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The purpose of this study is to redefine the concept and scope of 

universal service and to develop universal service policy of South Korea for 

Korean reunification. The basic assumption of this study is that well developed 

universal service may contribute to the eventual reunification by ensuring equal 

access to information resources for the two peoples in the process of reunification. 

This study found that the current approaches to universal service are fragmented 
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and lack holistic approach without resolving major concerns in universal service 

and Korean reunification.  

The study began with redefining the concept and scope of universal 

service. The theoretical foundation of this study included social capital and 

diffusion of innovations theory in order to better understand universal service and 

to develop policy recommendations. The analysis focused on legislation, other 

policy documents, and major agreements between North and South Korea related 

to informatization and unification. This study uses policy analysis as both a data 

collection and data analysis technique, more specifically qualitative policy 

analysis with triangulation for improving credibility.  

This study identified the major characteristics of universal service and 

explored the current universal service in South Korea by analyzing major policy 

instruments of South Korea. In addition, this study examined the major 

characteristics of North Korean telecommunication infrastructure and explored a 

universal service model for social integration between North and South Korea. 

This study examined the commonalities and the differences between North and 

South Korea in telecommunication policy and telecommunication infrastructure. 

This study found that: 1) there is no consensus about the scope of universal 

service, 2) there is information gap between North and South Korea, 3) both 

Koreas lack legal requirements for providing universal service from the 
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perspective of Korean reunification, 4) finally, there is little discussion between 

North and South Korea to develop a unified universal service model.  

Consequently, this study proposed policy recommendations in five areas: 

1) redefining the scope of universal service, 2) developing a unified 

telecommunication infrastructure, 3) developing policy instruments, 4) 

restructuring government organizations, and 5) creating a participatory universal 

service model for Korean reunification. 
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CHAPTER 1 

INTRODUCTION 

 

1. Statement of the Problem 

Rapid technological development has required the expansion of universal 

service1 beyond the traditional “bare essentials,”2 to the point of redefining these 

essentials. This study defines universal service as basic telecommunications 

services which ensure equal access to information resources through both physical 

connections to networks and human infrastructure. 3  For example, the 

Enforcement Decree4 (See Appendix 1. The law-making process (Government 

bill)) of the Telecommunications Business Act of South Korea defines “universal 

service” as the basic telecommunications service which any user may receive at 

reasonable fees anytime and anywhere. (Article 2-1 (3)) 

                                                 
1 This study understands universal service as very dynamic concept which reflects each society’s 

social, political, economic, and technological conditions. 
2 This study defines the bare essentials those telecommunication services without which people 

cannot function effectively in an information-driven society. 
3 This study defines “human infrastructure” as human resources with intellectual assets which 

include knowledge, skill, and experience. These may be developed by education and training.  
4 Also called a “Presidential Decree,” which prescribes matters delegated to the president by act 

and also matters necessary to enforce the act concerned (Ministry of Government Legislation, 

http://www.moleg.go.kr/). 

1 

http://www.moleg.go.kr/


While the recent proliferation of telecommunication services has 

provided far easier access to information resources, it has widened the 

information access gap between the service “haves” and “have-nots,” and this 

information inequity may increase social inequity5 by limiting political and 

economic participation in society. Universal service is one of the most debated 

concepts in telecommunications policy.  

On the one hand, while many studies have considered universal service a 

rational good and an ideal policy objective to be pursued, they have not provided 

a rationale to justify it. In addition, most research has focused on the physical 

connection for universal service, such as equipment and networks to connect 

telecommunication infrastructure, but has given little consideration to such 

aspects of universal service as the service itself and access to information 

resources through human infrastructure required for such a service, which are 

crucial elements to ensuring information equity. On the other hand, while many 

studies of Korean reunification have focused on political and economic 

perspectives, few have examined a primarily social perspective such as social 

equity. In addition, few studies of universal service in South Korea have focused 

on the development of universal service for Korean reunification, much less 

                                                 
5 Social inequity is defined as unfair distribution of political, economic, and social benefits.  
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universal service as it relates to North Korea.6 This study, therefore, aims to fill 

this gap by exploring the conceptual framework of universal service and by 

redefining the scope of universal service in the context of Korean reunification.  

The Korean War of the 1950s forced Korea to divide into two countries, 

and for more than fifty years the two Koreas have experienced dramatic gaps in 

almost every aspect of politics and culture. As a result of the enormous gap, 

distrust and animosity between North and South Koreans may become more 

problematic than economic or political differences in the process of reunification. 

In particular, the large information access gap between North and South may 

become a new source of intense regional conflict. While the rapid economic 

development of South Korea has allowed it to develop its telecommunication 

infrastructure, the serious economic challenges faced by the North have impeded 

it from investing in such development, and the information access gap between 

North and South has been large and growing. The lack of information access in 

the North may frustrate North Koreans after reunification, or even before the 

reunification process begins, and the social inequity between North and South 

caused by this information access gap may be a serious obstacle to their eventual 

reunification.  

                                                 
6 For the sake of convenience and clarity, this study will use “North Korea” for the Democratic 

People’s Republic of Korea and “South Korea” for the Republic of Korea. 
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The summit meeting between North and South Korea in June 2000 

brought a new challenge and opportunity to establish “permanent peace” on the 

Korean peninsula. The summit meeting allowed the two Koreas to prepare for 

major reconciliation and cooperation. The two Koreas have reached agreements 

for mutual exchange and cooperation. Thus, this summit meeting has brought 

subsequent contacts and exchanges between North and South Korea in many 

areas (including family reunion). However, while the South Korean government 

has made many efforts toward Korean reunification, some South Koreans, 

especially young people, are ambivalent and somewhat negative about Korean 

reunification, especially its economic burden. However, the economic aspect 

cannot be the only important factor in Korean reunification and rather social 

benefits created by unification should be considered. D. H. Cho (1997) argues that 

most research about unification cost7 does not consider the benefits resulting from 

unification but rather focuses on economic expenditures involved in the process. 

He claims that unification may bring unquantifiable, noneconomic benefits and 

that unification costs should be understood from the perspective of net cost (net 

cost = unification cost – unification benefit). For example, considering the 

psychological effects of reunification, noneconomic benefits from unification are 

                                                 
7 He defines unification cost as “all economic and non-economic cost which a unified Korea 

should pay for Korean reunification” (p. 60). He also defines division cost as “all economic and 

non-economic cost which both Koreas should pay because they do not unify both Koreas” (p. 68). 
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critical. The majority of South Koreans have experienced psychological threats 

from potential North Korean attacks— Korean reunification, therefore, deserves 

to be pursued for the goal of economic benefits to both countries, as well as for 

political, cultural, and humanitarian purposes such as the reunion of separated 

families. 

While the financial and political costs of reunification would be very 

large, and South Korea would have to shoulder those costs, Ra claims (1995) that 

the defense costs created by the present division of the two countries is much 

higher than the cost of unification would be. (pp. 138-142) Therefore, despite the 

political difficulties created by the current threats from North Korea, the practical 

benefits of reunification make it an urgent goal for South Korea to pursue. 

Reunification is becoming an inevitable alternative not only for ensuring the 

national security of South Korea but also for developing the national interests of 

both Koreas.  

The current study is based on the understanding of universal service as 

both a basic and a comprehensive policy for sustaining an information society. 

The basic assumption of this study is that well-developed universal service can 

contribute to overcoming the social inequity caused by the information access gap 

between haves (South Korea) and have-nots (North Korea) by providing equal 

opportunity for participation in policymaking and in social life. Well-developed 

universal service can contribute to the wide expansion of participation in the 

5 



political process, supporting social equity by means of information equity. 

Ultimately, ensuring future social equity between the two Koreas can contribute 

to internal social reunification as well as to external political reunification by 

increasing mutual understanding between the two countries, which will aid the 

gradual and peaceful transition toward eventual reunification.  

 

2. Purpose of the Study 

The purpose of the study is to redefine the concept and scope of universal 

service and to develop universal service in South Korea for Korean reunification. 

This study identifies the major characteristics and policy concerns of universal 

service in South Korea by analyzing major policy instruments of that nation. In 

addition, this study compares the major characteristics between North and South 

Korean telecommunication infrastructure and explores a universal service model 

for social integration between North and South Korea. The ultimate goal of this 

study is to make recommendations for a universal service model that will support 

Korean reunification. These recommendations will emerge from an analysis of 

major policy instruments such as laws and important research studies. 

The greatest difficulty in developing universal service is that well-

developed telecommunication infrastructures do not necessarily ensure the 

success of universal service. The success of universal service requires the 

development of human infrastructure as well as of telecommunications 

6 



infrastructure. Furthermore, the core of the universal service debate is whether 

pursuing the goal of universal service is still desirable. (Blizinsky, 1999, p. 59) 

Despite the general consensus that universal service is necessary, over the last 

decade some questions have been raised among scholars and practitioners about 

the necessity of the pursuit of the objectives of universal service. Gilder (1992) 

claims that bandwidth will be free because of technological development. Some 

scholars (e.g., Kim & Ro, 1993) have alleged that universal service has become 

less important because network subscription has already approached the 

saturation level in many countries. Browning (1994) argues that universal service 

is an obsolete policy. His argument is based on the premise that competition will 

bring price cuts, which will ensure affordability and therefore increased access.  

To understand the conflicts involved in the concept of universal service, it 

is useful to first understand the critiques of the concept offered by various 

scholars who have approached universal service from fundamentally different 

perspectives. Dordick (1990) argues that we need to prioritize universal service as 

a basic human right based on the fact that in the past it was so defined in 

communications policy. According to Dordick, history is a powerful determinant 

of telecommunications policy, and if it is overlooked a nation can find itself in 

serious difficulty (p. 223). To Sawhney (1994) the present universal service is to a 

large degree a product of competition. She argues that increased competition will 

help lower prices and make advanced telecommunications services affordable for 

7 



the general population. While Dordick argues that government should prioritize 

universal service policy rather than other telecommunications policy (because 

universal service has in the past been considered as a human right), Sawhney 

claims, “universal service emerged as an unanticipated by-product of the 

machinations of different groups whose interests at times converge in such a way 

that a much eulogized public good became a reality” (p. 17).  

No general consensus about the rationale for universal service has yet 

been achieved. Furthermore, as competition in the telecommunications service 

market increases, current universal service policy has begun to be challenged. The 

basic idea of universal service is not pursuit of economic benefit, but rather 

pursuit of commonwealth by ensuring equal access to information resources as 

well as networks. Mueller (1997) argues that an historical analysis of past policy 

challenged some of the most cherished tenets of contemporary 

telecommunications policy. He claims that:  

[C]ontrary to the prevailing mythology, it was that period of systems 

competition, not the ensuing period of regulated monopoly that gave birth 

to both universal service as a policy prescription and the physical reality 

of a geographically ubiquitous telephone infrastructure. (p. 3) 

In the same vein, Crandall and Waverman (2000) explore “why universal service 

pricing policies persist when they are clearly inefficient and costly to consumers 

in the ‘median-voter’ range,” the median voter being a hypothesis that is “often 

8 



invoked to explain public policy in a representative democracy.” They argue that 

“regulatory commissioners cannot remain in office if their policies are sufficiently 

unpopular with a large share of voters.” (pp. 125-126) Even if universal service is 

very costly, they claim, for political reasons neither politicians nor regulatory 

commissioners will eliminate it. Crandall and Waverman’s argument thus 

weakens the foundation of universal service by focusing on a “utilitarian” 

political perspective without considering other aspects of the concept. The 

development of universal service policy is intertwined with many other factors 

such as social and economic circumstances. Indeed, the approaches to universal 

service thus far have impeded the solidification of a generally-accepted rationale 

for universal service.  

Despite some arguments against the pursuit of universal service, most of 

the literature in the field supports its necessity. Rapid technological development 

has made information access crucial in an increasingly information-driven society. 

Blizinsky & Schement (1999) argue, “Universal access to communications 

technology enables citizens to participate in the fundamental activities of society 

including its economic, political, and social life” (p. 70). Universal access to 

information resources will ensure citizens’ social, economic, and political equality 

by providing more opportunities to participate in decision-making and social life. 

The primary period for the review of universal service is from the early 

1990s to 2003. The next section briefly presents an overview of North Korea. It 

9 



will not provide the same for South Korea because South Korea is relatively well-

known to international society compared to North Korea. Further, Chapter 4 will 

explore universal service in South Korea. 

 

3. Overview of North Korea  

North Korea, known officially as the Democratic People’s Republic of 

Korea or DPRK, is a nation which has about 23 million people in a mostly 

mountainous area. (See Appendix 2. Describing North Korea) North Korea shares 

a border on the north with China and, for a few miles on the northeast, with 

Russia. Figure 1-1 left shows the geographical position of North Korea. Figure 1-

1 right presents a detailed map of North Korea which includes major cities.  
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Figure 1-1. North Korea and bordering (Left), North Korean map (Right)         

From World Factbook, ed. by the Central Intelligence Agency. Retrieved May 20, 2003, from   

http://www.cia.gov/cia/publications/factbook/geos/kn.html 

 

At the end of World War II, in 1945, Korea was liberated from 36 years 

of Japanese colonalization. Immediately following Korea's independence, the 

divided occupation of the Korean peninsula by the U.S. and the Soviet Union as 

well as the ideological conflict between the leftist and rightist groups eventually 

led to the division of the land and the people of Korea, the Republic of Korea in 

the south and the Democratic People's Republic of Korea in the north. (See 

Appendix 3. The administrative districts of North Korea) The division of North 

and South Korea inevitably brought about the Korean War in 1950. In 1950, 

North Korea attacked South Korea, and the war was ended in 1953 by an 

Armistice Agreement which established the Demilitarized Zone (DMZ) that now 

divides the Korean Peninsula.   

During the period between WWII and the Korean War, U.S. and Soviet 

troops imposed social and political order in their respective jurisdictions: the 

northern part was controlled by the Soviets and the southern by the U.S. Thus, 

while South Korea was influenced by the U.S., North Korea was under the 

influence of the Soviets. In North Korea, Kim Il-Sung, the country’s founder, 

introduced the philosophy of Juche, or “self-reliance,” which has influenced every 

11 



aspect of North Korean life. Cornell (2002) claims that Juche ideology is a 

development of Marxist-Leninist thought that is of particular value to developing 

countries; Juche means that a developing country must rely on its own resources 

in its development. (pp. 42-43) In constructing the post-war North Korean state, 

Kim Il-Sung drew more from Chinese than from Russian models to create a 

unique Korean system. Juche nationalism was rooted in the colonial experience 

and aimed at preventing North Korea from being subordinated to any new 

hegemonic system. (Smith et al., 1996, xv) The philosophical principles of Juche 

ideology have been purposely developed to lead North Koreans to idolize Kim Il-

Sung, the former president, and his son, Kim Jong-Il, the current president of 

North Korea.  

Kim Jong-Il has ruled North Korea since his father died in 1994. The 

current regime, while maintaining a system of military rule, is attempting to 

implement instructions left behind by Kim Il-Sung to make a policy shift toward 

openness in order to alleviate its economic difficulties. However, the strong state-

controlled economic system under Juche ideology has brought about stagnation in 

the North Korean economy and left its people in extreme poverty. Pursuing the 

policy of self-reliance in the economic arena has deepened its capital shortage, 

technological backwardness, and international isolation, further aggravating North 

Korea’s economy. In recent years, North Korea has acknowledged the need for 

economic reform in especially opening its market to the outside world. Economic 
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reform has enabled other countries to invest some of their financial resources in 

North Korea. As shown in Table 1-1, due to the economic reform policy of the 

Kim Jong-Il regime and foreign aid and investment, North Korea has been able to 

achieve economic growth since 1999.  

Nevertheless, North Korea is still reluctant to open its doors to the outside 

world. (Huh, 2000; Y. H. Kim, 2000) The closed nature of the regime and the 

paucity of information about the current political, economic, and social situation 

in the country remain obstacles to investment by other countries. It appears 

unlikely that North Korea will be completely open in the near future.  

 

 

Table 1-1. Comparison of GNI (Gross National Income)8and of economic growth 

rate between North and South Korea       

                                                 
8 As of 2001 the nominal GNI of North Korea was $15,700 million (1/27 that of South Korea), and 

GNI per person was $706 (1/13 that of South Korea). (Understanding North Korea, 2003, p. 141) 
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1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001

Nominal GNI

North (A) 231 229 211 205 212 223 214 177 126 158 168 157 

South (B) 2,523 2,949 3,143 3,452 4,017 4,881 5,183 4,740 3,168 4,021 4,552 4,213 

(B) / (A) 10.9 12.9 14.9 16.8 18.9 21.9 24.2 26.8 25.1 25.5 27.4   26.8 

GNI per 
person

North (A) 1,142 1,115 1,013 969 992 1,034 989 811 573 714 757 706 

South (B) 5,886 6,810 7,183 7,811 8,998 10,823 11,380  10,307 6,742 8,581 9,628 8,900 

(B) / (A) 5.2 6.1 7.1 8.1 9.1 10.5 11.5 12.7 11.9 12.0 12.9 12.6 

Economic 
growth rate

North -3.7 -3.5 -6.0 -4.2 -2.1 -4.1 -3.6 -6.3 -1.1   6.2 1.3 3.7 

South   9.0   9.2   5.4   5.5   8.3   8.9   6.8   5.0 -6.7 10.9 9.3 3.0 

(Unit: $10,000,000)

From  White Paper on Korean Unification 2003 , ed. by Ministry of Unification, 2003, p. 141.  
With the food crisis in North Korea drawing global attention to the 

suffering of the people, such concerns as universal service (See Appendix 4. Food 

deficiency and food imports in North Korea), ensuring equal access to 

information resources, or bridging the information gap between the two Koreas 

have not yet been discussed, either in South Korea or internationally. Limited 

research on the North Korean telecommunication infrastructure has been 

undertaken in South Korea, and this research has focused on developing 

cooperation about telecommunication infrastructure between North and South 

Korea.  

The basic assumption of such research is that, since the disparity in 

telecommunications infrastructure increases the costs of eventual unification and 
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furthermore the information gap between the two Koreas may impede social 

integration of both as was seen in the case of East and West Germany, it is 

necessary for the two Koreas to cooperate in developing telecommunication 

infrastructure. Thus far, little study has been done on the telecommunication 

infrastructure of North Korea from the perspective of bridging the information 

gap between North and South Korea.  

The examination of North Korean telecommunications is a critical step in 

establishing appropriate telecommunications policies for Korean reunification. 

However, as with other aspects of North Korea, access to materials about its 

telecommunications infrastructure is limited due to the closed nature of its 

society. North Korean authorities rarely provide specific data about the 

telecommunication infrastructure, and data which they provide may be 

exaggerated. In order to increase the trustworthiness of the research, this study 

uses multiple data sources including previous research, newspaper reports, and 

analysis and interpretation of the available data. Most of the resources used for 

this study come from international organizations such as International 

Telecommunication Union (ITU), newspapers, South Korean research institutes 

that specialize in the study of North Korea, Internet resources, data from several 

South Korean companies associated with North Korea, and North and South 

Korean government publications. The next section explains brief history of 

telecommunications in North Korea. 
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Telecommunications in North Korea 

The communication infrastructure of North Korea was developed mostly 

with financial and technological support from the Soviets until the collapse of the 

old communist bloc. Since that collapse at the end of the 1980s, North Korea has 

attempted to modernize telecommunications by introducing technology and 

equipment imported from other countries, including South Korea. Y. H. Kim 

(2000) divides the development of North Korea’s telecommunication industry 

into three phases. Table 1-2 shows that the first phase was the beginning of the 

North Korean electronics and telecommunication industry. North Korea 

developed a policy of promoting telecommunications in the mid-1960s, but by the 

end of the 1970s it was clear that this policy had failed to produce the desired 

results. The second stage was the period when North Korea more aggressively 

attempted the development of a telecommunication industry. The North Korean 

government realized the importance of information technology and started to 

establish a master plan after Kim Il-Sung toured Eastern Europe in 1984 to 

observe technological developments there. This period extended from the mid-

1980s to the early 1990s. 

 

Table 1-2. Development of telecommunication industry in North Korea 
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Development
Stage Time Period Major Trend Basic Motivation

• Beginning telecommunication
  industry

• Failure of indigenous technology
  development
• Promotion of the development of
  telecommunication industry

• Introduction of foreign technology
• Acceleration of the development
  of telecommunication industry

• Maintaining tight government
  control of access

1st Mid 1960s-1970s

• Self-development of
  electronic and
  telecommunication
  industry

2nd Mid 1980s- early 1990s • 1984 Kim Il-Sung
  Eastern   Europe Trip

Made by the author based on Y. H. Kim (2000)

3rd Mid 1990s- Present • Telecommunication
  modernization policy

 

With the goal of raising its levels of technology, North Korea has stressed the 

fields of electronics and automation from the mid-1980s onward: 

The first stage of the development of the North Korean 

telecommunication industry emphasized the production of 

semiconductors, the establishment of a computer network center 

around the KCC (Korea Computer Center), computerization of 

economic sectors, and the promotion of a software industry 

(including production of hardware and automation components). 

The second 3-year plan (1991-1994) aimed to computerize all 

sectors of the nation by the year 2000 and to industrialize the 

production of IC chips. To this end, North Korea developed 16 

megabit IC chips, produced 32-bit microcomputers and carried out 
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R&D on 64-bit microcomputers (Asian Technology Information 

Program, Section 3 IT in the North, 1997). 

The last stage is from the mid-1990s to the present. During this period, North 

Korea has pursued two separate policies: while the government develops 

telecommunication modernization and telecommunications industry, it also 

isolates people from information. (Y. H. Kim, p. 110-113) In the sixth session of 

the Korean Workers’ Party,9 North Korea declared the modernization of its 

underdeveloped communication infrastructure as a part of its economic plan for 

the years 1988-1993 (Gong, 2001, p. 110). Gong describes the major 

accomplishments of telecommunication modernization in North Korea:  

• the agreement between North Korea and the UNDP (United Nations 

Development Program) regarding the development of fiber optic 

telecommunication networks 

• the establishment of the fiber optic communication network among 

major cities such as Pyongyang, North Hamgyeong Province, 

Gangwon Province, and South Pyongan Province 

• the establishment of the “Pyongyang Cable Industry” supported by the 

UNDP in 1992 

                                                 
9 The Korean Workers' Party (KWP) is one of the most politically significant entities in North 

Korea. According to the Article 21 of the Rules and Regulations of the Korean Workers' Party 

(revised in October 1980), the National Party Congress is the supreme party organ. 
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• the completion of the fiber optic network between Pyongyang and 

Hamheung in 1995 

• the completion of the fiber optic network between Pyongyang and 

Sinuiju and between Sinuiju and North Pyongan Province in 1998 

• the automation of telephone services in 70 cities and counties in 1997. 

The modernization of the telecommunication infrastructure was promoted 

especially by the holding of the Pyongyang World Youth Festival in 1989 and the 

establishment of the Rajin-Sunbong Economic Free Trade Zone in 1991.10  

However, North Korea’s continuous economic stagnation and its isolation after 

the collapse of communist bloc have impeded the development of its 

communication infrastructure. Therefore, since the mid-1990s, North Korea has 

attempted to aggressively modernize with a new telecommunication network. 

According to Y. H. Kim (2000), in the 1990s North Korea changed the existing 

industry strategy which emphasized the Juche ideology and has concentrated on 

the importance of international trade. In particular, North Korea has promoted the 

expansion of international telecommunication as a part of telecommunication 

modernization. To achieve this goal, North Korea started the deployment of fiber 

optic telecommunication lines. In addition, North Korea changed telephone 

                                                 
10 North Korea established the Rajin-Sunbong Economic Free Trade Zone to promote foreign 

investment. According to the Plan, the zone was to be developed as a strategic position for import, 

financing, and travel.  
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services from manual to automatic switchboards and added a telecommunication 

network relay station.  

Yet while North Korea pursues modernization of its underdeveloped 

telecommunication infrastructure in order ultimately to overcome its economic 

difficulties, North Korea is still reluctant to connect the network to the outside 

world. Some reports11 on North Korean informatization show that North Korea 

uses intranets and is ready to connect to the Internet but that the North Korean 

government is resistant to providing Internet service to its citizens. Two 

possibilities exist: 1) although North Korea is attempting to modernize its 

telecommunication infrastructure, it will not soon allow the average North Korean 

citizen to gain wide access to the telecommunication infrastructure, or 2) due to 

the nature of telecommunication, once it develops, people, if allowed access, will 

be connected to the network very quickly. North Korea faces a critical decision 

about whether to allow its people unfettered access to the network or to restrict 

their access for the time being.  

 

4. Significance of the Study 

Conceptualizing universal service is not easy, however, and defining the 

scope of universal service is equally difficult. Rapid technological change renders 

                                                 
11 The 2002 Ministry of Unification’s report to the National Congress, and others. 
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the term volatile; as well, the basic idea of universal service is still controversial. 

This study identifies “a conceptual framework of universal service” to understand 

universal service which may provide a framework for developing appropriate 

universal service policy. The framework is developed by using various theories in 

order to explain and justify universal service policy. The fundamental idea of the 

conceptual framework is that universal service should be understood in the 

context of politics, economics, and social systems. Cherry and Wildman (1999) 

claim, “Universal service is a sociopolitical construct and a conceptualization of 

universal service is the product of social and political forces that respond to a 

specific set of economic and technological possibilities” (p. 6). Their conclusion 

is that “[a]s these possibilities change, the definition of universal service 

inevitably changes with them” (p. 6). The basic approach to universal service in 

this study is holistic: universal service is understood from social, political, and 

economic perspectives.  

The conceptual framework involves identification of universal service 

components and the development of models for possible universal service policy. 

According to Sawhney and Jayakar (1999), there is general agreement that the 

definition of universal service needs to be extended beyond basic voice 

communication. They claim that nevertheless, no one has yet developed 

unanimously accepted criteria for universal service.  

When we examine universal service in the specific context of the 
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relationship between North and South Korea and Korean reunification, a universal 

service policy, which requires a human infrastructure as well as substantial 

network infrastructure, must be considered a long-term plan. To envision a well-

developed universal service for Korean reunification, the two Koreas must look 

beyond physical infrastructure; instead, the two Koreas need to consider whether 

people can access and use information to the extent they desire. This study will 

argue that, ultimately, the concept and scope of universal service must be 

expanded beyond physical infrastructure to human infrastructure through 

education and training which may ensure access to information resources and 

their successful creation and use. Such an expanded approach to universal service 

will allow people throughout the reunified Korea to participate effectively in 

public life and society by ensuring more equal access to information resources. 

In short, the importance of this study is to redefine “conventional universal 

service.” As indicated above, however, there is little consensus regarding the 

scope and definition of universal service. This study explores conceptual 

frameworks for universal service by examining a wide range of literature. The 

study also identifies major characteristics and policy debates regarding universal 

service in South Korea and explores North Korea’s telecommunications policy 

and infrastructure. Understanding North Korea’s telecommunications 

infrastructure and policy will allow South Korea to develop solid theoretical 

frameworks for universal service to be used in supporting Korean reunification. 
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Due to its underdeveloped telecommunications infrastructure, North Korea cannot 

provide any universal service and lacks even a concept of “universal service.” The 

low level of North Korea’s telecommunications infrastructure will create serious 

obstacles to the process of reunification. Consequently, this study will contribute 

to the eventual reunification of the two Koreas by providing a solid conceptual 

framework for universal service.  

In order to achieve these goals, this study seeks answers to the following 

research questions:  

(1) What is universal service? How do we conceptualize the scope 

and definition of universal service? 

(2) What are the major characteristics of South Korea’s universal 

service? What are the major policy issues related to universal 

service in South Korea? 

(3) What are the major characteristics of North Korea’s 

telecommunication infrastructure?  

(4) How may the universal service model of South Korea be used to 

support the two Koreas’ eventual reunification?  

To address these research questions, this study will review a wide range of 

literature and analyze South Korean policy instruments. The literature review and 

analysis will provide insight into the direction of future policies and lead to policy 

recommendations for South Korea.  
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5. Structure of the Study 

Chapter 2 reviews existing literature regarding social capital theory and 

diffusion of innovations theory. This section explores major concepts of universal 

service and the rationale for providing universal service. In addition, this section 

attempts to redefine the scope of universal service. This study uses social capital 

theory and diffusion of innovations theory as conceptual frameworks to provide 

the rationale for universal service and to develop a universal service policy for 

eventual Korean reunification. Chapter 3 discusses data collection and data 

analysis methods. Chapter 4 explores the current universal service and major 

policy debates in South Korea. Chapter 5 analyzes the major policy instruments 

related to national informatization and universal service in South Korea, while 

Chapter 6 analyzes the major policy instruments regarding unification. Chapter 7 

compares telecommunications infrastructure in North and South Korea and 

explores the German telecommunication model for reunification. Finally, Chapter 

8 offers recommendations for Korean reunification within the general 

understanding provided by the previous chapters and offers a summary and policy 

implications of those recommendations. 
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CHAPTER 2 

CONCEPTUAL FRAMEWORKS 

 

Chapter 1 provided a statement of the problem and identified the purpose 

of this study with the overview of North Korea. In addition, it described the 

significance of this study and its structure. This chapter will explore a conceptual 

framework for understanding universal service and apply two conceptual 

frameworks, social capital theory and diffusion of innovations theory, in order to 

better understand and redefine universal service. This chapter will contribute to 

exploring the research questions (1) What is universal service? How do we 

conceptualize the scope and definition of universal service? and (4) How may the 

universal service model of South Korea be used to support the two Koreas’ 

eventual reunification?  

  

1. A Conceptual Framework for Understanding Universal Service 

Although many scholars and researchers have tried to define universal 

service and its substantial elements, the concept has not clearly been defined even 

in recent years. The lack of consensus about the meaning of the term causes 

confusion about the concept and the scope of universal service. This section 

identifies the concept of universal service and explores a conceptual framework 

for better understanding universal service. 
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The concept of universal service is inherently based on or closely related 

to equity and participatory democracy. There are two contrasting views about how 

to define the consolidation of democracy. J. K. Cho (2000) states that, while some 

analysts consider democracy a wider, substantive concept that should include 

some degree of equality and social justice in socio-economic conditions 

(maximalist), others see democracy as strictly a political regime (minimalist). He 

argues that the majority of South Korean scholars take the maximalist approach. 

This study is based on the maximalist approach because the ultimate goal of 

universal service is to achieve social equity by ensuring equal access to 

information resources. As Lievrouw and Farb (2003) argue, “a primary 

requirement for a ‘good society’ is equitable information access and use” (p. 505).  

Yet even though a wide range of participation is considered one of most 

important factors in a consolidated democracy, an emphasis on participation may 

actually contribute to social exclusion and inequality. In general, the better off and 

more educated groups or individuals gain many of the advantages of participatory 

democracy; they can have more opportunities to participate in the decision-

making process effectively by using their knowledge and power. They can get 

more benefits from participation compared to have-nots. Where there is great 

inequality in terms of income, education, health, public services, and 

opportunities, opening up participation in the policy process can actually serve to 

create more polarization.  
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The United States has developed universal service widely after the 

enactment of the Communication Act of 1934. The universal service model of 

South Korea is mostly based on this U.S. model. This study will therefore explore 

the universal service model of the United States in order to identify the sources of 

South Korea’s universal service model.  

The term “universal service” first appeared in 1907 (AT&T Annual Report, 

1907, cited from Mueller, 1993, p. 353) when Theodore Vail, president of AT&T, 

introduced it as the company’s primary corporate goal. Vail brought universal 

service into public consciousness. Vail’s conception of universal service, however, 

was quite different from the modern “expression of liberal egalitarianism” 

(Mueller, 1993, p. 353). Vail’s argument for “one system, one policy, universal 

service” emphasized geographically widespread, technologically unified service, 

not a service for everyone. This meaning is quite different from the modern sense 

of universal service.  

The modern idea of universal service emerged after the enactment of the 

Communication Act of 1934 when the telephone had gained widespread 

penetration and popularity. The Communication Act of 1934 clarified the concept 

of universal service by putting a specific provision (Article 1) in its preamble that 

called for government regulation “to make available, so far as possible, to all 

people of the United States, a rapid, efficient, nation-wide, and world-wide, wire 

and radio communication service with adequate facilities at reasonable charge” 
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(Communication Act of 1934, 47 U.S.C.A. § 151 et seq.). According to Preston 

and Flynn (2000), the Communication Act of 1934 is the basis for many 

subsequent constructions of universal service objectives. Although the Act did not 

clearly mention universal service and did not consider potential future 

technological development, nevertheless, “the act played a critical part in the 

development of the universal service objective, indirectly establishing the basis 

for its funding: a monopoly service provider using profits earned from low-cost 

customers to cross-subsidize their high-cost counterparts” (p. 92).  

The telephone service originally provided and controlled by monopoly in 

the U.S. has become an important component of people’s lives. Preston and Flynn 

argue that the current common carriage definition of universal service takes an 

excessively passive approach to universal service. (p. 97) Traditional telephone-

centered universal service (“access to the telephone”) cannot satisfy service users 

any more. The potential of new technology requires a more flexible and adaptive 

concept of universal service. Sawhney (2000) observes that “Preston and Flynn’s 

concept of a ‘consumption norm’ is particularly useful for thinking about 

universal service” (p. 163). Preston and Flynn’s consumption norm, or the bare 

essentials, is determined by “the overall wealth of the society and not just by 

some absolute standards” (p. 163). These consumption norms vary from society to 

society. Preston and Flynn claim that the telephone is a consumption norm since a 

citizen cannot effectively function without it, but they do not discuss how 
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consumption norms change in response to technological development.  

Bertot, McClure, and Owens (1999) define the general concept of 

universal service as follows:  

 Definition of a set of telecommunications services to which 

users of those services should have access (e.g., dial tone and 

emergency 911 services from the telephone network);  

 Implementation of a system of subsidies, or some other funding 

mechanism, which allows all users of the telecommunications 

services— regardless of socio-economics, geographic location, 

or other discriminating demographics— having access to such 

services at a reasonable cost; and  

 Creation of international, national, and local interconnected 

public telecommunications infrastructure networks (e.g., public 

telephone network and the Internet) that meet current and 

future societal needs. (pp. 311-312)  

Defining the scope and level of universal service is particularly complicated by 

the use of concepts such as “universal.” There is little consensus about the scope 

of a bare essentials package for universal service, and the bare essentials vary 

with each country’s level of information infrastructure. Despite these 

considerations, providing a reasonable level of universal service is crucial to 

ensuring information equity. Lievrouw and Farb (2003) define “information 
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fair or reasonable distribution of information among individuals, 

groups, regions, categories, or other social units, such that those people have the 

opportunity to achieve whatever is important or meaningful to them in their lives” 

(p. 503). Their definition of information equity is very useful in giving a rationale 

for universal service in terms of social justice or fairness.   

Schiller (1996) argues that “inequality of access and impoverished content 

of information are deepening the already pervasive national social crisis” (xi). 

Stone (1988) states that equity is “the goal for all sides in a distributive conflict; 

conflict comes over how the sides envision the distribution of whatever is at 

issue” (p. 30). She argues that there is a “paradox in distributive problems: 

equality may in fact mean inequality; equal treatment may require unequal 

treatment; and the same distribution may be seen as equal or unequal, depending 

on one’s point of view” (p. 30). She uses “equity” to denote distributions regarded 

as fair, even though they contain both equalities and inequalities (p. 32). The 

concept of equity includes “horizontal and vertical equity, with horizontal equity 

meaning equal treatment of people in the same rank and vertical equity meaning 

unequal treatment of people in different ranks” (p. 35). Stone points out that “the 

two are obviously flip sides of the same coin” (p. 35). The current study defines 

“social equity” as “fair share of political, economic, social benefits among 

individuals or social groups in their lives.” This concept implies social justice in 

every aspect of life. McCarren (1986) claims, “equity, or fairness among 
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ratepayers, means that no one service or class of customers in allocated more than 

their fair share of costs” (p. 197). However, while a well-developed universal 

service will support more equitable access to information and social opportunity, 

the emphasis on the technological and economic benefits of universal service may 

cause negative side effects such as those described by innovation diffusion theory, 

widening social inequity.  

Sawhney (2000), however, raises concerns that our thinking about 

universal service tends to be symbolic and naturally evokes ideals of democracy 

and equality, but that “while symbolism serves important human purposes, it can 

cloud our judgment when it comes to taking concrete steps to mitigate the 

problem” (p. 161). In other words, a separation of the symbolism of universal 

service from the process of achieving equity reveals that uniform solutions to 

achieving universal service make sense for some cases and not others. Based on 

this complexity, Sawhney proposes to use two models separately: uniform 

solutions should be formulated for resources, and a segmented approach should be 

adopted for information access modes (p. 161). Sawhney’s separated approach, 

dividing the uniform from the segmented, is very useful in developing universal 

service for both North and South Korea. The two Koreas’ drastic differences in 

telecommunication infrastructure need this separated approach as a component of 

a cooperative universal service model for both Koreas; uniform solutions for 

establishing universal service policy for Korean reunification and a segmented 
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approach for implementing universal service in both countries.  

Some scholars are more interested in ensuring equal access to information 

resources than in physical connectivity. Gillett (2000) observes that current 

universal service policies focus almost wholly on physical connectivity. She 

contends that “this emphasis is misplaced because the Internet is an overlay 

network that rides piggyback on the existing telecommunications infrastructure” 

(p. 147), and argues that the focus instead should be on services to end-users 

services and the (universal) education needed to use such services successfully. 

Lievrouw (2000) also emphasizes that universal service must include training and 

education to cultivate individual capacity as well as a provision for infrastructural 

development. Universal service, she claims, must deal with both “conduit and 

content issues,” and she expands the frame of reference of universal service 

beyond the technology and the individual user to the overall information 

environment of a community. She presents a model which conceptualizes the 

interface between the institutionally-generated information environment and the 

personal domains of individuals. Her model suggests that we think of universal 

service in the context of information environments and not just technological 

systems. Finally, she suggests that universal service might be evaluated in terms 

of how it promotes civic involvement, as a means of supporting social and 

political participation. (Lievrouw, 2000, pp. 155-159) These arguments support 

the importance of human infrastructure in addressing universal service.    
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Some governments try to redefine universal service to include access not 

only to communication networks but also to information services. For example, 

the E-Korea Vision 200612  of South Korea considers including high-speed 

Internet access (Asymmetric Digital Subscriber Line, or ADSL) and education 

needed to use it as a part of universal service by 2006. The International 

Telecommunication Union (ITU) (1998), however, claims that the inclusion of 

advanced services in universal service may lead to narrowly focused new services, 

resulting in high operating costs that may discourage new entrants into universal 

service markets (p. 62). Service providers do not want to make significant 

investments in advanced universal service, including information access services. 

If we include information access services as a part of universal service, rather than 

focusing on infrastructure, the operating cost for the service will be high, and the 

high cost will increase regional disparities and exacerbate information inequity by 

prohibiting universal service providers from offering a wide range of universal 

services. Beachboard, McClure, and Bertot (1997) also note the negative aspects 

of including information access service under universal service:  

[T]he inclusion of information service may slow deployment of 

those services, encourage individuals and public institutions to 

misallocate limited investment funds on telecommunications and 

                                                 
12 In 2002, South Korea initiated it as the third master plan for national informatization. 
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technology, and not truly support the public-interest objectives that 

the universal services are intended to serve. (p. 13)  

As Beachboard, McClure, and Bertot point out, policy issues regarding universal 

service are extremely complex because they concern a fundamental tension 

“between a strongly held faith in the efficacy of market-driven competition and 

the recognized need for some degree of market regulation in order to promote 

social equity and effective functioning of a democratic society (p. 13).” Policy for 

universal service, they contend, must be examined in the context of “national 

economic competitiveness and democratic concepts of equity for all members of 

society” (p. 13).  

Based on these arguments, they present the universal service policy 

principles established by the U.S. Congress:  

 Quality and rate 

 Access to advanced services 

 Access in rural and high cost areas 

 Equitable and nondiscretionary contributions by all providers 

of telecommunications services 

 Specific and predictable support mechanisms 

 Access to advanced telecommunications services for schools, 

health care, and libraries by elementary and secondary schools 

and health care providers 
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 Additional principles which are necessary and appropriate for 

the protection of the public interest, convenience, and necessity. 

(p. 14) 

There is a general agreement that the definition of universal service needs to be 

extended beyond basic voice communication (Gillan, 1986; Hadden, 1991a, 

1991b; Hudson, 1994; Information Infrastructure Task Force, 1993; National 

Telecommunications and Information Administration [NTIA], 1988, 1991; 

O’Connor, 1991; Office of Technology Assessment [OTA], 1990; Parker, Hudson, 

Dillman, & Roscoe, 1989; Williams, 1991, cited from Sawhney & Jayakar, 1999, 

p. 32). Sawhney & Jayakar (1999) offer three principles for the development of 

universal service in advanced telecommunications: 

 An a priori definition of universal service is not a necessary 

condition for the development of universal service in advanced 

telecommunications. 

 Exemplars in the form of implemented programs have a much 

greater influence on the nature and scope of universal service 

than formal definitions. 

 Universal service policy in reality a bundle of policies whose 

elements arise from different sources in an synchronous 

manner and are later harmonized into an integrated policy 
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framework with local variations in each jurisdiction. (pp. 32-

34) 

They emphasize that, instead of an overarching framework, we need to create a 

decentralized policy, subsequently to be organized into integrated systems. 

Ultimately, rapid technology development requires the expansion of 

universal service beyond the traditional bare essentials. The inclusion of universal 

access to information resources through education and training, which is 

necessary for participation in democratic society, should be considered a new 

paradigm in creating a universal service policy. Strover (2000) argues that 

connectivity is “not just a stretch of wire but takes people out to a broader world, 

encapsulating network interface devices, the software” (p. 152). She suggests a 

“universal service solution” from the first-mile perspective: “Open access, 

widespread availability, choices, a network configured exactly for these new 

uses” (p. 154). The work of all these scholars suggests that it is time to redirect 

current ideas about universal service to a new and richer contextual approach.  

Sabatier (1999) argues that understanding the policy process requires 

knowledge of the goals and perceptions of actors because the policy process 

involves an extremely complex set of interacting elements. (pp. 3-4) In this regard, 

universal service is not different from other policy areas. The use of multiple 

conceptual frameworks rather than one framework will make it easier to explore 

the complex phenomenon of universal service. As Koelble (1995) argues, “Each 
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theoretical lens has its advantages and disadvantages; each may be criticized as 

faulty from the perspective of the other approaches, but each also has a set of 

features superior to its competitors” (p. 243). This study will use both social 

capital theory and diffusion of innovations theory to construct a conceptual 

framework for universal service and to develop a universal service policy for 

eventual Korean reunification.  

 

2. Social Capital Theory, Universal Service, and Korean Reunification  

This section explores social capital theory and applies it to the 

development of a universal service policy for eventual Korean reunification. It 

uses social capital theory for exploring the conceptual and theoretical background 

of universal service useful for eventual reunification of the Koreas. Applying 

social capital theory to universal service policy for Korean reunification can 

contribute to ensuring information equity and eventual reunification by clarifying 

how social capital driven by civic engagement can complement universal service 

mostly driven by government authority. Putnam’s (1993) social capital theory 

finds a strong correlation between “civic community,” i.e., widespread civic 

engagement, and persistent positive institutional performance. This cooperation 

between civic and government, which is coordinated by a fully engaged civic 

community, as well as political decisions by the governments of the North and the 
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South may help develop and implement universal service for successful Korean 

reunification.  

 

2.1. Overview of Social Capital Theory  

According to Coleman (1990), social capital is an intangible public good 

created by individuals, a useful byproduct of rounds of trusting and trustworthy 

interactions among people. It includes relations of authority, trust, and norms. 

Putnam (1993) defines social capital as “features of social organization, such as 

trust, norms, and networks that can improve the efficiency of society by 

facilitating coordinated actions” (p. 167). 

Putnam (1993) offers empirical evidence for the importance of “civic 

community” in developing successful institutions in his book Making Democracy 

Work. Putnam explores the relationship between civic community and 

institutional performance and how this relationship contributes to making good 

government. He tries to identify what variables can better account for institutional 

performance and shows that “social context and history profoundly condition the 

effectiveness of institutions” (p. 182). Although some have criticized Putnam’s 

approach as unscientific and emotional, his understanding of the U.S.’s erosion of 

social connections and his attempts to explain this situation through the use of the 

concept of social capital remain valuable.  
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Putnam’s social capital theory seems especially applicable when 

considering how bridging the information access gap between North and South 

Korea can help further the social integration of the two Koreas. It suggests that an 

attempt merely to unify the governments of North and South without creating a 

wide range of civic engagement is unlikely to succeed. Thus, North and South 

Korea may use their existing social capital in creating wide civic engagement. For 

example, South Korea may use its own social capital, such as “Jinbo Net”13 

(Korean Progressive Network), “Apartment JooMin Jachi Hoe” (Apartment 

Residents’ Governing Body),14 or “ BansangHoe”15 (Monthly Residents Meeting). 

North Korea may use various kinds of social capital, mostly based on mandatory 

participation, such as Chosun SonyeonDan (North Korean Boyscout) and Boolgn 

Chongyeon GeunwuiDae (Red Youth Court Guard). In South Korea, free 

discussions with other community members and eventual consensus through 

                                                 
13 Jinbo Net was launched officially on November, 1998 as a center for providing computer and 

communication services including Internet service and training services for Korean non-

governmental organizations (NGOs). 
14 The majority of South Korean households live in an apartment, and this residents’ body consists 

of the apartment residents in the same apartment complex. While BansangHoe is a rather passive 

meeting originated from the government intervention, Apartment JooMin Jachi Hoe is more active, 

and residents actively participate in various policy making processes.  
15 The meeting usually consists of 10-20 households living in the same residential area (i.e., the 

same apartment complex). They usually meet once a month to discuss concerns related to their 

daily lives and cooperate with each other to solve problems. 
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social capital have allowed residents to feel important parts of their community. 

Social capital of many kinds in South Korea has contributed to improving civic 

participation in different ways although in recent years, like other developed 

countries, South Korea has grown weak in terms of civic association. While Jinbo 

Net may contribute generally to encouraging people to participate in social life 

through network use, Apartment JooMin Jachi Hoe and BansangHoe may give 

more direct participative opportunities by reflecting residents’ opinions in the 

policy making process with government agencies. In order to accomplish internal 

or social unification between the two Koreas, full-fledged universal service based 

on a wide range of civic engagement is crucial. The next section explores how 

social capital theory will be applied to universal service for Korean reunification.  

 

2.2. Applying Social Capital Theory to Universal Service  

In a highly developed network society, fully realized universal service is 

fundamental to ensure social equity for marginalized people and eventual 

participative democratization: “Without access, one cannot be a part of the 

telecommunicating community” (Jacobson, 1989, p. 59). Well-developed 

telecommunications networks promote active engagement in the civic community. 

High-speed Internet connections provide people with more opportunities to access 

and share information with their community. The enormous information gap 

between North and South Korea may provide another tension even if both 
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governments have made much progress in their relationship. Broad service on a 

universal basis for both peoples, therefore, would contribute to creating plentiful 

information resources and eventually developing trust and fostering mutual 

understanding between the two Korean communities by providing the two peoples 

with more opportunities to access and share each other’s information resources.  

Lievrouw and Farb (2003) argue that people’s social networks are very 

important to information access and use and to the related concepts of social 

capital and public goods (p. 519). Frequent communication and information 

sharing with community members through well-developed universal service may 

more easily bring about social consensus of all kinds and may narrow social 

inequity. At the same time, rapid technological development makes people 

associate with each other less, although technology development also provides 

alternatives such as e-mail to old-fashioned communication. For example, many 

children prefer watching TV or playing computer games alone to playing with 

friends. These two faces of technology development work as a limitation for the 

theoretical application of universal service.  

Social capital theory suggests that the success of a universal service policy 

depends mainly on coordinated efforts from both the private sector and 

government. A government’s unilateral drive for universal service without a wide 

range of voluntary civic engagement is likely to fail. For example, while the 
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Telekom 2000 project16 of Germany succeeded in establishing and expanding 

telecommunication networks of East Germany, the project did not succeed in 

ensuring equal access to networks especially for East German people. This project 

was developed by the Deutsche Telekom of West Germany, which was a part of 

government agency (Deutsches Bundespost Telekom, DBPT), 17  without 

considering wide participation by East German people. The lack of civic 

engagement has created regional tension between two German peoples by failing 

to ensure mutual understanding and trust.   

Consequently, a universal service policy for Korean reunification should 

be developed based on these three perspectives: a top-down, government-led 

establishment of universal service policy; a bottom-up promotion of civic 

participation; and an integrating effort by industries to implement those policies to 

ensure effective and full-fledged universal service diffusion. On the one hand, 

universal service policy developed by this type of civic participation may promote 

greater use of information resources than a policy developed solely by the 

government. One example of bottom-up approaches in South Korea would be 

civic groups meeting, either in person or online, to discuss proposed policies and 

to share their opinions, either directly or indirectly with the government. In order 

                                                 
16  Telekom 2000 was designed by West Germany to develop the underdeveloped 

telecommunication infrastructure of East Germany. 
17 DBPT was a government agency, but it was privatized in 1998. 
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to encourage civic participation, we need to develop universal service because, in 

an information-driven society, access to information resources enables people to 

participate in the policymaking process by additional means. Due to the totally 

different political systems of the two Koreas, government-led policies may have 

limitations. Thus, in the process of Korean reunification, more exchange and 

cooperation among civic groups may provide more possibilities for cooperation 

than by solely government-driven policy. In order to succeed in developing 

universal service and narrowing social inequity, governments should take various 

steps to develop social capital; these steps may include offering incentives and 

value-added services. For example, South Korea may need to provide some 

services and equipment for developing social capital by supporting groups of 

users who otherwise might not have access to those services prior to widespread 

deployment of those services to the general public. If people participate in these 

social groups, they could experience state-of-the art technology for free before the 

new service fully enters the market. This process develops social capital by 

building social networks and trust relations and may contribute to promoting the 

development of universal service by encouraging civic participation.  

Although a universal service policy has been pursued by the government 

in South Korea, the use of various kinds of South Korean social capital by North 

Korea may be important to implementing universal service in North Korea. 

Although North Korean social capital has different as well as similar goals when 

43 



compared to South Korea, each nation needs to connect its social capital to that of 

the other. Most North Korean people are associated with at least one or more 

groups from kindergarten throughout their lives, and North Korea has well-

organized and systematized social capital.18 Each organization has separate sub-

groups which consist of 5-30 people. These small groups have many 

commonalities and strong cohesiveness (Ministry of Unification, Understanding 

North Korea, 2003, p. 256). Even though North Korean social capital is mostly 

developed by the government (in contrast to the situation in South Korea), there is 

a possibility of connecting the two societies’ social capital in step with the 

progress of their relationship. However, in the reunification process, the 

development of social capital between the two Koreas may be extremely difficult 

and challenging due to the wide differences in the intended goals of the countries’ 

social capital. Therefore, it is necessary to explore how to improve social capital 

by using well-developed universal service and vice versa in these two quite 

different countries. Diffusion of innovations theory might be helpful to 

understand the development of universal service by explaining how universal 

service is diffused among social groups. The next section explores diffusion of 

                                                 
18 Most North Koreans start to participate in social organizations from kindergarten. In North 

Korea, mandatory education for eleven years requires that everybody has to live within an 

organization. (Understanding North Korea, p. 256) 
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innovations theory as a conceptual means to develop universal service for Korean 

reunification. 

 

3. Diffusion of Innovations Theory as a Framework for the Diffusion 

of Universal Service  

This section considers diffusion of innovations theory as a conceptual 

framework for the diffusion of universal service. This theory enables us to have a 

better understanding of the process of implementing universal service in 

preparation for an eventual Korean reunification.  

 

3.1. Exploring Diffusion of Innovations Theory  

Diffusion of innovations theory was originally developed by Everett 

Rogers (1983) and is often used to examine adoption of technological innovations. 

Rogers (1995) defines diffusion as “the process by which an innovation spreads. 

The diffusion process is the spread of a new idea from its source of invention or 

creation to its ultimate users or adopters” (p. 35). Rogers defines “diffusion” to 

include both “the planned and the spontaneous spread of new ideas” (p. 7). He 

conceptualizes the diffusion process at the most elementary form as: “(1) an 

innovation, (2) an individual or other unit of adoption that has knowledge of the 

innovation or experience with using it, (3) another individual or other unit that 
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does not yet have experience with the innovation, and (4) a communication 

channel connecting the two units” (p. 8).  

In more detail, Rogers describes four elements in the analysis of the 

diffusion of innovations: the innovation, communication channels, time, and the 

social system:  

 An innovation is an idea, practice, or object that is perceived as 

new by the individual; 

 The communication channel is the process by which 

participants create and share information with one another in 

order to reach a mutual understanding. Diffusion is a particular 

type of communication in which the message that is exchanged 

is concerned with a new idea;  

 The inclusion of time as a variable in diffusion research is one 

of its strengths, but the measurement of the time dimension can 

be criticized; and  

 A social system is defined as a set of interrelated units that are 

engaged in joint problem-solving to accomplish a common 

goal. (pp. 10-32) 

According to diffusion theory, the adoption of technological innovations is a 

function of innovativeness, or willingness to try new products. Rogers claims that 

an important factor affecting the adoption rate of an innovation is the cultural 
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value of the potential adopters. Cultural values influence the innovation-decision 

process. Rogers describes five stages of that process:   

 Knowledge occurs when an individual learns of the 

innovation’s existence and gains some understanding of how it 

functions;  

 Persuasion occurs when an individual forms a favorable or 

unfavorable attitude toward innovation;  

 Decision occurs when an individual engages in activities that 

lead to a choice to adopt or reject the innovation;  

 Implementation occurs when an individual puts an innovation 

into use;  

 Confirmation occurs when an individual seeks reinforcement 

of an innovation-decision. (p. 20) 

Using this innovation-decision process, Rogers explains how innovation spreads.  

Rogers classifies the adopters of innovations into five categories based on 

how long a period of time they take to adopt an innovation: innovators, early 

adopters, the early majority, the late majority, and laggards:   

 Innovators (Venturesome): These are the risk-takers who are 

the first to use the innovation. Venturesomeness is almost an 

obsession with innovators. The major value of the innovator is 

being venturesome.  

47 

jaehak
Note
Marked set by jaehak



 Early adopters (Respected): Early adopters are a more 

integrated part of the local social system than are innovators. 

This group tends to be influential because others look to them 

for opinion leadership.  

 Early majority (Deliberate): The early majority adopt new 

ideas just before the average member of a social system. They 

may deliberate for some time before completely adopting a 

new idea. While not in positions of leadership, these 

individuals show a deliberate willingness to change.  

 Late majority (Skeptical): The late majority adopt new ideas 

just after the average member of a social system. Adoption 

may be both an economic necessity and the result of increasing 

network pressures from peers.  

 Laggards (Traditional): These people resist change. Laggards 

are the last to adopt an innovation. While they are often viewed 

negatively, examination of their reasons for resistance may 

reveal problems that if not corrected may eventually cause the 

change to fail. (pp. 263-266) 

As noted above, these adopter categories are based on the distribution of 

inventiveness across a social system. Rogers therefore claims that all new 

technologies diffuse unevenly; some individuals adopt them early while others 
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will lag after the majority. Rogers makes distinctions among categories of 

adopters based on their time of adoption within their social systems. He claims 

that early adopters tend to be younger in age, have higher social status and a more 

favorable financial position, and utilize a greater number of different information 

sources than do later adopters. As Rogers observes, “Individuals who have greater 

resources usually benefit more from the innovations introduced by development 

agencies than those individuals who have fewer resources, thus widening the 

socioeconomic benefits gap” (p. 163). The theory proposes that a small segment 

of the population (usually less than 3%) accept the risk of adopting a new idea, 

product, invention, or behavior before anyone else. Eventually, if others see the 

benefits, they then adopt the new idea or product. (Markus, 1987; Rogers, 1983; 

Valente & Rogers, 1995) 

Nevertheless, Rogers indicates that there is a considerable shifting of 

individuals in a social system from one adopter category to another over time, and 

laggards are most likely to drop out of the social system. (p. 192) Rogers, 

however, points out, “There are no profound ‘breaks’ in the innovativeness 

continuum among each of the five categories” (p. 168). Rogers emphasizes that 

innovation diffusion should be understood in the social context.  

Diffusion of innovations theory has been widely used and has been 

expanded into many areas. Tornatzky and Fleischer (1990) have broadened the 

definition of an innovation to include “the situationally new development and 
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introduction of knowledge-derived tools, artifacts, and devices by which people 

extend and interact with their environment” (p. 119). Prescott and Van Slyke 

(1997) have noted the connection between the diffusion of related innovations, 

noting that “in most cases the adoption of a particular innovation makes an 

individual or organization more likely to adopt a related innovation” (p. 122). Due 

to the nature of diffusion of innovations, it may be very useful to apply this theory 

to the diffusion of universal service between North and South Korea.  

 

3.2. Applying Diffusion of Innovations Theory to Universal Service for 

Korean Reunification  

Universal service consists of many complex elements—not only 

telecommunications networks but also political, social, and economic elements. 

Although Rogers tends to oversimplify the diffusion process and adopter 

categories, his diffusion theory may be very helpful in explaining the 

development of universal service policy for the two Koreas by providing insight 

into how to diffuse universal service.  

Buskens and Yamaguchi (1999) have introduced a new model for the 

diffusion of information through heterogeneous social networks, the contagion 

model. This new model is an improvement on an earlier model, the transit model. 

In the transit model of diffusion, information is transferred from one actor to 

another as a kind of package, and the transmitter does not retain the information 
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(p. 281), while in the contagion model every actor who obtains information has 

that information at any time in the future (p. 321). The contagion model allows a 

communication to retain information after sharing it with someone else: 

“Consequently, the new model allows more people to have information during the 

information diffusion process” (p. 281). Buskens and Yamaguchi point out that 

the contagion model is more appropriate than the transit model for explaining 

information diffusion in heterogeneous networks.  

Although Buskens and Yamaguchi claim that the contagion model is a 

better description for information diffusion in heterogeneous networks than the 

transit model, combining a transit model with a contagion model may be useful 

for creating a model for the diffusion of universal service in the context of Korean 

reunification. In a relatively small system, such as a country’s local 

telecommunications networks, the transit model is appropriate because universal 

service spread through such a small system in a short time. However, in larger 

networks, such as a unified universal service system for the combined Korea, the 

contagion model enables more participation in the information diffusion process. 

The increased participation, coupled with the retention of information by 

individual actors, promotes the formation of social capital, while the rapid spread 

of information in a transit model increases the rate of diffusion.  

Some studies of government innovation have been cross-national, 

investigating how nations develop new programs and how such programs have 
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diffused across countries. (Collier & Messick, 1975; Heclo, 1974; Brown et al., 

1979; Kraemer, Gurbaxani, & King, 1992; cited from Berry & Berry, 1999, p. 

170) This innovation diffusion model is applicable to the study of universal 

service for the two Koreas because the diffusion model is inherently 

intergovernmental or interstate. Although the lack of telecommunication 

infrastructure in North Korea due to economic hardship has made it difficult to 

even consider universal service there, there is a great possibility that North 

Korean universal service adoption might emulate previous adoptions by South 

Korea. Although there are no profound “breaks” in the innovativeness continuum 

among each of the five categories and each country may have the five categories, 

in order to understand universal service diffusion between the two Koreas and 

considering the level of information technology development of North and South 

Korea, we may categorize South Korea as an early adopter and North Korea as a 

laggard, even though most North Koreans do not resist change. 

This categorization is significant because the innovation diffusion 

literature holds that dissatisfaction is more common among later adopters than 

among earlier adopters. (Parthasarathy & Bhattacherjee, 1998, p. 365) The 

diffusion level of universal service in Korea, therefore, must be considered within 

the political, economic, and social context of each of the two Koreas. The 

enormous social and economic gap caused by uneven information access between 

North and South Korea will aggravate the disparity between the early adopter 
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(South Korea) and the laggard (North Korea) in the process of Korean 

reunification, which indicates that well-developed universal service is urgently 

needed for overcoming social inequity in the process of Korean reunification. 

Diffusion theory allows us to explore possible options that South Korea may 

pursue to expand universal service policy.  

Frances Berry and William Berry (1999) develop policy diffusion theory 

to explain variation in the adoption of specific policy innovations, such as lottery 

programs. Berry and Berry argue that, “although much research about 

policymaking seeks to explain why policymaking tends to be incremental, 

ultimately government programs can be traced back to some nonincremental 

innovation” (p. 169). They explain the policymaking process using innovation-

diffusion theory in adopting new programs. The dominant practice in policy 

innovation is to define an innovation as a program that is new to the government 

adopting it. (Walker, 1969, p. 881, cited from Berry & Berry, 1999, p. 169) Berry 

and Berry explain that there are two principal types of models for the adoption of 

a new program by a state: internal determinants and diffusion models. While 

internal determinants models posit that the factors leading a jurisdiction to 

innovate are political, economic, or social characteristics internal to the state, 

diffusion models are inherently intergovernmental: they view state adoptions of 

policies as emulations of previous adoptions by other states.  
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Berry and Berry, in addition, categorize various diffusion models 

developed in policy innovation literature into four types: the National Interaction 

Model, the Regional Diffusion Model, the Leader-Laggard Models, and the 

Vertical Influence Models. Berry and Berry’s National Interaction Model 

hypothesize that states emulate each other for three basic reasons:  

 States learn from one another as they borrow innovations 

perceived as successful elsewhere 

 States compete with each other  

 Public officials can experience public pressure from their own 

citizens to adopt policies initiated in other states. (pp. 171-172) 

They conclude that “the key to progress in research on state innovation is the 

development of models sensitive to the diversity of potential influences on a 

state’s propensity to adopt a new policy” (p. 187).  

While the National Interaction Model assumes that “states interact 

thoroughly with each other on a national basis, the regional diffusion model posits 

that states are influenced primarily by those states that are geographically 

proximate” (p. 175). Like Rogers’ categorization of diffusion of innovations, 

Leader-Laggard Models assume that “certain states are pioneers in the adoption of 

a policy, and that other state emulate these leaders regardless of their geographic 

location” (Walker, 1969, p. 893). Finally, Vertical Influence Models see states as 

“emulating not the policies of other states but the policies of the national 
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government” (Berry & Berry, p. 177). Berry and Berry claim that the national 

government serves in the same role as a state-level pioneer (leader state). The 

final chapter will explore how these models are applied to suggest policy 

recommendations. This study will not apply any one of these models exclusively; 

rather, all four models are combined in order to develop a universal service model 

for Korean reunification.  

The application of diffusion theory to universal service assumes that new 

universal service allows an early adopter to diffuse the universal service to the 

laggard through the diffusion process. Diffusion theory allows us to explore 

alternatives that North and South Korea may pursue to expand the scope of 

universal service by combining Berry and Berry’s four models. The final chapter 

of this study will use both Rogers’ diffusion of innovations and Berry and Berry’s 

four diffusion models as a foundation for some policy recommendations. These 

diffusion theories can help not only to develop a new universal service model for 

Korean reunification, but also to lessen possible negative side effects of wide 

access to networks such as information gaps. However, we also should be 

concerned about the inequity caused by diffusion of innovations. As noted above, 

excessive focus on technological benefits could lead to a widening of the social 

benefits gap. Rogers (1995) observes that, as the innovation diffusion proceeds, 

there is a tendency to increase the degree of inequality in a social system, but he 

claims that, if special strategies are followed to narrow gaps, this tendency toward 
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gap widening would not occur (p. 392). He does not, however, elaborate on these 

specific strategies.  

It should be noted that one of the weaknesses of applying diffusion theory 

to the study of universal service is that the theory oversimplifies the policy 

innovation process. For example, the possibility of North Korea’s following South 

Korean innovations is proportional to the number of interactions northern officials 

have with South Korean officials who have already adopted a new system. 

Although there is a great possibility that North Korea may adopt a South Korean 

model, this likelihood is dependent upon many factors. Therefore, we need to 

avoid oversimplifying the diffusion process because it is very complicated and 

needs to be understood within the political, economic, and social context of each 

country.   

 

3.3. Implications for Eventual Korean Reunification  

Beachboard, McClure, and Bertot (1997) view the effort to expand 

universal access to information services as a “diffusion of innovation” problem. 

According to them, a key social objective related to expanding the definition of 

universal service is “to attempt to ensure that all members of society have the 

opportunity to obtain information technology literacy which is required to 

compete in an information-based economy” (p. 18). Their argument seems to 

justify a rationale for universal service that includes universal access to 
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information resources. Providing physical infrastructure for universal service does 

not necessarily ensure universal access. Therefore, we need to expand the scope 

of universal service to ensuring universal access to information resources through 

education and training in the use of universal service.              

Rogers’ concept of “critical mass” is crucial to understanding the diffusion 

process. Critical mass refers to the point at which the number of adopters is large 

enough for the growth process to become self-sustaining. An innovation is of little 

value unless other individuals also adopt it. (Valente & Rogers, 1995) For 

example, if people feel the cost of subscribing to an Internet service outweighs the 

benefits, then there will be too few subscribers for this innovation. Thus, critical 

mass is an important consideration in understanding the conditions under which 

reciprocal behavior is started and becomes self-sustaining. (Markus, 1987) 

Interactive media, such as the telephone and the Internet, became useful only as 

more and more people adopted them (also described as positive network 

externalities 19 ). Allen (1988) asserts that “network externalities, which are 

characterized by critical mass phenomena, play a central role in the demand for 

new networks” (p. 257). Gilder (1994) assumes that a network’s functionality and 

                                                 
19 The network effects means that “the value of the good or service to a potential customer is 

dependent on the number of customers already owning that good or using that service. This type 

of side effect in a transaction is known as an externality in economics, and externalities arising 

from network effects are known as “network externalities” 

(http://www.nationmaster.com/encyclopedia/network-externality). 
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value grow as the number of people connected to it grows. He argues that this 

growth in value is exponential rather than arithmetic. (Gilder, 1993, cited in 

Blizinsky, 1999) 

As Rogers (1995) notes, the usefulness of a new communication system 

increases for all adopters with each additional adopter. Gilder (1994) and 

Blizinsky and Schment (1999) support Rogers’ argument. When the number of 

people on a network grows, so does the network’s functionality and potential 

customer base (Gilder). “A network is most valuable to owners, service suppliers, 

and service recipients when as many people as possible connect to a network, all 

other factors being equal” (Blizinsky and Schment, p. 74).  

In terms of universal service adoption, however, the level of each nation’s 

adoption and extent of use of the service varies according to numerous factors at 

both the macroscopic level, such as political structure, economics, and social 

relationship, and at the microscopic level, such as policy priorities and funds. 

Rogers points out the difficulties of transferring innovation from one country to 

another, since each country has its own unique political, economic, and social 

systems. The enormous differences between the two Koreas will make it difficult 

to transfer or diffuse universal service into each other.  

More particularly, one major factor crucially affecting any nation’s 

universal service diffusion is the character of its national telecommunication 

infrastructure. A country’s infrastructure, as well as the capacity of its 
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international links, plays an important role in the diffusion process (Bazar & 

Boalch, 1997). However, although a country or an institution may develop its 

telecommunication infrastructure very well, if users or potential users of the 

infrastructure resist use of the infrastructure, that innovation may fail. Therefore, 

identifying the critical aspects of universal service, such as network infrastructure, 

education, and universal access, is necessary to achieve universal service 

diffusion successfully. 

Consequently, innovation diffusion theory is very useful as a conceptual 

framework for universal service for Korean reunification. South Korea has a 

comparatively well-developed telecommunications infrastructure for universal 

service while North Korea has fallen behind; at the present time, the Internet has 

reached the critical mass threshold in South Korea thereby assuring that its 

adoption rate is self-sustaining. The possibility is high that the robust universal 

service model of South Korea will eventually be applied to North Korea during 

the process of reunification. Application of the South Korean model to North 

Korea, however, may encounter several obstacles because the two countries have 

maintained totally different political, economic, and social systems for more than 

fifty years. These differences have impeded mutual exchange and cooperation 

between the two countries in many areas. Lack of contact has made the 

experiences of the two countries drastically different in many respects. More 

specifically, the lack of telecommunication networks and human infrastructure for 
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using the networks in North Korea may make it difficult for North Koreans to 

adjust themselves to the advanced technology and more open social structure of 

South Korea before or during the reunification process.  

A universal service policy based on diffusion theories may help South 

Korea to diffuse its universal service policies to North Korea by diffusing the 

service from an early adopter (South Korea) to the laggards (North Korea). This 

universal service diffusion will be beneficial for the two Koreas not only to 

prepare and to cooperate on universal service policy before reunification, but also 

to prevent disorder in the post-reunification information environment. The success 

of the eventual Korean reunification, which needs to include cultural 

harmonization as well as state reunification, is to some extent dependent upon 

ensuring equal information access through universal service diffusion. In short, 

diffusion of innovations theory and policy diffusion theory are well-suited to a 

technology-related study, and especially to one that concerns implementing 

universal service between and within the two Koreas.  

 

This chapter explored a conceptual framework for understanding universal 

service and applied two conceptual frameworks, social capital theory and 

diffusion of innovations theory, in order to better understand universal service and 

to redefine its scope. This chapter contributed to exploring the research questions 

(1) What is universal service? How do we conceptualize the scope and definition 
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of universal service? and (4) How may the universal service model of South 

Korea be used to support the two Koreas’ eventual reunification? The next 

chapter will discuss the research methodology used for this study. This study uses 

policy analysis as both data collection and data analysis method in order to 

identify the major characteristics of national informatization and universal service. 
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CHAPTER 3 

RESEARCH METHODOLOGY 

 

Chapter 2 explored two conceptual frameworks, social capital theory and 

diffusion of innovations theory, in order to better understand universal service and 

to redefine its scope. This chapter describes the research methodology used for 

this study. This study uses policy analysis as both data collection and data 

analysis in order to address the following research questions:  

(1) What is universal service? How do we conceptualize the 

scope and definition of universal service? 

(2) What are the major characteristics of South Korea’s universal 

service? What are the major policy issues related to universal 

service in South Korea? 

(3) What are the major characteristics of North Korea’s 

telecommunication infrastructure? 

(4) How may the universal service model of South Korea be used 

to support the two Koreas’ eventual reunification?  

This chapter presents an overview of the research methodology and the 

characteristics of universal service research as both information policy and 

telecommunication policy. This chapter also describes the trustworthiness of the 

study’s data. 
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1. Overview  

Policy analysis is the method used in this study and includes review of 

government documents (including white papers), laws, agreements between North 

and South Korea, and other sources. Majchrzak (1984) defines policy research as 

“the process of conducting research on, or analysis of, a fundamental social 

problem in order to provide policymakers with programmatic, action-oriented 

recommendations for alleviating the problem” (p. 12). 

The scope of this study is limited to the period from the early 1990s to the 

end of 2003. The Agreement on Reconciliation, Nonaggression, and Exchange 

and Cooperation between South and North Korea (Basic Agreement)20 was 

reached in 1991. It allowed the two Koreas to promote exchange and cooperation 

in earnest. In addition, the fundamental foundation for informaization and 

universal service in South Korea was established in 1995 by the Framework Act 

on Informatization Promotion.21

 

                                                 
20 The purpose of the Basic Agreement is to improve the relationship between the two Koreas by 

promoting multilateral exchanges and cooperation. 
21 The purpose of the act is “to improve the quality of life for the nation and to contribute to the 

development of the national economy, thereby promoting informatization and laying the 

foundation for the information and communications industry and achieving advanced information 

and communications industry infrastructure” (Article 1). 
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2. Universal Service as Both Information Policy and 

Telecommunications Policy 

Rapid technological development has made the current information 

environment increasingly complex and dynamic. In response to this situation, 

information policy research has been widened with regard to both policy and 

methods. From the microscopic perspective, universal service policy is a part of 

telecommunications policy, and, at the macroscopic level, telecommunications 

policy is included in the wide scope of information policy. This study considers 

universal service policy as information policy as well as telecommunications 

policy.  

Burger (1993a) is concerned about the predominance of the scientific-

technical reasoning mode in information policy research, which can be dangerous 

in designing and evaluating information policy. In the process of policy-making, 

such an unbalanced focus may lead to inappropriate results; the scientific-

technical reasoning approach does not always apply to the social sphere, thus 

social problems cannot always be addressed by using scientific-technical 

reasoning. Burger argues that the discipline needs to expand its vision to include 

humanistic-based perspectives which would enable researchers to address 

information policy more effectively.  

The study of information policy is in need of development by expanding 

and introducing various research methodologies, empirical and otherwise, 
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qualitative as well as quantitative. Multiple approaches are necessary to deal with 

the complex issues of information policy. Browne (1997a; 1997b) and Rowlands 

(1996) claim that information policy analysis must be more value-critical, more 

methodologically rigorous and self-conscious, and more post-positivist, as well as 

more attentive to similar themes in policy studies generally.  

Every research method has its own strengths. To understand more clearly 

the phenomena being examined, one can use multiple lines of sight, or 

triangulation. Berg (2001) explains that “by combining several lines of sight, 

researchers obtain a better, more substantive picture of reality; a richer, more 

complete array of symbols and theoretical concepts; and a means of verifying 

many of these elements” (p. 4). Denzin (1978) insists that the multiple-methods 

approach is the generic form: “triangulation” actually represents varieties of data, 

investigators, theories, and methods. (p. 295) He also suggests that triangulation 

includes multiple data-collection procedures, multiple theoretical perspectives, 

and / or multiple analysis techniques. Such use of multiple research design 

strategies and theories increases the depth of understanding. (p. 101) 

According to Dunn (1994), “The basic methodological injunction of 

critical multiplism is triangulation. If analysts seek to improve policy-relevant 

knowledge, they should employ multiple perspectives, methods, measures, data 

sources, and communications media” (p. 6). He argues that: 
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[M]ultiplism is not so much a new methodology as it is a creative 

synthesis of a broad range of research and analytic practices 

advocated and used by a cross-section of the policy scientists. For 

critical multiplism, inductive plausibility is the defining 

characteristic of knowledge and a major standard of success in 

policy inquiry. Inductive plausibility is not established by 

enumerating cases that support or confirm considerations, but by 

identifying, evaluating, and eliminating or synthesizing rival 

theories, perspectives, and hypotheses that challenge the analyst’s 

conclusion. (Dunn, 1994, pp. 7-8) 

The use of multiple methods to observe policy processes and outcomes promotes 

the plausibility of knowledge claims by triangulating on the same object with data 

obtained from two or more instruments (p. 8). While such multiplism does not 

guarantee success in policy analysis, it has an important benefit: analysts are less 

likely to commit errors that stem from their own limited perspectives on a specific 

policy issue.  

Universal service research operates at the boundaries of research 

methodology; there is no single comprehensive methodology for doing such 

research. This study uses policy analysis in order to focus on policy instruments 

themselves and analysis. Considering the limitation of using one methodology, 

this study uses triangulation to promote the plausibility of knowledge by 
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triangulating data obtained from different sources. This study address the 

following research questions based on the analysis of various policy instruments:  

(1) What is universal service? How do we conceptualize the 

scope and definition of universal service? 

(2) What are the major characteristics of South Korea’s universal 

service? What are the major policy issues related to universal 

service in South Korea? 

(3) What are the major characteristics of North Korea’s 

telecommunication infrastructure?  

(4) How may the universal service model of South Korea be used 

to support the two Koreas’ eventual reunification?  

  

3. Data Collection and Data Analysis 

This study uses policy analysis to identify the major characteristics of 

universal service and to analyze major debates of universal service in South Korea. 

Policy analysis is obviously useful in proposing policy recommendations for 

universal service in the process of Korean reunification. Policy analysis may 

provide “rigorous, effective, and holistic research” about universal service 

policies and increase the credibility as well as the quality of the study both by 

providing insight into existing policy trends and by complementing the review of 

existing literature.  
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3.1. Overview of Policy analysis 

Policy issues are often highly complex, and trade-offs may need to be 

made among conflicting interests (Marks, 2000, p. 191). The concept of policy 

analysis is as difficult to define as that of public policy. The concept of a “policy 

science” was clearly recognized by Harold Lasswell, who identified six 

characteristics included in its study: it must be “interdisciplinary, empirical, 

megapolicy, theoretical complexity, applied, and normative or prescriptive” 

(McCool, 1995, pp. 1-2). Nagel (1994) defines policy analysis more broadly as 

“research that deals with choosing among alternative public policies those that 

will maximize or achieve a given set of goals under various constraints and 

conditions” (p. 87). Dunn (1994), on the other hand, describes the purpose of 

policy analysis: “to facilitate improved policies by creating, critically assessing, 

and communicating policy-relevant knowledge, an aim designed to promote 

individual and collective learning through policy discourse and debate” (p. 27).  

Most researchers agree that policy analysis draws from and integrates 

elements from multiple disciplines: political science, sociology, psychology, 

economics, and philosophy. Policy analysis has no clearly defined research 

methodology. Hernon and McClure (1989) argue that, although policy analysis 

has been called a “soft” methodology because it produces practical 

recommendations that might be implemented, labeling policy research as “soft” or 
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of lesser significance than other types of research is unreasonable, because it 

implies that policy research is less rigorous than other types of research.  

Policy analysis is intended to effect change (Hernon & McClure, 1989, p. 

319) and to provide policymakers with timely and appropriate information 

(Hernon, 1989, p. 18) by combining scholarship with practice in the real world 

(Ascher, 1986, p. 372). Policy analysis provides suggestions for decision making 

and places a problem or an issue in its proper context. Hernon and McClure 

(1989) emphasize the importance of policy research because such research can 

draw upon methodologies used in various disciplines and fields. These 

methodologies generate data useful in either a descriptive or an inferential context 

(Hernon & McClure, 1989, p. 319). Majchrzak (1984) observes that “without the 

constraints imposed by a singular methodological approach, policy researchers 

have been free to pursue a variety of methodological directions in technically 

analyzing social problems” (p. 58).  

Many scholars agree that policy analysis is also empirical in its approach. 

Majchrzak (1984) points out that policy research uses an empirico-inductive 

approach which stands in contrast to the traditional scientific hypothesis-testing 

approach. Policy research, she claims, “begins with the social problem and 

attempts empirically to induce concepts and causal theories as the study of the 

social problem progresses. Researchers engage in an iterative process whereby 

information and model building are constantly interchanged” (pp. 18-19). Dunn 
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(1994), furthermore, uses three approaches to policy analysis: empirical, valuative, 

and normative. The empirical approach is concerned primarily with describing the 

causes and effects of given public policies; the valuative approach is mainly 

concerned with determining future courses of action that may resolve public 

problems; and finally, the normative approach is concerned with recommending 

future action that may resolve public problems. (pp. 62-63) 

Majchrzak (1984) describes the major characteristics of the study of 

policy research:  

 it is multidimensional in focus; 

 it uses an empirico-inductive research orientation;  

 it incorporates the future as well as the past; and 

 it responds to study users; and  

 it explicitly incorporates values. (p. 18) 

Majchrzak wants her readers to “avoid a purely technicist orientation, urging them 

to use an empirico-inductive approach that adapts elements of grounded theory 

and contextualizes policy conflicts and approaches to addressing them” (Doty, 

2001, p. 215). Majchrzak (1984) observes that “policy research is a value-laden 

process in which many of the decisions involved in the research effort are driven 

by numerous and sometimes conflicting values” (p. 20). Scholars in the area agree 

that policy research explicitly incorporates values. These values influence 

virtually the whole process of policy research. For Dunn (1994), to choose or 
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prioritize one value over another is not merely a technical judgment; it is also a 

judgment requiring moral reasoning (p. 4). In particular, Hernon (1989) describes 

information policy analysis as “dealing with political, social, and economic 

realities” (p. 19). It identifies the expectations of different stakeholders in the 

information sector, produces realistic options for policymakers, and attempts to 

meet the expectations of these policymakers.  

To summarize, while policy analysis is partly descriptive by drawing on 

traditional disciplines that seek knowledge about causes and consequences of 

public policies, it is also normative, in that it offers recommendations to 

policymakers, and thus it is also value-dependent. Overman and Cahill (1990) 

argue, “most approaches to information policy have understated the role of values 

and normative structures”22 (p. 803). They claim that the focus on values will 

bring about an “explicit, critical, and comprehensive” study of the normative 

structure of information policy problem. While a descriptive approach may be the 

primary one used to give a general analysis of universal service in South Korea, 

the valuative or normative approach may be needed to propose implications for 

future policymaking.  

Although policy research has traditionally focused on conducting policy-

relevant scientific research using quantitative methods, alternatively, the 

                                                 
22 They use seven primary information policy values: access and freedom, privacy, openness, 

usefulness, cost and benefit, secrecy and security, and ownership (p. 805). 
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discipline needs to consider qualitative research. Qualitative research was adopted 

relatively late in the public policy field but offers great potential benefits. One of 

its major strengths is that it focuses not only on what happens but also on why it 

happens. This approach can help policymakers develop effective solutions to 

contested policy concerns and provide policy options in different ways. Hedges 

and Duncan (2000) explain why qualitative research is especially important in the 

public sector: 1) the quality of communication with participants is potentially 

high; 2) this communication is bi-directional and interactive; and 3) people are 

viewed holistically, in the round. (p. 203) 

Qualitative policy analysis, however, has some limitations. Hedges and 

Duncan (2000) point out some of these: 

 a limited supply of researchers with relevant experience in a 

growing field; 

 a lack of buyer expertise among public bodies new to using 

research; 

 the need to find better ways of explaining complex policies to 

the public and of helping participants to deliberate about them. 

(p. 215) 

To complement qualitative policy research, alternative research methods might be 

considered. Schön’s approach of applying generative metaphor to public policy 

differs from traditional approaches in that he chooses to focus on “problem 
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setting” instead of problem solving. For Schön (1983; 1993), Dunn (1994), and 

others, “problem setting is the most important of the professional analyst’s 

responsibilities” (Doty, 2001, p. 218). Schön (1993) argues that “the essential 

difficulties in social policy have more to do with problem setting than with 

problem solving, more to do with the selection of optional means for achieving 

them” (p. 138). To this end, Schön uses the generative metaphor, which he 

defines as “symptoms of a particular kind of seeing-as, the ‘meta-pherein’ or 

‘carrying over’ of frames or perspectives from one domain of experience to 

another” (p. 137).  

While the traditional approach to public policy is that the problem is given, 

and public policy searches for solutions to known problems, Schön’s problem 

setting approach is based on the concept that “problems are not given; and they 

are constructed by human beings in their attempts to make sense of complex and 

troubling situations” (p. 144). Schön’s generative metaphor stems from the 

recognition that we live in extremely complex social situations. Unexpected 

problems reveal a stubborn conflict of ends, traceable to the problem setting itself. 

“Frame conflicts take the form of dilemmas” (p. 151). Schön represents dilemmas 

as a different kind of thing compared to policy problems. Therefore, these 

conflicting frames require:  

[R]estructuring, coordination, reconciliation, or integration for the 

construction of social problems through inquiry. Inquiry involves 
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two processes: frame structuring and the making of generative 

metaphor. The link between frame restructuring and the making of 

the generative metaphor seems to be the most critical step. (p. 156) 

What makes conflicting frames integrated? Schön used the “Site-and-services” 

example of integration of conflicting frames. Site-and-services is the 

programmatic slogan to support squatter settlements, rather than disrupt them by 

government action. People try to explore “what they might design in the way of a 

mix of formal supports and informal action, of government investment and user 

initiative” (Schön, pp. 153-154). Site-and-services is an integration of these 

conflicting perspectives, one which reflects a restructuring and coordination of the 

two frames. (p. 156) Schön distinguishes frame restructuring from compromise. 

Frame restructuring must be an “empirically grounded, careful description and 

analysis of particular instances of intuitive inquiry” (p. 160). Schön’s alternative 

approach to policy analysis may contribute to widening and deepening the study 

of public policy and information policy, not by replacing but rather by 

complementing the problem solving approach. Schön’s approach gives not 

solutions but alternatives to those conundra. 

Doty (2001) suggests that policy analysis combining both traditional and 

alternative methods may offer “rigorous, effective, and holistic” approach about 

information policies. (p. 244) Combining traditional quantitative policy analysis 

with qualitative approaches in information policy research may improve the 
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quality of research. The use of multiple methods of research will not only provide 

more credibility for the data collected from policy analysis, it will also increase 

the number of usable data that will be available to major policymakers and 

experts in related fields. As mentioned, policy research is a matter of trade-offs. 

Policy analysis addresses the sometimes ambiguous questions of decision makers 

rather than those of academicians, and policy researchers frequently find 

themselves at the fringes of existing social science methodology—adapting, 

combining, and improving as they go. (Smith & Robbins, 1982, p. 45) The current 

study focuses on qualitative policy analysis techniques in order to explore 

alternative solutions and make recommendations for further policy development. 

 

3.2. Use of Policy Analysis  

This study reviews existing policy instruments, such as legislation and 

regulations, to characterize and to analyze South Korea’s telecommunications 

policy and unification policy. In South Korea, universal service, like other 

information policies, is mainly implemented by government authorities. 

Government documents such as legislation, white papers, and government plans 

and reports are major sources for this study. Written records are a powerful means 

to measure the gap between proposed information policy goals and realized goals 

(Chon, 1996). 
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In particular, this study looks at documents produced by South Korea’s 

Ministry of Information and Communication (MIC) and the Ministry of 

Unification (MOU). The MIC is the institution in charge of comprehensive 

national informatization policies, including universal service in South Korea. The 

main goal of the MOU is to improve the relationship between North and South 

Korea and pursuing Korean reunification. Examining the documents of these 

government agencies is essential to the understanding of existing universal service 

and the development of future policy for Korean reunification. 

Government publications and documents from the MIC and the MOU are 

collected and extensively used for the exploration and evaluation of universal 

service policy in the context of reunification for two Koreas. Therefore, the policy 

analysis component of this research field consists of a review of literature and 

secondary analysis of existing data that explore government policies directed at 

both promoting the development of universal service and improving the 

relationship between North and South Korea. Various kinds of sources for this 

study are collected and examined from legal journals, regulatory publications, 

public and nonpublic policy journals and other governmental and non-

governmental publications.  

While this study uses comparatively sufficient sources about South Korea, 

it uses only limited resources about North Korea. Access to sources in and about 

North Korea is extremely limited—for example, North Korea is not connected to 
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the Internet because of political and economic reasons. In addition, lack of 

telecommunication infrastructure in North Korea makes it difficult to provide 

universal service. Thus, this study analyzes North Korea’s telecommunications 

infrastructure by examining previous research. This secondary analysis of North 

Korean telecommunications is a significant limitation of this study.  

The primary period for the review of universal service is from the early 

1990s to 2003. Universal service in South Korea began to be promoted in earnest 

after adding related provisions of universal service in the Telecommunications 

Business Act of 1998. This law is a basic and essential act ensuring universal 

service for South Koreans and most South Korean statutes and action plans 

regarding universal service are based on this Act and the Framework Act on 

Informatization Promotion. In addition, the relationship between North and South 

Korea began a new phase at about the same time with the signing in 1991 of the 

Basic Agreement to cooperate in many fields.  

 

3.3. Implications for a Universal Service Study 

There is a need for rigorous research and new research directions in 

information policy. Browne (1997a) presents two suggestions for the field of 

information policy: (1) it should be concerned with the public sphere, not with the 

corporate sector; and (2) it cannot restrict itself to studying only law and formal 
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written policies. She suggests the following desiderata for the design of 

information policy research:  

 a more value-critical approach;  

 distinctions between a descriptive and a prescriptive mode of 

policy analysis;  

 a multidisciplinary integrative perspective; and  

 avoiding discipline-bounded and technology-driven approaches. 

(p. 23) 

In particular, she points out that the lack of identification of value is a barrier 

which hinders policymakers who might be struggling to understand what is 

important about information policy or to distinguish it from other policies. 

Browne argues that “Rowlands’ (1996)23 value and paradigm-critical approach 

are similar. This approach incorporates the ontological and epistemological 

foundations of the different frameworks or paradigms of research” (p. 342). 

Although this approach is challenging, information policy study requires looking 

beyond the existing methodology. 

As noted above, policy analysis includes empirical, valuative, and 

normative approaches. Policy analysis is appropriate for exploring what universal 

service is and how we conceptualize the scope and definition of universal service. 

                                                 
23 Rowlands (1996) claims that information policy analysis must be “more value-critical and 

paradigm-critical” (p. 23). 
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Policy analysis is a very useful method for identifying the major characteristics 

and major policy issues of South Korea’s universal service and is essential for 

developing the recommendations based on the analysis of the existing policy 

instruments in South Korea. In particular, the Ministry of Information and 

Communication is in charge of providing universal service, and the Ministry of 

Unification takes the initiatives in unification. Due to the centrally-controlled 

government system of South Korea, government documents are critical to 

analyzing policy framework. Policy analysis will help the researcher (1) to 

illuminate the major characteristics of and issues related to universal service and 

(2) to propose recommendations for South Korean policy. 

In short, the study of universal service policy involves many controversial 

factors. Developing South Korea’s universal service policy is not easy because the 

country must take into account its relationship with North Korea, especially as far 

as Korean reunification is concerned. A broad selection of methodological 

approaches is crucial for such research. Browne’s value-critical approach is very 

useful for studying universal service because the concept of universal service is 

closely related to values—beliefs, ideas, and interests—rather than simply to 

information, facts, and “reality.” Universal service policy is embedded in political 

and social contexts, thus various values shape the policy. The study of this policy 

calls for an understanding of the weaknesses as well as the strengths of each 

methodology in order to maximize the benefits for the less-developed research 
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areas. Based on an understanding of the different frameworks and paradigms of 

research, such a study needs to use various methodologies, because each policy 

question lends itself to different methods of investigation. In particular, in order to 

conduct vigorous universal service policy research, the use of multiple research 

methods will be beneficial. This is the reason this study uses both policy analysis 

and some form of triangulation. 

 

4. Trustworthiness of the Data 

For quantitative research, validity and reliability of measurements are 

primary indicators of data quantity. In qualitative research, the researcher needs to 

demonstrate there is trustworthiness by using triangulation, member checking, 

and other methods. Most of the analyses have been sent to major researchers and 

experts who are associated with universal service or Korean reunification to 

confirm the value of the policy instruments analyzed and the value of their 

analysis. Two experts in universal service and North Korean telecommunication 

are from the Korea Information Strategy Development Institute, and two experts 

in Korean reunification are from the Ministry of Unification. This review by 

domain experts (triangulation) will enhance the trustworthiness of the study. 

In short, this study uses policy analysis and triangulation to characterize 

and to analyze South Korea’s telecommunications and unification policy. 

Although universal service for Korean reunification should be developed based on 
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these three perspectives (a top-down, government-led establishment of universal 

service policy; a bottom-up promotion of civic participation; and policy 

implementation by industry), universal service and unification policy are mainly 

implemented by government authorities. This study focuses on the government’s 

policy instruments. Policy analysis enables us to focus on policy instruments and 

analysis and provides insights for policy recommendations. Although policy 

analysis is a “rigorous, effective, holistic approach,” using one method has 

significant limitations. Thus, this study uses triangulation to overcome these 

limitations.  

 

This chapter provided an overview of the research methodology and the 

characteristics of universal service research as both information policy and 

telecommunication policy. In addition, this chapter explained data collection and 

data analysis and described the trustworthiness of the data of this study. The next 

chapter will identify the current situation of informatization of South Korea and 

explore universal service in South Korea and major policy debates, including a 

consideration of major stakeholders and funding resources for universal service. 

Finally, the next chapter will identify the implications for cooperation in 

telecommunications and universal service between North and South Korea. 
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CHAPTER 4  

CURRENT UNIVERSAL SERVICE AND MAJOR POLICY DEBATES 

IN SOUTH KOREA 

 

Chapter 3 explained the research methodologies used for this study. Policy 

analysis is used in order to identify the major characteristics of national 

informatization and universal service and to characterize universal service in 

relation to Korean reunification. The Framework Act on Informatization 

Promotion (FAIP)24 defines the term “informatization” as “enabling the activities 

to be carried on in all sectors of society or to ensure the efficiency thereof through 

production, distribution or utilization of information” (Article 2-2). 

Informatization education covers various kinds of education, such as information 

literacy and technology education to support people to use information technology 

and to access to information resources.  

This chapter identifies the current state of informatization of South Korea. 

In addition, this chapter explores universal service in South Korea and major 

policy debates, including a consideration of major stakeholders and funding 

resources for universal service. Finally, this chapter identifies the implications for 

cooperation in telecommunications and universal service between North and 

                                                 
24 The FAIP was enacted in 1995 to promote national informatization in South Korea. 

82 



South Korea. In this chapter, social capital theory is used to address how social 

capital may help encourage civic participation in providing universal service 

policy. In addition, diffusion of innovations theory helps to decide the spread of 

universal service in South Korea within relatively short time period. 

This chapter will contribute to exploring the Research Questions (2) What 

are the major characteristics of South Korea’s universal service? What are the 

major policy issues related to universal service in South Korea? and (4) How may 

the universal service model of South Korea be used to support the two Koreas’ 

eventual reunification?   

The next section examines the current informatization in South Korea, 

followed by a description of the information gap between the information haves 

and have-nots and the major efforts made by the South Korean government to 

address this problem. 

 

1. Overview of the Informatization of South Korea 

The information gap is often named the “digital divide,” “information 

inequity,” “knowledge gap,” “education gap,” and “communication gap.” 

Although the most widely used term now is the “digital divide,” this study uses 

“information gap” which is closely connected to “informatization.” Use of the 

term “information gap” allows us to escape the dominant debates about the term 

“digital divide.”  
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South Korea has developed its level of informatization through policy and 

practice. (See Appendix 5. Development stages in national informatization, 

1993~2003) Now South Korea has one of the best information technology (IT) 

infrastructures in the world. (National Computerization Agency, 2003, p. 4) Table 

4-1 shows that South Korea has continuously improved its national 

informatization by developing the government’s initiatives. 

 

Table 4-1. Informatization Status of South Korea 

Classification 1997 1998 1999 2000 2001 2002
Broadband Internet subscribing
household(10,000 households)
Number of Internet users(10,000 people) 163 310 1,080 1,904 2,438 2,627
       The rate of use(%) - - - 44.7 56.6 59.4
       Accessed time(hours per week) - - - 11.7 12.1 13.5
Number of PC diffused(10,000 sets) 693 827 1,153 1,862 2,150 2,249
Number of addresses in .kr domain 8,045 26,166 207,023 517,354 457,450 515,200
Number of mobile Internet
subscribers(10,000 people)
Number of mobile phone service
subscribers(10,000 people)
The proportion of IT industry in GDP(%) 8.6 9.3 11.2 13.1 12.9 14.9

Source: Ministry of Information and Communication

691 1,398 2,344

1.4

2,904 3,2342,681

37.4 401

From National  Informatization White Paper  2003 , ed. by National Computerization Agency, 2003, p. 5.

781 1,040

- - - 1,578 2,387 2,908

-

 

For example, the government established a basic plan for a Government 

Administration Information System (GASI) in 1987. After that, the Computer 

Integrated National Information System (CINIS) project was initiated to connect 

government agencies, educational and research centers, and other institutions in 
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South Korea. In June 2000, the South Korean government established its 

“Informatization education plan for 10 million people” and provided 

informatization education for about 14 million people through June 2002. (See 

Appendix 6. Informatization education plan for 10 million people) This effort 

focuses on providing basic skills for using a computer, including the use of word 

processing, spreadsheets, and presentation software, and Internet access. In 

addition, the South Korean government started to promote a “2nd stage national 

informatization education plan” (2002.7 ~ 2004). This plan focuses on advanced 

informatization education, such as information searching using the Internet, 

Internet banking, e-commerce, and use of multimedia. (National Computerization 

Agency, 2003, pp. 169-170) 

In order to keep up with the people’s demand, the South Korean 

government has taken aggressive actions to develop the country’s 

telecommunication infrastructure to promote information use. For example, the 

government forces new apartment complexes to offer ADSL (Advanced Digital 

Subscribers Line) ports for Internet access. The government also provides free 

Internet access in post offices and encourages its citizens to donate used personal 

computers to the old and the poor. In addition, the government offers widespread, 

low-cost broadband services which allow people to access broadband anywhere 

easily. As shown in Table 4-2, high telecommunications density and cell phone 

penetration also contribute significantly to promoting informatization in South 
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Korea. Due to the increase in the number of Internet hosts, the numbers of 

Internet users and broadband service users are continuously increasing. (Table 4-

3) Although these actions have mainly been driven by the government, these have 

contributed to increasing social capital by stressing networking (ADSL, 

broadband connection), trust (donating computers), and norms (cell phone 

penetration). 

 

Table 4-2. Telecommunications Service Subscribers 

Per 100
population

Per 100
population

1985 6,517 16.0 5 0.0 19

1990 13,276 31.0 80 0.2 418

1995 18,600 41.5 1,641 3.6 9,659

1999 20,518 43.6 23,443 50.3 3,212

2000 21,932 47.5 26,816 57.0 568

2001 22,725 48.0 29,046 61.4 236

(Unit: Thousand persons)

Source : Ministry of Information and Communications

Year Telephone Mobile phone Radio paging

 

The high level of education of the country is another element that has led 

to people’s improved level of informatization. As shown in Table 4-3, due to the 

rapid increase of uses of personal computers and Internet, as of 2002, 59.4% of 

the total population enjoys using the Internet, while 10.04 million households use 

broadband services. 
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Table 4-3. Uses of PCs and Internet 

Per 1,000 population
(each)

1996 6,304 138.5 731 73,191

1997 8,225 179.0 1,634 131,005

1998 9,371 202.5 3,103 202,510

1999 10,173 218.2 10,860 460,974

2000 13,121 279.1 19,040 548,088

2001 15,089 318.7 24,380 694,206

Source : Electronic Industrial Association of Korea, Korea Network Information Center

Year PCs owned
(1,000)

Internet users
(1,000)

Internet hosts
(each)

 

However, the rapid increase in Internet access has produced a great 

information gap between the haves and have-nots in South Korea. Certain 

population groups— primarily rural and poor groups— do not have access to the 

Internet or the opportunity to learn how to use digital technology. The ADSL 

demand of rural areas has not yet been met due to low telecommunications 

density and poverty. Also, the low English language fluency of many Koreans 

impedes the country’s ability to identify, use, and contribute to global information 

resources. Finally, a very troubling issue in the informatization of South Koreans 

is the alienation of disabled persons whose access to information technology is 

severely limited throughout the country. H. S. Kim (2000), a member of the 

Korean National Assembly, reported in 2000 that the digital divide in South 

Korea is more serious among the aged, the poorly educated, and the poor. A 
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survey of the Korea Network Information Center (KRNIC)25 also supports this 

assertion with the exception of income: the information gap is correlated much 

more closely with education, age, and occupation than with income, region, and 

gender. 

Although this kind of social gap existed before the advent of the Internet, 

the appearance of digital technologies has made the gap even greater. The 

information access gap has become a major concern that the country must address. 

Kwak and Oh (2002) claim that the information gap originated from necessity and 

is based upon individual factors such as learning ability and Internet access rather 

than environmental factors. With the exception of race, the social and information 

disparity in South Korea is not different from those of other countries. The least 

informatized group is the disabled followed by those with little education, those 

over fifty, farmers, and fishermen. Currently, however, there are changes within 

the information have-not groups in South Korea. For example, Internet access of 

housewives and people with little education has increased compared to that of the 

disabled. However, there has still been not much progress in overcoming the gap 

for the disabled, farmers, fishermen, elderly people, and blue-collar workers. 

In order to bridge the information gap between the haves and have-nots, 

the South Korean government has made many efforts. According to E-Korea 

                                                 
25 ET Times, 2002.7.24. 
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Vision 2006,26 the government plans to establish “e-government” by ensuring that 

90% of the total population will become Internet users by 2006. (National 

Computerization Agency, 2003) The government is also trying to alleviate the 

financial difficulties of the rural and low-income household. For example, the 

government plans to offer free Internet access in rural post offices and provide a 

low-priced satellite Internet service for rural residents. Also, the government plans 

to offer a fixed-fee based telephone service that connects low-income households 

to the Internet. In addition, the government plans to educate people for 

informatization continuously. For example, the Ministry of Information and 

Communication of South Korea plans to install nation-wide training facilities on a 

continual basis and offer informatization education for the information have-nots 

such as the disabled, housewives, farmers, and fishermen. The MIC also has 

provided free online informatization education programs.27

Although the government has attempted to bridge the information gap 

through both policy and practice, some groups have still suffered from the digital 

divide. Moreover, this effort has, in part, caused the gap to widen between the 

information haves and have-nots. Kwak and Oh (2002) claim that, as the 

                                                 
26 The third master plan for the promotion of informatization of South Korea for five years (2002-

2006) 
27 This Web site (World of Learning, or BaeWoom Nara (In Korean), 

http://www.estudy.or.kr/usr/gene/study/main/index.asp) has provided various kinds of online 

education program for informatization. 
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telecommunications infrastructure is expanded and telecommunication market 

develops, the information gap will be more serious. Up to now, the possibility of 

narrowing the gap has generated considerable interest in South Korea without any 

concern about reunification. As the exchange and cooperation between North and 

South Korea increase, the information gap between North and South Korea will 

be one of the serious obstacles in developing the relationship of the two Koreas. 

Considering the differences between the telecommunication infrastructures of 

North and South Korea, the information gap between North and South will be 

even greater than that among South Koreans. The enormous information gap 

between North and South will make it even harder to achieve eventual social 

reunification.  

The basic assumption of this study is that well-developed universal service 

can contribute to bridging the information gap and eventually to overcoming the 

social inequity between North and South Korea by providing equal opportunity 

for participation in policymaking and social life. Well-developed universal service 

supports more equal access to information resources, the maintenance of which is 

vital in a highly information-driven society. Information inequity raises questions 

about social inequity as well as economic inequity between the haves and have-

nots. For example, if someone does not have an opportunity to access 

information, she may not participate effectively in personal, political, or social 

decision making. Therefore, universal service is very important in participatory 
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democracy by allowing people to participate in the policymaking process and 

civil society by using information resources.  

Kwak and Oh (2002) argue that there is no consensus that the digital 

divide will be solved by providing universal service. Nevertheless, many 

researchers see universal service as just such a solution. This relation between 

universal service and the digital divide suggests that, although universal service is 

not the only solution for bridging the information gap, because of rapid 

technological development and the importance of the access to information 

resources, universal service is considered as a potential solution to bridging 

information gap. This study considers universal service as an essential way to 

bridge the information access gap between North and South as well as within each 

country. 

 

2. Universal Service in South Korea  

Although South Korea began telecommunications service more than a 

century ago, it was only in the 1980s that the Korean public started receiving 

modern and full-scale telephone service. (Kim & Lee, 1991) According to Kim 

and Lee, during the 1980s, the South Korean government made efforts to provide 

universal telephone service with two policy initiatives: the Immediate Telephone 

Installation System (ITIS) and Widening and Automation (WA), both of which 

aimed to expand the numbers of subscription networks and to improve network 
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quality. In the 1990s, the South Korean government started a new type of 

universal service policy designed to increase telephone use, the National Unified 

Telephone Rating System (NUTRS), which, as an eventual extension of the WA, 

had a rate plan in which all calls were treated as local calls regardless of the calls’ 

origins and where they terminated. (Kim & Lee, 1991, p. 31) 

Based on the success of these two policy initiatives, South Korea started to 

develop more advanced telecommunications infrastructure through deregulation 

and privatization of its telecommunication market. The emphasis has shifted to 

international competitiveness and advanced telecommunications services. The 

government implemented structural reform in telecommunications including 

deregulation and liberalization, introduced in the early 1990s. Universal service 

has grown in prominence in the context of gradual liberalization. O’siochru 

(1996) argues that:  

South Korea pursued a determined approach to network expansion 

in the 1980s, which laid the basis for a modern 

telecommunications network and focused heavily on universal 

service, both territorially and in terms of tariffs. By the 1990s, 

internal and external pressures to liberalize the structure were 

building; ironically, the achievements in universal service of the 

previous decade offered a space for such developments to take root. 

(Chapter 5) 
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South Korea’s universal service has been promoted as part of a developing 

national informatization infrastructure. In 1993, the South Korean government 

announced the Korean Information Infrastructure (KII) Project. (See Appendix 7. 

KII Project budget) Accordingly, in 1995, the government initiated the master 

plan of the Korean Information Infrastructure in three phases by 2005: KII-G 

(Government), KII-P (Public), and KII-Testbed (KOREN: KOrean advanced 

REsearch Network). As shown in Table 4-4, each KII project has been developed 

for different objectives with three phases at the same time. 

 

Table 4-4. KII sectors and phases 

KII-Government KII-Public KII-Testbed

Main user Government Domestic and 
business

Research institutes 
and universities

Investor Government Private sector Government and 
private sector

Main objective Backbone Access Testbed

Phase 1(1995-1997) Connect 80 call zones Fiber to the big 
building

2.5 Gbps between 
Seoul and Taejon 

Phase 2(1998-2000) All 144 call zones with 
ATM service

30% of the total 
households with 
ADSL or CATV

Giga PoPs

Phase 3(2001-2005) Upgrade to Tera bps
Over 80% of the 
households with 20 
Mbps access

All optical net

From "The growth of broadband and electrnic commerce in South Korea," by H. J. Lee, 
R. M. O'Keefe and K. L. Yun, 2003, The Information Scoeity, 19,  p. 85.  
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KII-G is the backbone network connecting major cities with fiber optic cables and 

ATM (The Asynchronous Transfer Mode)28 switches, and it is a network which 

the central and local government and education and research institutions can have 

access to affordably. Through this, 27,980 organizations use 36,689 lines of the 

Information Super Highway. As of June 2002, Internet connection services with 

at least 256 Kbps are provided to more than 10,000 schools nationwide. (NCA, 

2002, p. 26) 

The KII-P project is very significant regarding providing universal access 

to the public. Telecommunication providers have invested in the establishment of 

the Information Super Highway. Such investments have enabled citizens to enjoy 

high-speed Internet services in South Korea. The KII-P was integrated with the 

metropolitan areas’ data networks, and digital subscriber lines have been 

developed to provide high-speed connection services to the private sector. The 

government has supported telecommunication service providers to bridge the 

digital divide between metropolitan areas and rural areas. Many new technologies 

were involved in KII-P, such as ADSL (Asymmetric Digital Subscriber Line), 

cable modem, and satellite data communication (See Appendix 8. Broadband 

Internet service subscribers by services). As a result of the government’s 

                                                 
28 ATM is a high-speed digital communications process for use in ISDN (Integrated Services 

Digital Network) applications that attempts to address many of the problems associated with the 

transmission and reception of several different types of information. 
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initiatives for national informatization, South Korea is one of the most advanced 

countries in the world in terms of the use of telecommunication infrastructure and 

telecommunication services. However, despite the initiatives for national 

informatization, few laws mention term “universal service” in their provisions. 

The details and major elements of universal service had not explicitly been raised 

in South Korea until the provision of universal service was demanded in the TBA 

in 1998 (Act No. 5564). The TBA stipulates clearly provision of universal service 

and provides a rationale for universal service. 

In the Act, universal service is defined as “the basic telecommunications 

service which any user may receive at reasonable fees anytime and anywhere” 

(Article 2-3). The Act requires common carriers to provide services to customers 

in the absence of any reasonable reason not to do so. The TBA describes universal 

service clearly (Article 3-2, “Universal Service”):   

Section (1): All telecommunications business operators shall have the 

obligation to provide universal service or to replenish the losses incurred 

by such provisions. 

Section (3): The details of universal service shall be determined in 

consideration of the following matters: 

• Level of the development of information and communications 

technology; 

• Level of the dissemination of telecommunications service; 
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• Public interest and safety; 

• Promotion of social welfare; and 

• Acceleration of informatization. (TBA, Article 3-2) 

The South Korean government intends to expand universal service into more than 

wired service by requiring the law to respond to technological developments. 

Considering the rapid technological development in South Korea, there is a great 

possibility to include broadband Internet service in the scope of universal service 

in the near future. 

While the TBA mentions universal service in a general way, the 

Presidential Decree29 of the TBA describes the each element of universal service 

in a specific way, designation of a business operator providing universal service, 

and compensation for losses incurred in the course of providing universal service 

and creation of relevant financial resources. More particularly, Article 2-2 

explains the “Contents of Universal Service”:  

 Wire telephone services;  

 Telephone services for emergency communications; and 

                                                 
29 A presidential decree is “a subordinate statute which prescribes matters delegated to the 

president by act with the scope specifically defined, and also matters necessary to enforce the act 

concerned” (Ministry of Government Legislation, The law-making process) 

(http://www.moleg.go.kr). 
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 Telephone services whose fees are reduced or exempted 

for the handicapped and the low income class. (The 

Presidential Decree of the TBA, Article 2-2 (1)) 

In addition, the Ministerial Ordinance30 of the Ministry of Information and 

Communication of the Act prescribes the coverage of universal service as: 

 Wired telephone service such as local phone service and phone 

service for an isolated areas 

 Emergency telephone service 

 Reduced or exempted service fee for the disabled or those with 

low incomes. (Article 2-2) 

The Ministerial Ordinance of the Act specifies the scope of universal service. 

According to the Ministerial Ordinance, wire telephone services include local call, 

local public phone service, and phone service for isolated areas such as islands. 

Telephone services for emergency communications contain a wireless phone 

service between the continent and a ship, or among ships. In addition, it stipulates 

that a reduced or exempted fee service for the handicapped and low income 

                                                 
30 Ministerial ordinance or ordinance of the prime minister is “a statute which prescribes matters 

delegated to the prime minister or the head of each government ministry, including matters within 

the jurisdiction of the ministry” (Ministry of Government Legislation, The Law-making process) 

(http://www.moleg.go.kr). 
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citizens includes a long distance call service, a phone number guide service, a 

mobile phone service, a cellular phone service, and a pager service. (Article 2-2) 

The Framework Act on Informatization Promotion (FAIP) provides basic 

direction for universal service. This act is a fundamental and essential act that 

establishes, unifies, and provides a consistent basis for South Korea’s 

informatization. Most statutes and action plans regarding South Korea’s national 

informatization policy are based on this act. The FAIP stipulates the establishment 

of the plan for informatization promotion, fostering information communications 

industry infrastructures, upgrading information communications infrastructures, 

and operating the Informatization Promotion Fund. (National Computerization 

Agency, 2000, p. 30) Article 16-2 (Rendering of Universal Services and 

Realization of Welfare Information and Communications) states that there will be 

“free access and use of information and communication” and that providers must 

“provide equal universal service”:  

(1) The government guarantees free access to and utilization of the 

information and communications network and takes necessary policy 

measures to ensure that universal services are rendered on the equal 

condition without any regional and economic discrimination;  

(2) The government takes necessary measures to enable the physically 

handicapped, the aged, low-income people, and the underprivileged 

to gain free access to information, and to bring down information and 
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communications rates, increase the convenient use of information 

and communications apparatus and develop the capability of utilizing 

information for them to enjoy benefits from the informationalization. 

(Article 16-2) 

The Ministerial Ordinance of the MIC of the Act also states that the government 

may subsidize service providers which experience loss from providing universal 

service:31

 The ratio of the required cost and income is more than 110:100 for 

local phone service 

 The ratio of the required cost and income is more than 130:100 for 

local public phone service 

 Isolated area communication service 

 Wireless phone service for ships. (Article 2-3) 

Article 29-3 of the Act provides guidelines for service fees and the condition of 

the service use for service providers to provide telecommunications service:  

                                                 
31 The Minister of Information and Communication may have telecommunications business 

operators who are not providing universal services replenish all or part of losses incurred by a 

provision of universal services by other business operators. (Presidential Decree of the TBA, 

Article 2-4, 1) 
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1. Fees for telecommunications service shall be proper, fair and 

reasonable;  

2. Computing methods of telecommunications service fees shall be 

proper and definite;  

3. Matters concerning the responsibility of key communications 

business operators and relevant users, cost-sharing methods 

concerning the installation work of telecommunications facilities and 

other works shall be proper and definite;  

4. Forms of use of telecommunications line facilities by other 

telecommunications business operators or users shall not be unduly 

restricted;  

5. Undue discriminatory treatment shall not be made to specific 

persons; and  

6. Matters on securing important communications under Article 5532 

shall be adequately considered. 

                                                 
32 The Minister of Information and Communication may order the telecommunications business 

operators to restrict or suspend the whole or part of telecommunications service under the 

conditions as prescribed by the Presidential Decree, when there occurs or is likely to occur a 

national emergency of war, incident, natural calamity, or that corresponding to them, or when 

other unavoidable causes exist, and when necessary for securing important communications. 

(Article 55. Restriction and Suspension of Business) 
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Regarding universal service fees, Article 32 stipulates the reduction or exemption 

of service fees. A key telecommunications business operator may reduce or 

exempt uses fees from telecommunications service, under the conditions as 

prescribed by the Presidential Decree. The Presidential Decree of the TBA Article 

10-6 describes the reduction and exemption of fees for telecommunications 

services for those who are financially in need such as low income citizens or the 

disabled. The loss from universal service is calculated by subtracting the income 

from the required cost for providing universal service. The service providers who 

share the loss of universal service receive reinforcement in proportion to the total 

price of the telecommunication service. (Ministerial Ordinance, Article 2-4) 

The South Korean government has made consistent efforts to provide the 

necessary infrastructure and an information technology-friendly environment. As 

a result, South Korea has successfully established a national information 

infrastructure,33 including a telecommunications infrastructure. South Koreans 

now enjoy relatively cheap telephone and broadband network services. According 

to the MIC, 10 million households, or 70% of South Korea’s 14 million 

households, are connected to an ADSL (Asymmetric Digital Subscriber Line) as 

of November, 2002. The high level of the ADSL connection allows most of South 

                                                 
33 National information infrastructure is defined here as multidimensional phenomena which 

encompass computerized networks, applications, services, and human resources who can access, 

create, disseminate, and utilize information.  
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Koreans to connect to high speed Internet very easily. (MIC, 2002) Under the 

proactive government policies, almost the entire country has been wired with fiber 

optic lines in order to enable high-speed Internet and telecommunications services. 

This advanced telecommunication infrastructure will allow the South 

Korean government to develop universal service for trying to ensure equal access 

especially for the poor, disabled, and other marginalized groups. In order to 

narrow the information access gap between metropolitan areas and rural areas, the 

government has subsidized service providers to enhance subscribers’ lines with 

ADSL, fiber optic cables, and cable modem. (NCA, 2000, p. 27) Universal 

service in South Korea aims to reduce the service fee for service providers; 

support telephone service (including installation and use fee) for low-income 

households and the disabled; provide a 50% discount for local and long-distance 

service for the disabled; and exempt installation, equipments, basic service fee, 

and 150 calls a month for low-income households. (Telecommunications Business 

Act, Article 32) 

 

Major institutional stakeholders in Universal Service  

Blizinsky (1999) argues that universal service should be retained only if 

there are valid political, social, or economic reasons. His holistic approach to 

universal service is very useful to understanding the necessity and reason for 

universal service. The reasons may be based on either theories of rights or the 
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desirability of linking costs and benefits. Also these reasons may be based on the 

factors influencing major stakeholders such as individual recipients, network 

suppliers, or society at large. Universal service in South Korea has been 

influenced by the interests and ideas of key actors, mostly driven by the 

government. These stakeholders have influenced universal service by sometimes 

promoting or prohibiting its development.  

Universal service in South Korea faces both internal and external pressure 

for opening the market to foreign involvement. Internally, the newly privatized 

Korea Telecom (KT)34 has no responsibility to provide universal service; it 

requires a substantial amount of money. Externally, South Korea has been 

continuously required to open up the basic communications service sector to 

global players in accordance with a requirement in the WTO35 (World Trade 

Organization) in telecommunications trade negotiation. The Korean 

telecommunications industry experienced government-driven restructuring in the 

1990s all closely related to bilateral negotiations with the U.S. and multilateral 

negotiations in the Uruguay Round.36 South Korea attempted to restructure its 

                                                 
34 KT completed its privatization in May 2002 by selling all stock the government possessed to the 

private sector and declared a fully privatized company on August 20, 2002. 
35 WTO is the global international organization establishing the rules of trade among nations.  
36 At the close of the Uruguay Round in April 1994, Ministers decided to extend negotiations on 

trade in basic telecommunications beyond the Uruguay Round.  
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noncompetitive telecommunications industries to hold their own against 

international competitors. Structural changes at the international level encouraged 

by U.S. telecommunications policy liberalization and pressure from the 

international community have heavily influenced South Korea. However, there is 

little possibility that an unprofitable universal service market, as is expected in 

South Korea, could be left to foreign companies. Therefore, this study limits its 

examination of the major forces of universal service to the internal players in 

South Korea.  

Cahn (1995) defines policy actors, or “players,” as those individuals and 

groups, both formal and informal, who seek to influence the creation and 

implementation of public initiatives. He identifies institutional actors (Congress, 

the president, executive agencies, and the courts) and noninsitutional actors (the 

media, political parties, interest groups, and political consultants). Although the 

Congress is a central institution in the policy process because of its legislative 

authority and the courts have an equally significant impact on policy which 

interprets laws, this study will focus on executive agencies. The policy influence 

of regulatory agencies within the executive bureaucracy is substantial because 

universal service is almost impossible without regulation.  

Conflicting interests among the institutional and noninstituional 

stakeholders in South Korea have impeded or promoted further deregulatory 

policy measures. Noninstitutional actors include universal service recipients 
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(including potential users, even the society at large) and companies or industries, 

such as network suppliers or universal service providers. Although major 

stakeholders of universal service include individual recipients, network suppliers, 

or even society at large, the most frequent friction in universal service has been in 

the relationship between the government and industries. Most universal service 

policies in South Korea have been developed mainly by government authorities, 

using their power to influence the important industries through regulation or 

deregulation.  

At the macroscopic level, South Korea’s informatization policies 

including telecommunications policy are shaped and promoted mainly by the 

Informatization Strategy Meeting (ISM), the Informatization Promotion 

Committee (IPC), the Ministry of Information and Communication (MIC), the 

National Computerization Agency (NCA), the Korea Information Strategy 

Development Institute (KISDI), and Korea Telecom (KT). Figure 4-1 shows the 

relation of major institutional stakeholders. The Ministry of Information and 

Communication (MIC) and Korea Telecom (KT) are the main players for 

universal service in South Korea.  
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Figure 4-1. Major institutional stakeholders in universal service in South Korea 

The Informatization Strategy Meeting (ISM) is the highest decision-making 

authority of national information policy in South Korea. The Meeting, chaired by 

the President, plays a crucial role in determining strategic direction for national 

information and technology policy in a symbolic way. It provides general 

direction for national informatization but lacks the provision of legal force for 

government regulations. While the ISM provides strategic direction for 

informatization, the Informatization Promotion Committee (IPC) offers more 

specific guidelines and coordinates conflicting policies among the Ministries. The 

IPC, chaired by the vice president, is a top-level decision-making authority and is 

empowered to oversee and coordinate the entire range of information 

implementation policies encompassing the legislative, judicial, and executive 

branches of the government. The major functions of the committee are the 
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implementation and alteration of the master plan, project management and policy 

adjustment, and evaluation for national informatization. (2002, p. 19) 

The Ministry of Information and Communications (MIC) is one of the 

most important and influential stakeholders in South Korea in policy making and 

implementing national informatization and universal service. The MIC plans, 

organizes, and implements all information and communication policies, including 

universal service policy. More specifically, every two years the MIC appoints 

service providers for universal service.37 The service providers offer telephone 

service for socially marginalized customers such as the disabled and low-income 

households in high-cost and low-benefit areas.  

The National Computerization Agency (NCA) also plays an important role 

in developing the country into a “knowledge-based information society.” The 

MIC established the NCA to support the national informatization. The NCA 

describes its major goals as: 

 Providing expertise in preparing and implementing national initiatives 

for informatization promotion 

 Enabling the Korean government to be a leading and exemplary user 

of information and communication technologies 

 Developing and promoting advanced information infrastructure 

                                                 
37 The Presidential Decree of the Telecommunication Business Act (Article 2-3) provides for 

“Designation of Telecommunications Business Operator who provides Universal Services.” 
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 Evaluating and auditing IT projects in public sector 

 Developing and establishing IT standards 

 Promoting IT culture. (NCA, 2003) 

The KISDI (the Korea Information Strategy Development Institute) is another 

major stakeholder in South Korean national informatization. While the NCA 

participates in implementing informatization through policy and practice, KISDI 

plays a role in developing and providing various policy ideas through research. 

This government-sponsored research organization influences government policy 

in four areas: telecommunications, information and communications, radio and 

new media, and postal finance policies. While the NCA focuses on the 

development of national informatization, the KISDI are more concerned about the 

political, economic, and social influences of informatization. In particular, KISDI 

maintains interest in the reunification of North and South Korea through its efforts 

to strengthen cooperation in information technology (KISDI, 2003).38 Due to the 

basic concern of the KISDI about the impact of informatization on social life, the 

role of KISDI in universal service is very important.  

                                                 
38 The KISDI established the “North Korea IT Development Center” in June 2003 to promote IT 

cooperation between North and South Korea. 
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In private industry, Korea Telecom (KT) is the biggest stakeholder in 

implementing universal service in South Korea. 39  The liberalization and 

decentralization in Korea’s telecommunication sector refers largely to the transfer 

of the role of operator from the MIC to common carriers, mostly KT. KT was a 

government-invested organization until 2002, but acceleration of competition and 

liberalization caused by the privatization of KT drastically changes the 

telecommunications market of South Korea, which requires changes in universal 

service policy. Now universal service faces a new stage in South Korea. 

Among several stakeholders, the MIC and KT have played a major role in 

universal service in South Korea. However, the diversified service providers that 

resulted from KT privatization are opening a new door to universal service in 

South Korea. This diversity in providing universal service implies that the 

government’s unilateral drive for universal service without private cooperation is 

likely to fail. The success of a universal service policy may depend mainly on 

coordinated efforts by major stakeholders, more specifically among the 

government, industry, and civic sectors. The government should minimize its top-

down, direct control over or intervention in implementing a universal service 

policy. Rather it needs to allow the private sector to encourage free competition 

and a bottom-up approach based on a wide range of voluntary industry and civic 

                                                 
39 The South Korean government designated KT as a universal service provider for two years 

(2002-2003) in 2002. 
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involvement. Without industry and civic engagement, the government can hardly 

accomplish the essential goal of the policy. Cooperation among network suppliers, 

universal service providers, and society in general will allow South Korea to 

succeed in universal service. 

Consequently, both external and internal forces will influence the 

emerging universal service in South Korea. In particular, diverse stakeholders 

should be considered when shaping a universal service policy for Korean 

reunification: government-led establishment of universal service and a wide range 

of private participation for effective and full-fledged universal service diffusion. 

In the process of Korean reunification, exchange and cooperation between North 

and South Korea both at the private and at the governmental level will improve 

the relationship of the two Koreas. Due to the totally different political systems of 

the two Koreas, government-led policies have serious limitations. Coordinated 

effort by the governmental and the private sectors will ultimately contribute to 

promoting Korean reunification. In particular, a bottom-up approach by private 

sector organizations will promote building social capital through shared networks 

and norms. In addition, examining diverse stakeholders of universal service may 

offer possibilities for the stakeholders to identify themselves and to seek their 

roles in the universal service market. 
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3. Major Policy Debates Surrounding Universal Service 

The rapid change of telecommunication technology and the privatization 

of the telecommunications market have caused much debate about universal 

service. Universal service is one of the most debated issues in telecommunication. 

The advancement of telecommunications services has forced the government to 

reconsider the scope of universal service, especially the inclusion of Internet 

access. In addition, due to the privatization of KT, the selection of universal 

service providers is one of the most debated topics related to universal service in 

South Korea. Finally, the other major concern of South Korea is how to establish 

the universal service fund. Before the KT privatization, KT was a major universal 

service provider, and the funding for universal service still depends on KT. The 

privatization of KT accelerated the debates about the universal service fund. This 

financing of universal service is one of major concerns in this study regarding 

universal service in South Korea. 

One major question about universal service is its scope. Should it include 

only basic telephone services such as “bare essentials” or advanced services as 

well? Universal service in South Korea aims to reduce the service fee for service 

providers; support telephone service (including installation and use fee) for low-

income households and the disabled; provide a 50% discount for local phones and 

long-distance service for the disabled; and exempt installation, equipment, basic 

service fee, and 150 calls a month for low-income households. (TBA, Article 32 
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and Presidential Decree of the TBA, Article 10) Kwak & Oh (2002) argue that 

current universal service considers voice telephone service as the minimum level 

of telecommunication. However, rapid and widespread technological 

development makes it necessary to include the provision of advanced 

telecommunication services such as Internet or broadband connection in the scope 

of universal service. 

The high broadband connectivity of South Korea will enable the 

expansion of the scope of universal service. Based on the country’s advanced 

telecommunication infrastructure, the South Korean government is attempting to 

expand that scope in the next few years. E-Korea Vision 2006 describes that “the 

government will increase Internet access for the information have-nots and 

residents in remote regions by providing an environment to access to networks.” 

This widening of universal service may allow most Koreans to use high-quality 

broadband Internet services by 2006.  

Having expanded the definition of universal service in this way, a 

subsequent question is how to coordinate efficiency and social equity. A “volume-

oriented” universal service policy may have been justified in the earlier days of 

telecommunications service when the rapid expansion of networks was the most 

urgent policy goal. (Gordon & Haring, 1984) Once penetration and use of 

telecommunication approach saturation level, however, more attention should be 

paid to “equal access” and more balanced services among the various strata of 
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users. (Kim & Lee, 1991, p. 33) Until recently, the telecommunication policy of 

South Korea has emphasized the development of telecommunication 

infrastructure, mostly focusing on providing more physical connection to the 

infrastructure. South Korea has focused on quantitative expansion of universal 

service by widening telecommunication infrastructure rather than access to and 

use of the network through education and training. The TBA is in the same mold 

as the U.S. type of universal service, which emphasizes supply-side services, not 

demand-side.  

Universal service in the U.S. means the maximum possible provision of 

local service with use of appropriate policy means such as pricing and cross-

subsidy. (Gordon & Haring, 1984) Universal service in the U.S. focuses on 

physical connectivity rather than users’ demands, needs, or training. However, 

South Korea has recently attempted to focus on qualitative accomplishments as 

well as quantitative expansion of the telecommunication infrastructure through E-

Korea Vision 2006. E-Korea Vision 2006 clarifies that the government should 

enhance citizens’ ability to utilize information and communication technologies. 

One of the major questions about universal service in South Korea is how 

universal service should be sustained after the privatization of KT. Before the 

privatization of KT, KT and the MIC played major roles in providing universal 

service, as described earlier. The MIC was the biggest investor in KT. The 

government owned more than half of the stock in KT, which allowed the 
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government to control KT easily. Thus, subsidization was not a big concern in 

universal service in South Korea. However, the privatization of KT has made this 

funding critical in universal service policy. Eventually, one of the major concerns 

of universal service in South Korea will be how to support universal service 

financially. There are many discussions about subsidizing the financial loss 

caused by providing universal service.  

Due to the liberalization of the telecommunication market, in the 1990s, 

telecommunications in South Korea were partially privatized. South Korea’s 

competitive telecommunications markets are now led mostly by the private sector. 

The government forces private service providers to provide universal service, but 

they are reluctant to contribute financial resources to the unprofitable universal 

service market. This conflict between the perspective of the government and that 

of the private sector is one of the major obstacles in the process of developing 

universal service in South Korea. The MIC has tried to amend some provisions by 

which all universal service providers will share the financial loss caused by 

offering universal service.  

Nett (1998) argues that there are two ways to compensate for the universal 

service providers: one is to calculate universal service costs directly; the other is 

to determine the compensation implicitly by initiating an auction of the various 

elements of universal service. (p. 661) Table 4-5 shows funding mechanisms for 

supporting universal service. 
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Table 4-5. Funding mechanisms for universal service 

Tax Universal Service
Fund

Allocation of
operation licenses Auction

Strength • Efficient
  tax system

• Very popular
• Lower cost
• Reduce cream
  skimming
• Transparent
  mechanism

• No need to finance
  universal service

• Voluntary
  participation
• Transparent
  mechanism
• Reduce
  adminisrative
  cost

Weakness • High cost

• Difficult to
  determine the
  shares of fund
• Difficult to
  decide how to
  use the fund

• Universal service
  obligation to
  allocated operators

• Asymmetric
  information

Note . Made by the author, based on Nett, L. (1998), Auctions: An alternative approach
to allocate universal service obligations, Telecommunications Policy, 22 (8), 661-669

IndirectDirect

Strength &
Weakness

Funding mechanism

 

Tax and Universal Service Fund (USF) are direct methods for financing 

universal service. Indirect methods for financing include auctions40 and the 

allocation of operation licenses for universal service providers. Each funding 

mechanism has strengths and weaknesses. While the taxing method requires an 

efficient tax system and may involve high costs, a universal service fund will 

lower cost and reduce cream skimming41 because it is a transparent system. 

However, in a USF it is difficult to determine how the service providers divide the 

fund subsidies among themselves.  

                                                 
40 According to McAfee and McMillan (1987), “auctions are market transactions on the basis of 

explicit rules lead to a resource allocation and prices referring to a comparison of bids of the 

participants in this market” (p. 700) 
41 Private companies want to invest and enter a profitable market. 
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Most countries use a Universal Service Fund (USF) to subsidize universal 

service because there is a possibility that the general tax system makes the cost of 

such service much higher than the USF approach, especially for those developing 

countries with inefficient tax systems. For example, the United States uses both 

ways to support universal service: subsidizing universal service providers in high-

cost areas, and supporting low-income end users with services such as lifeline 

assistant. Although the universal service fund supports directly the service 

providers who offer universal service for high-cost areas, it does not provide 

direct assistance to end users. To realize social equity, direct assistance for low 

income citizens is more useful. G. D. Kim (1995) argues that this direct assistance 

should be considered as the same as other public assistance such as food 

assistance. Universal telephone service can be thought of as a part of public 

assistance programs because it directly provides telephone service to end users.  

On the other hand, as an indirect funding mechanism, an auction system 

requires voluntary participation and information symmetry among its participants. 

However, “auctions are typically used in the presence of asymmetric 

information…because telecommunications operators are better informed about 

the real situation than the regulatory authority” (Nett, p. 664). In recent years, 

many countries have attempted to auction in providing various elements of 

universal service or the right to use particular information resources to solve the 

problems related to universal service funding. According to Nett (1998), “the 
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dominant incumbent operator is the most natural candidate to be eligible as being 

the universal service provider” (p. 662), and “the winner of the auction becomes 

the universal service provider” (p. 661) Method of allocating licenses does not 

require the government to directly finance universal service, and the universal 

service obligation is allocated to various operators.  

South Korea has used both direct and indirect methods to support 

universal service. For example, South Korea directly supports universal service by 

providing exemption or reduction of the service fee for the handicapped and low-

income class. In addition, the government allocates operation licenses linked to 

universal service obligations. In 2002, the government decided to subsidize 50% 

of the loss from universal service, and gradually the government will increase the 

subsidy rate for the universal service loss. For the long term, the government 

intends to subsidize all the loss caused by providing universal service for all 

service providers.  

Although the South Korean government has presented various measures to 

subsidize universal service providers, universal service funding is still widely 

debated without any generally-accepted solution. There is a need to seek an 

alternative to complement the existing approach such as an auction although 

universal service auctions require information symmetry among all participants. 

(Nett, p. 668)  
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Consequently, despite the high level of informatization, South Korea faces 

some obstacles in developing universal service. The privatization and 

deregulation in telecommunication market have caused funding problems. Lack of 

consensus caused by top-down approach has impeded the development of fully-

realized universal service and created an unbalance in social equity. In addition, 

conflicting interests between the government and private sector are one of the 

major obstacles in providing universal service. Finally, South Korea finds it 

difficult to compete with other nations in the competitive telecommunication 

market without a consistent policy and power on the national level. The next 

section, despite these obstacles, will explore how North and South Korea can 

cooperate in universal service. 

 

4. Implications for Cooperation between North and South 

Although South Korea has built an advanced telecommunications 

infrastructure in a relatively short period under the strong leadership of the 

government, they have had some difficult tasks, such as: 

[U]pgrading the existing network, construction of integrated 

services for digital networks, expansion of the fiber-optic network 

and mobile communications, developing advanced 

telecommunications technology and preparing for future linkage 
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with the backward basic network in the northern part of the 

Korean peninsula. (Kim & Ro, 1993, pp. 486-487) 

Furthermore, the ultimate concern about universal service in South Korea might 

be how universal service contributes to narrowing the information gap between 

the two Koreas. Universal service is an essential element as North and South 

Korea align their structures with the rapidly changing technological environment 

and bridge the social inequity between the two countries for eventual reunification. 

South Korea has a comparatively well-developed telecommunications 

infrastructure for universal service, while North Korea has fallen behind South 

Korea. North Korea’s underdeveloped telecommunication infrastructure can 

hardly be considered ready to provide universal service. Therefore, the possibility 

is high that the robust universal service model of South Korea will eventually be 

applied to North Korea during the process of reunification.  

However, the application of the South Korean model to North Korea may 

lead to several obstacles both internally and externally. From the internal 

perspective, the two countries have maintained their different political, economic, 

and social systems for over fifty years. These differences have impeded the two 

countries’ having mutual exchange and cooperation in many areas. In particular, 

the lack of telecommunication networks in North Korea may reinforce the 

information gap between North and South Koreans. The gap between the two 

Koreas in many respects will make North Koreans frustrated during the 
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reunification process, or even before reunification. On the other hand, externally, 

the Wassenaar Arrangement 42  has prohibited international society from 

supporting or importing IT facilities and equipment for North Korea. Furthermore, 

international society’s desire to keep North Korea from possessing nuclear 

weapons makes it difficult for North Korea to obtain international support for 

technology development. 

Reunification without fully-realized universal service between the two 

Koreas might create major social inequity by limiting North Koreans’ 

participation in policymaking and social life. The more access people have to 

telecommunications services, the more opportunities they have to access 

information resources. Such an information access gap in an information-based 

society will cause information inequity. The information inequity between the 

haves and have-nots may bring social inequity by limiting political and economic 

participation in society. Such social inequity is one of the many obstacles that the 

two nations will face in the process of reunification. Therefore, from the 

beginning stages of the reunification, which are happening now, cooperative 

                                                 
42 The Wassenaar Arrangement (WA), the first global multilateral arrangement on export controls 

for conventional weapons and sensitive dual-use goods and technologies, has been established in 

order to contribute to regional and international security and stability, by promoting transparency 

and responsibility in transfers of conventional arms and dual-use goods and technologies. The WA 

received final approval by 33 co-founding countries in July 1996 and began operations in 

September 1996. 
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universal service initiatives should be considered. Universal service can be 

understood as a basic yet comprehensive component for each nation’s 

development. A fully-realized universal service based on a well-developed 

national information infrastructure will contribute to narrowing the two countries’ 

information access gap, or digital divide, a phenomenon most countries have 

encountered within and across their borders. Although North and South Korea use 

different modes of access to information resources due to differences in 

infrastructure, they need to share their information resources by developing a 

cooperative universal service model. Sharing information resources may increase 

trust and eventually develop social capital. 

Table 4-6 presents both ultimate goals and specific strategies for 

developing a universal service model for Korean reunification. 

 

Table 4-6. Strategic plan for universal service for Korean reunification 

Goals Specific strategies

• Improve mutual benefit • Expand the scope of universal service
• Utilize each country's strength

• Balance between efficiency and social equity
• Develop universal service in the context of 
  national information infrastructure
• Develop social capital

• Contribute to social reunification by reducing 
  information gap between North and South

• Support universal service using various 
  funding mechanisms
• Develop human infrastructure through 
  education and training  

The goals and strategic plans for developing universal service for Korean 

reunification should:  
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• Improve the two countries’ mutual benefit 

The universal service model for Korean reunification needs to develop based 

on improvement in both countries’ well-being. Thus, the strategic plan for the 

goal should focus on expanding the scope of universal service into broadband 

Internet connection. Even though the underdeveloped telecommunication 

infrastructure of North Korea makes it hard to include broadband Internet 

connection in the scope of universal service, a leap frog approach may be 

helpful to the development of North Korean telecommunication infrastructure 

by establishing an advanced infrastructure without replacing the existing 

infrastructure. In addition, both Koreas should utilize each country’s strength. 

The use of the capital and advanced technology of South Korea and the cheap 

labor force of North Korea will contribute to improving their mutual interest. 

• Balance between efficiency and social equity 

Both Koreas should balance efficiency and social equity in developing 

universal service. The ultimate goal of universal service is closely related to 

social equity. Developing social capital may contribute to the increase of 

social equity using trust, social norms, and networks of social capital. 

However, considering the underdeveloped telecommunication infrastructure 

of North Korea, efficiency cannot be overlooked. To realize this goal, a 

strategic plan needs to focus on developing universal service in the context of 

national information infrastructure for Korean reunification. Both Koreas need 

122 



to develop a universal service model that should be integrated into in the 

whole national information infrastructure. 

• Contribute to social integration by reducing the information gap between 

the two Koreas  

The ultimate goal of universal service for Korean reunification should be 

focused on contributing to social integration by narrowing the information gap 

between North and South Koreans. Strategic plans need to focus on using 

various funding mechanisms to support universal service. Universal service 

funding mechanisms are crucial to providing universal service considering the 

underdeveloped telecommunication infrastructure in North Korea. Both 

Koreas need to support universal service by using various funding 

mechanisms. In addition, developing human infrastructure will contribute to 

social integration by ensuring equal access to information resources for both 

peoples. 

 

In sum, this chapter identified the current state of informatization in 

South Korea. This chapter also explored universal service in South Korea and 

major policy debates, including a consideration of major stakeholders and funding 

resources for universal service. Finally, this chapter explored the implications for 

Korean reunification of cooperation in telecommunications and universal service 

between North and South Korea. In light of social capital theory, the fact that the 
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South Korean government has used primarily a top-down approach to develop 

information policy suggests that it requires civic participation for its universal 

service policy to succeed. Although South Korea has succeeded in developing 

physical telecommunication infrastructure through the strong government-driven 

policy, a bottom-up approach focused on civic engagement will promote wide use 

of the infrastructure. The reliance on diversified universal service providers 

resulting from the KT privatization requires private sector leadership and civic 

participation as well as strong government leadership. Ultimately, this dual 

approach (top-down plus bottom-up) informed by social capital theory can be 

used to overcome the information gap between North and South Korea and to 

improve the relationship of the two Koreas by developing consensus and strong 

social cohesiveness. 

 

This chapter contributed to the study by exploring the Research Questions 

(2) What are the major characteristics of South Korea’s universal service? What 

are the major policy issues related to universal service in South Korea? and (4) 

How may the universal service model of South Korea be used to support the two 

Koreas’ eventual reunification?  

In order to explore South Korean policy in both national informatization 

and universal service, the next chapter will analyze major policy instruments 

related to South Korean informatization and universal service. 
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CHAPTER 5  

POLICY ANALYSIS OF SOUTH KOREAN UNIVERSAL SERVICE 

  

Chapter 4 identified the current situation of informatization of South 

Korea, explored universal service in South Korea, and discussed major policy 

debates, seeking the implications for Korean reunification of cooperation in 

telecommunications and universal service between North and South Korea. This 

chapter will analyze the major policy instruments on informatization and 

universal service to identify the characteristics of South Korean 

telecommunications and universal service policy from the perspective of Korean 

reunification. This chapter will contribute to addressing Research Questions (2) 

and (4): (2) What are the major characteristics of South Korea’s universal service? 

What are the major policy issues related to universal service in South Korea? and 

(4) How may the universal service model of South Korea be used to support the 

two Koreas’ eventual reunification?  

     

1. Overview of the Analysis 

This chapter analyzes South Korean policy instruments about 

informatization, focusing on telecommunication and universal service. The 

analysis aims to give policymakers substantial ideas about universal service for 

future policy making; in particular, comparative analysis between North and 
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South Korea will allow policymakers of both Koreas to evaluate and develop their 

policies for Korean reunification.  

The major time period for the analysis is from the beginning of the 1990s 

to the end of 2003. During this period, South Korea set to work in earnest, 

creating policies of national informatization starting with the enactment of the 

Framework Act on Informatization Promotion (FAIP) in 1995. Additionally, in 

order to foster a legal and institutional environment appropriate for a knowledge- 

and information-based society, the South Korean government, more specifically 

the Ministry of Information and Communication (MIC), has enacted and amended 

laws related to telecommunications services.43  

This chapter looks at nine major policy instruments of informatization 

focusing on telecommunications policy and universal service in South Korea:   

1. National Informatization White Paper (White Paper) (2002, 2003) 

2. E-Korea Vision 2006 (E-Korea) (2002) 

3. Annual Plan for Informatization of MIC (Annual Plan) (2002, 2003) 

4. Framework Act on Informatization Promotion (FAIP) (1995) 

5. Framework Act on Telecommunications (FAT) (1991) 

                                                 
43 According to the 2003 official Web site of the MIC, a total of 154 laws was enacted 

and amended from 1995 to April 2001, including 79 laws related to informatization in 

the public sector and 75 laws related to informatization promotion in the private sector. 

(www.mic.go.kr) 
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6. Telecommunications Business Act (TBA) (1998) 

7. Act on Promotion of Information and Communications Network 

Utilization and Information Protection (NUIP Act) (2001) 

8. Act on Management of Knowledge Information Resources (MKIR 

Act) (2000) 

9. Act on Closing the Digital Divide (Digital Divide Act) (2001).  

As shown in Table 5-1, these policy instruments fall into three categories: 1) 

general directions for South Korean informatization policy, 2) general acts on 

telecommunications service, and 3) acts on promoting information use. 

 

Table 5-1. Three categories for informatization policy instruments 

General directions for 
informatization policy

Acts on telecommunications 
services

Acts on information use 
promotion

• National Informatization 
  White Paper 
• E-Korea Vision 2006
• Annual Plan for 
  Informatization of MIC
• Framework Act on 
  Informatization Promotion 

• Framework Act on 
  Telecommunications 

• Telecommunications 
  Business Act

• Act on Promotion of Information 
  and Communications Network 
  Utilization and Information
   Protection  
• Act on Management 
  of Knowledge
  Information Resources 
• Act on Closing the Digital Divide  

The National Informatization White Paper (White Paper) is essential for 

understanding the basic direction of South Korean informatization policy. It 

provides comprehensive information on national informatization, including an 

overview of Korean informatization and laws and regulations regarding 
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informatization. The E-Korea Vision 2006 is the third master plan44 for national 

informatization in South Korea. Like the previous master plans, the third master 

plan provides directions to continue the development of national informatization. 

While the White Paper provides general objectives for informatization in South 

Korea, the Annual Plan provides a specific plan every year for national 

informatization, which includes telecommunications and universal service 

policies. The Annual Plan of the MIC is very important to understanding the goals 

and strategic plans to achieve its goals in South Korea. MIC is primarily 

responsible for shaping and promoting major informatization policies in South 

Korea.  

While the above policy documents provide the general policy direction for 

national informatization, the Framework Act on Informatization Promotion 

(FAIP) sets legal requirements for the government. This act established, unified, 

and provided a consistent base for South Korea’s informatization. Most statutes 

and action plans regarding national informatization policy in South Korea are 

based on the FAIP. In addition, both the Framework Act on Telecommunications 

(FAT) and Telecommunications Business Act (TBA) are very important to 

telecommunications policy and universal service policy in South Korea. A 

                                                 
44 The first master plan was planned in 1996 based on the Framework Act on Informatization 

Promotion, and the second master plan, Cyber Korea 21, was designed in 1999. 
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provision for universal service was stipulated in the TBA of 1998. While the FAT 

deals with the general elements on telecommunications, the TBA provides more 

specific details about universal service, including both major and specific 

considerations of universal service policy in South Korea. 

Along with providing information on the above mentioned informatization 

and telecommunication acts, this study also examines the policy documents about 

the promotion of information use, information equity, and the digital divide in 

South Korea. To that end, it analyzes the Act on Promotion of Information and 

Communications Network Utilization and Information Protection (NUIP), the Act 

on Management of Knowledge Information Resources (MKIR), and the Act on 

Closing the Digital Divide (Digital Divide Act). While the NUIP focuses on the 

improvement of people’s lives and the enhancement of public welfare by 

promoting the utilization of information and communications networks, the 

MKIR provides specific concepts on how the government manages knowledge 

and information resources to promote the usage of knowledge and information. 

Finally, the Digital Divide Act attempts to promote universal, unlimited access to 

telecommunications networks and use of telecommunications services in South 

Korea. As such, this law is closely connected to the ultimate goal of universal 

service.  
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2. Policy Analysis of Informatization and Universal Service 

2.1. Elements of Universal Service 

This section identifies the characteristics of and the relationships among 

the elements of telecommunication and universal service policy via an analytic 

template. Table 5-2 contains an analytic template that includes major elements of 

telecommunication service in general as well as the universal service addressed in 

this study. The template allows us to identify the primary characteristics of the 

different elements of telecommunication policy and to compare and analyze the 

commonalities and differences among the policy instruments. The major 

categories of the analytic template are based on Blizinsky (1999).  

Blizinsky divides major concerns of universal service policy into two 

areas: rationale and implementation. Rationale explains the major goals of the 

policy instruments in South Korea, based on political, economic, and social 

considerations. The analytic template shows the major policy focus of each policy 

instrument. As shown in Table5-2, the major rationales for universal service 

include promoting information use, bridging the digital divide, ensuring equal 

access, making use of telecommunications convenient, promoting national 

informatization, providing education for access, and promoting public welfare. In 

addition, the analytic template shows how each policy instrument pursues its 

goals (implementation).  
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Table 5-2. Elements of Universal Service 

WP EK API FAIP FAT TBA NUIP MKIP DD

Use Promotion √ √ √ √ √

Bridging the
Digital Divide √ √ √ √ √

Free/Equal Access √ √ √ √ √ √ √

Convenience √ √ √

Informatization √ √ √ √ √ √

Education/Training √ √ √ √ √
Economic
Development √ √ √ √ √ √ √

Public Welfare √ √ √ √ √ √ √

Local Phone √ √

Long Distance √ √

Public Phone √ √

Phone Number √ √

Broadband √ √

Wireless √ √

Emergency Service √ √ √ √

Senior √ √ √ √ √ √
Disabled
(Handicapped) √ √ √ √ √ √

Low Income/Poor √ √ √ √ √ √

Rural/Fishing/
Farmers √ √ √ √ √

Women(Full-time
Housewives) √ √ √ √ √

Govt (Central/Local) √ √ √ √

Non-Profit √ √
Private

Govt(Central/Local) √ √ √

Non-Profit

Private

POLICY INSTRUMENTS

Goals

IM
PLEM

EN
TA

TIO
N

Telephone
Service

Funding
sources

R
A

TIO
N

A
LE

Policy
drivers

Internet
access

Recipients
of Service

√

√
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Major elements of the template include telephone service, Internet access, 

service recipients, major policy drivers, and funding sources for providing 

universal service. The elements of each category are not permanently fixed but 

rather dependent on time, technological development, and social, economic, and 

political conditions, which are all part of a holistic approach to universal service. 

Democracy requires an informed and involved citizenry (Rotunda & Nowak, 

1992), and citizens’ participation can be developed when citizens have equal 

access to information resources. The evolution of information technologies and 

telecommunications policies must ensure and expand participatory democracy by 

facilitating democratic discourse. Most policy instruments in South Korea do not 

describe the political benefits of informatization explicitly; rather they focus on 

economic and social benefits such as economic development and public welfare. 

Blizinsky and Schement (1999) claim that “in the Information age, 

information networks distribute economic goods and services, and add value to 

transactions; thus, the economic benefits of an interconnected information 

infrastructure accrue to the individuals on that network, to the network owners, 

and to society as a whole” (p. 73). They also argue that “as information becomes 

crucial for businesses and individuals, universal service is the mechanism for 

maximizing access because people should be empowered economically by their 

telecommunications system” (p. 74). In the same vein, South Korean policy 

instruments emphasize the importance of the economic value of national 

132 



informatization. National informatization policy in South Korea assumes that 

informatization will stimulate economic development and that a well-developed 

economy in turn will increase the public welfare (White Paper, FAIP, Digital 

Divide Act). While there are concerns about the negative side-effects of national 

informatization such as the high possibility of disclosure of private information, 

South Korea attempts to solve these problems by legal structures such as the 

NUIP. However, how to effectively balance ensuring information access and 

protection of private information continues to be one of the most debated issues in 

South Korea.    

Many policy documents assume that equal access to information 

resources allows people to improve social relationships and get more benefit from 

using information (White Paper, FAIP, MKIR, Digital Divide Act). Blizinsky and 

Schement argue that “the network is an essential ingredient for overcoming social 

fragmentation and, consequently, for enabling participation in community” (p. 75). 

Thus, “universal service is an operational benchmark on the way to the greater 

goal of social empowerment, political participation, and economic development” 

(p. 75). Most policy instruments in South Korea clearly identify achieving public 

welfare as the ultimate goal. The South Korean government understands that the 

political and economic value of the law lies in its connection to achieving public 

welfare; and inversely, that public welfare is based on economic development. 

Even though South Korea has accomplished a certain level of national 
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informatization based on its economic development, too much emphasis on 

economic concerns alone may cause negative side effects such as an information 

gap between the information haves and have-nots.  

Like other policies, telecommunication policy or universal service policy 

should be pursued based on its necessity in political, social, and economic realms. 

According to Blizinsky, reasons for universal service may be based either on the 

“theory of rights or the theory of linking costs and benefits” (p. 60). South 

Korea’s informatization and telecommunication policies aim at “informatization” 

through free or equal access by usage promotion (White Paper, NUIP, and Digital 

Divide Act) and by increasing users’ convenience (White Paper, TBA) through 

education and training for access (White Paper, E-Korea, Annual Plan, MKIR, 

Digital Divide Act). However, the ultimate goal of most policy instruments is to 

promote public welfare via economic development (White Paper, E-Korea, 

Annual Plan, FAIP, FAT, TBA, Digital Divide Act).  

O’siochru (1996) argues that “telecommunications policy is a balance 

between economic growth and social justice. Universal service is, in general, most 

concerned with the latter” (p. 1). Maintaining balance between economic 

development and public welfare is important for universal service to succeed. The 

NUIP Act and Digital Divide Act focus on ensuring equal or free access to 

information resources to bridge the digital divide. In addition, major laws 
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regarding informatization in South Korea (FAIP, FAT, TBA) support equal access 

to information resources.  

South Korea’s unique cultural and political conditions, in which most 

people are very concerned about wealth redistribution, have made it possible for 

the country to emphasize public welfare. Although, until now, the country has 

pursued public welfare through economic growth, it now seems less certain that 

economic development will contribute to social justice through wealth 

redistribution. In some respects, rapid economic development in South Korea 

stimulated by special economic development plans 45  since the 1970s has 

solidified the unbalanced distribution of wealth between the haves and the have-

nots and widened the information access gap. The rich simply have more 

opportunities to access information resources than the poor.  

Moon and Kim (2000) claim that, in the South Korean context, “it is 

difficult to render a definitive assessment of the relationship between democracy 

and economic performance and that limiting a valuation of economic performance 

to growth and competitiveness can be problematic” (p. 169). They also argue 

“South Korea needs to better balance of the goals of growth, equity, welfare, and 

quality of life based on economic growth and South Koreans must learn how to 

tackle these daunting challenges of governance within not only the formal 

                                                 
45 The economic plans were initiated by the government from 1962 to 1997 in five year increments 

to stimulate and guide the underdeveloped economy of South Korea. 
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structure but also the spirit and culture of democracy” (p. 169). Therefore, the 

informatization policy of the South Korean government with its emphasis on 

economic development needs to be reconsidered. Informatization and 

telecommunication policy in South Korea must promote democracy and public 

welfare taking the steps necessary to provide equal opportunity to use information 

resources. 

Blizinsky (1999) claims that, even if universal service as a policy is 

desirable, key decisions must be made about the implementation of that policy. 

These decisions require consideration of the following questions: “What services 

should be included? How will the services be made available? How should they 

be funded? And what should the government’s involvement be in decision making 

and implementation?” (p. 61). Considerations regarding policy implementation 

for the present study include 1) types of telephone service 2) types of Internet 

access 3) recipients of universal service 4) policy drivers and 5) funding sources 

(as identified in Table 5-2). 

Blizinsky points out that the debate regarding what services should be 

included in the scope of universal service is “frequently sidetracked by 

participants’ failure to distinguish between minimum basic services and equal 

services” (p. 62). While major policy instruments of South Korea prescribe basic 

telecommunication services for universal service, there is little consensus about 

the scope of basic telecommunication service for universal service. Basic 
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telephone service includes local phone service, emergency phone service, and 

reduced or exempted phone service for the handicapped or low-income users. The 

White Paper and E-Korea proposed inclusion of high-speed Internet access 

through broadband or wireless in the scope of universal service for the near future.  

However, connection alone is not sufficient to achieve universal service. 

Lievrouw (2000) emphasizes the importance of training and education to cultivate 

individuals’ capacity to take maximum advantage of communication technologies. 

The White Paper, E-Korea, NUIP, MKIR, and the Digital Divide Act emphasize 

education and training for equal access to information resources. In the current 

democratization process of South Korea, following the long rule of military 

regimes, South Koreans have been eager to seek greater social justice. Blizinsky 

claims that “equality is a hard goal to achieve” and “it is more important to define 

the minimum level of acceptable service” (p. 62). To achieve the higher goal of 

information equality in South Korea, policy makers need to define the minimum 

level of universal service while at the same time ensuring access through 

education and training. 

Some policy instruments address services for seniors, the handicapped, 

low-income groups, people in rural areas, and women (White Paper, E-Korea, 

Annual Plan, FAIP, TBA, and Digital Divide Act). Lievrouw and Farb (2003) 

define “information equity” as the “fair or reasonable distribution of information 

among individuals, groups, regions, categories, or other social units” (p. 503). A 
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well developed universal service policy will help to reduce the information gap by 

providing services for the economically and socially marginalized. Technology 

education and training for seniors, housewives, and the handicapped in South 

Korea have contributed to the success of national informatization. In the past, 

these groups have had fewer opportunities to use information resources due to 

economic and social conditions.  

Who should be in charge of creating and implementing universal service 

policy? Due to the “public good” characteristics of universal service, universal 

service policy has been driven by the government in South Korea. Until now, 

while a strongly centralized government system has made it possible to control 

every aspect of universal service in South Korea, the government needs to 

encourage the private sector to take responsibility for universal service. Although 

there have been many debates about the merits of a state monopoly as opposed to 

private sector competition, universal service should be provided by the 

coordinated effort of both government and private sector organizations.  

With KT’s privatization, South Korean responsibility for provision of 

universal service is moving from state monopoly to private competition. However, 

the continuing demand from South Koreans for social justice has made it difficult 

for the country to leave universal service to private competition. Until competition 

among actors in the private sector reaches a stable period in South Korea, it will 

be difficult to achieve successful universal service. The major power for universal 

138 



service policy in South Korea still comes from the central government’s authority. 

Further, the role of the local government in implementing universal service cannot 

be ignored. As Blizinsky (1999) argues, key decisions traditionally have been 

made by the state, but local government is closer to the citizens and so may better 

represent citizens’ opinions. The White Paper and the Digital Divide Act provide 

the possibility for local government and non-profit organizations to implement 

universal service policy. 

Finally, how should universal services be funded? Blizinsky states that 

the question of who should pay may depend on the answer to the earlier question 

of who benefits from universal service. Answering this question proves to be 

complicated. Many scholars explain the rationale for universal service using 

network externalities. Cowen (1993) states that positive and negative 

“externalities occur when one person’s action affects another person’s well-being 

and the relevant costs and benefits are not reflected in market prices” (p. 75). On 

the other hand, Blizinsky points out that, “When activities result in positive 

externalities, consumers undervalue those activities because consumers are 

willing to pay for the benefits they receive but not for the benefits received by 

others” (p. 63). Under this theory, some portion of universal service costs should 

be borne by all beneficiaries. (Cowen, 1983) 

Before the KT privatization, financing for universal service in South 

Korea mainly came from KT. KT supported its losses from implementing 
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universal service by cross subsidizing between local phones and long distance 

calls. Since the KT privatization in August of 2002, all telecommunications 

business operators have the obligation to provide universal service or to cover the 

losses of other operators that provide it. (Article 3-2) However, the government in 

practice imposes the obligation of providing universal service only on some key 

telecommunication business providers,46 and KT bears the major burden. Because 

of the rapid spread of Internet service in South Korea, value-added 

communications business47 providers also should provide universal service. Kwak 

& Oh (2002) claim that it is reasonable for value-added communications business 

providers as well as key communications businesses to contribute to universal 

service.48 At present there are no clear requirements regulating provision of 

telecommunications service among value-added communications business 

providers and key communications businesses providers; however, there is no 

                                                 
46  The South Korean government (Ministry of Information and Communication) appoints 

universal service providers every two years. The TBA defines a “key communications business” 

as one that “installs telecommunications line facilities and provides telecommunications services 

such as telegraph and telephone service” (Telecommunications Business Act Article 4-2). 
47 The TBA states that “the value-added communications business shall be the business which 

leases telecommunications line facilities from a key communications business operator, and 

provides a telecommunications business service other than the key telecommunications services” 

(Article 4-4). 
48 The South Korean government imposes financial support for universal service on the key 

telecommunications service providers who make more than five billion won (about $ 4 million) in 

gross sales. 
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good reason to exempt specific and value-added communications business 

providers from contributing to universal service funding. 

While the KT monopoly had distorted the market in terms of free 

competition, it allowed South Korea to develop universal service without having 

to worry about funding resources. Currently, the MIC is trying to amend some 

provisions of universal service funding so that all universal service providers can 

share the financial losses caused by the offered universal service. One of the big 

challenges of South Korea’s universal service in the near future stems from the 

fact that privatization of KT will reduce the ease of government intervention. The 

South Korean government is preparing a plan regarding who will cover the losses 

incurred by providing universal service in the near future. However, the plan does 

not provide a specific strategy for how the government can secure adequate funds 

within the specified time frame. Thus, it is inevitable that the government will 

face negative responses from the key communications business providers if it 

does not offer a more specific plan for the funding of universal service. 

There are traditionally two ways to support universal service; in one the 

government subsidizes the service providers, and in the other, the government 

gives the subsidy directly to recipients of universal service. Blizinsky states that 

“traditionally, recipients never handled the subsidy and the government paid the 

provider or it just went into the provider’s cost and the rate base” (p. 63). 

However, such an indirect subsidy to service recipients does not work well in a 
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competitive market. A third, market-based approach, according to Blizinsky and 

other scholars, would require service providers to bid for the right to provide 

service, and the funds from these auctions would be used to subsidize recipients. 

Although some agree with the notion of using auctions as a solution to universal 

service funding in South Korea, there is no consensus about this idea. In the long 

term, various approaches to the funding of universal service will probably be 

required in South Korea, largely because significant funds will be required to 

construct telecommunication infrastructure in North Korea for universal service. 

Therefore, in the process of unification, how to support funding for universal 

service for North Korea will become a critical issue in South Korea. 

In short, although the laws and regulations related directly or indirectly to 

universal service individually have vague and abstract provisions, taken together, 

they address the major elements of universal service to achieve the goals of 

informatization and equal access. However, even so the majority of the laws and 

documents do not consider universal service from the perspective of Korean 

unification. Providing universal service anywhere requires a great deal of money 

and a long time span for establishing a telecommunication infrastructure. 

Therefore, in the process of achieving eventual reunification, all elements of 

universal service need to be more clearly addressed in response to technological 

developments and to the social, economic, and political situations of South and 

North Korea. The next section analyzes the nine major South Korean policy 
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instruments regarding informatization and focusing on universal service. 

 

2.2. Policy Instruments Analysis 

2.2.1. The National Informatization White Paper (White Paper)  

The National Informatization White Paper is essential for understanding 

the basic direction of South Korean information policy. This paper provides 

comprehensive information related to national informatization including an 

overview of national informatization that looks at policy, Internet diffusion, e-

government, e-business, the IT industry, and industrial cooperation between North 

and South Korea in the IT industry. This instrument allows us to examine the 

status of major policy concerns related to South Korean informatization. 

 In the overview section, this document explains the reasons for national 

informatization and provides a partial description of the historical development of 

informatization in South Korea. To explore the status of informatization of the 

country, this document uses the informatization index developed by the 

International Telecommunication Union (ITU) which measures the status of 

national informatization quantitatively using such elements as computer 

availability, Internet connectivity, telecommunication, and broadcasting. (See 

Appendix 9. Composition of Informatization Index) 

Table 5-3, National Informatization Index, shows that, in general, North 

America and Northern Europe enjoy the highest levels of informatization, 
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followed closely by East Asian nations. (Taiwan, Hong Kong, Singapore, South 

Korea, and Japan) 

 

Table 5-3. Index and Ranking of National Informatization 

1998 1999 2000 2001 2002 1998 1999 2000 2001 2002

Switzerland 88 89 90 89 99 8 8 7 6 1

U.S. 99 99 99 99 98 1 1 1 1 2

Sweden 96 94 91 94 93 4 3 5 2 3

Denmark 95 94 92 92 91 5 4 4 5 4

Finland 98 92 88 88 90 3 6 8 8 5

Netherlands 89 92 93 93 89 7 5 3 3 6

Norway 97 96 93 92 89 2 2 2 4 7

Taiwan 68 82 84 85 84 17 10 10 9 8

Hong Kong 79 79 80 80 83 11 13 13 13 9

Australia 87 84 85 83 83 9 9 9 10 10

Singapore 74 76 78 76 83 14 15 15 16 11

South Korea 58 70 78 79 80 22 19 14 14 12

Canada 91 92 91 88 79 6 7 6 7 13

England 76 79 81 80 78 12 12 11 12 14

Germany 68 70 76 77 78 18 18 16 15 15

Japan 80 80 80 81 77 10 11 12 11 16

New Zealand 74 78 75 75 75 13 14 18 17 17

Austria 70 72 76 72 72 16 16 17 19 18

Ireland 65 66 69 66 66 20 21 20 21 19

France 59 62 60 61 64 21 22 22 22 20

Country
Index Ranking

From National Informatization White Paper 2003,  ed. by National Computerization Agency, 2003, p. 39.  

The document specifies that, overall, South Korea’s index rank has 

rapidly risen in recent years. In particular, the rapid development of the Internet 
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has been the dominant factor contributing to the rise of Korea’s informatization 

level.  

The White Paper contains a general overview of national informatization 

policy, describing major stakeholders and major plans or policy initiatives. In 

particular, the White Paper points out the necessity of cooperation between North 

and South Korea in information technology industries. Although the White Paper 

only briefly describes cooperation between North and South Korea, it is very 

useful for understanding the general situation of the relation and policy direction 

of the South Korean government with regard to North Korea. 

In conclusion, the White Paper provides comprehensive information 

about national informatization, from general principles to specific policy 

implementation strategies. This document is essential to South Korean 

informatization policy. While it provides many details about national 

informatization, the White Paper is only peripherally concerned with national 

informatization for Korean reunification. 

 

2.2.2. The E-Korea Vision 2006 (E-Korea) 

E-Korea Vision 2006, a five-year plan written in 2002, is the third master 

plan for the informatization of South Korea, and as such, provides an updated 

blueprint for establishing an information-driven society in South Korea and offers 

a specific action plan. The first master plan for informatization promotion had 
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been developed in June 1996, based on the Framework Act on Informatization 

Promotion of 1995, and, in March 1999, the government established a second 

master plan for informatization promotion, Cyber Korea 21,49 as a blueprint for 

the new information society of the 21st century. Owing to the strong government 

leadership and concomitant strong citizens’ demand for informatization, the goals 

for informatization promotion in Cyber Korea 21 were accomplished earlier than 

anticipated. (See Appendix10. Achievement of the goals of Cyber Korea 21) Thus, 

South Korea established the third master plan, E-Korea Vision 2006, to promote 

more advanced levels of informatization. This plan is fundamental to South 

Korean informatization policy and its policy directions in the near future.  

Figure 5-1 shows the roles and the relationships among citizens, firms, 

and the government to develop an information infrastructure for the Information 

Society: each group has its own role and perspective but still should cooperate 

with the others for the advancement of information infrastructure and the 

production of social capital in the form of the Information Society. The use of 

firms for developing national informatization may work as a possible solution to 

overcome the limitation of using only government and civic society to achieve 

informatization goals. This three-pronged approach can support the development 

                                                 
49 Cyber Korea 21 aims to create the framework of a knowledge-based society and to improve 

national competitiveness and the quality of life to the level of the more advanced nations. 
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of telecommunication infrastructure financially, thereby supporting the creation 

and sharing of social capital.   

 
Figure 5-1. E-Korea Vision 2006 

From National Informatization White Paper 2003, ed. by National Computerization Agency, 2003, 

p. 10. 

In particular, this plan describes South Korea’s basic directions for the 

development of informatization: 

 To maximize the ability of all citizens to utilize information and 

communication technologies; 
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 To strengthen global competitiveness of the economy by promoting 

informatization in all industries;  

 To realize a smart government structure with high transparency and 

productivity through informatization efforts;  

 To facilitate continued economic growth by promoting the IT industry 

and advancing the information infrastructure; and 

 To become a leader in the global information society by taking a 

major role in international cooperation. (Ministry of Information and 

Communication, 2002) 

To achieve its policy goals, E-Korea focuses on qualitative accomplishments 

rather than the quantitative expansion of the telecommunication infrastructure that 

it had promoted in the past. It clarifies that the government should enhance the 

ability of all citizens to utilize information and communication technologies. 

Specifically, starting in 2002, a computer literacy program promoted by the 

government focuses on providing advanced courses for informatization, such as e-

commerce, Internet banking, information searching via Internet, and use of 

multimedia, for those who have completed basic course requirements. 

Furthermore, to ensure equal access to information resources, this plan asserts that 

“the government will increase Internet access for the information have-nots and 

residents in remote regions.” The government continues to support the 

establishment of free Internet facilities at post offices and community centers in 
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low income areas and remote regions. These plans will make it feasible for South 

Korea to include broadband service in the scope of universal service in the near 

future. E-Korea also tries to promote citizens’ participation in the policymaking 

process by using the advanced telecommunication infrastructure. For this purpose, 

“the government will improve the methods and increase the availability of 

government information open to the public, while institutionalizing and 

systematizing online public forums.” The government develops an operational 

plan every year in order that reflects environmental changes and technological 

developments to realize its goals.  

However, a potential problem with this plan is that it does not devote 

attention to the relationship between North and South Korea. Although the 

relationship of the two Koreas is unstable and dependent on the surrounding 

major powers’ relationships, when we consider that this is a long term plan (from 

2002 to 2006), it is very difficult to understand the exclusion of the relationship 

between North and South Korea and unification. However, the implementation 

strategies for the plan say that “the government will establish and implement a 

yearly operational plan based on the E-Korea.” Therefore, an annual operational 

plan could still aid Korean reunification. 

 

2.2.3. The Annual Plan for Informatization of Ministry of 

Information and Communication (Annual Plan) 
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While the White Paper provides general objectives for informatization in 

South Korea, the Annual Plan for Informatization Promotion offers a specific 

plan responding to demand and reflecting evolving priorities. The Annual Plan 

provides a specific plan of the year for national informatization and 

implementation strategy. 

Major informatization policies in South Korea are formulated and 

implemented mainly by the Ministry of Information and Communication. 

Therefore, the Annual Plan of the MIC is very important for identifying policy 

direction and specific implementation plans for informatization and 

telecommunication. In particular, the annual plans for both 2000 and 2003 

emphasize dealing with the negative side effects of informatization, such as the 

gap between information haves and have-nots or accidental or intentional 

disclosure of personal information. Due to the high penetration rate of the Internet 

in South Korea, the South Korean government now focuses on bridging the digital 

divide rather than expanding the number of telecommunication users and the 

breadth of the telecommunication infrastructure. In addition, the government 

fosters a safe and reliable online transactions environment to increase the level of 

consumer protection by strengthening security related to the access to and use of 

personal information. Ensuring safe and reliable online transactions will help 

building trust in social capital. It is also very important for the government to 

focus on the resolution of the negative side effects of informatization, one of the 
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major concerns caused by providing universal service. Therefore, although the 

plan does not offer specific direction for universal service, it deserves to be 

examined because it emphasizes the necessity of dealing with and minimizing 

negative aspects of informatization. Furthermore, the Annual Plan of 2002 

emphasizes the improvement of the relationship between the two Koreas. In terms 

of specific action, the Annual Plan encourages:  

(1) Support of telecommunication business for exchange and 

cooperation between the two Koreas;  

(2) Invigoration of mid-term or long-term information technology 

cooperation;  

(3) Development of telecommunication in North Korea; and 

(4) Finding financial resources for support of North Korean 

telecommunications.  

However, the Annual Plan of 2003 does not discuss the relationship of the two 

Koreas or reunification. Although the South Korean government has a strong 

desire for reunification, due to the dynamics and unpredictability of the 

relationship between the two Koreas, it has chosen a plan it thinks is feasible 

rather than one it thinks is ideal. 

 

2.2.4. Framework Act on Informatization Promotion (FAIP) 

151 



The Framework Act on Informatization Promotion is a basic and essential 

act meant to establish, unify, and provide a consistent basis for South Korea’s 

informatization. The FAIP describes the major factors in a national information 

policy, ranging from definition of terms to guidelines for policy implementation. 

The purpose of the act is “to improve the quality of life for the nation and to 

contribute to the development of the national economy, thereby promoting 

informatization and laying the foundation for the information and 

communications industry and achieving advanced information and 

communications industry infrastructure” (Article 1). To achieve this goal, the 

government, mainly the MIC, formulates a basic plan for promotion of 

informatization. This law stipulates the establishment of a plan for informatization 

promotion, the fostering of communications industry infrastructure, an upgrade of 

the information communications infrastructure, and the operation of the 

Informatization Promotion Fund.50 (National Computerization Agency, 2000, p. 

30) 

The concept of informatization in the act is based on promoting efficiency 

through production, distribution, or utilization of information. Its focus is on the 

supply aspects of informatization policy, such as the establishment of the super-

                                                 
50 The FAIP states that the Government shall create the Informatization Promotion Fund in order 

to support the promotion of informatization, and Article 34 mentions funding sources and use of 

the Fund. (Article 33)  
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high speed information and communications infrastructure, rather than on the 

demand aspects, being barely concerned about developing the level of users’ 

informatization through education or training. For example, Article 26 

(Accelerated Establishment of Super-High Speed Information and 

Communications Infrastructure and Active Utilization) deals with the 

establishment of a super-high speed information and communications 

infrastructure, without specifying how this advanced information infrastructure 

will be used or how it will contribute to the people’s informatization and welfare.  

Article 3-3 stipulates that government should take various measures to 

promote free access to and utilization of the information and communications 

infrastructure. Article 3-4 explicitly describes the basic direction for universal 

services: “Provision of universal services on equal terms without regional or 

economic discrimination.” Thus, South Korea’s informatization policy explicitly 

declares equal access through universal services by law, while not clarifying 

elements such as technology education. 

In particular, Article 16-2 gives a general direction for universal service 

and its eventual contribution to public welfare:  

(1) The government guarantees free access to and utilization of the 

information and communications network and takes necessary policy 

measures to ensure that universal services are rendered on the equal 

condition without any regional and economic discrimination;  
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(2) The government takes necessary measures to enable the physically 

handicapped, the aged, the low-income and the underprivileged to 

gain free access to information, and to bring down information and 

communications rates, to increase the convenient use of information 

and communications apparatus, and to develop citizens’ capability to 

utilize information in order to enjoy the benefits of informatization. 

To provide advanced information and communication infrastructure, Article 26 

requires the government to accelerate “the establishment of super-high speed 

information and communications infrastructure and its active utilization” at an 

early date and work out the policy measures needed to activate its use in the 

public and private sectors. In addition, Article 28-1 asserts that “the Minister of 

Information and Communication may establish and manage the super-high speed 

information and communications network used by public agencies and those non-

profit organizations designated by Presidential Decree using public financing, or 

delegate the establishment and operation thereof to the designated exclusive 

institution.”  

Article 33 authorizes the creation of the Informatization Promotion Fund 

(the "Fund") in order to support national informatization. Article 34 specifically 

explains financing and usage of the fund. In particular, Article 34-1 (3) states that 

the Fund will also be created by “part or whole of dividends of shares of the KT.” 
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However, privatization of KT has left the government with little power to force 

them to provide money for the development of universal service.  

In conclusion, this law presents basic direction for informatization and 

implementation for national information policy including universal service. 

However, while the act mainly focuses on developing physical information 

infrastructure such as the establishment of the super high-speed information and 

communications infrastructure, it is not really concerned with developing users’ 

informatization. This unbalanced approach to national informatization may raise 

serious problems in the form of information gaps. Furthermore, the FAIP does not 

include any provision about developing the relation between North and South. 

FAIP requires the inclusion of specific provisions to ensure universal service and 

to establish a cooperative policy model for Korean reunification.  

 

2.2.5. Framework Act on Telecommunications (FAT) 

The purpose of the FAT is to contribute to the enhancement of the public 

welfare by managing telecommunications efficiently and stimulating the 

development of telecommunications by defining the basic elements of 

telecommunications. (Article 1) This act covers almost all elements of 

telecommunications such as general provisions of telecommunications, promotion 

of telecommunications technology, construction and maintenance of 

telecommunications facilities and equipment, and management of 
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telecommunications equipment. 

While the Telecommunications Business Act (TBA) focuses on 

encouraging the development of telecommunications business and ensuring users’ 

access to telecommunications services, the FAT emphasizes efficient 

management and development of telecommunication. Thus, although the FAT 

explains the general elements of telecommunications, it does not mention 

universal service.  

The FAT defines all major terms related to telecommunications business. 

In particular, Article 2-7 defines “telecommunications service” as service that 

either “mediates a third party's communication through the telecommunications 

facilities and equipment or provides telecommunications facilities and equipment 

for the third party's telecommunications.” 

Article 7 of the FAT describes telecommunication business operators: the 

key communications business operator, the special communications business 

operator, and the value-added communications business operator. This 

classification of telecommunications business operators has significant meaning 

for providing universal service. Although the TBA does not limit the scope of 

universal service providers to key communications business operators, universal 

service in South Korea is provided mainly by key communications business 

operators, which is causing funding problems for universal service. 
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FAT states that, “in order to develop telecommunications and ensure the 

users’ convenience, the Minister of Information and Communication may 

promote the standardization of telecommunications” (Article 29). In addition, to 

produce an efficient management and operation of telecommunications facilities 

and equipment, the act allows key communications business operators to integrate 

operations of the telecommunications facilities and equipment (Article 31). This 

integrated operation will provide key communication business operators with 

efficiency and flexibility by allowing them to cooperate with other operators. The 

key communication business operators may share financial resources in 

establishing telecommunication infrastructure for universal service. 

Furthermore, the FAT describes the establishment of the Korea 

Communications Commission to create an environment of fair competition in the 

telecommunications business and to protect the rights and interests of the users of 

telecommunications services (Article 37). Although this provision describes the 

protection of the rights and interests of the users of telecommunications services, 

most subsequent provisions focus on solving the disputes among 

telecommunications business operators or users. This act is not concerned with 

encouragement of telecommunication use or equal access to information 

resources through universal service. It emphasizes efficient management and 

development of telecommunication in South Korea. In sum, the FAT provides 

major definitions regarding telecommunications business. This act is key to 
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understanding Korean telecommunications and other telecommunications-related 

laws and regulations.  

 

2.2.6. Telecommunications Business Act (TBA) 

The most essential and comprehensive law regarding universal service in 

South Korea is the Telecommunications Business Act (TBA). The TBA clearly 

requires universal service in South Korea and provides a rationale for universal 

service. Although some pieces of legislation include the term “universal service” 

in their provisions, the details and major elements of universal service had not 

explicitly been addressed in South Korea until the provision of universal service 

was stipulated in the TBA in 1998. 

This act presents major elements in universal service from a definition of 

major terms to guidelines for telecommunications service implementation, 

including universal service. In particular, Article 1 of the Act explains that the 

purpose of the Act is “to contribute to the promotion of public welfare by 

encouraging the development of telecommunications business and ensuring 

convenience to the users of telecommunications services.” The ultimate goal of 

the Act is to contribute to public welfare by providing telecommunications service 

and eventually to ensuring social equity through telecommunications services.  

In the Act, universal service is defined as “the basic telecommunications 

service which any user may receive at reasonable fees anytime and anywhere” 
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(Article 3-3). Other countries have used “basic,” “essential,” or “bare essential” to 

describe the scope of universal service; this Act uses the term “basic 

telecommunications service.” However, it does not provide specific explanation 

of “basic” services. The Presidential Decree of the act more specifically describes 

the scope of universal service (Article 2-2) and service providers (Article 2-3). 

TBA defines a “user” as “a person who has made a contract for the use of 

any telecommunications services with a telecommunications business operator in 

order to receive provision of telecommunications services” (Article 2-2). This 

definition limits the scope of users to those who have contracted with service 

providers rather than considering users of telecommunication services in general, 

while the NUIP and the Digital Divide Act define “user” widely as the general 

public. Limiting the definition of the user impedes the wider development of 

universal service, since the targeted group for universal service is the general 

public, and in particular the more marginalized. Ultimately, a narrow definition of 

users of TBA elides differences in access and creates the appearance of having 

conquered the information gap, while in reality social inequity persists. 

This Act also imposes the duty of providing universal service on 

telecommunications service providers: 

(1) A telecommunications business operator shall not refuse to 

provide any telecommunications service without justifiable 

reasons.  
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(2) A telecommunications business operator shall guarantee the 

fairness, speediness, and accuracy in performing his business. 

(3) A fee for telecommunications service shall be reasonably fixed 

so as to ensure a smooth development of telecommunications 

business and to provide the users with convenient and diverse 

telecommunications services in a fair and inexpensive manner 

(Article 3).  

In addition, “All telecommunications business operators shall have the obligation 

to provide universal service or to replenish the losses incurred by such provisions” 

(Article 3-2 (1)). These provisions clarify that providing universal service is an 

obligation for all telecommunications business operators in South Korea. More 

specifically, the Presidential Decree of the TBA describes the government’s role 

in designation of universal service business operators, coordination of 

compensation for losses from providing universal service, and creation of relevant 

financial resources. (Article 2-4)  

From the perspective of Korean reunification, although Article 59-2 

considers “Transboundary Provision of Key Telecommunications Services 

between Countries,” the Article poses different limits or specifications of key 

telecommunications services depending on the direction of the service abroad into 

the homeland, or from the homeland abroad. There is a high possibility that South 

Korea will provide telecommunications services to North Korea during the 
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process of reunification, but this provision does not consider the special 

relationship between the two Koreas. Furthermore, while most related laws 

consider the potential special relationship between the two Koreas, the 

transboundary provision of this Act considers North and South Korea solely as 

independent countries. This provision contradicts the Basic Agreement; according 

to the Basic Agreement,51 the two Koreas agree to understand the relationship of 

the countries as “a special one constituted temporarily in the process of 

unification.”  

The Presidential Decree of the TBA prescribes that “the 

telecommunications service fees required for the promotion of interchange and 

cooperation between North and South Korea can be reduced or exempted” 

(Article 10-7). This provision is a suggestion for service providers, not a mandate. 

Thus, the current declarative provision of the TBA does not ensure 

implementation of universal service to support Korean reunification. Ultimately, 

there must be laws and specific plans about universal service to contribute to the 

eventual Korean reunification. 

In conclusion, the TBA stipulates the major concepts of universal service 

in South Korea. This act focuses mostly on basic directions for universal service, 

                                                 
51 The Agreement on Reconciliation, Nonaggression, and Exchanges and Cooperation between 

South and North Korea of 1991, the first agreement between the two Koreas after the 7.4 Joint 

Communiqué in 1972. 
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but does not offer specific procedures for delivering that service. Considering the 

wide spread of telecommunications service and advanced telecommunications 

infrastructure in South Korea, a more specific provision and an action plan for 

universal service is needed to ensure social equity in South Korea as well as to 

help bridge the information access gap between North and South Korea.  

  

2.2.7. Act on Promotion of Information and Communications 

Network Utilization and Information Protection (NUIP Act) 

The NUIP Act was enacted in January 2001 “to promote the utilization of 

information and communications networks, to protect the personal information of 

people utilizing information and communications services, and to build an 

environment in which people can utilize safely and healthily the information and 

communications networks” (Article 1). The NUIP Act emphasizes the 

improvement of people’s lives and the enhancement of public welfare by 

promoting the utilization of information and communications networks. This law 

is necessary for the development of universal service in that the act focuses on 

promoting the use of information and communication networks. 

This law identifies the major concerns of universal service as ensuring the 

use of the information and communications networks and protecting personal 

information. This law requires the preparation of policy for promoting the 

utilization of information communications networks and securing Internet address 
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resources, for digital message usage, for protection of juveniles from violent 

materials, for the security of information communications networks, for control of 

information communications networks, and for the restriction of spam e-mail. 

This law provides a solid legal foundation for protecting personal information. 

Each law and document related to telecommunication or universal service 

defines major terms similarly or differently. Unlike the TBA, the NUIP Act 

defines “users” more widely. In the NUIP Act, “users” are “the persons who 

utilize the information and communications services rendered by the providers of 

information and communications services” (Article 2-4). This definition implies 

that the law intends to promote the use of information and communication service 

by defining the scope of users very broadly. 

Article 4-1 states the duty of the Minister of Information and 

Communication is “to formulate a policy to lay the foundation for building an 

information society through the facilitation of the utilization and the secure 

management and operation of information and communications networks and the 

protection of informatization, etc.” Article 4-2, sections 4 and 5 are important to 

ensuring universal access to information resources through universal service;  

4. The facilitation of information sharing through the utilization 

of the information and communications networks; 

5. The revitalization of the utilization of the Internet. (Article 4-

2) 
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The wide spread of Internet use and the facilitation of information sharing through 

the utilization of the information and communications networks will allow more 

opportunity for accessing and sharing information resources. Article 13-1 

stipulates that the MIC may:  

[F]acilitate the efficient utilization and dissemination of related 

technologies, equipment, and applied services with the aim of 

facilitating the utilization of information and communications 

networks in the public sector, region, industry, life, and social 

welfare, etc. and bringing an end to the information gap under the 

conditions as prescribed by the Presidential Decree.  

This provision is the core of the act in that it states that the Minister can complete 

projects to promote the utilization of information and communications networks. 

However, this law has not been followed by others, which makes it difficult to 

know what specific projects have been implemented by the government to 

achieve the law’s aims. The lack of a specific provision or obligation makes it 

difficult to implement a concerted program to bridge the information gap. This 

provision needs to be specified by subsequent statue and regulation. 

The NUIP Act describes protection of personal information quite 

comprehensively. Article 23-2 states that information and communication service 

providers should gather only a minimum level of personal information about users. 

In addition, Article 24 emphasizes that “no provider of information and 
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communications services should utilize personal information or provide it to any 

third person beyond the specific scope of original use.” These provisions play an 

important role in protecting personal information which may be gathered in the 

process of providing universal service.  

In sum, the ultimate goal of this law is to ensure public welfare by 

bridging the information gap between information haves and have-nots (through 

promotion of the utilization of information and communications networks) and by 

protecting personal information.  

 

2.2.8. Act on Management of Knowledge Information Resources 

(MKIR Act) 

The purpose of universal service is to ensure equal access to information 

resources as well as to provide equal access to telecommunications infrastructure. 

Equal access to telecommunications infrastructure and information resources does 

not ensure information use. Well-managed knowledge and information resources 

will promote information use and ultimately contribute to bridging the 

information gap between haves and have-nots. To ensure equal access to 

information resources, people need access to well-managed information sources. 

The MKIR Act provides general directions about how the government should 

manage knowledge and information resources for a wide range of information and 

knowledge uses.  
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This law describes its objective as “improving the nation’s 

competitiveness and contributing to the development of the national economy” 

(Article 1). This law defines “Knowledge Information Resources” as “materials 

which need to be preserved and used at the national level, or need to be digitized” 

(Article 2). This law defines knowledge information resources narrowly as only 

digital or digitized resources. Some information resources are at times excluded 

intentionally from digitization because of national security concerns, creating the 

possibility of important knowledge and information resources being omitted in the 

law’s coverage.  

In addition, the law establishes the Committee on the Management of 

Knowledge Information Resources as a sub-committee of the Committee on 

Informatization Promotion. Article 6 stipulates many elements which the sub-

committee must consider. However, unlike the Committee on Informatization 

Promotion, which is under the Prime Minister, the Committee on the Management 

of Knowledge Information Resources is under MIC control. This provision 

implies that, although the act offers it a wide range of authority, the Committee on 

the MKIR Act has limited control over other ministries, which makes it difficult 

for the Committee to implement specific measures for the management of 

knowledge and information resources.  

Regarding the utilization of knowledge and information resources, Article 

11 stipulates that “the government should seek necessary measures to ensure free 
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access to and use of knowledge and information resources and to provide equal 

universal service without discrimination.” This provision emphasizes the 

responsibility of the government in this area. In particular, the act emphasizes the 

importance of education and training in order to improve the use of information 

resources. In addition, the Presidential Decree of the Act stipulates that the central 

or local governments promote the use of knowledge and information resources by 

providing digitized resources and by using telecommunication networks. 

However, providing digitized resources and telecommunication networks is not an 

obligation of the government but rather is only recommended. Accordingly, 

government officials and agencies have been able to easily ignore this initiative. 

In conclusion, this law pursues universal access by developing 

knowledge and information resources and by promoting the continual use of the 

resources. Thus, this law is fairly closely connected to the ultimate goal of 

universal service. However, although this law tries to ensure the implementation 

of specific provisions by enacting subsequent laws, these laws do not focus on 

specific policy implementations; instead they focus on the operation of the 

Committee. This law nonetheless has significance in that it provides the 

fundamental reason for universal service policy. Universal service is essential for 

access to knowledge and information resources, and these resources must be 

properly managed. The physical connection to telecommunication infrastructure 

does not ensure access to information resources. Well-managed knowledge and 

167 



information resources allow people to use the resources effectively. Therefore, 

despite some weaknesses, the MKIR Act deserves to be used by lawmakers and 

maintained by related laws. 

 

2.2.9. Act on Closing the Digital Divide (Digital Divide Act) 

This law was enacted in 2001 in order to promote opportunities for 

information usage for low income earners, the handicapped and the aged who are 

disadvantaged due to social, economic, or physical conditions. While the TBA 

deals with the details of universal service, the Digital Divide Act focuses on the 

ultimate goal of universal service which ensures equal or free access to 

information resources. The objective of this law is:  

[T]o help ensure universal, unlimited access to the 

telecommunications networks and use of the telecommunications 

services for low-income earners, rural residents, the disabled, the 

aged, women, etc., who have difficulties in accessing or using the 

telecommunications services for economic, regional, physical or 

social reasons. Therefore, the nation can improve the quality of 

living for these people and thereby contribute to equal growth of 

the national economy. (Article 1) 

The main purpose of the law is to provide universal access to telecommunications 

networks for the socially marginalized. This act intends to close the digital divide 
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to achieve ultimately “balanced national economic growth.” This approach is in 

line with related South Korean laws in that most of them assume that economic 

development will promote public welfare. 

This law defines the “Digital Divide” as “the difference in people's 

opportunity for accessing or usage of the computer network-based 

telecommunications services for reasons of economic, regional, physical or social 

conditions” (Article 2). The digital divide is the gap between the information 

haves and information have-nots. Although this gap existed before the advent of 

the Internet, the appearance of new electronic technologies has made the gap even 

greater. Even though the Digital Divide Act does not explain universal service in 

detail, it is essential to providing the rationale and justifying the development of 

universal service.  

Article 3 states that the state and local government should provide people 

with universal, unlimited access to and use of telecommunications services. 

Article 4 states that the government, more particularly the MIC, should establish a 

master plan for reducing the gap in the use of telecommunications services 

between social groups by coordinating and combining plans from the relevant 

ministries in the central administrative branch of the government. A real problem 

is that the MIC cannot control other ministries which are at the same 

governmental level. Even if the MIC tries to steer policy to close the digital divide, 

there remain doubts about the workability of the policy once implemented. The 

169 



MIC has difficulties in coordinating related ministries’ different views. In order to 

have sufficient power for controlling and coordinating other ministries, the South 

Korean government needs to provide more authority for the MIC. The authority 

relations between these various ministries, however, can impede the creation of 

social capital at the governmental level. The South Korean government must 

clarify these authority relations of the MIC to promote social equity at the level of 

the general public. 

 Article 7 ensures accessibility of telecommunications service to the 

disabled and the aged. In addition, Article 8-3 states that  

the nation or local governments should provide financial and 

technological assistance to companies that provide information 

services to the disabled, the aged, rural resident and low-income 

earners, as well as companies that develop and manufacture 

telecommunications equipment that are useful in increasing 

access to information for the disabled and the aged. 

The provision also emphasizes the government’s role for providing 

information services for the socially marginalized groups. 

In particular, this law emphasizes the importance of education to bridging 

the digital divide. (Article 4-3 (4), Article 10-1 (1), and Article 11). Article 11-2 

states that the nation and the local governments should bear all or part of the 

education cost for technology usage for marginalized citizens.  

170 



For ensuring equal access to information resources, Article 10-2 describes 

possible sites for public Internet access:  

 Facilities located at the state or local governments & other non-profit 

organizations; 

 Facilities whose owners want that their facilities to be designated as 

public access centers.  

The inclusion of non-profit organizations as well as state and local government 

facilities as public access centers will provide a wide array of people with easier 

access to telecommunication networks and information resources. In addition, this 

law also explains tax benefits such as tax reduction for telecommunications 

equipment or service providers. Article 14 clearly describes that “the nation or the 

local governments can provide tax reduction to those who provide 

telecommunications equipment or services without charge or those who provide 

IT education without charge.”  

In conclusion, although this law does not provide specific plans or 

procedures to close the digital divide or to resolve the digital divide between 

North and South Korea, this law prescribes ensuring universal, unlimited access 

to the telecommunications networks and use of the telecommunications services 

to low-income earners, rural residents, the disabled, the aged, and women. 

Although this law has some weaknesses with regard to implementation, it implies 
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the strong willingness of the government to ensure equal access to information 

resources for the socially marginalized. 

 

3. Summary of Informatization Policy Analysis 

The White Paper, E-Korea, Annual Plan, and FAIP were examined in 

order to explore general principles of South Korean informatization policy. The 

FAT and the TBA provide a general understanding of telecommunications in 

South Korea. Finally, the NUIP Act, MKIR Act, and Digital Divide Act were 

reviewed in order to identify a policy direction for promoting information use. 

Table 5-4 shows that the White Paper, the E-Korea, the Annual Plan, and 

the FAIP have common goals which provide a general direction for national 

informatization and comprehensive plans regarding informatization. However, the 

focus of each policy instrument varies. The White Paper provides comprehensive 

information about national informatization from the general principles of an 

informatization to a specific implementation strategy. This document is essential 

in examining South Korean information policy. However, it does not provide 

specific policy directions for bridging the digital divide. While the White Paper 

provides a lot of detail about national informatization, it is little concerned about 

national informatization from the perspective of Korean reunification. E-Korea 

focuses on the qualitative as well as quantitative accomplishment of national 
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informatization through providing education and training to use 

telecommunications services and information resources. 

 

Table 5-4. General direction for informatization policy 

White Paper E-Korea Annual Plan FAIP

• Specific plans
  for informatization

• Basic foundation
  for national
  informatization

• Solution of the
  negative side-effects
  of informatiza-tion

• Establishment of
  informatization
  infrastructure

• Provision of
  universal service
• Protection of users

Secondary
focus

• Cooperation
  between North and
  South Korea in
  information
  technology

• Qualitative growth • Improvement of the
  relationship
  between
  North and South

• Promotion of
  informatization

Universal
service NA NA NA

• General direction
  for universal service
  (Article 16-2)

Social
capital

• Provide potential for
  cooperating of
  social capital in
  both Koreas

• Develop social
  capital through
  education and
  training
• Improve social
  capital using
  government,
  citizens, and firms

• Safe and reliable
  online transactions
  environment help
  build trust and
  social capital

• Super-high speed
  information
  infrastructure will
  contribute to
  developing social
  capital by improving
  social networks

• No discussion of
  universal service

• No discussion of
  universal service

• No concern about
  Korean reunification

• Little concern
  about Korean
  reunification

• No concern
  about Korean
  reunification

• Focus on physical
  infrastructure

Limitation

• No discussion of
  universal service

Common
goals

• General direction for national informatization
• Comprehensive plan regarding informatization

Major focus

• All elements and
  comprehensive
  information
  regarding
  informatization

• Qualitative as well
  as quantitative
  informatization
  through education
  and training
  for access

 

While these two plans emphasize the big picture of national 

informatization, the Annual Plan provides more specific plans for informatization 

and for dealing with the possible negative side-effects of informatization. On the 
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other hand, the FAIP offers a legal foundation for national informatization in 

South Korea. In addition, while other documents are established and driven by the 

MIC, this law is based on the Informatization Promotion Committee (which is 

chaired by the South Korean Vice President). The IPC is above the MIC and has 

more authority than the MIC. The FAIP prescribes the establishment of 

information infrastructure and the protection of users. In particular, this law states 

the provision of universal service, and this is the first law which provides a 

general direction for universal service.  

Each policy instrument helped to address social capital theory either 

explicitly or implicitly. White paper provides potential for cooperating of social 

capital in both Koreas. E-Korea helped to develop social capital through 

education and training and to improve social capital using government, citizens, 

and firms (industries). While the emphasis on safe and reliable online transactions 

environment in the Annual Plan helped to build trust and social capital, the focus 

on the establishment of super-high speed information infrastructure contribute to 

developing social capital by improving social networks. 

Table 5-5 shows that both the FAT and the TBA are very important in 

telecommunications and universal service policy of South Korea. The FAT 

prescribes general elements of telecommunications, and describes the major terms 

and provisions of telecommunication. In addition, this act mentions promotion of 

information technology and management of telecommunications equipment. 

174 



 

Table 5-5. Telecommunication related acts 

Framework Act on Telecommunications Telecommunications Business Act

• Telecommunications service • Universal service
- services that mediate a third party's
  communication through telecommunications
  facilities and equipment or to provide
  telecommunications facilities and
  equipment for third party's
  telecommunications (Article 2-7)

- the basic telecommunications service
  which any user may receive at
  reasonable fees anytime and
  anywhere (Article 3-3)

Major focus

• Major elements of telecommunication
- definitions of major terms
- provisions of telecommunications
- promotion of information technology
- management of telecommunications
   equipment

• Telecommunication business
 
• Improvement of user convenience
  of telecommunication service

Secondary
focus

• Efficient management
• Development of telecommunication services

• Access to telecommunications
  infrastructure

Social
capital

• Focusing on the development of
  telecommunications business may
  contribute to the development of social
  capital by complementing government
  and private sector organizations

• A narrow definition of users may create
  the information access gap, which may
  impede the development of
  social capital

• Limited to management
  or development of telecommunication • Basic direction of universal service

• No concern about user services or
  use promotion

• No offering of specific procedure
  for universal service

• No discussion of North and
  South Korean unification

Limitation

Major
definition

• The most essential and comprehensive
  law regarding universal service

Universal
service NA

 

As shown in the table, the FAT defines “telecommunications service” as “services 

that mediate a third party's communication through the telecommunications 

facilities and equipment or to provide the telecommunications facilities and 

equipment for the third party's telecommunications” (Article 2-7). TBA defines 

universal service as “the basic telecommunications service which any user may 

receive at reasonable fees anytime and anywhere” (Article 3-3).  
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While the FAT explains the general elements of telecommunications and 

emphasizes efficient management and development of telecommunication in 

South Korea, the TBA focuses on encouraging the development of 

telecommunications business and on ensuring users’ access to 

telecommunications services, explicitly stating universal service in its provisions. 

In short, the FAT states major elements of telecommunications service 

from basic concept to the implementation of telecommunication, which is a very 

useful document to understand other telecommunications laws and regulations. 

While the FAT emphasizes the management and development of 

telecommunication, it lacks a plan for improving telecommunication service use 

and use promotion. However, focusing on the development of telecommunication 

business may contribute to the development of social capital by supporting 

government and private sector groups. On the other hand, the TBA outlines the 

major concepts of and the basic direction for universal service, which provides the 

most comprehensive information related to universal service in South Korea. 

However, the TBA also does not include any provision concerning universal 

service for Korean reunification. In addition, a narrow definition of users may 

reinforce the information access gap, which impedes the development of social 

capital.  

As shown in Table 5-6, the ultimate goal of the policy instruments 

described is to bridge the information gap by promoting information use.  
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Table 5-6. Information use promotion 

NUIP Act MKIR Act Digital Divide Act
• User
- the persons who utilize
  the  information and
 communications services
 rendered by the providers
 of information services
 (Article 2-4)

• Knowledge
  information resources
- materials
  which need to be
  preserved and used
  at the national level,
  or need to be
 digitized (article 2)

• Digital divide
- the difference in people's
  opportunity for accessing
  or usage of the computer
  network-based
  telecommunications
 services (Article 2)

• Promotion of the
  utilization of information
  and communications
  networks

• Universal and unlimited
  access to
  telecommunication
  networks

• Protect personal
  information
• Build a safe and healthy
  information environment

• Ensuring
  telecommunications
  service use for low-income,
  rural residents, the disabled,
  and the aged

Secondary
focus

• Promotion of  information
  use • Prerequisite to NUIP • Education for access

• No direct discussion • No direct discussion

• Promote use of information
• Promotion of
  information use
- closely related to
  universal service

Social
capital

• Protection of personal
  information and the provision
  of a safe information
  environment help build trust
  and social capital

• The use of
  well-managed knowledge
  and information resources
  enables the sharing of
  resources among social
  groups

• Universal access to
  information resources
  enables to connect social
  social networks and build
  social capital

Limitations • Lack of specific plans to
  promote information use

• Limited interpretation
  about “knowledge
  information resources”

• Lack of specific plans to
  bridge digital divide

Universal
service

• Limited to socially
  marginalized groups

Definition

Major focus

• Management of
  knowledge and
  information resources

 

While the TBA deals with the details of universal service, the Digital Divide Act 

focuses on ensuring equal access to information resources. Although all of these 

policy instruments emphasize the promotion of information use, their foci are 

somewhat different. While the NUIP Act focuses on promoting the utilization of 

information and communications networks, on protecting personal information, 
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and on building a safe and healthy information environment, the MKIR Act 

centers on the management of knowledge and information resources. The major 

concerns of the Digital Divide Act are to ensure universal, unlimited access to 

telecommunication networks and to ensure telecommunications service for low-

income, rural residents, the disabled, and the aged. 

From the perspective of universal service, although all of them are 

interested in promoting the use of information, neither the NUIP Act nor the 

MKIR Act offers the provision of universal service. Nevertheless, the MKIR Act 

and the NUIP Act may play a role as prerequisites for achieving the goal of the 

Digital Divide Act, universal or unlimited access.  

Each act helped to address social capital either explicitly or implicitly. 

The emphasis on protection of personal information and the provision of a safe 

information environment in the NUIP Act helped to build mutual trust, an 

important component of social capital among citizens. The use of well-managed 

knowledge and information resources enables the sharing of resources among 

social groups. (MKIR Act) In addition, the focus on universal access to 

information resources in the Digital Divide Act may help connect social networks 

and further build social capital.  

Consequently, Table 5-7 shows how each policy instrument contributed to 

the analysis of informatization and universal service in South Korea.  
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Table 5-7. Summary table of the informatization policy analysis 

Policy Instrument How does it contribute to the analysis of universal service and 
reunification?

White Paper Provides justification for comprehensive national informatization

E-Korea Vision 2006 Contributes to emphasis on human infrastructure by focusing on 
qualitative as well as quantitative informatization 

Annual Plan Contributes to realizing the goal of national informatization through 
specific action plans

FAIP Provides basic foundation for national informatization and universal 
service

FAT Provides basic understanding of telecommunication by defining 
major terms and provisions of telecommunication

TBA Contributes to understanding major concepts of and direction for 
universal service

NUIP Act Stresses the importance of the utilization of information and 
communications networks

MKIR Act Provides the importance of the management of knowledge and 
information resources for providing universal service

Digital Divide Act Provides a rationale for ensuring universal service for the socially 
marginalized  

 

In South Korea, the policy instruments on informatization were enacted 

and developed in response to each policy’s goals and ultimately focused on 

informatization of the South Korean people. In general, most of the policy 

instruments are consistent because the Ministry of Information and 

Communication has developed them. However, although most of the laws and 

documents were created by the Ministry of Information and Communication, 

some of them are not systemized and organized. Some provisions overlap, and no 
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provisions discuss equal access to information for the people of both North and 

South Korea to promote successful eventual reunification.  

In conclusion, South Korea has developed an advanced 

telecommunications infrastructure through deregulation and liberalization of the 

telecommunication market. A few laws prescribe universal service directly or 

indirectly, while most laws and documents are conducted to support national 

informatization or telecommunication services. Universal service-related laws in 

South Korea have vague and controversial provisions in many aspects, especially 

as regards the funding for and supervision of universal service, and the selection 

of universal service providers. Furthermore, most of policy instruments about 

informatization and telecommunication in South Korea do not consider universal 

service from the perspective of Korean unification. Providing universal service 

requires a substantial amount of money and time for establishing a 

telecommunication infrastructure and even more for enhancing human 

infrastructure. Despite liberalization and deregulation in telecommunication, 

universal service still needs governmental intervention. South Korea should 

provide more specific and clear legislative provisions for universal service in 

response to current technological developments and to the social, economic, and 

political situations of South and North Korea as they progress toward eventual 

reunification. 
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This chapter analyzed the major policy instruments about 

telecommunications and universal service and explored the characteristics and 

major concerns of South Korean telecommunications and universal service policy 

from the perspective of Korean reunification. Most of the telecommunication 

policy and universal service initiatives in South Korea have been developed by 

the government. Although this top-down approach has led to widespread physical 

connection to the infrastructure, it has lacked wide civic involvement. Use of 

social capital is very important to encourage wide civic participation by using 

existing social networks, authority, trust, and social norms. Analysis of each 

policy instrument can be informed by social capital theory either explicitly or 

implicitly. Most instruments provided some possibility for using social capital to 

ensure universal service by presenting the limitation of top-down approach for the 

nation’s informatization. In addition, theory implies that social capital is very 

important to further developing human infrastructure through training and 

education. Ultimately, the human infrastructure based on social capital might 

contribute to ensuring access to information resources as well as physical 

connection. Although most instruments did not describe the diffusion of 

innovations, the basic assumption of each policy instrument is grounded in 

diffusion theory. 

This analysis contributed to exploring Research Questions (2) and (4): (2) 

What are the major characteristics of South Korea’s universal service? What are 
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the major policy issues related to universal service in South Korea? and (4) How 

may the universal service model of South Korea be used to support the two 

Koreas’ eventual reunification? The next chapter analyzes major laws and other 

policy instruments about Korean reunification to characterize the relationship of 

exchange and cooperation between North and South Korea from the perspective 

of telecommunication and universal service. 
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CHAPTER 6  

POLICY ANALYSIS OF SOUTH KOREAN REUNIFICATION POLICY 

 

Chapter 5 analyzed major South Korean policy instruments about 

telecommunications and universal service and explored the characteristics and 

major concerns of telecommunications and universal service policy from the 

perspective of Korean reunification. This chapter will analyze major laws and 

other policy instruments regarding Korean reunification to characterize the 

relationship of exchange and cooperation between North and South Korea from 

the perspective of telecommunication and universal service. This chapter will 

contribute to providing insight into Research Question (4) How may the universal 

service model of South Korea be used to support the two Koreas’ eventual 

reunification?   

 

1. Overview of the Analysis 

To understand the relationship of exchange and cooperation between 

North and South Korea in telecommunications and universal service, this study 

analyzes major laws and other policy documents from the early 1990s to the end 

of 2003. The relationship between North and South Korea was entering a new 

phase when the Koreas signed the Basic Agreement in 1991 to promote exchange 

and cooperation in many fields. Selection criteria for documents examined here 
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were based on a review of previous research and on my work experience as a 

senior government official in the Ministry of Unification in the South Korean 

government, an office in charge of improvement of relations between North and 

South Korea in order to promote Korean reunification. The following policy 

documents are used for analysis:  

1. Peace and Prosperity Policy (President Roh’s unification policy) 

(2003) 

2. White Paper on Korean Reunification (Unification White Paper) (2002, 

2003) 

3. The Annual Plan of the Ministry of Unification (Annual Plan) (2001, 

2002, 2003) 

4. The South-North Joint Declaration (Joint Declaration) (2000)  

5. The Agreement on Reconciliation, Nonaggression, and Exchange and 

Cooperation between South and North Korea (Basic Agreement) 

(1991) 

6. The Protocol on the Implementation and Observation of Chapter 3 

(South-North Exchange and Cooperation) of the Agreement on 

Reconciliation, Nonaggression, and Exchange and Cooperation 

(Implementation Protocol) (1992) 

7. The Agreement on Investment Protection between South and North 

(Investment Protection) (2000) 
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8. The Agreement on Telecommunication in the Gaeseong Industrial 

Complex (Gaeseong Telecommunication Agreement) (2002) 

9. The Protocol between the Korean Peninsular Energy Development 

Organization and the Government of the Democratic People’s 

Republic of Korea on Communications for the Implementation of a 

Light-Water Reactor Project (KEDO Communications Protocol) 

(1996)   

10. Inter-Korea Exchange and Cooperation Act (IKEC Act) (1990) 

11. Inter-Korean Cooperation Fund Act (IKCF Act) (1990). 

Table 6-1 organizes these instruments into three general categories: 1) statements 

of general direction of South Korean unification policy, 2) agreements between 

North and South Korea, and 3) South Korean laws to ensure the success of the 

agreements between North and South Korea.  

The Peace and Prosperity Policy is a new unification policy of the 

current President of South Korea, Roh Mu-Hyeon.52 The purpose of this 

policy is to prepare the foundation for the unification of the two Koreas by 

promoting peace on the Korean peninsula and pursuing co-prosperity. The 

Unification White Paper outlines the general direction and principle of 

reunification promulgated by the South Korean government. It describes 

                                                 
52 Roh was inaugurated as the 16th President on February 2003 for a five-year term. 
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specific efforts that have been made toward reunification and offers 

comprehensive materials related to reunification. 

 

Table 6-1. Three categories of unification policy instruments 

Statements of Principle or 
direction of unification 

policy

Major agreements 
between North and South 

Korea
Supporting Laws 

• Peace and Prosperity Policy 
  (2003)

• Joint Declaration 
  (2003)

• Inter-Korean Exchange and 
  Cooperation Act (IKEC Act)
  (1990)

• Basic Agreement (1991)

• White Paper on Korean 
  Reunification(2002~2003)

• Implementation Protocol
  (1992)

• Inter-Korean Cooperation 
  Fund Act (IKCF Act)(1990)

• Investment Protection (2000)

• Annual Plan of the Ministry 
  of Unification(2001~2003)

• Gaeseong Telecommunication 
  Agreement (2002)
• KEDO Communications 
  Protocol (1996)  

While the Unification White Paper provides comprehensive information 

regarding unification in South Korea, the Annual Plan contains a strategic action 

plan for the year. The Annual Plan provides a specific plan every year for the 

government to invigorate exchange and cooperation between North and South 

Korea to support eventual reunification. Examination of annual plans can help the 

researcher to understand major policy trends in the South Korean government.  

While these three documents provide general understanding regarding 

South Korean unification policy, an analysis of the agreements made between 

North and South Korea allows us to characterize the policy commonalities of the 
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two countries and to offer specific recommendations for improving the 

relationship in the future. 

The major agreements between North and South Korea for this analysis 

include the following: 

- Joint Declaration (2003) 

- Basic Agreement (1991) 

- Implementation Protocol (1992) 

- Investment Protection (2000)  

- Gaeseong Telecommunication Agreement (2002) 

- KEDO Communications Protocol (1996). 

These agreements provide specific guidelines for exchange and cooperation 

between North and South Korea. Because these agreements impose specific 

obligations on both sides, they are more likely to be realized than other policy 

instruments which merely set forth suggested goals. In particular, the Joint 

Declaration provides basic directions and principles for South and North Korea to 

promote mutual understanding between the two Koreas by articulating the need 

for cooperation in all aspects related to Korean reunification. All subsequent 

measures of exchange between North and South Korea have been based on the 

tenets of the Joint Declaration.  

The Joint Communiqué of 1972 had only declarative significance in that 

it did not include provisions for subsequent measures or agreements to be taken to 
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promote the Korean relationship. Thus, the Basic Agreement is the first action of 

the agreement between the two countries since the 7.4 South-North Joint 

Communiqué of 1972. The Basic Agreement stipulates multi-faceted exchange 

and cooperation to promote prosperity and interests common to the Korean people. 

The major contribution of the agreement is to clarify current characteristics of the 

relationship between the two countries. The preface of the law describes this 

relationship as a special condition constituted temporarily toward the process of 

unification, stressing that it does not describe a permanent relationship between 

states. 

A subsequent agreement, the Implementation Protocol clarifies what is 

meant by exchange and cooperation through examples such as the joint 

development of resources, the exchange of goods as intra-Korean commerce, and 

joint investment to promote the unified and balanced development of the national 

economy and the welfare of the entire people. One of the most important 

measures subsequent to the Joint Declaration of 2000 was the Agreement on 

Investment Protection between South and North. The basic agreement regards 

transactions between the two Koreas as internal transactions among the Korean 

people rather than as transactions between two separate nations. Based on this 

idea, the Koreas reached an agreement to protect the assets of investors from each 

party and to provide favorable conditions for investment. Considering the 

potential for future South Korean investments in North Korea, this agreement will 
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be mutually beneficial for both Koreas. Because the two countries have agreed to 

consider such trade as internal rather than international, each country will exempt 

the other from taxes and tariffs. This exceptional approach will provide many 

benefits for the two Koreas, economic as well as social and international.  

The Gaeseong Telecommunication Agreement aims to provide 

telecommunication services to the people involved in the construction of the 

Gaeseong Industrial Complex. Six years prior to this agreement, the two Koreas 

had reached an agreement regarding communication at the LWR (Light Water 

Reactor) construction site: Protocol between the Korean Peninsular Energy 

Development Organization (KEDO) and the Government of the Democratic 

People’s Republic of Korea on Communications for the Implementation of a 

Light-Water Reactor Project (KEDO Communication Protocol, 1996). The 

purpose of this agreement was to “closely cooperate with each other to ensure 

unimpeded and efficient communication of KEDO, its contractors, subcontractors 

and KEDO persons to, from, and within the project site in connection with 

expeditious and smooth implementation of the LWR project”53 (Article 2-1). 

Although these two agreements are applied to only limited areas in North Korea 

                                                 
53 KEDO and North Korea signed an Agreement on Supply of Light-Water Reactors to North 

Korea on December 15, 1995 to lay a foundation for the LWR project. In April of 1996, the two 

sides began the negotiation on various protocols needed for implementing the supply agreement. 
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(Gaeseong Industrial Complex or the LWR Project Area in Sinpo), it is hoped that 

the scope of application of this agreement may be widened to other areas of North 

Korea. Therefore, reviewing these agreements can provide useful information for 

establishing and implementing universal service in North Korea. 

To realize the agreements between North and South Korea, the South 

Korean government enacted supporting laws such as the Inter-Korea Exchange 

and Cooperation Act (IKEC Act) and Inter-Korean Cooperation Fund Act (IKCF 

Act) (both in 1990). The IKEC Act provides comprehensive guidelines for 

exchange and cooperation between North and South Korea, its aim being to 

promote such reciprocal exchange and cooperation. The South Korean 

government tries to improve the relationship between the two Koreas by giving 

this law priority over other acts; i.e., when the laws have conflicting provisions, 

the IKEC Act has priority. The IKEC Act is the essential and fundamental law to 

promote exchange and cooperation between North and South Korea. The Inter-

Korean Cooperation Fund Act (IKCF Act) established the Inter-Korean 

Cooperation Fund, which financially supports reciprocal exchange and 

cooperation between South and North Korea under the IKEC Act. It regulates 

operation and management of the Fund. Such a fund is essential for improving the 

cooperative economic relationship between the two Koreas in many areas.  

The next section analyzes these eleven policy instruments of Korean 

reunification in order to provide recommendations for policy makers. 
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2. Unification Policy Instruments Analysis 

2.1. Peace and Prosperity Policy (President Roh’s Unification Policy): 

General Directions of South Korean Unification Policy 

The Peace and Prosperity Policy is the new unification policy of the 

current South Korean President Roh Mu-Hyeon. The ultimate goal of this policy 

is to prepare the foundation for the peaceful unification of the two Koreas by 

promoting peace on the peninsula and pursuing co-prosperity, in hopes of paving 

the way for the two Koreas to be an economic hub in Northeast Asia.  

The major characteristics of the peace and prosperity policy are: 

1) The settlement of conflicts between the two Koreas through dialogue 

2) Formulation of a comprehensive concept encompassing unification, 

diplomacy and national defense policies and  

3) A balanced emphasis on security (Peace) and economic 

consideration (Prosperity) (Ministry of Unification, 2003). 

In the Cold War era, the two Koreas maintained confrontational stances, which 

impeded the development of their relationship. The end of the Cold War and the 

June 15th inter-Korean summit meeting in 2000 have brought new opportunities 

and challenges in developing the relationship between the two Koreas. Through 

the implementation of the Peace and Prosperity Policy, South Korea attempts to 

change the relationship of the two Koreas: “the peaceful settlement of the North 

191 



Korean nuclear standoff; the subsequent promotion of inter-Korean cooperation; 

and the realization of military trust-building, which will ultimately promote peace 

on the Korean peninsula” (Ministry of Unification, 2003). 

This unification policy followed by subsequent agreements seeks better 

results from existing inter-Korean cooperation programs than those obtained 

through the unification policies of previous regimes in South Korea. Earlier 

unification policies were mostly declarative and not followed by subsequent 

action between the two Koreas. However, more recent policy has been followed 

by various subsequent agreements, such as the Gaeseong Telecom Agreement. 

Efforts toward economic development between the two Koreas may bring about 

more equal opportunities in the two Koreas in the political and social realms. One 

of the most urgent tasks for pursuing inter-Korean co-prosperity in the so-called 

“Information Society” is to provide North Korea with equal access to information 

resources. Equal access to information resources, by helping to bridge the social 

and economic gap between the North and the South, will help form an inter-

Korean national community.  

In short, the Peace and Prosperity Policy presents a comprehensive 

approach to pursuing the combined goals of unification, homeland security, and 

economic prosperity. However, these goals will be difficult to achieve because 

this unification policy is on the one hand fairly comprehensive, and on the other 

hand, only declarative. Furthermore, the focus of the new policy is to address 
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concerns about North Korean nuclear weapons in order to improve the 

relationship between North and South Korea. This is hopefully not a step 

backward from the previous unification policy, the Sunshine Policy,54 whose basic 

approach to unification is to separate economies from politics in developing 

cooperation between the two Koreas. In order for the Peace and Prosperity Policy 

to succeed, critical analysis of the previous unification policy is required. Without 

change in North Korea’s stance about nuclear weapons, the policy will likely not 

succeed. 

 

2.2. The White Paper on Korean Reunification (White Paper) 

The White Paper is one of the major South Korean documents regarding 

Korean unification. It provides comprehensive information related to the South 

Korean government’s unification policy, from general principles of reunification 

to specific action plans. The White Paper contains the history of these efforts to 

reunify the two Koreas, including dialogue between two Koreas, records of 

exchange and cooperation, and the South Korean government’s reunification 

efforts. In particular, the White Paper contains a specific section outlining an 

inter-Korean relationship in the area of communication, entitled “The Connection 

of the Inter-Korean Communication Network.” This section provides a brief 

                                                 
54 The unification policy outlined by former President of South Korea, Kim Dae-Jung, the intent of 

which was to embrace North Korea as a member of international society. 
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history of telecommunication exchange and cooperation between the two Koreas, 

from the historical moment of division in 1953 to the present. This section is very 

useful for exploring the communication relationship between North and South 

Korea. In addition, this section will suggest possible means of developing the 

future communication relationship for both Koreas.  

These exchanges and the cooperation in telecommunication infrastructure 

development between North and South Korea will give both Koreas more 

potential to cooperate in the telecommunications business. Until now access to 

telecommunications infrastructure in North Korea has been limited to few people 

and for specific purposes. Universal service is critical for the two Koreas to 

ensure equal access to a telecommunication infrastructure and information 

resources.  

The White Paper is an essential document for exploring unification policy 

in South Korea, but does not provide specific plans for developing a 

telecommunication infrastructure for bridging the information access gap between 

North and South Korea. Despite its lack of specific plans, the document has 

provided the potential for telecommunication cooperation in the brief history of 

the telecommunication connections between the two Koreas. The current 

cooperation between the two Koreas in telecommunication offers great 

possibilities for the two Koreas to develop and expand the telecommunications 
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infrastructure for the general public as the relationship between the nations 

develops.  

 

2.3. The Annual Plan of Ministry of Unification (Annual Plan) 

While the White Paper provides comprehensive information regarding 

unification in South Korea, the Annual Plans set forth the major focus of 

unification policy each year and provide focused tasks of the year which the 

Ministry of Unification should implement. In South Korea, the major unification 

policies are shaped and promoted primarily by the Ministry of Unification (MOU). 

The MOU plans, organizes, and implements unification-related policies in South 

Korea. Therefore, the Annual Plan of the MOU is very important for 

understanding and analyzing unification policy. It provides a specific action plan 

for the Ministry of Unification and the South Korean government to promote 

exchange and cooperation between North and South Korea. The Annual Plans 

examined here are those from 2001 to 2003 because the relationship between the 

two Koreas has developed so rapidly following the 2000 Summit Meeting of the 

two Koreas.  

The Annual Plan of 2001 focused on establishing a non-political 

infrastructure for exchange and cooperation between North and South. In 

particular, the South Korean government planned to establish a 

telecommunications infrastructure by providing telecommunication network 
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development projects in specific areas in North Korea such as GeumHo LWR 

place and the Geumgangsan area. To support economic cooperation between the 

two countries, the two Koreas established legal foundations for the project 

through the enactment of laws concerning investment protection and a dual 

taxation prohibition.  

The Annual Plan of 2002 emphasized that mutual reconciliation and 

cooperation between the two Koreas should be based on a high level of safety. 

Even if the North and South Korean governments have promoted the 

improvement of their relationship through exchange and cooperation, they still 

confront each other at the DMZ (Demilitarized Zone)55 with their deployed 

military power, and are still technically at war. While North Korea has chosen to 

cooperate with South Korea for survival, it continues to make threats of 

aggression to the South from time to time.  

Also, the 2002 Annual Plan reconfirmed that all exchange and 

cooperation between North and South Korea should be based on a consensus of 

the peoples of both Koreas. Exchange and cooperation without consensus would 

not serve to achieve the goal of eventual reunification. In addition, the Annual 

Plan of 2002 clarifies the implementation of the agreements between the two 

                                                 
55  The DMZ (2.5 miles by 155 miles) was established at the end of the three-year Korean War in 

1953 by the 1953 Armistice Agreement between the two Koreas. The zone stretches across the 

entire width of the Korean Peninsula. 
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countries and seeks further ways of developing the relationship between the two 

Koreas. The Annual Plan of 2003 focuses on the improvement of the relationship 

between the two sides. However, success of this current plan will require some 

revisions in existing laws and policies to achieve an efficient and stable 

unification policy. 

Although each annual plan focuses on different concerns, the ultimate 

goal of all annual plans is to improve the relationship between North and South 

Korea through exchange and cooperation. More importantly, each annual plan 

intends to realize its goal by providing a specific action plan. However, 

considering North Korea’s internal political and economic situations and conflicts 

with the United States, the Annual Plans of the MOU needs to be more flexible 

than those of other Ministries so that they can be modified in their implementation.  

 

2.4. The South-North Joint Declaration (Joint Declaration)   

The Joint Declaration, a by-product of the Summit Meeting between the 

two Korean leaders in June 2000, provides the basic direction of the relationship 

between the two Koreas. It has brought about a drastic improvement in the 

cooperative relationship between North and South Korea, and all subsequent 

measures have been based on it. North and South Korea agreed to the following 

through the Joint Declaration: 
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1. The South and the North have agreed to resolve the question of 

reunification on their own initiative and through the joint efforts of the 

Korean people.  

2. Acknowledging the common elements in the South’s proposal for a 

confederation56 and the North’s proposal for “a federation of lower 

stage,”57 the South and the North have agreed to promote reunification 

based on the common elements.  

3. The South and the North have agreed to promptly resolve 

humanitarian issues, e.g., providing for exchange visits between 

separated family members and relatives on the occasion of the August 

15th National Liberation Day and dealing with the question of former 

long-term prisoners who had refused to renounce Communism. 

4. The South and the North have agreed to consolidate mutual trust by 

promoting balanced economic development through economic 

cooperation and by stimulating cooperation and exchanges in civic, 

cultural, sports, public health, environmental, and all other fields. 

                                                 
56 Korean National Community Unification (KNCUF) is the unification strategy of the South 

Korean government, which pursues creation of a South-North confederation based on a mutual 

respect for each other's political, economic, and social systems. 
57 A Reinterpretation of the Confederation Formula is the unification strategy of the North Korean 

government, which aims to create two different systems in a single nation. 
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5. The South and the North have agreed to hold dialogues in the near 

future to realize the agreement (Ministry of Unification, Inter-Korean 

Relations, http://www.unikorea.go.kr/). 

In particular, section 1 of the Joint Declaration claims that the two Koreas have to 

solve their problems by themselves without foreign aid or interruption according 

to the principle of self-determination. This point was originally presented as one 

of the basic principles of the 7.4 South-North Joint Communiqué of 1972 and was 

later reaffirmed in the Basic Agreement of 1991. Section 2 of the Joint 

Declaration clarifies that both Koreas must establish a consensus regarding 

unification strategies. Although North and South Korea share the goal of national 

unification, each has proposed a different strategy for achieving it. South Korea's 

unification strategy, adopted at the end of the 1980s, is titled the Korean National 

Community Unification Formula (KNCUF). With the understanding that it was 

neither possible nor advisable to hasten national unification under the current 

circumstances, the KNCUF called for a gradual approach to unification. It 

proposed to first create a South-North confederation based on a mutual respect for 

each other's political, economic, and social systems. It would enable a peaceful 

coexistence between the two Koreas as they moved toward the direction of a 

unified Korea.  

On the other hand, North Korea in the 1990s proposed the 

“Reinterpretation of the Confederation Formula,” which is a revision of the 
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“Democratic Confederal Republic of Koryo (DCRK)” of 1980.58 The federation 

envisioned under this formula would feature two different systems in a single 

nation. The governments in the South and North would have complete autonomy 

in their own regions while a central government would have control over foreign 

and military affairs. The North Korean proposal calls for the immediate creation 

of a unified Korea in the form of a federation. Having acknowledged such 

differences during the inter-Korean summit and having agreed to identify 

common ground in the future, the two Koreas established a foundation on which 

to discuss national unification in the future. 

In particular, although conflicting arguments are raised by some in South 

Korea, section 4 of the Joint Declaration states that increased economic 

cooperation between North and South Korea not only would be beneficial for both 

Koreas but also would improve the welfare of all Korean people. South Korea's 

wealth and technology combined with North Korea's cheap labor could lead to 

shared economic growth. Both Koreas could benefit from such by inter-Korean 

transactions without tariff barriers, and both could increase their competitive 

power in the international market. North Korea would have an opportunity to 

                                                 
58 Reinterpretation of the Confederation Formula reflects a significant change in North Korea’s 

attitude on unification by making a distinction between unification by the integration of systems 

and unification by a confederation: the former presupposed the taking over of one side by the 

other, which is opposed by the North. North Korea is worried about the possibility of being taken 

over by South Korea. 
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overcome its difficult economic situation by utilizing South Korean financial and 

technical resources. Reducing the economic gap between North and South Korea 

would result in economic co-prosperity of the two Koreas. Eventually, shared 

economic development between the two Koreas should contribute to the mutual 

trust between the two peoples by providing equal opportunity in political, 

economic, and social affairs.  

  

2.5. The Agreement on Reconciliation, Nonaggression, and 
Exchanges and Cooperation between South and North Korea (Basic 
Agreement) 

The Basic Agreement of 1991 was the first agreement between the two 

Koreas after the 7.4 Joint Communiqué of 1972. The Joint Communiqué did not 

outline measures to realize its goals, and thus had only declarative significance in 

improving the relationship between the two Koreas. In over twenty years 

following the 7.4 Joint Communiqué, few efforts for exchange and cooperation 

were made between the two Koreas. North and South Korea made a critical 

transition in their relationship by signing the Basic Agreement in 1991. 

The Basic Agreement outlines general principles to improve the 

relationship between the two Koreas. In particular, this agreement stipulates 

multilateral exchanges and cooperation to promote interests common to and 

prosperity for both Koreas. This agreement clarifies that the relationship between 

the two countries is different from those between other countries. The preface 
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describes this relationship as a special one constituted temporarily in the process 

of unification, not a permanent relationship between nations.   

Chapter 3 of the Basic Agreement describes the exchange and cooperation 

between North and South Korea thus: “In order to promote the integrated and 

balanced development of the national economy and the welfare of the entire 

people, the South and the North shall engage in economic exchanges and 

cooperation, including the joint development of resources, the trade of goods as 

intra-Korean commerce, and joint ventures” (Article 15). This description implies 

that both Koreas should cooperate in promoting economic development and the 

welfare of their citizens. Article 16 shows the various fields in which both Koreas 

can exchange and cooperate: science and technology; education; literature and the 

arts; health; sports; the environment; and journalism and media, including 

newspapers and other publications and radio and television broadcasts. (Article 

16) 

In order to realize this exchange and cooperation, the Basic Agreement 

emphasizes that both Koreas should ensure freedom of intra-Korean travel and 

contact among the members of the Korean people. (Article 17) Although the 

beginnings of the establishment of a telecommunication infrastructure in North 

Korea requires frequent transfer of people and equipment from South Korea, at 

present, neither government offers its citizens much freedom to contact people 

who live in the other country. Rather they allow different degrees of access to the 
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existing telecommunication infrastructure and information resources. South Korea 

allows citizens with proper documents and procedure59 to contact North Koreans. 

In North Korea, on the other hand, all contacts are strictly limited to government 

authorities and agencies.  

Regarding telecommunication service, the Agreement states that South 

and North Korea shall establish and link facilities for exchange through post and 

telecommunications, and shall guarantee the confidentiality of intra-Korean mail 

and telecommunications (Article 20). Recently North and South Korea agreed to 

reconnect the railroad60 of the Seoul (South Korea)-Sinuiju (North Korea) Line 

and the Donghae Line that runs through the peninsula which was used before the 

division in 1953. The reconnection of the railroad would increase the possibilities 

for establishing postal and telecommunications facilities. North Korea is 

providing postal and telecommunication service to South Koreans for limited 

areas such as Sinpo and Geumgangsan. These services are provided only for 

specific purposes such as the LWR construction and Geumgangsan tourism. 

These services need to be expanded to other regions in North Korea and to the 

general public of both countries.  

                                                 
59 South Koreans who want to contact a North Korean or visit North Korea submit an application, 

and the Minister of Unification examines and grants approval or denial to the application. 
60 Working level contacts for the connection of railroads and roads between North and South 

Korea have been held between North and South Korea. 
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The major weakness of the Basic Agreement is that it is unenforceable 

since it is not an official treaty between the countries. There are no legal 

countermeasures to prevent either country from breaking the agreement; thus, the 

observance and implementation of the agreement depend on the willingness of 

both Korean governments. Even though the Basic Agreement had been followed 

by subsequent related agreements, most had only declarative significance and no 

specific implementation measures. 

 

2.6. Protocol on the Implementation and Observation of Chapter 3 
(South-North Exchanges and Cooperation) of the Agreement on 
Reconciliation, Nonaggression, and Exchanges and Cooperation 
(Implementation Protocol) 

The purpose of the Implementation Protocol is to implement Chapter 3 

(South-North Exchanges and Cooperation) of the Basic Agreement. The 

Implementation Protocol clarifies what is meant by exchange and cooperation by 

offering examples such as the joint development of resources, the exchange of 

goods as intra-Korean commerce, and joint investment. This protocol will 

promote unified and balanced development of the national economy and the 

welfare of the entire people of two Koreas. (Article 1) 

The protocol states that South and North Korea shall carry out exchanges 

and cooperation in the fields of science, technology, and the environment (Article 

2). In particular, Article 2-2 provides information about the Joint Commission for 
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Economic Exchanges and Cooperation. The Joint Commission for Economic 

Exchanges and Cooperation is charged with delineating specific procedures for 

exchange and cooperation and determining important matters related to economic 

exchange and cooperation. The role of this Commission is key to the two Koreas’ 

cooperation in projects requiring substantial amounts of money and time such as 

the construction of telecommunication infrastructure in North Korea. Given the 

scale of investment and future influence of such a project, careful discussion is 

needed before its implementation. Both Koreas need to decide how to proceed it 

in the context of economic cooperation.   

According to the Basic Agreement, South and North Korea will not 

impose tariffs on goods they exchange, and they will take measures to develop 

their economic relations as part of an intra-Korean relationship. (Article 2-10) 

Article 2-12 clarifies that “South and North Korea shall determine the procedures 

for the guarantee of investment, the avoidance of double taxation, the arbitration 

of disputes, and other matters necessary for the smooth implementation of 

economic exchanges and cooperation.” After the Basic Agreement in 1991, 

neither North nor South Korea took immediate steps to make subsequent 

agreements. However, through the Summit Meeting in 2000, North and South 

Korea finally did reach subsequent agreements to support the Implementation 

Protocol. These agreements included the following:  
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• the Agreement on Prevention of Double Taxation of Income between the 

South and the North;  

• the Agreement on Procedures for Resolution of Commercial Disputes 

between the South and the North; and  

• the Agreement on Investment Protection between the South and the North.  

These subsequent agreements provide specific guidelines for exchange and 

cooperation between the two Koreas.  

In particular, Article 4 stipulates that the South and the North will install 

and connect facilities necessary for mail and telecommunications exchanges and 

will guarantee their confidentiality. In the early stages of the project, the South 

and the North will connect and exchange post and telecommunications services 

through Panmunjom.61 This provision enables the exchange of information and 

the technological cooperation necessary for exchanges by mail and 

telecommunications.  

In conclusion, although the Implementation Protocol is a follow-up 

agreement to the Basic Agreement, procedures to realize its goals remain 

unspecified – a situation which continues to cause many difficulties in the 

relations between the Koreas. Therefore, achievement of the goals of the 

                                                 
61 Panmunjom is the "truce village" that straddles the border between North Korea and South 

Korea in the middle of the Demilitarized Zone that has split the peninsula since the Korean War 

ended in 1953. 
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Implementation Protocol will necessitate additional, more clearly specified, 

agreements. 

 

2.7. The Agreement on Investment Protection between South and 
North (Investment Protection) 

The Agreement on Investment Protection between South and North is one 

of the important measures subsequent to the South-North Joint Declaration of 

2000. The basic idea of this agreement is that the economic activities of the two 

Koreas are internal transactions between a common Korean people and not 

between two separate nations. Its purpose is to protect the assets of investors and 

to provide favorable conditions for investment, fundamental for the Koreas to be 

able to benefit mutually from future South Korean investment in North Korea. 

Furthermore, because trade between the two Koreas will be considered as internal 

transactions, neither side will have to pay tariffs. The tariffs exemption is 

advantageous for investors from both Koreas and will certainly be beneficial for 

the development of the telecommunications infrastructure for universal service.  

This agreement defines investment assets as “every type of asset invested 

by investors of the South and the North located in the area of the other party in 

accordance with the laws and regulations of the other party” (Article 1). Although 

this agreement considers investment as a mutual transaction in which both South 

and North citizens can invest in the other country, North Korean investments in 
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South Korea rarely occur. Furthermore, South Korean companies that invest in 

North Korean markets at this time seldom earn profits. Such will be the case, in 

all likelihood, for a considerable period of time until the North Korean economy 

improves.  

This agreement states that the South and the North should create 

favorable conditions for foreign investors to make investments in the North 

Korean market. According to Article 2-1, “sympathetic consideration shall be 

given to the concerns arising from the entry, sojourn and movement of persons for 

the purpose of realization of investment and business activities. North and South 

shall protect the investment assets of investors from the other country in their area 

in accordance with their laws and regulations” (Article 2-2) and “guarantee the 

freedom of investors from the other country” (Article 2-3).  

The agreement stipulates, “The South and the North shall not accord 

treatment less favorable than that accorded to its own investors or to investors of 

other countries with regard to restitution or compensation when the investments 

of investors from each party suffer losses due to an armed conflict or other 

abnormal situations” (Article 4-3). This provision considers the specific 

relationship of the two countries: both countries always have the potential of 

conflict from continuing military confrontation. Unlike previous agreements, this 

agreement reflects the fact that the relationship between the two nations is 

strongly dependent on both the internal and external situation of each country, 
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especially North Korea’s relationship with major powers such as the United States. 

The agreement also states that:  

[D]isputes between the investors of one party and those of the 

other party that arise from a violation of the rights vested in this 

Agreement shall be resolved through mutual consultation of the 

involved parties (Article 7-1). If the dispute cannot be settled 

through mutual consultation, the investor shall bring the case to the 

South-North Commercial Arbitration Committee, a mutually 

formed body that handles the investment disputes between the two 

Koreas. In addition, disputes between competent authorities of the 

parties arising in connection with the interpretation and application 

of this Agreement shall be resolved through mutual consultation at 

the North-South Ministerial Level Talks or through such an 

organization as designated thereby. (Article 7-2) 

However, no North-South Ministerial Level Talks addressed disputes that have 

occurred between the two nations in the past three years. Instead, the North-South 

Ministerial Level Talks discussed only general principles of the relationship 

between North and South, seldom reaching consensus on specific issues, and thus 

a number of investor disputes remain unsolved at this time.  

In order to gain more profits by investment, both countries agree to give 

each other special consideration. In addition, Article 9 notes the obligation to 
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provide information. “The South and the North shall mutually provide each other 

with newly enacted, modified and supplemented laws regarding investments. The 

South and the North shall provide without delay upon request by party 

investment-related information” (Article 9-1, 2). This provision appears very 

difficult to realize without subsequent agreements. Even within the individual 

countries, sharing information with others is not easy. Considering the many 

differences between North and South Korea and the difficulty of their relationship, 

sharing information will be especially difficult.  

In conclusion, this agreement regards the transactions of the two Koreas 

as internal transactions among the Korean people rather than transactions between 

citizens of two separate nations. This agreement protects the assets of the 

investors from each country and provides favorable conditions for investment. In 

addition, this Agreement confirms that both countries are willing to cooperate in 

economic development and investment protection in terms of future South Korean 

investment in North Korea. This agreement will bring about many economic, 

social and international benefits to the two Koreas by applying a tariff exemption 

for the exchange and cooperation of telecommunications business. 
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2.8. The Agreement on Telecommunication in Gaeseong Industrial 
Complex (Gaeseong Telecommunication Agreement) 

The Gaeseong Telecommunication Agreement aims at providing postal 

and telecommunication services to people who are associated with the Gaeseong 

Industrial Complex in North Korea, specifically the areas within the Gaeseong 

Industrial Complex and between the Complex and South Korea. The 

establishment of Gaeseong Industrial Complex may allow North Korea to develop 

its economy by using the financial resources of South Korea and other countries. 

North Korea enacted the Act on Gaeseong Industrial Complex in 2002 to support 

the Gaeseong Telecommunication Agreement. This action demonstrates that 

North Korea is ready to work towards improving its dire economic situation by 

collaborating with South Korea and other countries, indicating a possible eventual 

opening-up to the rest of the world. Therefore, reviewing this agreement will 

provide insight into the application of universal service to North Korea by 

examining the possibility of the establishment and implementation of universal 

service.  

Article 2 clarifies the basic principles of postal and telecommunication 

service. The agreements reached at the working-level meeting are as follows:   

1. Postal and telecommunication exchange between Gaeseong 

Industrial Complex and the South is an internal exchange 

between the nations, not an international exchange.  
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2. Both parties must ensure free postal and telecommunication 

exchange between Gaeseong Industrial Complex and the 

South.  

3. Postal and telecommunication exchanges between Gaeseong 

Industrial Complex and the South should be connected 

directly: one party should be able to connect with the other 

party without the message having to pass through a third 

country.  

4. Both parties have to ensure the confidentiality of postal and 

telecommunication communication between Gaeseong 

Industrial Complex and the South.  

5. Neither party can use postal nor telecommunication services 

between Gaeseong Industrial Complex and the South for 

political or military purposes. 

The recent progress in the relationship between the two Koreas has provided more 

opportunities to expand telecommunications service on the peninsula. For 

example, improved relations have allowed the two Koreas to expand 

telecommunications services in the area of Mt. Geumgang, Pyongyang Indoor 

Sports Complex, and Sinpo (LWR construction site). Although it is likely that 

more areas will be added to the telecommunication service area in the future, 

considering North Korea’s closed policy toward the outside world and its limited 
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telecommunication infrastructure, the wide use of this telecommunication service 

by the public of North Korea is improbable in the short term. Article 4 states that 

the predetermined operators must establish necessary infrastructure to facilitate 

the telecommunication exchange. (Article 7-1) In addition, telecommunication 

service providers have to connect the telecommunication network directly to 

locations agreed upon by the two countries. (Article 7-2) 

Although this Agreement applies to a limited area at present, the scope of 

this Agreement may be widened to other areas of North Korea as the relationship 

of both Koreas develops. 

 

2.9. Protocol between the Korean Peninsular Energy 
Development Organization (KEDO) and the Government of the 
Democratic People’s Republic of Korea (DPRK) on 
Communications for the Implementation of a Light-Water 
Reactor Project (Communication Protocol) 

The Communication Protocol is the agreement between KEDO and the 

DPRK (North Korea) which ensures the free communication of staff members at 

KEDO. The purpose of the agreement is to “closely cooperate to ensure the 

unimpeded and efficient communication of KEDO, its contractors, subcontractors 

and KEDO persons to, from and within the Project Site in connection with 

expeditious and smooth implementation of the LWR project” (Article 2-1).  
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This protocol defines “communication” as “the transmission and reception of 

information via wireline and the wireless telecommunications service (including 

telephone, telex, telegraph, and facsimile data and image/video communications) 

and via postal services and couriers” (Article 1-1).  

This protocol describes the various kinds of communication services 

which can be used for the KEDO project. According to Article 5-4, “The DPRK 

shall provide KEDO, its contractors, and subcontractors with a sufficient number 

of telephone lines, including lines for facsimile and data communications, as 

requested by KEDO, its contractors, subcontractors.” While North Korea does not 

provide broadband telecommunication service such as wireless or Internet service, 

it allows the use of independent means of communications system:   

[S]uch means of communications shall include their own 

independent satellite communications system and independent 

land-based (wire line and wireless) communications systems, 

including cellular phone and walkie talkies. Cellular phones shall 

be used only for communicating within the Project Site (Article 6).  

Although the use of these services is limited to the Project Site (Sinpo), North 

Korea’s permission to South Korea to use various communication means suggests 

many possibilities for establishing a more robust telecommunication infrastructure 

in North Korea. The agreement provides a beginning for possible establishment of 
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telecommunication infrastructure and provision of universal service on a wider 

basis in the future.  

 

2.10. Inter-Korea Exchange and Cooperation Act (IKEC Act) 

To implement the Basic Agreement between North and South Korea, the 

South Korean government enacted laws and regulations such as the Inter-Korea 

Exchange and Cooperation Act (IKEC Act) and the Inter-Korean Cooperation 

Fund Act (IKCF Act). 

The IKEC Act provides a comprehensive guideline for exchange and 

cooperation between North and South Korea for economic as well as 

humanitarian purposes. It is a fundamental law stipulating matters necessary for 

promoting mutual exchange and cooperation between North and South. More 

specifically, Article 1 states that the purpose of this Act is “to provide all matters 

necessary for promoting the reciprocal exchange and cooperation between the 

southern area (South Korea) and the northern area (North Korea) of the Military 

Demarcation Line.” South Korea seeks to improve the relationship of the two 

Koreas by prioritizing this law over other acts. Article 3 gives information 

regarding areas of reciprocal exchange and cooperation between South and North 

Korea such as imports and exports, trade, cooperative projects, and the supply of 

communications services. 
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This Act states that South Koreans who want to contact North Koreans by 

any method must obtain the approval of the Minister for National Unification. 

(Article 9-3) In the same vein, if any person who has obtained approval for a 

cooperative project pursuant to Article 16 desires to execute the cooperative 

project, one must obtain approval for each project from the Minister of  

Unification. (Article 16) The act defines contacts as “any contact by meeting, 

correspondence, or by other methods excluding contacts within the range as 

deemed proper in the limit of the purpose of the travel in and out as recognized by 

the Minister of Unification” (Article 9-1). These approval requirements impede 

the improvement of reciprocal exchange between the two Koreas. The 

complicated procedure and requirements for many documents make it difficult for 

South Koreans to contact the North. In order to promote exchange and 

cooperation between the two countries, the South Korean government needs to 

streamline the approval procedure although recently the government starts to 

improve the procedures. For example, the government receives online 

applications for contacting North Koreans. In particular, Article 22 describes the 

provision of postal and telecommunication services to promote cooperation 

between North and South Korea. Although these provisions are only 

recommended and not obligatory, clarifying these provisions for postal and 

telecommunication services will provide the foundation for subsequent enhanced 

services. This law elucidates that the government may subsidize or give other 
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necessary support to those executing the projects for South and North exchange 

and cooperation. (Article 24) 

Article 10 of the Presidential Decree states that any resident of South 

Korea who desires to have a North Korea visiting certificate issued under Article 

9 (1) of the Act shall submit the required documents to the Minister of Unification. 

The law sets a three-year limit for entry permission depending on the object of the 

visit to North Korea (Article 16). The problem of this section is that this 

regulation does not ensure sufficient time for long-term projects such as those 

related to the construction of telecommunications infrastructure.  

This law allows the Minister of Unification to cancel approval of 

permission for cooperative projects between South and North Korea when there is 

no record of the cooperative project for three consecutive years. (Article 32-5) 

Unfortunately, most business related to telecommunication and universal service 

take a long time to complete, and the accomplishments of the cooperative projects 

are sometimes not easy to show. In addition, Article 32-5 and 32-6 suggest that 

government authorities may arbitrarily apply this law to regulate general social 

life. For example, the Ministry of Unification may cancel approval in the 

following two cases: first, if a cooperative project operator commits an act which 

might hinder the South and North exchange and cooperation during the operation 

of the cooperative project (section 6); and second, if he might impede the national 

security, public order, or public welfare (section 7). Due to a lack of clear 
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guidelines, there is a possibility that these provisions could be applied arbitrarily 

or even misused during times of tension in the political situation between the two 

Koreas.  

Article 46-2 provides examples of the postal and telecommunications 

services to be rendered between South and North Korea:  

1. Basic postal service under Article 14 of the Postal Service Act 

2. Additional postal service under Article 15 of the Postal Service Act 

3. Key communications service under Article 4 (2) of the 

Telecommunications Business Act, and 

4. Value-added communications service under Article 4 (4) of the 

Telecommunications Business Act (Enforcement Decree of the Act, 

Article 46-2).  

Given the specific relationship between the two Koreas, the rate for any postal 

service and any telecommunications service to be rendered between South and 

North Korea under Article 22 (1) of the Act shall be equivalent to the domestic 

post rate and the domestic telecommunications service rate, respectively (Article 

47). Application of domestic transaction rates is beneficial for both countries by 

making communication less expensive as well as by removing complicated 

procedures required by international transactions. In addition, Article 53-1 of the 

Presidential Decree of the IKEC Act states that “with respect to the imposition, 

collection, reduction, exemption, and refund of taxes on any income accruing 
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from any investment, the import and export of goods, other cooperative projects 

related to the economy, and incidental transactions between South and North 

Korea, the provisions of the Act shall be applicable to Article 26-3 of the IKEC 

Act.”  

This act considers the movement of goods from South Korea into North 

Korea or rendering services to North Korea as an export or foreign currency 

earning business. However, bringing in goods from North Korea shall not be 

considered importing (Article 53). This part reveals duality in the South Korean 

government’s attitude toward North Korea: it attempts to promote imports from 

North Korea by regarding such imports as internal transactions. However, these 

promotion measures have not resulted in a flood of North-to-South imports 

because the quality and commercial value of most North Korean products is fairly 

low and most South Koreans are not interested in the products. Therefore, these 

provisions may have mainly declarative significance.  

In addition, one of the most debated issues regarding the IKEC Act is 

whether or not to allow the two peoples to contact each other through non-

political Internet connections without the approval of the Minister of Unification. 

There are frequent claims that the government should revise the existing law, 

which prohibits the connection with North Koreans via Internet. Some non-

governmental organizations asked to revise the existing law, which would allow 

the two peoples to contact each other through non-political Internet connections 
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without the approval of the Minister of Unification during the regular session of 

the National Assembly.  

 

2.11. The Inter-Korean Cooperation Fund Act (IKCF Act) 

The Inter-Korean Cooperation Fund (IKCF) Act was enacted to support 

the exchange and cooperation between North and South Korea encouraged by the 

Inter-Korean Exchange and Cooperation (IKEC) Act by providing a fund for 

South Koreans involved in such endeavors to make use of. The Act stipulates the 

operation and management of the Fund (Article 1). Funding resources are 

essential for improving the relationship between the two Koreas through 

increasing exchange and cooperation. To support these trade and cooperative 

projects, the IKCF Act lists the following sources for the Fund: 

1. Contributions from the government and entities other than the 

government 

2. Long-term loans as prescribed in Article 5  

3. Deposits from the Public Capital Management Fund as prescribed by 

the Public Capital Management Fund Act 

4. Revenues accruing from the operation of the Fund, and  

5. Other revenues as prescribed by the Presidential Decree (Article 4). 

The law gives the right and responsibility of the fund’s operation and 

management to the Minister of Unification. The Minister of Unification may 
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entrust any financial institution with affairs concerning the operation and 

management of the Fund (Article 7-2). This law states that “when the Minister of 

Unification establishes the basic plan for the operation of the Fund, he shall 

consult in advance with the Minister of Finance and Economy62 and the Minister 

of Planning and Budget63 with respect to the important matters related to the 

economic and financial policies” (Article 7-3). This provision fundamentally 

limits the operation of the fund. The general function of these Ministries is to 

distribute financial resources properly in South Korea. However, in reality, one of 

the primary functions of both ministries is to keep budgets of other ministries and 

public agencies within required bounds. Thus, Article 7-3 limits the authority of 

the Ministry of Unification.  

According to Article 7-4, major concerns regarding operation and 

management of the Fund shall undergo deliberation by the IKEC Promotion 

Council,64 which was established in 1990 according to the IKEC Article 4. The 

                                                 
62 The main function of the Ministry of Finance and Economy (MOFE) is to manage taxation, 

treasury, and finance policies (Ministry of Finance and Economy). 
63 The Ministry of Planning and Budget states its main function as the development and 

implementation of fiscal policies, including budget formulation, execution management, 

establishment of a medium-term fiscal plan, public fund policies and fiscal reform (Ministry of 

Planning and Budget). 
64 IKEC Article 4 states, “In order to consult and coordinate the policy on the reciprocal exchange 

and cooperation between South and North Korea and to deliberate and decide important matters 
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purpose of this provision is to prevent the arbitrary use of the Fund by the 

Minister of Unification. Article 8 stipulates the ways in which these funds can be 

used:  

1. Support of the whole or part of the expenses for travel between South 

and North Korea by South and North Korean residents  

2. Support of the whole or part of the funds needed for cooperative 

projects in the fields of culture, arts and sciences, and sports  

3. Support and financing of the funds needed to drive forward trade and 

economic cooperative projects for the residents of South Korea 

(including corporations and organizations) 

4. Support of the funds and compensation for loss accrued by financial 

institutions which offer the convenience for settlement of bills such as 

money changing or loans, and acceptance of any non-designated 

currency. These are prescribed in the Presidential Decree to promote 

inter-Korean exchange and cooperation 

5. Financing and assistance of the funds necessary for inter-Korean 

exchange and cooperation that contribute to the mutual trust of people 

and the national community, and that support projects, which promote 

inter-Korean exchange and cooperation  

                                                                                                                                      
concerning the South and North Exchange and Cooperation, the South and North Exchange and 

Cooperation Promotion Council shall be established in the Ministry of Unification.” 
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6. Redemption of the principal and interest of the loans and deposits from 

the Public Capital Management Fund as prescribed by the Public 

Capital Management Fund Act, and 

7. Disbursement of expenses for the formation, operation and 

management of the Fund. 

Table 6-2 shows that the Inter-Korean Cooperation Fund (IKC Fund) has been 

mostly used for supplying food to North Koreans, the LWR project, and 

Geumgansan tourism. There is no evidence that the fund has been used for 

supporting the development of telecommunication infrastructure in North Korea.  

These relatively ambiguous criteria do not provide specific guidelines for 

uses of the fund, giving a great deal of discretionary power to the Ministry of 

Unification. Because this freedom leaves open the possibility for the Ministry to 

misuse or inappropriately use its power, this provision has caused continuous 

arguments surrounding the use of this fund. 65  In recent years, some 

Congresspersons of South Korea have requested that the government clarify the 

use of the fund, having even proposed a bill requesting approval of the use of the 

fund by the National Congress. At present, one of the most debated arguments 

regarding support for exchange and cooperation between North and South Korea 

is about whether the fund is fairly used and properly allocated. Supporting social 

                                                 
65 How to use the fund has been one of the most contentious topics in the Committee of 

Unification and Foreign Affairs, National Assembly in South Korea.   
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capital in North Korea by using IFC fund would obviously help develop social 

norms, trust, and authority between the two Koreans and among each people. 

Therefore, further clarification regarding use of the unification fund should be 

presented by the government.  

 

Table 6-2. Uses of the Inter-Korean Cooperation Fund  

’91~’97 ’98 ’99 2000 2001 2002 Total

0.23 0.215 19.74 20.18

(1) (1) (9) (11)
0.03 0.53 0.08 0.64
(1) (1) (1) (5)

1.1 1.1
(1) (1)

0.42 0.9 0.33 1.65

(1) (9) (5) (15)

37.5 29.81 67.31

(1) (3) (3)

177.05 72.85 28.61 441.03 423.33 491.33 1,634.20

(10) (5) (3) (20) (34) (46) (82)
177.05 16.58 28.61 97.13 157.30 134.50 611.17

(10) (4) (3) (18) (32) (43) (77)
56.27 343.90 266.03 356.83 1,023.03

(1) (2) (2) (3) (5)
178.15 72.88 28.61 442.21 462.02 541.21 1,725.08

(13) (6) (3) (23) (46) (63) (117)
Note . Numbers in parentheses (  ) are the number of businesses that used the IKC Fund
From  White Paper on Korean Unification 2003 , ed. by Ministry of Unification, 2003, p. 245.

(Unit: $ 1million)

Uses

Support for comings and
goings of citizens
between North and
South Korea

Support for social and
cultural cooperation

Loans of money needed
for import and export

Subsidize losses

Support for the recovery
of national community

Grants

Loans for economic
cooperation between
North and South Korea

Total

Loans
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Establishing a telecommunications infrastructure for universal service in 

North Korea will be essential in providing equal access to information resources 

and a resulting recovering of mutual trust between the two countries. Because this 

infrastructure development requires substantial amounts of money and time, 

private companies are reluctant to invest their financial resources for the project. 

Therefore, prior to other projects, the funds should be used to establishing 

telecommunication infrastructure in North Korea.  

 

3. Summary of Unification Policy Analysis 

In order to explore unification policy in South Korea, three types of 

policy instruments were examined: 1) Statements of general principles and 

directions for unification policy, 2) Major agreements to develop the relationship 

between North and South Korea, and 3) Subsequent laws and policy documents 

by the South Korean government to realize the agreements between North and 

South Korea.  

Table 6-3 shows that the common goal of the Peace and Prosperity 

Policy, the White Paper, and the Annual Plan are to provide the general directions 

and principles for the unification policy of South Korean government. The 

ultimate common goal of these policy documents is to improve the relationship 

between North and South Korea for unification. 
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Table 6-3. General direction for unification policy 

Peace and Prosperity 
Policy Unification White Paper Annual Plan

Common
goal

Major focus

• Promote peace and 
  pursue co-prosperity 
  between North and 
  South

• Comprehensive 
  information on 
  unification and the
  relationship between
  North and South

• Specific tasks for 
  each year

Secondary 
focus

• Basic principle for the 
  relationship

• Long-term plans 
  for unification

• Short-term and more
  feasible plans than 
  other plans

NA
- Policy focus changes

Social 
capital

• Emphasis on 
  co-prosperity helps to 
  build trust by equally 
  developing 
  their economy

• The connection of the 
  inter-Korean 
  communication network 
  may help to social 
  integration by improving 
  social capital 
  of the two Koreas

• Stress exchange and 
  cooperation may 
  develop social capital

Limitation

• General directions for 
  the improvement of the 
  relationship between 
  North and South

• Focus on an ideal 
  rather than a 
  necessarily feasible
  policy

• Unpredictable 
  relationship makes 
  policy goals hard to 
  achieve

Universal 
service

NA NA

• Improve the relationship between North and South Korea for unification

 

While all the policies pursue a common overarching goal, they have 

distinct goals as well. While the Peace and Prosperity Policy focuses on 

providing the general directions for the improvement of the relationship between 

North and South Korea, the White Paper provides comprehensive and essential 

information for exploring unification policy in South Korea. The Annual Plan 

provides specific tasks for the Ministry of Unification in response to the policy 

priorities of the government.  
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In short, although these documents take different approaches, the ultimate 

goal of each one is the improvement of the relationship between North and South 

Korea through exchange and cooperation. All these documents complement each 

other to realize their goal. However, none of these documents has provided plans 

for bridging the information gap, resulting in social inequity between North and 

South Korea. Nevertheless, emphasis on co-prosperity between North and South 

Korea in the Peace and Prosperity Policy will contribute to building trust between 

North and South by equally developing their economies. Unification White Paper 

highlights the connection of the inter-Korean communication network, which will 

help connect social networks and bring eventual social integration by connecting 

the social capital of the two Koreas. In addition, emphasis on exchange and 

cooperation based on a consensus of the both peoples will help increase social 

capital, and the sharing of norms, networks, and authority relations.  

In line with other unification policy documents, the ultimate goal of the 

documents summarized in the Table 6-4 is the improvement of the relationship 

between North and South Korea through exchange and cooperation. The Joint 

Declaration focuses on a basic principle for the relationship of the two Koreas. 

This declaration helped to consolidate mutual trust and to promote human 

exchange between two Koreas. The Basic Agreement provides the foundation for 

North and South Korea to increase exchange and cooperation. The emphasis on 
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exchange and cooperation in various fields will contribute to developing social 

capital by narrowing the social gap between the two countries. However, the 

Basic Agreement does not provide specific procedures or measures to implement 

the goal.  

 

Table 6-4. Agreements between North and South Korea 

Joint 
Declaration

Basic 
Agreement

Implementation 
Protocol

Investment 
Protection
Agreement

Gaeseong 
Agreement

Communication 
Protocol

• General
  consensus

• First 
  comprehensive 
  agreement

• Promotion 
  of economic 
  transactions

• Basic principle
  for the 
  relationship of 
  the two Koreas 

• Improve the
  relationship 
  between North 
  and 
  South Kotrea

- internal 
  transactions

• Ensuring
  investment
  protection

• Realization of  
  the Basic 
  Agreement

• Specified by the 
  Joint Declaration

Universal 
service

NA NA NA NA • Limited
 telecommunication 
  services

• Limited
  telecommunication
  services

Social 
capital

• Help to 
  consolidate 
  trust and 
  provide human 
  exchange 

• Exchange and 
  cooperation 
  contributes to 
  developing 
  social capital 
  by narrowing 
  the social gap

• Cooperation in 
  telecommunications 
  connects two 
  societies by 
  sharing information 
  resources

• Internal tranctions 
  may bring about 
  benefits for both 
  countries' social 
  capital

• Allowing 
  connection for 
  both helps to 
  build trust 

• Exchange 
  and cooperation 
  help to develop 
  social capital

Limitation
• Emphasis on 
  economic 
  development 

• Lack of legal 
  requirements

• No specific 
  guidelines for
  implementation

• Limited to specific
  use (Gaesong)

• Limited to specific
  use (Sinpo)

• Promote exchange and cooperation between North and South Korea

Secondary 
focus

• Reconfirmation 
  of the Basic 
  Agreement

• Specified 
  by the Joint 
  Declaration

Major focus

 • Exchange and 
   cooperation in  
   science, 
   technology, 
   and 
   environment

• Providing 
  postal and
 telecommunication 
  services to 
  Gaeseong 
  Industrial Complex

• Ensuring 
  communication 
  of   KEDO staff 

Common 
goal

 

The subsequent agreements, such as, the Implementation Protocol, the 

Investment Protection Agreement, the Gaeseong Telecommunication Agreement, 

and the Communication Protocol, offer specific procedures for the two Koreas to 
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exchange and cooperate in specific fields. The Implementation Protocol provides 

a general direction for exchange and cooperation in science, technology, and 

environment. In particular, cooperation in the construction of telecommunications 

infrastructure will eventually help connect two societies by allowing sharing 

information resources. The Investment Protection Agreement promotes economic 

transactions between North and South Korea by considering such transactions as 

internal transactions and ensures investment protection by offering more specific 

guidelines for mutual protection of investments made by citizens of either Korea 

in the other. In particular, considering economic activities of the two Koreas as 

internal transactions may bring about economic and social benefits. This 

agreement will contribute to providing more opportunities for both social capitals 

to connect with social networks. The Gaeseong Telecommunication Agreement 

and the Communication Protocol offer great potential for the spread of 

telecommunication services throughout North Korea. Allowing connection 

between North Koreans and South Koreans will help to build mutual trust. 

Table 6-5 shows that South Korea enacted the IKEC Act and the IKCF 

Act to realize the improvement of the relationship between North and South. 

While the IKEC Act provides a comprehensive guideline of exchange and 

cooperation for economic as well as humanitarian purposes between North and 

South Korea, the IKCF Act focuses on promoting exchange and cooperation by 

supporting those transactions financially. The main goal of this law is to support 
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South Koreans by subsidizing the exchange and cooperation between North and 

South Korea. This fund will greatly help the companies which intend to invest 

their financial resources for this project in North Korea.  

 

Table 6-5. South Korean laws to support the agreements 

IKEC Act IKCF Act

Common
goal

Major focus • Promotion of exchange and cooperation • Support of exchange and cooperation of
  both Koreas  by using the Fund

Secondary
focus

• Provision of all elements and procedures
  for promoting exchange and cooperation
  between North and South

• Financial support for the exchange
  and cooperation

Universal
service   NA   NA

Social
capital

• Promotion of exchange and cooperation
  between the two Koreas will improve
  trust

• Contribute to building social capital by
  supporting exchange and cooperation
 - Fund will be used to increase social
   networks, trust, and authority

• Lacks specificity • Weak funding resources
• Possible arbitrary application of the law
  by the Ministry of Unification • No clear principles

• Arbitrary use of the fund

• Promotion of the exchange and cooperation between North and South Korea

Limitation

 
While the IKEC Act will contribute to promotion of exchange and cooperation 

between the two Koreas, which will improve mutual trust, the IKCF Act will 

contribute to building social capital by encouraging exchange and cooperation 

between the countries.  

Table 6-6 shows how each policy instrument discussed in this chapter 

contributes to the analysis of universal service and Korean reunification.  
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Table 6-6. Summary table of the unification policy analysis 

Name of policy instruments How does it contribute to the analysis of universal
service and reunification?

Peace and Prosperity Policy Provides basic direction for the improvement of the
relationship between North and South Korea

White Paper on Korean Reunification Provides comprehensive information on reunification

Annual Plan of the Ministry of
Unification

Contributes to realizing the basic goal of Korean
reunification through specific action plans

Joint Declaration Enables promotion of the relationship between North and
South

Basic Agreement Provides a general agreement for exchange and
cooperation

Implementation Protocol Focuses on exchange and cooperation of science,
technology, and environment

Investment Protection Promotes economic transactions between North and
South

Gaeseong Telecommunication
Agreement

Provides postal and telecommunication services to
Gaeseong Industrial Complex

KEDO Communications Protocol Provides communication services for KEDO staff at the
LWR area

Inter-Korean Exchange and
Cooperation Act

Contributes to promoting the relationship by providing
guidelines and procedures for exchange and cooperation
between North and South

Inter-Korean Cooperation Fund Act
Supports and promotes exchange and cooperation
between the Koreas through subsidizing South Korean
investment financially  

The ultimate goal of the laws and policy documents about unification is 

to improve the relationship between North and South Korea. The South Korean 

policy instruments and the agreements on unification were enacted or reached in 

response to each country’s needs and ultimately focusing on the improvement of 

the relationship between North and South Korea. Most of unification policy 

instruments have their own foci and consistency because they were created by the 

Ministry of Unification. Thus, for the most part they are systemized and well-
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organized. Compared to policy instruments of informatization, these instruments 

have relatively few problems of overlap or inconsistency.  

However, because of the unpredictable relationship between North and 

South Korea these instruments cannot provide specific plans for future direction. 

In general, while the policy documents of general direction for Korean unification 

are systematically intertwined with each other, the agreements between North and 

South are not systematically related to existing laws and policy documents. Each 

agreement was reached in order to meet the demands of a specific situation 

between North and South. Only the Joint Declaration and the Basic Agreement 

provide the basic direction for exchange and cooperation between the two Koreas. 

Furthermore, none of the unification policy instruments include discussion of 

universal service or equal access between North and South Korean people for 

social unification. Thus, the future agreements between North and South should 

be made in a more comprehensive and systemized way so that both countries can 

realize the goals of the agreements. The unsystematic nature of the agreements 

makes it difficult to apply them to the improvement of the relationship between 

the two Koreas.  

Consequently, despite the strong desire for unification from the 

government, South Korea faces significant obstacles in developing unification 

policy. As mentioned before, the unpredictability of the relationship between 

North and South Korea had made it difficult to maintain consistent policy. Lack 
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of consensus caused by the South Korean top-down approach has also impeded 

wide civic involvement in the unification policy making process. In addition, the 

arbitrary use of the IFC fund is one of the most debated concerns of unification 

policy. Finally, lack of strong authority by the Ministry of Unification has made it 

difficult to coordinate other ministries and to implement a consistent and uniform 

policy on the national level.  

 

This chapter analyzed major laws and other policy instruments regarding 

Korean reunification to characterize the relationship of exchange and cooperation 

between North and South Korea from the perspective of telecommunication and 

universal service. The policy instruments regarding Korean reunification offer 

great potential for using social capital in developing the relationship between 

North and South Korea. Until now, unification policy has been driven mostly by 

the government, and there is little room for civic involvement in the policymaking 

process. In particular, the top-down approach of unification policy will not 

succeed in the eventual social integration of the two Koreas. Use of social capital 

for unification will help formulate consensus between the two peoples as well as 

among South Koreans. This chapter has offered suggestion for using social capital 

which is required for civic involvement in the unification policymaking process. 

This chapter contributed to addressing the Research Question (4) How may the 
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universal service model of South Korea be used to support the two Koreas’ 

eventual reunification?  

The next chapter will analyze the commonalities and the differences of 

telecommunications between North and South Korea in three areas: 

telecommunication policy, telecommunication infrastructure, and 

telecommunication cooperation between North and South Korea. In addition, the 

next chapter will examine the experience of telecommunication cooperation 

between East and West Germany and explore its applicability to the Korean 

situation. 
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CHAPTER 7  

A COMPARATIVE ANALYSIS OF THE TELECOMMUNICATION 

INFRASTRUCTURES OF NORTH AND SOUTH KOREA 

 

Chapter 6 analyzed South Korean policy instruments about Korean 

reunification. This chapter will analyze telecommunications in North and South 

Korea in three areas: telecommunication policy, telecommunication infrastructure, 

and telecommunication cooperation between North and South Korea, focusing on 

the ways in which North Korea differs from the South Korean 

telecommunications explored in Chapter 4. In addition, this chapter will examine 

the experience of telecommunication cooperation between East and West 

Germany and explore its applicability to the Korean situation. This chapter will 

especially contribute to exploring Research Questions (3) What are the major 

characteristics of North Korea’s telecommunication infrastructure? and (4) How 

may the universal service model of South Korea be used to support the two 

Koreas’ eventual reunification?   

The economic gap between North and South Korea has created parallel 

gap in telecommunication infrastructures between the two countries. While the 

rapid economic development of South Korea has allowed it to deploy an advanced 

telecommunications infrastructure, the serious economic challenges faced by the 

North have impeded such development there. The lack of a well-developed 
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telecommunications infrastructure in the North may be an obstacle to Korean 

social reunification because it will result in an increasing information gap 

between North and South Koreans. This information gap may further contribute to 

both political and economic inequities in North Korea, since access to information 

is crucial for participation in political and economic life. Therefore, an analysis of 

the major characteristics of the telecommunications infrastructure and policy of 

both Koreas will provide insight into how to better develop the two countries’ 

telecommunication infrastructures and services with the goal of eventual 

unification into a single universal service system. In this light, the examination of 

the telecommunication cooperation between East and West Germany is 

particularly relevant, because the German model of telecommunication 

integration was to transplant the advanced model of West Germany to the 

underdeveloped telecommunication model of East Germany without considering 

political, economic, and social factors. 

 

1. Telecommunications Policy 

Both South Korea and North Korea have understood postal services and 

communication as a major element of social infrastructure. South Korea has used 

the term “Cheshin” which includes postal and other types of communication, 

rather than the more technology-centric term “telecommunication,” and in North 

Korea “communication” implies “collected information or the spread of facts 
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through newspapers, broadcasts, and magazines” (Chosun Great Encyclopedia 21, 

2001, p. 680). In North Korea, Cheshin is described as follows: 

Postal services and communication is the public economic area 

which meets the demands of communication and broadcasting. 

This is a special part of the public economy, as is transportation. 

This is one of the essential areas which implements social 

production, and it contributes to encouraging the whole process of 

production. (Juche Economics Research Center, Social Science 

Academy (Ed.), 1985, p. 514) 

Kim Jong-Il declaimed the following (2001):  

1. Cheshin (Postal services and communication) functions as the 

nervous system in the national and social areas.  

2. Cheshin disseminates the government’s policy and ensures the 

Korean Workers’ Party’s and the government’s uniform 

directions.  

3. Finally, Cheshin contributes to the independent and creative 

lives of the citizens. (Encyclopedia Publishers, 2001, p. 408) 

In contrast to capitalist countries, in which postal services and communication are 

largely privatized, in North Korea Cheshin functions as an instrument of the 

government and the Party first and as a means to directly improve citizens’ lives 

second. North Korea divides Cheshin into three areas, telecommunication, postal 
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communications, and broadcasting:  

Telecommunications includes wired and wireless telegraph, and 

telephones. Postal communication includes dissemination of 

newspapers and magazines, mailing and parcel services, and 

money transfer services. In addition, broadcasting services 

comprise radio, and television services, including cable. 

(Encyclopedia Publishers, 2001, p. 408) 

 

 

 

 

 

 

 

 

 

 

CheshinCheshin

TelecommunicationsTelecommunications

• Wired or Wireless 
Telegraphs

• Wired or Wireless 
Telephones  

• Wired or Wireless 
Telegraphs

• Wired or Wireless 
Telephones  

BroadcastingBroadcasting

• Radio

• TV

• Cable

• Radio

• TV

• Cable

Postal CommunicationsPostal Communications

• Dissemination of 
newspapers and magazines

• Mailing and 
parcel services

• Money transfer services   

• Dissemination of 
newspapers and magazines

• Mailing and 
parcel services

• Money transfer services   

Figure 7-1. Classification of Cheshin in North Korea 

Made by the author, based on the Encyclopedia Publishers, 2001, p. 408. 
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While postal services and broadcasting in the North are not very different 

from those of South Korea, (indeed, before the governmental organization 

restructuring of 1994 in South Korea, the Ministry of Information and 

Communications was named the Ministry of Post and Communications), North 

Korea defines telecommunication services as wired and wireless telegraph or 

telephone services and does not consider advanced telecommunications services 

including Internet access or mobile phone services. The different political, 

economic, and social systems in North and South Korea have resulted in different 

goals and different implementation procedures to achieve those goals. While 

North Korea has developed telecommunications at least in part in order to 

maintain political control, as evidenced by Kim Jong-Il’s remarks above, South 

Korea as a capitalist society has developed telecommunications to improve its 

economic situation. Both countries have developed telecommunication policies in 

response to their own needs, although for both the public welfare remains a 

concern.  

Table 7-1 shows important points of comparison in telecommunications 

policy between North and South Korea. While the North Korean government 

focuses on supporting public welfare by using Cheshin to promote the Juche 

ideology of self-reliance, with economic development a secondary, but still major 

factor, South Korea emphasizes enhancing public welfare by providing 

239 



telecommunications services and thus, eventually ensuring social equity through 

universal telecommunications services.  

 

Table 7-1. Comparison of Telecommunication Policy between North and South 

Korea 

Elements North Korea South Korea

• Ensure equal access

• Promote public welfare
• Develop its economy • Develop the economy
• Promote public welfare by 
  strengthening the regime

• Promote public welfare

•Deregulation after (virtual) national 
  monopolism
• Liberalization

• Conflicting policies: • More integrated policy:
- develop telecommunication industry - develop telecommunication industry
- limit citizens’ informatization - promote citizens’ informatization

• Lack of reponse to citizen's 
  demand-side concerns 

• Ministry of Postal Services and 
  Communications

• Korean Workers Party

• Dual Policy: 
- regulation by the central government 

- deregulation and liberalization

Purpose
• Develop the underdeveloped
  telecommunication infrastructure

Ultimate goal

Basic idea
• National monopolism

• Multilevel Stakeholders
- Informatization Promotion Committee
- Ministry of Information and 
  Communication
- Korea Telecom

Policy 
implementation

Regulation

• Regulation by the central 
  government

Major
institutional  
stakeholders

 

As the North Korean government claims and as, most researchers assert, 

the major function of telecommunications services in North Korea is to 

disseminate the government’s policies, particularly the Korean Workers’ Party’s. 

(Encyclopedia Publishers, 2001, p. 408) The North Korean government hopes to 
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increase citizens’ satisfaction with these policies by upgrading the economic 

situation through telecommunication development. 

Y. H. Kim (2000) describes what some consider the major features of 

North Korean telecommunications policy:  

Under a national monopoly, telecommunication in North Korea 

has been used as a tool to maintain its totalitarian system; there is 

no consideration of the importance of informatization in promoting 

national competitiveness. Finally, there is no consideration of the 

importance of informatization in promoting social welfare. (p. 107) 

According to Y. H. Kim, the North Korean strategy for telecommunications 

policies has developed two separate approaches: on the one hand, North Korea 

has promoted the telecommunication industry as a way to develop its economy, 

and on the other hand, it has emphasized government and Party-controlled 

ideology. Before 1990, North Korea had not developed its telecommunication 

infrastructure much due to internal and external limitations. Internally, North 

Korea had pursued the Juche ideology which was based on the concept of self-

sufficiency and self-reliance, which generally put little emphasis on the 

development of its telecommunication systems. Externally, the pressure from the 

outside world such as the Wassenaar Agreement66 and the U.S. government’s 

                                                 
66 The Wassenaar Agreement (WA) was established in order to contribute to regional and 

international security and stability by promoting transparency and greater responsibility in 
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economic embargo, initiated at the beginning of the Korean War (1950-1953), 

have been impediments to any international information exchange projects.  

The current economic crisis in North Korea has spurred the development 

of the telecommunication industry, but, at the same time, the North Korean 

government is concerned about the enormous power of telecommunication as a 

means of developing non-government-approved social capital. Although other 

countries may limit access to telecommunications networks, they most commonly 

do so because of ethical concerns, particularly concerns about children being 

exposed to undesirable material. North Korea, in contrast, limits access to 

telecommunications for mostly political reasons. Most North Koreans have no 

access to the Internet. This approach to telecommunication policy does not seem 

sustainable in the long term. From the South Korean perspective, the development 

of the telecommunication industry and the informatization of citizens are 

inseparable. Such development is concomitant with national informatization, and, 

furthermore, citizens’ demands for informatization would promote the 

development of the telecommunication industry. Y. H. Kim (2000) argues that 

                                                                                                                                      
transfers of conventional arms and dual-use goods and technologies, thus preventing destabilizing 

accumulations. The WA, the first global multilateral arrangement on export controls for 

conventional weapons and sensitive dual-use goods and technologies, received final approval 

from 33 co-founding countries in July 1996 and began operations in September 1996. The U.S. 

and South Korea signed the agreement, but North Korea did not. 
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now is the time for North Korea to decide whether to continue forward to an 

information-based society or to return to a policy of isolation and away from the 

main trend of informatization. (p. 107) Needless to say, this rhetoric is not shared 

by the North Korean government. 

Both North and South Korea have developed their telecommunications 

infrastructures under strong government leadership, but they have implemented 

telecommunication policy very differently. In North Korea, telecommunication 

policy is mainly controlled and implemented by the central government. However, 

in South Korea, although the central government still influences 

telecommunication policy, the private telecommunication sector has enjoyed 

increasing freedom in determining how policy is implemented. In addition, South 

Korea has policy agencies that work on multiple levels, from top-level strategic 

meetings, down to the level of research institutes. South Korea expects that 

telecommunication policy will be developed and implemented through 

discussions by these multiple levels of government agencies.  

The South Korean government has implemented structural reform through 

deregulation and liberalization in the telecommunications sector. This reform has 

led to increased international competitiveness and advanced telecommunications 

services. In contrast, North Korea’s national monopolism means that the central 

government continues to exert strong control in telecommunication; in fact, it 

regulates all elements of telecommunication. There is little possibility that North 
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Korea will develop telecommunication through deregulation and privatization in 

the near future.  

In terms of providing universal service, South Korea’s focus on 

deregulation and privatization has resulted in an advanced telecommunication 

infrastructure that allows the government to develop universal service in order to 

support equal access to information. North Korea lacks this necessary 

telecommunication infrastructure. Although the Juche ideology, which is a 

revised socialism, aims at providing equal social welfare for all people, the poor 

economic situation of North Korea has allowed the government to provide only 

very basic social welfare including universal education and universal health care. 

There is no public record that discussions of making universal service available 

have taken place in North Korea. The current study assumes that the 

underdeveloped telecommunication caused by economic difficulties does not 

allow North Korea to develop universal service, or even use the term “universal 

service,” as it is understood in South Korea.  

Led by strong governments, both Koreas have developed 

telecommunication policy and infrastructure, and, thus, in both countries the 

major stakeholders in telecommunication policy and infrastructure are mostly 

government agencies. However, the different political systems of the two Koreas 

require government agencies to play different roles. While South Korea’s 

democracy, which emphasizes popular consensus, has a number of agencies 
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involved in telecommunication development, North Korea’s Juche ideology has 

allowed it to implement telecommunication policy via one strong government 

agency, the Ministry of Post and Telecommunication, minimizing conflicts over 

authority and control. The Ministry of Post and Telecommunication is under the 

Department of State Affairs (See Appendix 11. Power structure of North Korea 

and Appendix 12. Administrative organizations of North Korea), which is “a 

general national management agency,” and an administrative enforcing agency of 

the Supreme Peoples’ Congress, the agency with highest degree of sovereignty in 

North Korea, equivalent to that of the Korean Worker’s Party (Chosun Rodong 

Dang) (See Appendix 13). The major functions of the Ministry of the Post and 

Telecommunication are:  

1) establishment, performance, and supervision of postal services 

2) dissemination of mail through the post 

3) planning of telephone facilities and the management of telephone 

equipment 

4) control and supervision of wireless communications 

5) policy-making with other Socialist countries and contract agreements 

concerning telecommunication 

6) planning and directing the education and recruitment of human 

resources for the postal service 
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7) planning and dissemination of facilities and equipment for the postal 

service. (Huh, 2000, p. 38) 

In North Korea, the ultimate goals of the postal and communication services are 

to help ensure direct communication from the Korean Workers’ Party and Kim 

Jong-Il to the people. (Encyclopedia Publishers, 2001, p. 408) 

In contrast, South Korea’s telecommunications policy is shaped and 

promoted through many different related agencies, such as the Informatization 

Strategy Meeting, the Informatization Promotion Committee, the Ministry of 

Information and Communication, the National Computerization Agency (NCA), 

the Korea Information Strategy Development Institute (KISDI), and Korea 

Telecom (KT). Nevertheless, like North Korea’s Ministry of Post and 

Telecommunication, South Korea’s Ministry of Information and Communications 

(MIC) is one of the most influential stakeholders in the South’s 

telecommunication policy. However, inter-agency conflicts occasionally make it 

difficult for South Korea to formulate a single coherent telecommunications 

policy. 

 Finally, both Koreas have used regulation or deregulation to develop 

telecommunication. While South Korea attempts both to deregulate the 

telecommunication market and to regulate it, North Korea tightly regulates the 

telecommunication market. However, the deteriorating economic situation and 

rapid technology penetration may cause North Korea to change its policy. 
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South Korea pursues both the development of the telecommunication 

industry and public welfare by providing telecommunication access. The basic 

concept of telecommunication policy in South Korea is that these two factors are 

inseparable and should be developed at the same time. North Korea, however, has 

implemented more separated policies. While North Korea intends to develop its 

telecommunication industry to overcome its economic crisis, the government is 

concerned about the enormous power of telecommunication and limits access to 

telecommunication networks due to fears of social unrest. However, this separate 

telecommunication policy seems unsustainable in the long term because the 

complete separation of the development of the telecommunication industry from 

citizens’ informatization is not feasible; it is not possible for the North Korean 

government to eliminate the grassroots formation of social capital, particularly 

when other interests are promoting cross-cultural exchange between North and 

South Korea. North Korea faces a challenge with telecommunication policy 

which may decide a great part of the country’s future.  

In both countries, an open policy provides open access to computer 

networks, and, while it might bring about improvement of the people’s lives 

through economic development based on telecommunication infrastructure, it 

might also promote the collapse of the political system. South Korea’s 

telecommunication privatization makes the implementation of integrated policy 

more difficult, while North Korea’s centralized control by the government 
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simplifies such implementation. Therefore, each country needs to improve its 

strengths and to supplement its weakness. The next section explores major 

characteristics of each telecommunication infrastructure. 

 

2. Telecommunications Infrastructure 

For the convenience of discussion, this study follows the categorization 

system of the International Telecommunication Union (ITU). The ITU divides 

telecommunications infrastructure into four basic indicators: fixed phone lines, 

mobile phone service (wireless), Internet connection, and telecommunication 

networks. (ITU, 2002) 

In South Korea fixed lines are widespread, and supply and demand appear 

to be in approximate balance. North Korea lacks even fixed telephone lines, with 

fewer than five lines per one hundred people. The gaps between North and South 

in mobile service and Internet connection are even greater. Table 7-2 compares 

the telecommunication infrastructure of North and South. Owing to various policy 

initiatives for the improvement of telecommunication infrastructure, most South 

Korean people have a private telephone connection. As a result of the 

government’s initiatives for national informatization, South Korea is one of the 

most advanced countries in the world in terms of the use of telecommunication 

infrastructure and telecommunication services. 
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Table 7-2. Comparison of Telecommunication Infrastructure between North and 

South 

Elements North Korea South Korea

General
• Lack of basic telecommunication 
  infrastructure

• Advanced telecommunication 
  infrastructure

Telephone 
lines

• 4.82/100 people • 43.27/100 people

• Limited areas
- Rajin-Sunbong Economic Free 
  Trade Zone, Pyongyang, and 
  Geumgangsan Tourism Zone

• Limited users
- military authorities and intelligence 
  agencies

• Service mode: GSM
• Intranet • 11 million high-speed Internet users
• No Internet connection to the public
- extremely limited to the top level of 
  officials

• 95% of all households will have 
  high-speed Internet connection 
  by 2005

Networks
• Separate industrial networks from 
  governmental networks

• Integrated network systems

Wireless 
(mobile 
phone)

Internet

• 33 million mobile phone users

• Mobile phone subscribers outnumber 
  fixed-line customers

• Service mode: CDMA

Based on the statistics of the MIC Web site (As of October 2003).  
 

However, in North Korea, due to the lack of basic telecommunication 

infrastructure, only the privileged, such as executive members of the Korean 

Workers’ Party, have a private phone. Most people use public phones at their 

workplace or at community centers. 

Lack of information about the telecommunication infrastructure in North 

Korea makes it difficult to describe the situation there precisely, but there are data 

available that can give us a general picture. According to the 1999 World 

Telecommunication Development Report of the ITU (International 
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Telecommunication Union), the number of telephone lines in North Korea was 

1.1 million, compared to about 20 million lines in South Korea. The number of 

telephone lines per 100 people in South Korea was 43.27, in North Korea, 4.82 or 

1/9 that of South Korea. (Gong, 2001, p. 457) Y. H. Kim (2000) claims that 

private phones in North Korea are mainly used by the executive members of the 

ruling party while the public use public phones. As mentioned above, in the 1990s 

North Korea focused on the modernization of telecommunication as a main policy 

strategy. In 1998, “the long-distance call was automated by using fiber optic 

cables and digital telecommunication between the capital city (Pyongyang) and 

local areas,”67 thus facilitating long-distance for users. Long-distance was used 

more for public purposes but also for industrial or administrative purposes. 

North Korea has also started to develop wireless service in limited areas. 

After Kim Jong-Il visited Shanghai, China in 2001, he indicated that North Korea 

must initiate a mobile phone service beginning in 2002. It was not easy, however, 

for North Korea to implement mobile phone service because it requires a higher 

level of network development than North Korea currently has. Until recently, 

wireless communication in North Korea has mostly been used by the military 

authorities and intelligence agencies. The People’s Korea, a weekly newspaper of 

North Korea, reported that a cellular phone service has been developed in 

                                                 
67 Ministry of Unification, Weekly North Korean Trend, 1998, Vol. 402. 
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Pyongyang and Rasun (Rajin-Sunbong) in November 2002. Mobile phones for 

public service are currently limited to use in the Rajin-Sunbong Free Economic 

Trade Zone, Pyongyang, and the Geumgangsan tourist zone. NEAT&T (North 

East Asia Telephone and Telecommunications Co.), established jointly by the 

North Korean government authorities and the Loxley Pacific Corporation of 

Thailand, began a pager service in the Rajin-Sunbong Free Economic Trade Zone 

in August, 2000. NEAT&T provided telephone lines and computer network 

services, and the Loxley Pacific Corporation plans to invest in making inroads 

into Internet, personal computer, cable TV, and broadcast businesses. 

Nevertheless, we cannot expect the development of a wireless industry in 

North Korea without an explicit political commitment by the North Korean 

authorities. Although Kim Jong-Il stipulates that the nation must push ahead with 

mobile phone services immediately, a mobile phone network in North Korea may 

bring problems to the military and security agencies, which require the use of the 

same frequencies. In North Korea, because investments in cellular phone plants 

and equipment are still at an early stage and the sign-up fee and charges for 

mobile phone calls are expensive,68 subscribers to the service number about 

20,000.69 According to The People’s Korea:   

                                                 
68 The price of a cell phone is $ 131 and monthly subscription fee is $ 765. (Chosun Sinbo July 2, 

2003) 
69 Chosun Sinbo December 3, 2003. 
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The Korea Communication Company of North Korea has various 

service plans for cellular phones including those for a prepaid 

system, homepage and e-mail services connected to computer 

websites. Since stationary telephones have been automated, the 

DPRK is going to focus investments and technical development on 

mobile phones. The cellular phone in the DPRK follows the GSM 

(Global System for Mobile Communication) system which is a 

mainstream in Europe. North Korea also has a plan to introduce the 

CDMA (Code Division Multiple Access) system which is used in 

South Korea for future reunification of Korea (2003).  

The People’s Korea reports that any North Korean who can afford it can use a 

mobile phone in limited areas although the bulk of South Korean research asserts 

that most North Koreans cannot use a mobile phone. In addition, the newspaper 

reports that, as the number of subscribers increases, service fees will most likely 

be lowered. (The People’s Korea, 2003) 

However, most research from South Korea does not support this claim. 

There is no evidence that average people use cellular phones in North Korea. 

Mobile phones use in the North is limited mostly to South Koreans within certain 

areas including Rajin-Sunbong Economic Free Trade Zone, Pyongyang, and the 

Geumgangsan Tourism Zone for the purposes of business or tourism. In contrast, 

South Korea is the first country in the world where mobile phone subscribers 
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outnumber fixed-line customers, with 30 million mobile subscribers as of April, 

2002, while the number of the fixed line subscribers is 23 million. 

(Informatization White Paper, 2002, p. 7) 

 Another important element of telecommunication infrastructure is the 

Internet. The number of Internet users in South Korea has reached 28.61 million 

(as of October 2003), and the number of broadband Internet service subscribers is 

11.15 million households. South Korea has the largest, fastest growing broadband 

market in the world. (Ministry of Information and Communication, 2003) North 

Korea does not offer Internet connection to the public, but North Koreans can use 

e-mail through intranets. 

The Internet was introduced in North Korea in the early 1990s, but the 

general public has not had access to the Internet due to the poor 

telecommunication infrastructure and more importantly the North Korean 

government’s reluctance to allow it. Although North Korea has an Internet 

domain name (.kp), it is not registered,70 but it provides its limited Internet 

services via other countries such as Japan or China.71 Although the Korean 

Central News Agency (KCNA) has its official home page in Japan, and twenty 

                                                 
70 The .kp code for North Korea is not registered in the ICANN (Internet Corporation for Assigned 

Names and Numbers), which manages Internet address throughout the world. (The White paper 

on North Korean economy, p. 209) 
71 For example, North Korea has provided the KCNA (Korean Central News Agency) Web site 

through Japan since 1997 and Chosun Info Bank site through China since 1999. 
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pro-North Korean Web sites exist in other countries, the opportunity to post and 

receive materials through the Internet has been monopolized by the North Korean 

regime; as a result, many researchers claim the Internet in North Korea is only a 

sophisticated vehicle for transmitting the North Korean government’s propaganda. 

(Petrov, 1997) 

Most official Web sites in North Korea are not designed for domestic use. 

North Korea does not have sufficient network infrastructure to allow universal 

access to the Internet. Thus, only a few very powerful people in North Korea can 

use the Internet. If the Internet were popularized in North Korea, it would be very 

difficult to maintain the same kind of closed society that exists at present. The 

North Korean authorities are fully aware of such concerns, and, thus, although the 

information infrastructure for the Internet will be established, it will probably be 

some time before the public has access unless there is a dramatic change in 

government policy.  

The one thing that favors Internet development in the North, however, is 

the nation’s urgent need to overcome its recent economic crisis. The North 

Korean government and its authorities have begun to recognize that technological 

development is the way to overcome their country’s economic difficulties. It will 

ultimately be necessary for North Korea to improve its telecommunication 

infrastructure and allow the general public to have Internet access in order to 

surmount the dire economic situation and to bridge the information access gap to 
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achieve social reunification between North and South Korea. According to the 

White Paper on North Korean Economy; 

Due to a partial success of the establishment of the fire wall 

between the intranet in North Korea and the Internet in 2001, 

North Korea established the “silibank” (www.silibank.com) Web 

site to provide e-mail services between the outside world and 

Pyongyang (with the Internet relay located in Shenyang, China). 

Therefore, there is a great possibility that when the fire wall 

development is complete, North Korea may gradually allow the 

people to access the Internet by controlling information from the 

outside world. (The Korean Institute for International Economic 

Policy, 2003, p. 210) 

With all other sectors of the nation’s economy stagnating, North Korea has 

invested a large portion of its financial resources in establishing 

telecommunications networks. A nation-wide fiber optical cable network was 

completed in October of 2000, in time for the 55th anniversary of the founding of 

the Korean Worker’s Party. The backbone is a 2.5GB capacity line connecting the 

cities in each province and Pyongyang. Building on this foundation, the 

construction of computer networks is proceeding step-by-step. Networks 

connection services are provided mainly through the Central Information 
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Company of Science and Technology and the People’s Grand Palace of Study72 

using computer networks, but users still have to rely on telephone lines.73

At present, the computer network is strictly domestic, that is, an intranet of 

sorts. Currently there is a no sign-up fee for using the network because North 

Korea intends to promote the spread of computer networks. After a request is 

made for subscription, users can receive network and e-mail services using an 

intranet. Organizations and individuals who want to subscribe to the service can 

choose among fiber optic cable (100MB), an ADSL (Asymmetric Digital 

Subscriber Line) (8MB), and a dial-up connection. Most subscribers use ADSL. 

As soon as the service is widespread, users’ fees will be raised. (The People’s 

Korea, 2003) 

Nevertheless, the telecommunication network in North Korea is far behind 

that of South Korea. According to the statistics of the International 

Telecommunication Union (ITU, 1999), the number of North Korea’s network 

circuits is 200,000, compared to 1.1 million in South Korea. With regard to 

telephone systems, the North has satellite stations—one Intelsat (Indian Ocean) 

and one Russian (Indian Ocean Region). The North also uses other international 

                                                 
72 The People’s Grand Palace of Study is a central library and social education facility. It was built 

in Pyongyang in 1982 to celebrate the 70th anniversary of the Kim Il-Sung’s birth. 
73 The lack of telephone lines in North Korea makes it difficult to access computer networks using 

telephone lines. 
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connections through Moscow and Beijing. North Korea is very much interested in 

fiber optic cables to develop its networks as soon as possible.74 North Korea has 

established a master plan to install fiber optic cables between Pyongyang and 

Hamheung and to train technical staff in cooperation with ITU and UNDP (Asian 

Technology Information Program, 1997). Since the Loxley Company had 

contracted with the North Korean government in the Rajin-Sunbong area to 

provide networks for thirty years, it established 1,200 mobile phone service lines 

and 1,500 wireless pager lines in North Korea in 1996. (KIEP, 2003, p. 205) Fiber 

optic cables were to be installed in the Rajin-Sunbong Free Economic Trade Zone 

by the Loxley Company of Thailand. North Korea began expanding telephone 

networks to connect Pyongyang via 40 nodes to major cities in the mid-1990s and 

now has connections (at 622 bytes) to 12 regions including Chongjin, Hamhung, 

and Kanggye. (National Computerization Agency, 2001) In the near future, North 

Korea will improve the level of informatization of its metropolitan areas.  

In short, Y. H. Kim (2000) describes the generally accepted major 

characteristics of telecommunications in North Korea: 

 There is an emphasis on maintaining its political system rather than 

directly developing public welfare. 

 North Korea has not consistently developed its telecommunication 

                                                 
74 According to Electronic Times (2001, February 15), the total length of fiber optic cables in 

North Korea is 1,400 km. 
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system due to the shift from dependence on the old U.S.S.R. to self-

reliance in technology development. 

 The Pyongyang-oriented star structure makes it difficult to develop 

the telecommunication infrastructure of North Korea. 

 The industrial network is closed and operates independently from the 

governmental network. (p. 128) 

North Korea has not developed its telecommunication infrastructure well because 

the “self-reliance” policy has inhibited the development and use of advanced 

technology. Technically, the Pyongyang-oriented star structure of 

telecommunication networks also imposes network overload on Pyongyang. 

North Korea faces several difficulties in developing its 

telecommunications infrastructure, in particular, due to political reasons, 

difficulties of financing, and the volatile relations between the two Koreas. The 

development of telecommunication requires that the North Korean government 

make a political decision whether to evade the trend towards increasing 

informatization or to embrace the current flow of telecommunication development. 

How North Korea can balance the development of telecommunication industry in 

response to current economic needs with citizens’ demand for informatization is a 

critical question. North Korea has attempted to respond to both requirements: it 
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created the “Act on Gaeseong Industrial Complex”75 in 2002 and follow-up 

regulations in 2003 to overcome its economic difficulties by promoting foreign 

investments, while maintaining limited Internet access to the outside world by 

means of a fire-wall. 

Another critical question is how North Korea will find the substantial 

financial resources needed for developing its telecommunication infrastructure. 

Although North Korea is trying to develop its telecommunication industry and 

expects that this development will help it to solve its economic difficulties, the 

poor telecommunication infrastructure impedes this development. Moreover, 

international concerns about nuclear weapons development make it difficult for 

the international community to loosen high-tech trade regulations on North Korea 

and invest in the North Korean market. For example, due to the Wassenaar 

Agreement, North Korea cannot import certain state-of -the-art 

telecommunication technology and equipment from other countries.76 Therefore, 

North Korea will have continuing difficulties in acquiring foreign capital and 

technology unless various regulations are removed. In addition, although North 

                                                 
75 The purpose of this act is to support the 2002 Agreements between North and South Korea 

related to the Gaeseong Industrial Complex and to enhance the development of the North Korean 

economy.  
76 However, North Korea produces Pentium computers (CPU 135,000 units and monitor 100,000 

units) by collaborating with China because China is not a signatory to the WA. (Chosun Sinbo, 

March 15, 2003) 
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Korea has attempted to offer a legal foundation for encouraging other countries to 

invest their financial resources, it has not provided adequately favorable 

conditions, and many foreign companies have lost interest in investing in the 

North Korean market.  

Finally, another major concern is how to utilize South Korean investment 

in developing the North’s telecommunication infrastructure. North Korea 

recognizes the difficulty of attracting foreign investment. Most foreign enterprises 

will not want to invest heavily early on because the basic telecommunication 

infrastructure of North Korea is so poor and the country still does not provide 

favorable conditions for foreign countries to invest. There is little possibility of 

making high profits in the North Korean market in the short term. However, for 

South Korea, the case is different. Even if investing in North Korea imposes a 

heavy economic burden on South Korea in the beginning, any company that does 

so will be given preference by both states after unification. Both Korean peoples 

will remember such companies’ contribution to unification, and they will enjoy 

high public approval. According to Gong, “the only country that can invest in the 

information infrastructure of North Korea is South Korea, and the most powerful 

friend to relieve the economic difficulties of North Korea is South Korea” (Korea 

Information Strategy Development Institute, 2001). Recent laws and policies in 

North Korea show that the implicit goals are encouraging South Korean 
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companies and industries to invest in the North Korean market, although it opens 

its door to all other countries. 

In short, both economic difficulties and political ideology have made it 

difficult to develop telecommunication infrastructure in North Korea. However, 

North and South Korea have attempted to develop a relationship of 

telecommunication cooperation. The following section describes a brief history of 

that cooperation. 

 

3. Telecommunication Cooperation between North and South Korea  

This section summarizes the history of the connection of the 

communication networks between the two Koreas provided in the Unification 

White Paper 2002.  

The division of the two Koreas in 1953 had not allowed each country’s 

people to contact the other even indirectly through the telephone or postal services. 

However, in 1971 during the first round of preliminary meetings between the 

South and North Korean branches of the Red Cross Talks,77 the two nations 

agreed to establish a hotline (direct telephone line) and a direct telephone line 

between the two Koreas was connected in 1971 for the first time since the 

division. In addition, the 7.4 South-North Joint Communiqué of 1972 made it 

                                                 
77 The Red Cross Talks are meetings between North and South Korea to discuss humanitarian 

concerns, such as coordinating deliveries of urgently needed food or supplies. 
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possible to establish an additional line. In August of that year, 18 telephone lines 

were connected between Seoul and Pyongyang to support inter-Korean talks. As 

shown in Table 7-3, the direct telephone service between North and South started 

from Red-Cross hotline in 1971, and recently another hotline was established to 

cooperate in air traffic control. These direct lines have contributed to the efficient 

communication in the recent frequent contacts between North and South.  

 

Table 7-3. Hot lines between North and South Korea 

Numbers
of lines

Red-Cross hot line Seoul-Pyongyang 2 22-Sep-71
South-North Coordination 
Committee

Between the South and North Korean 
Committee Chairman 1 4-Jul-72

Support for Inter-Korean 
Talks Seoul-Pyongyang 18 26-Aug-72

Economic Talks Seoul-Pyongyang 1 21-Dec-84
Between the South and North Korean 
Red Cross Liaison Office 2 22-Sep-71

Between the South and North Korean 
Liaison Office 2 18-May-9

Between Taegu and Pyongyang 
control air traffic tower (through 
Panmunjom)

2 19-Nov-97

Between Taegu and Pyongyang 
control air traffic tower (satellite relay) 1 17-Feb-98

Hot line between military 
authories

Gyungui Railroad connection 
construction office 2 24-Sep-02

31

From Unification White Paper 2003,  ed. by Ministry of Unification, 2003, p. 167.

Air traffic control

Total

(As of December 31, 2002)

Purpose Section Opening date

Hotlines through the 
Joint Security Area in 
Panmunjom 2

 

As of December 2002, there are 31 direct telephone lines and 27 indirect 

lines via third country (Japan) between South and North Korea. Based on an 
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agreement between the two Koreas, the direct or indirect lines are mostly used to 

support inter-Korean talks and dialogue between North and South. Recently, some 

indirect lines through a third country (Japan) have been used to support the Light-

Water Reactor (LWR) project,78 the Mt. Geumgang tourism Zone which started in 

1998, and the construction of the Pyongyang Indoor Sports Complex79 which 

started in 1999.  

As shown in Table 7-4, when the KEDO Light-Water Project (LWR) 

started, KEDO needed telephone connections to support the Project. Thus, KT, 

which was approved as a contractor for supporting telecommunication service for 

the LWR Project in South Korea by the South Korean government, the 

telecommunication provider for the LWR Project in South Korea, opened 

telephone services based on the existing telecommunication facilities in 1997, and 

now operates 16 lines.  

 

                                                 
78 KEDO (Korean Peninsular Energy Development Organization) was inaugurated to fulfill the 

Agreed Framework signed between the U.S. and North Korea in October 1994. KEDO and North 

Korea reached the agreement that KEDO will provide two light-water reactors (LWR) for North 

Korea on December 15, 1995 (Ministry of Unification, 2003, p. 171). South Korean workers 

staying at the LWR site in Sinpo use international postal service via China.  
79 Also called “Ryu-Gyung Chung Joo-Young Sports Complex.” Hyundai Asan and the North 

Korean government agreed to construct it in 1998, started its construction in 2002, and finally 

opened it in October 2003. 
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Table 7-4. Indirect lines between North and South Korea 

Purpose Section Numbers 
of lines Opening date

South Korea~Japan KDD~Intelsat~ 8 4-Aug-97

Pyongyang~Sinpo 2 26-Jul-00

6 23-May-01

South Korea~Japan KDD~Intelsat~ 6 17-Nov-98

Pyongyang~Wonsan~Onjong~Jangjon 2 18-May-99

Pyongyang 
Indoor Sports 
Complex

South Korea~Japan 
KDD~Intelsat~Pyongyang~ 
Wonsan~Onjong~Jangjon

3 21-Nov-0

27

From Unification White Paper 2003,  ed. by Ministry of Unification, 2003, p. 167.

(As of December 31, 2002)

Mt. Geumgang 
Tourism

Total

KEDO LWR
Project

0

 

In addition, an agreement on Mt. Geumgangsan tourism was signed between the 

South Korean conglomerate company Hyundai (specifically Hyundai Asan) and 

North Korea's Asia-Pacific Peace Committee.80 According to the agreement:  

[T]he two sides must guarantee the provision and use of 

communication facilities for the sake of the Mt. Geumgangsan 

Tourism Project and the convenience of the tourists. Following the 

agreement, Hyundai Electronics Industries of South Korea and 

North Korea's Geumgangsan International Tourist General 

Corporation signed an agreement on October 19, 1998, to 

guarantee tourists’ communication with the outside world within 

                                                 
80 The Committee is one of the exterior organizations of the Korean Workers’ Party, and North 

Korea uses this Committee as a channel for communicating with South Korea. 
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the specific area. In addition, on November 12, 1998, the South 

Korean government gave permission to Hyundai Electronics 

Industries, Korea Telecom, and Onse Telecom to cooperatively 

participate in the project for Mt. Geumgangsan Tourism. 

Consequently, six international telephone lines via Japan were 

connected on November 17, 1998. Two additional lines were 

opened May 18, 1999, raising the total number of lines available 

for Mt. Geumgangsan Tourism to eight.  

Because Hyundai Asan and the North Korean government agreed to construct the 

Pyongyang Indoor Sports Complex in 1998, the North Korean government has 

allowed Hyundai construction workers staying at the site of the Pyongyang Indoor 

Sports Complex to call from their offices and work site in Pyongyang to South 

Korea using the communication network established for Mt. Geumgangsan 

tourists. Consequently, on October 23 of 2000, three South Korean companies, 

Hyundai Electronics Industries, Korea Telecom, and Onse Telecom, jointly 

requested permission from the South Korean Ministry of Unification to change 

the existing service plan. In November 2000, the Ministry of Unification allowed 

two-way communication between the two Koreas at the private level; direct 

communication between North and South was possible for civilians for the first 

time. Currently, a total of three lines, including two telephone lines and one 
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facsimile line, are being used to support the construction of the Pyongyang Indoor 

Sports Complex. (Unification White Paper 2002, pp. 136-139) 

 Although North and South Korea have only minimally connected 

telecommunication networks, recent frequent exchanges and cooperation between 

North and South Korea have brought about opportunities to connect a number of 

networks between the two Koreas. Exploring the experiences of the unified 

Germany may contribute to obtaining insight about what to do or not do in further 

developing telecommunication infrastructure for Korean reunification. 

 

 4. German Reunification 

 At the end of the 1980s, the reform politics of the Soviet President 

Gorbachev, Perestroika81and Glasnost,82 brought about the collapse of socialist 

blocs in Central and Eastern Europe. This external situation brought about an 

enormous transition in political, economic, and social life in East Germany, 

resulting ultimately in the fall of the Berlin Wall on November 9, 1989. The 

German Democratic Republic (East Germany) accepted the increasing pressure 

from its people for political reform, and calls for German reunification. As a 

result, on October 3, 1990, the Unification Treaty between East and West 

                                                 
81 Perestroika was Mikhail Gorbachev's program for economic, political, and social restructuring. 
82 Glasnost, or “openness,” refers to the dramatic enlargement of individual freedom of expression 

in political and social aspects of Russian life. 
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Germany came into force, completing the German Economic and Monetary 

Unification with Social and Political Union (GEMSPU).  Eventually, the German 

Democratic Republic (East Germany) and the Federal Republic of Germany 

(West Germany) were unified in 1990.83  

 In the process of unification, East and West Germany had struggled with 

enormous differences. In particular, as shown in Figure 7-2, while West Germany 

has developed an advanced telecommunication infrastructure, the 

telecommunication infrastructure of East Germany was mostly old and 

underdeveloped, due to the country’s economic underdevelopment. The 

telecommunication infrastructure of East Germany was much less developed than 

West Germany had expected. According to J. Y. Lee (1995), in 1989, just before 

unification, West Germany had 470 telephone lines per 1,000 people while East 

Germany had 110 telephone lines per 1,000 people.               

               

                                                 
83 The official name of unified Germany is the Federal Republic of Germany (Die Bundesrepublik 

Deutschland), which was the official name of West Germany. The German unification resulted in 

absorption of East Germany as an integral part of West Germany. 
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 1989 1990 1991 1992 1993 1994 

East 10.98 11.45 13.2 18 24.2 30.5 

West 46 46.8 47.7 48.8 49.9 50.7 

 

Figure 7-2. Comparison of telephone penetration rates in the two Germanys 

From “Information society,” by E. Sutherland, 1995 (Source: ITU and Deutsche Telekom AG) 

 

The worldwide trend toward telecommunications liberalization made West 

Germany consider the liberalization of its telecommunications in order to survive 

in the competitive telecommunication market. The European Community had 

decided to introduce full-fledged competition for telecommunication networks 

and telephone services by the end of 1997, and furthermore the liberalization of 
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West German telecommunication market was concomitant with unification. These 

dual requirements caused West Germany to bring about severe economic 

difficulties. Until 1989, the German market for telecommunication networks was 

controlled by the monopoly of the state-owned Deutsche Bundespost (“German 

Federal Post Office,” abbreviated DBP), which ran the network and all the 

services on it. Article 87 of the Basic Law (the West German Constitution) had 

stipulated that the Deutsches Bundespost (DBP) must be operated as a federal 

administration, and the DBP had the exclusive right to establish 

telecommunications infrastructure. (Schmidt, 1991) 

Even before unification, West Germany had started to restructure its 

telecommunication market. In July 1989, the German Bundestag passed the 

“Stage One Postal Reform” and had begun restructuring its telecommunications 

market from monopoly to competition. The main focus of this reform was to 

separate regulatory functions from entrepreneurial functions in the 

telecommunication business. The reform brought about the breakup of the DBP 

into three administratively separate “public enterprises”: traditional mail and 

parcel service (Postdienst), a unit for postal banking (Postbank), and DB Telekom 

(Telekom). (Larson, 1992, p. 3) 

With the second postal and telecommunications reform (Postreform 2) 

which was put into effect in 1994, the Federal Republic of Germany stipulated in 

its constitution that the government should provide appropriate and sufficient 
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telecommunications services throughout the country. (NCA, 1997, p. 60) The 

Telecommunications Act of Germany (TKG: Telekommunikationsgesetz) was 

enacted and put into effect in 1996 to accelerate competition in 

telecommunications, and it stipulated complete liberalization of the 

telecommunications market after January 1, 1998. The Postreform 2 in 1994 

allowed for privatization of Deutsche Telekom. The key was the creation of a 

fund that allowed the firm to use public servants as regular employees. Now the 

state no longer had to provide telecommunications but only assure that it is 

provided adequately. (Vogelsang, p. 6) 

Schmidt (1991) states that the implementation of a new regulatory 

framework for telecommunications development has been rather difficult with the 

extra challenge posed by Germany’s reunification. The necessity of integrating 

the antiquated East German network has introduced a additional layer of 

difficulties (pp. 209-210), with West Germany having to bear the enormous 

economic burden for developing East Germany’s underdeveloped 

telecommunication infrastructure, and as a result, the reform was delayed. Since 

unification in October 1990, Germany has been confronted with the burden of 

developing the entire economy and infrastructure of East Germany, “[t]he 

massive transfer of funds from West to East has been a severe burden on the 
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public purse, for the economy as a whole and for the people in the West”84 

(Schnöring & Szafran, 1994, p. 453). Integrating the East into the West was 

considered more important than the need to liberalize the telecommunication 

system. Due to the different levels of telecommunication infrastructure, however, 

both Germanys had different policy priorities in developing telecommunication 

policies: while East Germany had to install a basic infrastructure as quickly as 

possible, West Germany focused on promoting network and service innovations.  

 Despite these different policy priorities, both sides felt that 

telecommunication development would contribute to economic development in 

East Germany and to the eventual integration of East and West by ensuring equal 

access, particularly for Eastern Germans, to information resources. In the process 

of negotiating for unification, the two Germanys agreed to develop the 

telecommunication infrastructure of the East and to connect the infrastructure of 

the West to that of East Germany.  

At the beginning of 1990, joint committees were set up with the 

BMPT and the parallel GDR ministry, and between DBP 

Telekom in the West and Deutsche Post Telekom in the East to 

discuss the possibilities for the development of 

                                                 
84 The net West-East transfer of funds by state budgets and social insurance agencies had 

increased nearly fourfold from DM 45 billion in 1990 to DM 129 billion in 1991, DM 151 billion 

in 1992, to an estimated DM 165 billion in 1993. (Schnöring & Szafran, 1994, p. 453) 
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telecommunication infrastructure in the GDR and the merger of 

the two companies, and to ensure the merger of the regulatory 

political bodies. The two telecom companies worked out the 

initial plans which would ultimately be written into the Telekom 

2000 85  policy mandate. Deutsche Post Telekom started an 

accelerated expansion of infrastructure in the GDR with the 

financial support of credit from DPT Telekom. (Schnöring & 

Szafran, p. 457) 

 

Telekom 2000: Deutsche Telekom’s telecommunication project for 

unification 

“Telekom 2000” was designed to provide the eastern part of Germany 

with advanced networks by 1997. (Schmidt, p. 220) The purpose of the “Telekom 

2000” plan was to “meet the needs of expanding and modernizing 

telecommunications infrastructure in the new federal state (East Germany). By 

1997 the aim was to achieve overall conformity of network infrastructure and thus 

of the services offered” (Schnöring & Szafran, p. 462). Table 7-5 shows the aims 

                                                 
85 Telekom 2000 was designed to develop the underdeveloped telecommunication infrastructure of 

East Germany by the Deutsche Telekom of West. Deutsche Telekom was merged with Deutsche 

Post Telekom of East Germany during 1990-2000.   
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of the Telekom 2000 Project and Table 7-6 presents overview of the Telekom 

2000 Project.  

 

Table 7-5. Aims of the Telekom 2000 project 

(unit: number)

1989 1997

Main telephone connections 1,800,000 9,000,000

Coin and card telephones 25,000 85,000

Telefax connections 2,500 360,000

Cable TV connections 0 5,000,000

From Telecommunications in Eastern Germany: A success story of East-West integration ,
by T. Schnöring and U. Szafran, 1994, Telecommunications Policy, 18 (6), p. 462.

 

The ultimate goal of the Telekom 2000 Project was to improve the 

underdeveloped economy of East Germany through the development of 

telecommunication infrastructure. This project was developed by Deutsche 

Telekom of West Germany, 86  which was merged with the East German 

telecommunication company, Deutsche Post Telekom (DPT). Deutsche Telekom 

was the only company to prepare the telecommunication infrastructure for 

German unification. The Telekom 2000 project was implemented in two steps. In 

the first stage, which extended from 1990 to 1997, the basic infrastructure in East 

Germany was established. In December 1997, Deutsche Telekom officially 

                                                 
86 Deutsche Telekom was privatized in 1998 and now is one of the largest telecommunications 

companies in the world. 
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completed its telecommunication development program for East Germany. By 

January 1998, the German telecommunications market was almost fully privatized. 

Vogelsang (2002) argues that in the long run, although privatization and 

liberalization will be implemented, some kinds of telecommunications-specific 

regulation will continue. (p. 1) 

 

Table 7-6. Overview of the Telekom 2000 Project 

Main focus

• Expand and modernize telecommunications infrastructure
  in East Germany

• Ultimately overcome underdeveloped economy of East Germany

• Make level of East German telecommunication equal to the West

• 1990 - 2000

• DM 60 billion ($ 35 billion) (up to 1997)

  the government imposed DM 3 billion ($ 1.8 billion) on the
  Deutsche Telekom
• Deutsche Telekom (West) merged with Deutsche Post Telekom (East)

1st Stage
(1990-1997)

2nd Stage • Expand and complete telecommunication infrastructure

(1997-2000) - quantitative and qualitative development

• 7.2 million telephone lines

• 300,000 mobile telephone connections

• 68,000 public telephone connections

• Outsourcing from private companies

• Use of Deutsche Post Telekom’s employees (East Germany)

• Turnkey Project or Internal Turnkey
  (Use unemployed East German labor )

• Free economic transactions and deregulation (West Germany)

• Immediate adaptation and purpose-oriented attitude (East Germany)

Long-term goal

Short-term goal

Time period

Investments

Policy driver

Implemen-
tation

• Establish basic telecommunication infrastructure

Made by the author based on J. Y. Lee (1995)

Telecommunication
infrastructure

Human resources

Win-win Strategy
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In the second stage of the Postreform, which extended from 1997 to 2000, 

the basic infrastructure was expanded, and the establishment of 

telecommunication infrastructure in East Germany was completed. The 

construction of telecommunication infrastructure in East Germany required a 

substantial amount of money, but both East and West Germany lacked the 

necessary financial resources. The government imposed a share of the 

telecommunication infrastructure expense, around DM 3 billion ($ 1.8 billion), on 

Deutsche Telekom. Deutsche Telekom has invested a total of DM 50 billion ($ 29 

billion) in eastern Germany between 1990 and the end of 1997 in the course of its 

program “Telekom 2000.”  

The East German people’s demand for telecommunication services 

developed rapidly and approached that in West Germany. Even though before 

unification the East German government had controlled the public telephone 

service and most people did not have private telephones, many people regularly 

used public phones at their offices for socializing. The high demand for 

telecommunication service from East Germans helped to contribute to the success 

of the “Telekom 2000” project in East Germany. Schnöring & Szafran (1994), 

however, argue that “the BMPT was able to save Deutsche Telekom and its 

customers from a greater financial burden that had originally been planned. In 

reality, however, this special contribution imposed an additional financial burden 
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on Deutsche Telekom and made telecommunication services in Germany more 

expensive” (p. 456). 

As a result of absorption of West Germany, which made East Germany an 

integral part of the Federal Republic of Germany, the West German 

telecommunications system was mostly transplanted into East Germany when the 

telecommunication companies of the two countries were merged. West German 

companies had much experience in investing in large projects and thrived in 

market-oriented environments. With liberalization, applying the West German 

management style to East German companies allowed them to survive in a 

competitive market. By 1993, Deutsche Telekom had already succeeded in 

integrating the previously separate networks of East and West Germany to form a 

single, unified telephone network. On December 10, 1997, Deutsche Telekom 

officially completed its telecommunication development program for eastern 

Germany. 

During the period from 1990 through 1997, the number of analog 

telephone lines had increased more than fourfold, from 1.8 million to 7.6 million. 

Over 1.1 million ISDN channels had also been installed. Whereas nine out of ten 

people in East Germany had no telephone before 1990, almost one in every two 

now has a telephone line. Deutsche Telekom customers in East Germany now 

have access to a state-of-the art telecommunications infrastructure and 

telecommunications services. The local and long-distance networks are fully 
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digitized. In the long-distance sector alone, a total of 140,000 kilometers of fiber 

optic cables have been laid, with a further ten million kilometers of copper cable 

in the local networks. Now the telecommunication infrastructure of the unified 

Germany is among the most highly developed in the world. (National 

Computerization Agency, 1997, p. 19) 

 Developing telecommunication infrastructure in East Germany required 

huge human resources. Thus, some outsourced required human resources from 

private companies while some used the Deutsche Post Telekom employees of 

East Germany. In addition, West Germany used unemployed East German labor 

for turnkey projects. Finally, Telekom 2000 project brought about mutual benefits 

for both Germanys by taking advantage of each country’s strength: East Germany 

could use West Germany’s capital and technology while West Germany could use 

the cheap labor force and purpose-oriented attitude of East Germany. 

As shown in Table 7-7, Germany established telecommunications 

networks for voice, text, and data in the entire country and had 38 million 

subscribers in 1997. Germany continues to establish the ISDN (Integrated 

Services Digital Network), and, as of 1995, there were 850,000 subscribers for the 

ISDN-basic connection lines and 35,000 subscribers for the ISDN-first 

dimension-multiplication lines. Mobile phone lines were established, and 3.7 

million users subscribed to these services. In 1995 alone, Deutsche Telekom AG 

constructed 100,000 km fiber optic cables throughout Germany. (NCA, pp. 19-21) 
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Table 7-7. German telecommunication infrastructure 

Use Networks / Equipment Numbers of equipment /
lines Operator

Telephone 38 million lines Deutsche Telekom

Mobile phone 3.7 million D1/D2/E+/C -
Network

Personal computer 15 million PCs Private
2.74 million ISDN-B
channels
35,000 ISDN-1

Fiber-optic cable 100,000 km
Deutsche Telekom,
RWE, Bahn AG,
Preussen Elektra

From The road toward German information society,
ed. by the National Computerization Agency, 1997, p. 20 (Source: DLR 1995, VDMA/ZVEI).

Note . The total number of German households is 35 million.

Voice
transfer

Digital
transfer

ISDN Deutsche Telekom

 

Under the new structure, the Telekom branch of Deutsche Bundespost 

(DBT) was granted a network monopoly. All other sectors of the 

telecommunications market, including mobile and satellite communications which 

both legally belong to the monopoly, were liberalized. Gradually, licenses were 

sold to private enterprises in these smaller and limited areas of the monopoly. 

According to Kubicek, Schmid, and Beckert,  

[L]icenses are required only for providing transmission facilities 

for telecommunication services to be used by the public. To 

provide any kind of telecommunication service using networks of 

other providers, there is no license required, but new carriers have 

to register at the Federal Regulation Office. Licenses will be 
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granted by auction. In general, there is no restriction on the number 

of licenses unless there is a shortage of frequencies in the available 

spectrum. (1997, p. 35) 

As the new telecommunication structure was being implemented, the unification 

of Germany began, delaying the original objectives of the postal reform. At the 

beginning of 1990, Deutsche Telekom had only just started changing from being a 

public governmental entity to being an entrepreneurial-based organization. 

Telekom’s actions during and immediately following unification were still largely 

focused on the procedures of West Germany, and there has been no real 

discussion between East and West Germany.  

Even though the conditions were very different in the former GDR due to 

the poor state of telecommunications development, West German’s political and 

organizational structure in the telecommunications sector was established in the 

new federal states of the East after unification. Until 1997, exceptions to the voice 

telephone service monopoly were limited and have not had any major influence 

on accelerating the expansion of telecommunication services offered. Even with 

the rapid improvements in the possibilities for East-West communication, 

considerations of cost and quality control have created a major obstacle to a larger 

range of services offered by private investors.  

Since 1990 the telecommunication infrastructure in Eastern Germany has 

been so much improved that in some fields (e.g., digitization of telephone lines, 
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fiber optic cables, and wireless telephone lines) much of the technological 

equipment is even more advanced than in West Germany. In particular, in East 

Germany many enterprises were setting up ISDN channels, in some cases to 

overcome shortages in the analog telephone network. (Floeting, 1995) Although 

unified Germany remained behind other European countries (such as Switzerland, 

the U.K., and the Scandinavia) in the field of mobile communication, the number 

of German mobile phones increased from 700,000 in 1992 to about 2.25 million 

by the end of 1994, two thirds of them on digital networks. (Floeting, 1995) 

East Germany still lacks telephone lines and services, but the gap between 

West and East Germany is continually decreasing: the number of telephone lines 

in East Germany per 100 inhabitants increased from 10.1 in 1990 to 30.5 in 1994. 

Despite this increase, this number was much lower than in the West Germany, 

where more than 50 percent of the inhabitants had a telephone line (DBP Telekom 

1994). Thus, the German government has initiated universal service as a part of 

Postreform 2. 

 

Universal service in Germany 

 In Postreform 1 in 1989, no competition in the telephone network was 

allowed; rather, responsibility for the infrastructure remained with the state. 

Postreform 1 implicitly stated that universal service policy was based on a 

network monopoly providing for financing and cross subsidization. “A 

280 



differentiation was introduced between monopoly services (telephone service), 

mandatory services (those that Deutsche Telekom had to offer on a universal 

basis) and free services (that Deutsche Telekom had freedom to discontinue)” 

(Vogelsang, p. 5). In 1996, as a part of the second posts and telecommunications 

reform, the German Telecommunications Law (Telekommunikationsgesetz: 

TKG) was enacted, and universal service was first stipulated. The TKG 

(Telecommunications Act of German) defines universal services as: 

[A] minimum set of telecommunications services for the public in 

respect of which a particular quality has been defined and to which 

every user shall have access, irrespective of place of residence or 

place of work, at an affordable price. Designated as universal 

services shall be telecommunications services which can be 

assigned to the sectors of voice telephony and the operation of 

transmission lines according to §6 (1)87 of this Act and whose 

provision for the public as basic services has become indispensable. 

Also designated as universal services may be those 

telecommunications services which are directly connected with 

telecommunications services according to sentence 2 above and 

                                                 
87 (1) Whosoever: 1. operates transmission lines going beyond the limits of a property and used to 

provide telecommunications services for the public 2. offers voice telephony on the basis of self-

operated telecommunications networks shall require a license.  
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whose provision for the public as basic services has become 

indispensable. (TKG, Chapter 2, section 17-1) 

This definition is very similar to that of the U.S. and South Korea: it stipulates 

that every user can access telecommunication service at any place at an affordable 

price. The federal government of Germany issued the Telecommunications 

Universal Service Ordinance (TUDLV: Telekommunikation-

Universaldienstleistungsverordnung)88 under Section 17 (2) of the TKG in 1996. 

It describes specifically the scope of universal services: 

1. voice telephony provided on the basis of a digital switched 

network and subscriber lines having a bandwidth of 3.1kHz, 

specifically with, as far as technically feasible, the following 

ISDN supplementary services: 

• call waiting 

• call forwarding 

• itemized call statement 

• advice of charge 

• call hold / broker’s call 

2. the following license-exempt telecommunications services 

that are directly related to voice telephony: 

                                                 
88 Sections 1-3 and 2-3 of this law entered into force on 31 January 1997 and other provisions on 1 

January 1998. 
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• the provision of information at any time on the numbers 

and area codes of subscribers in the licensed area and of 

subscribers to telephone services in other countries, 

provided the subscriber data are available and the 

subscribers have not withheld their consent, wholly or in 

part, to entry 

• the publication of directories, annually as a rule, provided 

the subscriber data are available and the subscribers have 

not withheld their consent, wholly or in part, to entry 

• the nationwide provision of public telephones in places that 

are accessible to the general public at all times, in 

accordance with all reasonable demand; public telephones 

shall be kept in working order 

3. the provision of transmission lines in accordance with Annex 

II of Council Directive 92/44/EEC of 5 June 1992 on the 

application of open network provision to leased lines (Official 

Journal of the European Communities No L 165 1992 p 27) 

(TUDLV, Section 1: 1-3). 

The price of universal service should not exceed the real price 

payable for telephony services such as required on average by a 

private household situated outside a town or city with a population of 
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more than 100,000, such service meeting the quality of service targets, 

including provisioning times, achieved by such date (TUDLV, 

Section 2-1).  

Universal service regulations stipulated in the new law can be summarized: 

• scope of universal services includes “Voice call services + operation of 

telecommunication facilities + a few auxiliary functions” 

• responsibility for securing universal services is charged to “predominant 

carriers” 

• expenditures necessary for securing universal services are supplied by 

imposing a universal service expense burden on licensed carriers who 

have a sales share of 4 % or higher in the market. (Shitsuzumi, 1997) 

In short, universal service in German is characterized by minimum services which 

are similar to bare essentials of other countries. Universal service in Germany is 

limited to “voice call services.” Germany wants its telecommunication services 

squarely in market competition. However, although East Germany’s 

telecommunication infrastructure is at almost the same level as West Germany’s, 

East Germany still has not fully developed its market, nor does it have full 

confidence in market principles. Thus, although universal service is supported by 

the constitution, implementation of universal service in East Germany still 

necessitates some regulation by the government rather than depending solely on 

market principles.  
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 It is unclear what specific provisions for development of universal 

service, if any, exist between East Germany and West Germany. It implies that 

German unification is not based on equal integration but rather West Germany’s 

absorption of East Germany. The German unification by absorption has created 

serious obstacles to social unification between East and West Germans; however, 

universal service will contribute to social integration by ensuring equal access to 

information resources throughout unified Germany. Many debates remain about 

how universal service is to be implemented according to market principles. 

Nonetheless, the German unification provides good lessons for Korea that could 

be applied to the development of universal service to promote social reunification 

between North and South Korea. 

 

5. Implications of the German Reunification 

Although German unification has brought unity and national pride to the 

German people, the new Germany, the Federal Republic of Germany (FDR), has 

also been faced with problems, and even now faces obstacles that were initially 

unanticipated. Before the unification, the West German government developed 

Telekom 2000, whose ultimate goal was to improve the underdeveloped economy 

of East Germany, by developing the telecommunication infrastructure. However, 

after reunification, the West German government found that the situation of the 

East German infrastructure was much worse than anticipated, and to develop it 
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would impose a heavy economic burden on West Germany. The privatization and 

liberalization of the telecommunication market through both Postreform 1 (1990-

1997) and Postreform 2 (1997- 2000) has influenced the development of 

telecommunication infrastructure in East Germany both positively and negatively. 

On one hand it delayed the development of the telecommunication infrastructure 

of East Germany by moving the enormous economic burden of infrastructure 

development to the newly privatized entity, Deutsche Telekom. On the other hand 

this privatization of the telecommunication market made it possible for the West 

German government to reduce the huge state deficit caused by reunification.  

Unfortunately, economic concerns about reunification seriously extended 

the tax burden of the West German people. Also, because the conditions in the 

former East Germany were so poor, allowing the free movement between East 

and West has caused mass migration into the former West Germany, leading to 

market shortages and higher unemployment there. Before the East and West 

unified, many forecast a “second Wirtschaftswunder” (Economic Miracle) in the 

former East Germany. It was widely thought that the combination of the 

underdevelopment of industry in East Germany with the wealth of West Germany 

would cause an industrial explosion in East Germany. However, instead of a 

Wirtschaftswunder, at the early stage of the unification, the former East Germany 

acted only as a drain on the West Germany’s economy. Although now the 

situation is getting better, it will take substantial amount of time for the two 
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Germanys to recover the wealth and stability West Germany had prior to 

unification.  

As evidenced in the case of Germany, the future of unification is not 

always optimistic. However, despite some negative outcomes from reunification, 

the country was able to achieve relatively rapid growth in telecommunication 

infrastructure. The West German government’s strong promotion of Telekom 

2000 combined with the strong demand from the East German people for services 

have made that growth possible. In addition, due to the almost non-existence of a 

high-tech infrastructure in East Germany, the task of modernization was relatively 

easy. Because East Germany’s telecommunication infrastructure was so 

underdeveloped, there was no reason to consider how to update or standardize the 

existing infrastructure; it had to be mostly newly established. West Germany was 

able to leverage its experience in developing its own telecommunication 

infrastructure when developing the telecommunication infrastructure of East 

Germany.  

As shown in Table 7-8, Germany and South Korea have many 

commonalities in their provision of universal service.  
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Table 7-8. Comparison of Universal Service between unified Germany and South 

Korea 

Elements  FDR (Unified Germany) South Korea

Definition

• Minimum telecommunications service
- irrespective of place of residence or 
   place of work
- at an affordable price

• Basic telecommunications services
- anytime and anywhere
- at reasonable fees

Services 
coverage

• Voice call services
- call waiting
- call forwarding
- itemized call statement
- advice of charge
- call hold / broker’s call

• Wired telephone services
- local phone service
- phone service for isolated areas
- emergency telephone service
- reduced or exempted service fee for 
  the disabled or the low income 

Policy 
initiative

• Telekom 2000
NA

Legal 
foundation

• Telekommunikationsgesetz 
  (TKG, 1996)

• Telecommunications Business Act 
  (TBA, 1998)

Stakeholders
• Deutsche Telekom
  (Predominant carrier)

• Korea Telekom
  (Predominant carrier)

 

Both define universal service as minimum or basic services for communication. 

The scope of universal service is generally limited to telephone services. 

Furthermore, both are not concerned about enhancing human infrastructure by 

education and training. Both countries stipulate universal service provisions in the 

law. In addition, both use predominant carriers as the major universal service 

provider, and both of these companies were relatively recently privatized.  

However, Germany had in place a universal service policy. While the 

West German government planned the Telekom 2000 before unification to 

develop the telecommunication infrastructure of East Germany, North and South 

Korea do not yet have a specific plan for developing telecommunication 
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infrastructure for Korean reunification. Although Germany prepared for the 

unification through Telekom 2000, they have experienced many difficulties in the 

process of and after unification. North and South Korea will likely face serious 

difficulties unless a specific plan for unification is prepared to develop the 

telecommunication infrastructure in North Korea.     

Although West Germany prepared for unification of the 

telecommunication infrastructure, the absorption-type unification by West 

Germany has posed many obstacles for social unification between the East and 

West German peoples. Although East Germany has grown economically since 

unification, many East German people feel some psychological isolation from the 

West German people. It has been difficult to achieve social integration between 

the two German peoples.  

There is consensus among South Koreans that the way of German 

reunification is not the best model for Korean reunification.89 However, there is a 

great possibility that North Korean telecommunication infrastructure will follow 

or become an integral part of the South Korean telecommunication infrastructure 

due to the enormous gap in infrastructure between North and South Korea. To 

overcome the obstacles from unification and to ensure social integration between 

North and South Korean people, bridging the social gap between North and South 

                                                 
89 Most of South Koreans recognize that the unilateral absorption by West Germany of East 

Germany might have caused major social conflicts between the East and West German people.  
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through universal service policy is very important. In order not to suffer the 

negative social side-effects of the German experience, a universal service policy 

for Korean reunification should be based on a consensus from both Korean 

peoples and will require very detailed and specific plans to overcome the 

obstacles such as those seen in the unified Germany.   

  

This chapter analyzed North and South Korean telecommunication 

policies and telecommunication infrastructures with respect to their historical and 

future development. It also examined the experience of telecommunication 

cooperation between East and West Germany. By examining telecommunication 

in North and South Korea and by exploring German unification, this chapter has 

suggested possibilities for cooperation between North and South Korea. Although 

Germany and Korea have differences in political, economic, and social conditions, 

the German model is relatively applicable to the Korean situation. German 

telecommunication unification suggests some lessons for Korean reunification. As 

shown in German unification, the two Koreas need to establish a specific plan 

before unification. South Korea needs to know that the establishment of a 

telecommunication infrastructure in North Korea will not necessarily entail an 

enormous economic burden for South Korea. Finally, both Koreas should 

consider that unification between the two should be based on social integration as 

well as political and economic integration. Social integration of different systems 
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will take substantial amount of time and effort, and a specific plan for social 

integration should be prepared before the unification process starts.  

Although both Koreas have used the authority of strong central 

governments to develop telecommunication policy and infrastructure, South 

Korea has emphasized popular consensus by several government agencies while 

North Korea has focused on policy creation by one strong government agency. 

However, both top-down approach has worked well in making and implementing 

telecommunication policy and a bottom-up approach including civic participation 

will be needed for unification to succeed. Social capital theory helped us 

understand that a top-down approach by a strong government rarely succeeds in 

accomplishing social integration. As shown in the example of German unification, 

without a wide range of civic involvement, the two Koreas may face difficulties 

after or even in the process of unification. Social capital theory contributes to an 

understanding of the importance of civic involvement in the social integration of 

two peoples. 

The next chapter will suggest policy recommendations in order to address 

the Research Questions outlined in Chapter 3. Policy recommendations will be 

presented in five areas: 1) redefining the scope of universal service, 2) developing 

a unified telecommunication infrastructure, 3) developing policy instruments, 4) 

restructuring governments, and 5) creating a participatory universal service model 

for Korean reunification. 
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CHAPTER 8  

POLICY RECOMMENDATIONS 

 

The previous chapter compared and analyzed the similarities and 

differences between North and South Korea in telecommunication policy and 

telecommunication infrastructure. In addition, it examined the experience of 

telecommunication cooperation between East and West Germany. Based on the 

analysis presented in the previous chapters, this chapter presents policy 

recommendations in order to answer the following research questions:  

(1) What is universal service? How do we conceptualize the scope and 

definition of universal service? 

(2) What are the major characteristics of South Korea’s universal service? 

What are the major policy issues related to universal service in South 

Korea? 

(3) What are the major characteristics of North Korea’s 

telecommunication infrastructure?  

(4) How may the universal service model of South Korea be used to 

support the two Koreas’ eventual reunification?  

This study proposes policy recommendations in five areas: 1) redefining the scope 

of universal service, 2) developing a unified telecommunication infrastructure, 3) 

developing policy instruments, 4) restructuring government organizations, and 5) 

292 



creating a participatory universal service model for Korean reunification. 

Although South Korea is in a more favorable condition in many aspects 

than is North Korea, South Korea, too, has faced some obstacles in developing 

universal service for Korean reunification. On the one hand, despite the high level 

of informatization, the privatization and deregulation in telecommunication 

market in South Korea have caused funding problems. Lack of consensus caused 

by a top-down approach to building social capital has impeded the development 

of fully-realized universal service. In addition, conflicting interests between the 

government and private sector are one of the major obstacles in providing 

universal service. Finally, authority relations between competing government 

agencies have made it difficult to compete with other nations in the competitive 

telecommunication market. 

On the other hand, despite the strong desire for unification from both 

governments, as mentioned before, the unpredictable relationship between North 

and South Korea has made it difficult to maintain consistent policy. A lack of 

consensus caused by the top-down approach of both governments has impeded 

wide civic involvement in the unification policy making process. In addition, the 

possibility of arbitrary use of IFC fund is one of the most debated concerns of 

unification policy. Finally, the fact that the Ministry of Unification has no strong 

authority has made it difficult to coordinate with other ministries and to 

implement a consistent and uniform policy on national level. 
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This chapter suggests policy recommendations for universal service for 

North and South Korea based on the study offered in the previous chapters. 

Although there is no consensus that providing access to telecommunication 

infrastructure will bridge the information gap between the haves and have-nots, 

many studies have identified equal access to information and telecommunication 

services as a solution. The present study also assumes that, given the current rapid 

technological development, universal service is the most feasible approach to 

address the information gap by expanding access to telecommunications services. 

The basic assumption of the present recommendations is that the development of 

North Korea’s telecommunication infrastructure and the development of universal 

service are essential to bridging the information gap between North and South and 

thereby helping to achieve Korean reunification. Both social capital theory and 

diffusion of innovations help suggest policy recommendations for universal 

service and Korean unification. 

 

1. Redefining Universal Service 

Despite some arguments against the pursuit of universal service, most of 

the literature in the field presents a general consensus that universal service is 

necessary. No consensus has been reached, however, on the scope of the 

provision of universal service. Rapid technological development has made 

information access crucial in this information-driven society; thus we need to 
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expand the scope of universal service beyond the traditional “bare essentials.” 

This study tries to redefine universal service by differentiating many elements of 

current universal service from the present study. Table 8-1 presents the 

differences between the elements of the current approach to universal service and 

a new approach to universal service developed from the findings of this study. 

 

Table 8-1. Redefining universal service 

Elements Current Universal Service Redefining Universal Service

Concept • Social equity • Social equity and efficiency

Goal
• Equal opportunity to access 
  telecommunication infrastructure

• Social equity by information 
equity

• Social equity • Social capital theory

• Participatory Democracy • Diffusion of innovations

Service 
coverage

• Bare essentials
• Consumption norm

• Universal access to and use of
  information resources

• Technological development 
• Political, economic, and 
  social conditions

Connection
• Physical telecommunication 
  infrastructure

• Physical telecommunication 
  infrastructure 
• Human infrastructure

Implementation
• Government • Government 

• Private sector organizations
• Direct subsidies to end users • Direct subsidies 

• Indirect subsidies
• Indirect subsidies to universal 
  service providers

• Policy approach, e.g., auction
Funding 
mechanisms

Conceptual 
framework

Influenced by
• Technological development

 

While the basic idea of current universal service is to ensure equity 

through service, the present study recommends that we focus on efficiency as well 
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as equity. An emphasis on equity has created many debates about why universal 

service is necessary. Pursuing both equity and efficiency through universal 

service may better explain the necessity of universal service than pursuing equity 

alone. Furthermore, while the current goal of universal service is to provide equal 

opportunity to access telecommunication infrastructure, the present study seeks to 

achieve social equity by ensuring information equity through the use of social 

capital and the diffusion of innovations.  

While the traditional perspective defines the scope of universal service as 

bare essentials or consumption norms, the present study suggests that we should 

expand the scope of universal service into universal access to and use of 

information resources. The bare essentials are basic universal services without 

which people cannot function effectively in an information-driven society. 

Although the bare essentials are understood differently from society to society, 

most countries consider telephone services as basic universal services. The bare 

essentials for universal service should be expanded and reconsidered in the 

context of political, economic, and social systems. While the conceptual 

framework for current universal service is to ensure social equity by giving more 

opportunities to participate in the policymaking process and social life, the present 

study uses both social capital and diffusion of innovations as conceptual 

frameworks to understand universal service. 
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While the traditional perspective focuses mostly on technological 

development of universal service, this study focuses on political, economic, and 

social as well as technological concerns. The greatest difficulty in redefining 

universal service is that well-developed telecommunication networks do not 

necessarily ensure the success of universal service. Until now, the development of 

universal service has been focused on the development of physical 

telecommunication infrastructure. The present study recommends we focus on 

human infrastructure as well as physical telecommunications infrastructure. As 

defined in an earlier chapter, human infrastructure is understood as human 

resources possessing intellectual assets that include knowledge, skill, and 

experience. Education and training are necessary to develop human infrastructure. 

Even if a well-developed universal service provides more access to 

telecommunication infrastructure, if people do not know how to access the 

infrastructure or how to use information resources there, universal service may 

fail. Universal service should be pursued not only in terms of physical 

telecommunication infrastructures but also in terms of human infrastructures that 

will ensure universal access through education and training. The most critical 

factor in providing universal service is people with advanced knowledge, skills, 

and experience, who can integrate technology or information resources into users’ 

lives. Universal service will not succeed without a well-developed human 

infrastructure that ensures access to information resources.  
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Another difference between the existing approach and the present study is 

service drivers who implement universal service. While currently most universal 

service is driven and implemented by government, future universal service should 

be implemented by both government and private sector organizations. Due to the 

current privatization of telecommunication, governments have lost their control 

over telecommunication. In particular, governments cannot easily control 

universal service providers. Therefore, in developing universal service, 

governments must cooperate with the private sector.   

Finally, one of the most crucial elements in developing universal service 

for Korean reunification is funding mechanisms. The success of universal service 

largely depends on how various financial resources are used in developing 

telecommunication infrastructure. In the era of a monopoly telecommunications 

market, the monopoly firm was obliged to provide universal service, and cross-

subsidies90 were the primary approach to funding universal service. (Li & Wang, 

2003, p. 2) The privatization of KT, followed by deregulation and liberalization in 

the telecommunication market of South Korea, has created an enormous challenge 

in providing universal service: how to fund it. Despite some counterexamples, in 

general, deregulation and competition have failed to create incentives for the 

provision of universal service. Funding for universal service, thus, is crucial to the 

                                                 
90 Cross-subsidies imply that some users are charged prices above cost to subsidize other users 

who are charged below cost. (Li & Wang, p. 10) 
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future of universal service policy. Clark and Wallsten (2000) claim that funding 

mechanisms should strive to be non-distortionary, inexpensive, and competitively 

neutral; that is, they should not distort consumption and investment decisions, 

should keep the cost of raising the funds low, and should not benefit one firm at 

the expense of others.  

While the current approach depends on direct subsidies to end users and 

indirect subsidies to universal service providers, this study suggests auctions of 

various elements of universal service to allocate various elements of universal 

service as well as direct and indirect subsidies. As mentioned in Chapter 4, when 

we look at direct financing methods, taxing system requires an efficient tax 

system and may bring higher costs, while a universal service fund (USF) will 

lower costs and reduce cream skimming91 because it is a more transparent system. 

With a USF, however, it is difficult to determine the shares of the fund. On the 

other hand, auction of resources as an indirect financing method, does not support 

universal service directly, and the universal service obligation is allocated to 

operators who may not have an interest in its success. Although the South Korean 

government has presented various plans to subsidize universal service, the 

problem of funding universal service is still being debated without any specific 

solution being agreed upon. An alternative is required to complement the existing 

                                                 
91 Private companies want to invest and enter only profitable markets. 
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approaches. Some countries have adopted auctions of various elements of 

universal service as an alternative to other funding mechanisms. 

In short, when we define universal service in the specific context of the 

relationship between North and South Korea and of Korean reunification, a 

universal service policy, which requires a substantial network infrastructure, must 

be considered as part of a long-term plan with a clear vision for Korean 

reunification. To envision a well-developed universal service for Korean 

reunification, the two Koreas must look beyond physical infrastructure and 

consider whether people can access and use information to the extent they desire. 

Such an expanded approach to universal service will allow people throughout the 

reunified Korea to participate effectively in public life by ensuring more equal 

access to information resources. However, due to the different political, economic, 

and social systems, the two Koreas need to set both common and different goals 

for the scope of universal service.  

Table 8-2 illustrates that the ultimate goal of universal service for Korean 

reunification is to achieve social equity through information equity. However, due 

to the differences between their telecommunication infrastructures, the two 

Koreas need to take separate approaches in implementing universal service. 

Before unification, while North Korea needs to establish universal telephone 

service, South Korea needs to expand its universal service into broadband Internet 

service using its advanced telecommunications infrastructure. 
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Table 8-2. Common Goals and Different Approaches for Korean Reunification 

North Korea South Korea

Before
unification • Universal telephone service • Broadband Internet service

• Broadband Internet service

• Human infrastructure

Common goals • Social equity through information equity

Different
approaches

During
unification

• Human infrastructure
• Support developing North Korean
  human infrastructure

After
unification

• Complete telecommunication infrastructure for advanced
  universal service
• Coordinate the human infrastructure of North Korea with
  the South Korean human infrastructure  

The high penetration rate of the Internet in South Korea makes it feasible to 

provide Internet access for low-income groups or in high-cost areas. Thus, more 

advanced and value-added services such as mobile phone access to governmental 

information services should be included in the scope of universal service within 

the next few years.  

Moreover, universal service in South Korea aims to ensure equal access 

for the socially and politically marginalized. South Korea should focus on 

expanding universal service from telephone service to broadband Internet access 

and beyond it based on its existing advanced networks. However, North Korea’s 

underdeveloped telecommunication infrastructure will not allow it to offer 

advanced universal services such as Internet access quickly. North Korea lacks 

even basic telephone connections throughout the country. Before unification, the 
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goal and scope of universal service in North Korea should be focused on basic 

access to the network such as telephone service to the whole nation.  

In the process of unification, North Korea needs to expand the scope of 

universal service to broadband Internet services and to develop its human 

infrastructure in order to ensure access to information resources. On the other 

hand, South Korea needs to develop human infrastructure and to prepare a unified 

universal service for unification by supporting North Korea with the South’s 

advanced technology and human resources. Finally, after unification, both Koreas 

should complete a unified telecommunication infrastructure to provide advanced 

universal service and coordinate the human infrastructure of North Korea with the 

South Korean human infrastructure. The advanced human infrastructure of South 

Korea may help accelerate the provision of universal service by rapidly creating a 

well-developed human infrastructure in North Korea. Although the market of 

North Korea is economically not profitable, South Korea should consider the 

development of a telecommunication infrastructure in North Korea to be an 

important part of the unification process. Even though South Korea cannot benefit 

from the North Korean market in the short term, the South should willingly invest 

its financial resources in the North Korean infrastructure because it values not 

only the economic but also the political and social benefits of unification.  
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2. Developing a Unified Telecommunication Infrastructure 

In order to develop universal service for Korean reunification, the 

telecommunication infrastructure of both Koreas need to be equally and 

harmoniously developed. As we have seen in our examination of the German 

unification in which Telekom 2000 was planned and executed by Deutsche 

Telekom of West Germany, there is a great possibility that the robust universal 

service model of South Korea will eventually be applied to North Korea during 

the process of reunification. However, applying the South Korean model to North 

Korea, we must consider the political, economic, and social differences between 

the two Koreas. A simple application of the South Korean model to the North 

may cause serious problems. Therefore, considering the political, economic, and 

social conditions of each country, both Koreas need to develop 

telecommunication infrastructure step by step. This approach will help gradual 

transition to a new system in transplanting the advanced system of South Korea 

into the underdeveloped system of North Korea successfully. 

Table 8-3 shows how both Koreas should develop a unified 

telecommunication infrastructure in order to provide universal service for Korean 

reunification. 
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Table 8-3. Telecommunication infrastructure for universal service in a unified 

Korea

A Unified Telecommunication Infrastructure
• Equally develop both Koreas' telecommunication infrastructure

• Apply South Korean telecommunication infrastructure to North Korea

• Combine separate networks of North Korea with the integrated
  South Korean networks
• Support the development of North Korean human infrastructure
   through education and training
• Overlay networks to existing fixed telephone lines with digital networks
• Use the existing intranets of North Korea to connect to the Internet

• Establish fiber-optic cables

2nd stage
• Develop local networks of major cities such as Rajin-Sunbong
  and Gaeseong Industrial Complex

• Develop wireless (mobile phone) networks in North Korea
• Use Code Division Multiple Access (CDMA) for interchangeable networks
  between North and South
• Use the existing intranets of North Korea to connect to the Internet

General
direction

1st stage

3rd stage

 

Both Koreas should try to develop telecommunication infrastructure equally. 

They may need to apply South Korean’s model of telecommunication 

infrastructure to North Korea. In particular, in developing telecommunications 

networks for a unified Korea, both governments need a combined approach: a 

separate approach and an integrated approach. North Korea has developed 

industrial networks that are separate from governmental networks because the 

country wants to develop its telecommunication industry but does not want to 

open its government networks to its citizens. Such a separation of networks is 

possible only for a limited period, however, and not in the long term. Therefore, 

as exemplified by the case of Germany, an integrated approach to both North and 
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South as well as within the North will be beneficial for both countries.  

Finally, both Koreas need to accelerate the development of North Korea’s 

human infrastructure by using South Korean human resources because the 

development of human infrastructure requires a substantial amount of time and 

money. In the private sector, some South Korean companies have provided 

technology education programs for North Koreans, but this is not sufficient to 

develop the entire human infrastructure of North Korea, and the South Korean 

government needs to help that development by using its advanced human 

resources. Due to the underdeveloped infrastructure in North Korea, most North 

Koreans have less opportunity to use telecommunication services than do South 

Koreans. The South Korean government has encouraged people to learn how to 

access networks and to use information by proving education and training. The 

national informatization policy in South Korea has attempted to provide not only 

physical connections but also access to information resources through 

informatization education. South Korea’s well-developed human resources can 

help to develop North Korea’s human infrastructure through training and 

education, which will encourage wide civic participation and the development of 

the social capital of each country.  

In order to achieve these goals, both Koreas require political decisions and 

support from the international community. North Korea is still reluctant to open 

its telecommunication market to the outside world. The question for North Korea, 
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however, is not whether it will develop its telecommunication infrastructure, but 

rather, how fast. In order to maintain world peace, South Korea needs to 

encourage North Korea to participate in the international community, rather than 

be isolated from the rest of the world. South Korea and other members of the 

international community need to support North Korea by eliminating various 

obstacles such as the Wassenaar Agreement and the U.S. government’s economic 

embargo on developing telecommunication infrastructure in North Korea. 

Considering the current high level of tension between North Korea and the U.S., 

the political stability of North Korea may be essential to ensuring world peace.  

In order to build a unified telecommunication infrastructure for ensuring 

universal service, in the first stage, both Koreas need to overlay digital networks 

onto the existing networks of North Korea, which will allow both Koreas to 

reduce the time and money involved by using the existing networks. Both Koreas 

need to use the existing intranets that North Korea has developed for internal 

communication. North Korea needs to change their existing analog systems to 

digital by using fiber optic cables for their networks. 

In the second stage, both Koreas should cooperate in developing and 

expanding the local networks into more major cities in the North. North Korea’s 

existing “star structure,” centralized in Pyongyang, has led to inefficiency in 

communication by overloading Pyongyang. A balanced development of 

Pyongyang and other major cities will contribute to more equal economic 
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development and equal access in North Korea. In terms of Internet connections, 

while South Korea has reached the saturation point, North Korea has none, using 

instead intranets for e-mail. Therefore, this study suggests that both Koreas need 

to use North Korea’s existing intranets to connect to the Internet. North Korea is 

preparing to establish Internet connections, and such connections will require a 

major political decision by the North Korean government. 

Finally, both Koreas should cooperate to develop wireless networks in 

North Korea. The development of mobile phone service in North Korea will 

supplement the lack of wired networks and lessen the bottleneck of 

telecommunication demand in the North in a short time period. The North may 

not need a gradual transition from fixed line to wireless telephone service; instead 

of replacing its existing infrastructure, an entirely new system may be more 

efficient because of the North’s underdeveloped telecommunication infrastructure. 

Li and Wang (2003) claim that “in some underdeveloped areas in China using 

wireless technology (such as PHS, ETS, and DSC-128-512) will be more efficient 

than using fixed lines, as has been shown in the success of the Beihai district of 

China’s Guangxi Province” (p. 15). In addition, for mobile phone service, North 

Korea needs to consider CDMA (Code Division Multiple Access) rather than 

GSM (Global System for Mobile Communication). While North Korea has 

developed GSM mobile phone service in some areas, South Korea has developed 

and disseminated the CDMA throughout the country. Both Koreas must unify 
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their access systems, and the CDMA may be the answer to developing broadband 

service effectively without spending money on replacing the dominant CDMA 

system. Thus, as shown in Germany’s success, the establishment of a unified 

telecommunication networks in two Koreas may not necessarily entail an 

enormous burden for South Korea. The underdeveloped telecommunication 

network of North Korea may not need to be replaced of a new infrastructure and 

can be established instead. 

  

3. Developing Policy Instruments: Ensuring Universal Service 
through Legislation and Other Policy Documents 

This section suggests how to develop policy instruments for Korean 

reunification based on an analysis of South Korean policy instruments. Analyzing 

the policy instruments in Chapter 5 and 6 has allowed us to identify the primary 

characteristics and concerns of telecommunication and universal service policy 

and unification policy of South Korea. In addition, it identified important 

commonalities and differences among policy instruments. This may give 

lawmakers or other policymakers’ insights into developing a universal service 

policy for Korean reunification.   

South Korea has developed an advanced telecommunications 

infrastructure through deregulation and liberalization of the telecommunication 

market. This deregulation and liberalization have implicitly or explicitly 
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influenced the policy instruments of telecommunication and universal service. A 

few laws prescribe universal service directly or indirectly, while most laws and 

documents focus on developing national informatization or telecommunication 

services in South Korea. 

Universal service-related laws in South Korea have vague and 

controversial provisions, especially as regards the funding for and supervision of 

universal service and the selection of universal service providers. Furthermore, as 

demonstrated in earlier chapters, most of the laws and policy documents do not 

consider universal service from the perspective of Korean unification. Providing 

universal service requires government’s intervention to some degree through legal 

and political actions. The South Korean government should provide more specific 

and clear policy directions and legislative provisions in response to current 

technological developments and to the social, economic, and political situations of 

South and North Korea as they progress toward eventual reunification. 

In North Korea, in contrast, the underdeveloped telecommunication 

infrastructure has brought about the lack of telecommunication services resulting 

in a lack of laws and regulations in this area. From the 1990s onward, North 

Korea has tried to develop its telecommunication infrastructure through a 

“telecommunication modernization policy.” The North Korean government has 

driven this policy in the hopes that developing telecommunication would 

eventually develop its economy. Although North Korea has some policy 
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documents related to telecommunication, the present study could not find any 

legislation or other policy documents concerning universal service. Without an 

explicit and specific legal foundation, universal service policy rarely has enduring 

and powerful effects. This lack of policy instruments makes it difficult to develop 

universal service and to suggest policy recommendations for the North. To 

develop the underdeveloped telecommunication infrastructure and eventually to 

provide equal access to information resources, North Korea must enact laws to 

support universal service. This study, thus, focuses on recommendations about 

South Korean policy instruments. 

Although most policy instruments about universal service and 

reunification have been created by the Ministry of Information and 

Communication and the Ministry of Unification, the instruments have overlapped 

or lacked sufficiently specific provisions, especially those relating to universal 

service from the perspective of Korean reunification or to reunification from the 

perspective of universal service or equal access to information resources between 

North and South Koreans. 

In particular, while the major policy instruments of South Korea (the 

White Paper, E-Korea, the Annual Plan, and the FAIP) provide a general 

direction and comprehensive plans for national informatization, the main focus of 

each policy instrument varies. The White Paper provides a comprehensive plan 

that ranges from general principles for informatization to specific implementation 
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strategies. E-Korea is a long-term master plan for national informatization that 

emphasizes qualitative as well as quantitative accomplishment of national 

informatization and seeks to ensure equal access to telecommunications services 

and information resources through providing education and training. While these 

two policy documents focus on the “big picture” of national informatization, the 

Annual Plan provides specific plans for each year for informatization. While the 

above documents describe the direction or plan for national informatization, the 

FAIP offers the legal foundation for national informatization and is the essential 

act that establishes, unifies, and provides a consistent basis for South Korea’s 

informatization. More importantly, this law sets forth the requirements of 

universal service in South Korea. None of these documents, however, addresses 

national informatization or universal service from the perspective of Korean 

reunification.  

The Framework Act on Telecommunication (FAT) and the 

Telecommunications Business Act (TBA) focus on the different aspects of 

telecommunications service and play different roles in developing universal 

service in South Korea. While the FAT defines major elements of 

telecommunications and emphasizes efficient management and development of 

telecommunication in South Korea, the TBA focuses on encouraging the 

development of telecommunications business and on ensuring users’ access to 

telecommunications services. In addition, while the FAT does not mention 
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universal service, the TBA explicitly requires “universal service.” However, the 

TBA also lacks any provision for the development of universal service for Korean 

reunification. 

In addition, although the NUIP Act, the MKIR Act, and the Digital Divide 

Act emphasize the promotion of information use, the main focus of each is 

somewhat different. While the NUIP Act focuses on promoting the utilization of 

information and communications networks, protecting personal information, and 

building a safe and healthy information environment, the MKIR Act centers on 

the management of knowledge and information resources. While the TBA deals 

with universal service for citizens in general, the Digital Divide Act focuses on 

bridging the information gap between haves and have-nots by ensuring equal 

access to information resources for socially marginalized groups. Although all 

three of these laws are interested in promoting information use, neither the NUIP 

Act nor the MKIR Act offers the provision of universal service. The Digital 

Divide Act prescribes the provision of limited service for the socially 

marginalized without explicitly mentioning universal service. In short, although 

South Korea has developed various policy instruments regarding 

telecommunication infrastructure and universal service, there is little systematic 

connection among instruments.  

From the perspective of unification, no unification policy instruments 

consider social integration between North and South Korea, nor do they even 
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mention universal service in the context of Korean reunification. The Peace and 

Prosperity Policy, the White Paper, and the Annual Plan provide the general 

directions and principles for the reunification policy of the South Korean 

government. Each of these documents has been developed by complementing the 

others: while the Peace and Prosperity Policy offers basic direction for the 

improvement of the relationship between North and South, the White Paper 

provides both comprehensive and specific plans to realize the goal of the Peace 

and Prosperity Policy, and the Annual Plan presents the specific annual strategy 

to realize of the ultimate goal. None of these documents, however, provides a plan 

for bridging the information gap or resolving social inequity between North and 

South Korea.  

Unlike the policy documents mentioned above, the agreements between 

the two countries impose obligations on both of them. These agreements provide 

general or specific guidelines for exchange and cooperation between North and 

South Korea. The Joint Declaration focuses on a basic principle for the 

relationship of the two Koreas. The Basic Agreement commits North and South 

Korea to increased exchange and cooperation. The follow-up agreements such as 

the Implementation Protocol, the Investment Protection, the Gaeseong 

Telecommunication Agreement, and the Communication Protocol offer relatively 

specific guidelines for the two Koreas to cooperate in specific fields. The South 

Korean government has also supported realizing the goal of the policy plans and 
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the agreements by enacting the IKEC Act and the IKCF Act. While the IKEC Act 

provides comprehensive guidelines for exchange and cooperation for economic as 

well as humanitarian purposes between North and South Korea, the IKCF Act 

attempts to promote exchange and cooperation by supporting those transactions 

financially.  

In conclusion, South Korea has tried to develop its relationship with the 

North through various pieces of legislation and agreements. However, these do 

not offer a solid foundation for developing telecommunication infrastructure or 

universal service in North Korea or for Korean reunification. The South Korean 

government must develop a specific unification policy which includes universal 

service provisions for Korean reunification. For example, although the IKC Fund 

was established to support the reciprocal exchange and cooperation between 

North and South Korea, as examined in an earlier chapter, the Fund has been used 

mostly for food supply to North Koreans, the LWR project, and Geumgangsan 

tourism. There is little possibility at present that the Fund will be used for 

establishing telecommunication infrastructure for providing universal service in 

North Korea. However, considering the importance of universal service for 

Korean social reunification, South Korea needs to give policy priority to the 

development of telecommunication infrastructure in North Korea. The current 

provisions stipulate that the IKEC Promotion Council bears the main 

responsibility for the operation and management of the Fund. Although the 
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government has attempted to prevent arbitrary use of the Fund through this 

Council, questions still exist about representation on the Council. The South 

Korean government should provide clear criteria for subsidizing exchange and 

cooperation between the two Koreas. New laws or subsequent policy instruments 

are needed to provide further clarification regarding use of the Fund and 

representation on the IKEC Promotion Council. 

This study suggests that South Korea needs to consider a holistic approach 

to unification that embraces political, economic, and social integration. As shown 

in the German unification, establishing telecommunication infrastructure requires 

substantial money and time. To lessen the effort and costs required for unification, 

both Koreas, especially the South Korean government, should reorganize or 

integrate related laws and other policy instruments. In addition, the South Korean 

government should provide more specific and clear provisions in related 

legislation in response to technological developments and to the social, economic, 

and political situation of the two Koreas.  

More specifically, South Korea can be more responsive to technological 

developments in providing universal service by offering flexible provisions in its 

policy instruments, extending beyond broadband Internet connection. Until now, 

most policy documents have limited the service coverage in telephone connection 

with some exception of broadband connection (E-Korea). Considering the 

unpredictability of the relationship between the two Koreas, policy documents 
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should be flexible enough to respond to social, economic, and political change. 

The South Korean government should include more flexible provisions 

considering various kinds of scenarios of the future relationship: 1) maintenance 

of the current division; 2) establishment of an interim government in the process 

of unification; 3) absorption-type unification by South Korea; and 4) an ideal type 

of unification in which both Koreas have equal power.      

 

4. Restructuring Government Organizations   

Due to frequent contact and exchange between the two Koreas after the 

Summit Meeting in 2000, cooperation in telecommunication between North and 

South Korea has recently increased. Many South Korean companies have invested 

in the telecommunication market in North Korea. However, the companies have 

experienced difficulties in the North Korean market because of North Korea’s 

poor infrastructure. Establishing telecommunication infrastructure requires 

substantial commitment of many kinds. The investment by private sector 

organizations has limitations in telecommunication. Thus, it is the South Korean 

government that needs to establish the telecommunication infrastructure of North 

Korea. Just as South Korea has succeeded in developing its own 

telecommunication infrastructure by using the authority of the central 

government, both Korean governments need to develop their telecommunication 

infrastructure using strong government authority from the beginning of 
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unification. Both governments, however, need to restructure their government 

organizations to cooperate and to eventually succeed in developing 

telecommunication infrastructure for Korean reunification.  

Although both Koreas have developed their telecommunication policies 

through a strong governmental authority, the different political systems of the two 

Koreas require different strategies by the relevant government agencies. The 

differences between the political and governmental systems of the two Koreas 

will cause many difficulties in cooperating to create a universal service policy for 

a unified Korea. Both the North and the South will require structural change in 

government organizations. Both Koreas have separate government agencies 

dealing with unification and with telecommunication and will need to coordinate 

the roles of these agencies within each country as well as between countries.  

South Korea’s informatization policies, including telecommunications 

policy, have been shaped and promoted by various government authorities, such 

as the MIC, ISM, IPC, NCA, and KISDI. However, the main policy driver is the 

MIC, while other institutional players have influenced telecommunication policy 

directly or indirectly. In contrast as discussed earlier, in North Korea major 

telecommunication policy has been driven by the Ministry of Post and 

Communication. Despite the underdevelopment of the telecommunication 

infrastructure in North Korea, the country has some favorable political and social 

conditions for developing universal service. North Korea has a very centralized 
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political system and strong leadership. This strong authority will allow North 

Korea to implement telecommunication infrastructure within a relatively short 

period of time.  

Although there is little probability that the two Koreas will cooperate in 

establishing a new government entity for developing their telecommunication 

infrastructure or universal service, both Korean governments should consider 

restructuring government organizations. This study suggests three ways of 

restructuring government organizations for both Koreas.  

First, the two Koreas may consider establishing an intergovernmental 

organization created by both governments and consisting of working level 

government officials from each of the related government agencies (the Ministry 

of Information and the Communication and Ministry of Unification (South Korea), 

and the Ministry of Post and Communication and Committee for Peaceful 

Unification of the Fatherland93 (North Korea)). The possibility of establishing an 

intergovernmental organization is extremely low at this moment. However, once 

the unification process starts, such an organization would work effectively in 

developing a unified telecommunication infrastructure by directly and efficiently 

reflecting each government’s perspective.  

                                                 
93  The Committee for Peaceful Unification of the Fatherland is a powerful quasi-party 

organization or semi-official organization in charge of Korean reunification in North Korea, and it 

serves as a window for contacting South Korea. 
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As an intermediate process before this full restructuring happens, the 

South Korean government needs to establish a special committee which will 

coordinate the role of the Ministry of Unification and the Ministry of Information 

and Communication. Until now both ministries have had little interest in the 

development of telecommunication infrastructure or in the provision of universal 

service for unification, and they have not set forth any specific plan to do so. If 

the relationship between North and South develops, however, this will be one of 

the most urgent concerns for both of these ministries, which will then be eager to 

initiate policymaking. Therefore, the special committee should coordinate 

planning, establishing, and implementing telecommunication infrastructure for 

universal service for a unified Korea.  

In addition, in order to succeed in this process, South Korea may need to 

use a third party for the special committee as was the case in Germany. Even 

though the German case is very different from that of Korea, its success in 

developing telecommunication infrastructure in a short period provides important 

lessons for Korean reunification. Before unification, West Germany prepared 

through the “Telekom 2000” project by Deutsche Telekom to develop the 

telecommunication infrastructure of East Germany. This project enabled both 

countries to overcome the gap in telecommunication infrastructure immediately 

after unification. The South Korean government could use Korea Telecom (KT) 

as West Germany used Deutsche Telekom for the informatization of East 
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Germany. Even though KT was privatized and the government cannot easily 

control it, the government may encourage KT to play an important role for 

unification by providing benefits such as tax exemptions and giving priority to 

investment in the North Korean telecommunication market. Using the widely 

connected KT networks, the South Korean government could develop the North 

Korean telecommunication infrastructure more easily than any other actor can.  

Another option for South Korea is to establish a consortium of 

government and private sector entities in order to develop the telecommunication 

infrastructure of North Korea. Some South Korean companies, mostly medium or 

small-scale ones, have already initiated investment in the North Korean 

telecommunication market. To develop telecommunication infrastructure, a 

consortium would be beneficial for both the companies and the government, 

because the companies can escape from the risks of their independent investment 

in the unstable North Korean market. The government may save its money in 

establishing basic infrastructure for North Korea by sharing the investment with 

the private sector. It may contribute to developing small businesses which mostly 

lack financial resources compared to conglomerate groups of South Korea. In 

short, both Koreas need to restructure their government organizations in various 

ways. Each method may be utilized simultaneously and/or exclusively in different 

levels of the unification process.    

320 



 

5. Creating a Participatory Universal Service Model for Korean 
Reunification 

Universal service for Korean reunification requires a long-term plan and a 

substantial telecommunication infrastructure. Just as West Germany developed 

East Germany’s telecommunication infrastructure through a special project 

(Telekom 2000) which took almost ten years to complete, so South Korea needs a 

specific plan to develop North Korea’s telecommunication infrastructure. 

Although West Germany had prepared the Telekom 2000 project before 

unification, the real situation of East German’s telecommunication infrastructure 

was much worse than West Germany expected. However, the demand for 

telecommunication services from East Germans was not lower than the West 

Germans.’ As shown by the German case, it is very possible that the North 

Korean demand for telecommunication service may reach almost the same level 

as that in South Korea. Unless both Korean governments can satisfy the demand 

of North Koreans, the resultant tension and conflict between the two Koreans 

could lead to the failure of the eventual reunification. Both Korean governments 

need to establish a very specific plan based on a consensus of both nations’ people 

in order to succeed in developing telecommunication infrastructure for universal 

service.  
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Based on the comprehensive literature review and policy instrument 

analyses in the earlier chapters, the present study recommends that, ultimately, the 

concept and scope of universal service must be expanded beyond physical 

infrastructures to human infrastructures to ensure access to information resources 

and their successful creation and use. This study suggests using social capital and 

diffusion of innovations to develop human infrastructure for universal service 

model for unification: social capital may be used to encourage civic engagement 

qualitatively to complement both Koreas’ government-driven universal service; 

and diffusion of innovations may be used to spread universal service 

quantitatively within a relatively short time period.  

The success of a universal service policy depends mainly on cooperative 

efforts between the private sector and government. While government-driven 

universal service policy has contributed to expanding telecommunication and 

universal service quantitatively, it has not succeeded as well in expanding 

universal service qualitatively, which ensures universal access to information 

resources. To succeed in both quantitative and qualitative diffusion of universal 

service, this study suggests the use of social capital and diffusion of innovations 

theory. In particular, due to the totally different political systems of the two 

Koreas, neither government-led policies nor private sector-led policies by 

themselves can achieve success. Consequently, a universal service policy for 

Korean reunification should be developed from these two perspectives: 
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government-led establishment of universal service policy and a wide range of 

civic participation. Using the social capital of each country and applying diffusion 

of innovations in implementing advanced telecommunication services will make 

it easier for both Koreas to ensure full-fledged universal service diffusion.  

In the process of Korean reunification, the development and connection of 

the two Koreas’ social capital may provide more possibilities for cooperation than 

a strictly governmental engagement. As discussed earlier, South Korea has 

developed social capital based on its own culture. “Residents’ Governing Body,” 

or “ BansangHoe,” and civilian unions in various areas such as Jinbo Net (Korea 

progressive network),94 may be used to diffuse universal service in South Korea. 

Free discussion with other community members and eventual consensus through 

social capital may allow people to perceive themselves as important members of 

their communities and may contribute to improving civic participation, resulting 

in consolidating participatory democracy.  

While South Korean social capital is based on voluntary participation, 

North Korean social capital is based on more mandatory participation. North 

Korean social capital, such as that found in the Chosun SonyeonDan (North 

                                                 
94  Jinbo Net launched officially in November 1998 as a center for providing computer            

communication services including Internet service and training services for Korean NGOs. One of 

the major goals of the organization is “to reconstruct social solidarity by rehabilitating 

communication among various sectors and the masses in the current social changes, including 

informatization.” 
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Korean Boy Scouts) and the Boolgn Chongyeon GeunwuiDae (Red Youth Court 

Guard), according to many commentaries, is mostly developed by the government 

to control its citizens. North Korea has various kinds of social capital which are 

well-organized and systemized. Most North Koreans are associated with 

organizations from kindergarten onwards and continue being so connected 

throughout their whole lives. Most organizations in North Korea have separate 

sub-groups which consist of 5-30 people. These small groups share many 

commonalities and have strong cohesiveness. (Ministry of Unification, 

Understanding North Korea 2003, p. 259) 

In order to succeed in developing universal service and ultimately 

narrowing social inequity, governments should take various steps to develop 

social capital by offering incentives, value-added services, and tax reduction for 

social capital. However, both countries have rarely offered any opportunity for the 

people to participate in the telecommunication policymaking process. While the 

authoritarianism of North Korea has impeded the participation of its people, the 

South Korean government has pursued telecommunication policy under strong 

government control and, until recently, has provided few opportunities for civic 

participation. Perhaps the South saw this centralized, strong government-driven 

approach as necessary in order to develop the infrastructure in a short period of 

time. The South Korean government thought that civic participation might slow 

the development of the telecommunication infrastructure. 
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Although the government has been the main party that has pursued a 

universal service policy in South Korea, a bottom-up grassroots approach to 

building social capital in South Korea may be helpful in diffusing universal 

service in North Korea as well. This is because social capital developed this way 

promotes shared perspectives between the two Koreas. The success of universal 

service may depend on how to encourage wide participation in using the service 

as well as in policy making and building social capital. In the reunification 

process, although the development of shared social capital between the two 

Koreas may be extremely difficult and challenging due to their wide differences 

in many areas, this shared social capital may subsequently create opportunities to 

develop a cohesive human infrastructure. Therefore, South Korea must not only 

develop its own social capital but also must explore how to connect with the 

groups that develop social capital in North Korea. The development of human 

infrastructure through social capital may accelerate the development of universal 

service, but the development of human infrastructure requires substantial time and 

effort compared to the establishment of a physical telecommunication 

infrastructure. Therefore, from the beginning of unification, it is essential to 

develop the social capital of both Koreas to encourage their interconnection and to 

integrate this social capital with universal service policy development and 

implementation.  
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While social capital theory may be used to encourage civic engagement to 

complement government-driven universal service, diffusion of innovations may 

be used to spread universal service more widely. The enormous social and 

economic gap caused by uneven information access between North and South will 

aggravate the disparity between the South (the early adopter) and the North (the 

laggard) in the process of reunification. Berry and Berry’s (1999) policy diffusion 

models (the National Interaction Model, the Regional Diffusion Model, the 

Leader-Laggard Models, and the Vertical Influence Models) can help explain 

universal service policy diffusion. In addition, the diffusion of universal service 

policy between North and South Korea and within the countries may require 

combining Berry and Berry’s four models with that of Rogers. Although there is 

some overlap between the approaches of these models, this study attempts to use 

both perspectives.  

The National Interaction Model, the Leader-Laggard Models, and the 

Vertical Influence Models may be used for the policy diffusion between the two 

Koreas. The Regional Diffusion Model may be used for explaining how the 

advanced policy of major cities of each country may be diffused into 

underdeveloped areas. The Regional Diffusion Model, the Leader-Laggard 

Models, and the Vertical Influence Models may be used to understand policy 

diffusion both between North and South Korea, within the countries, and among 

cities. Even within the countries, there will be a great gap in using 
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telecommunication services; for example, while specific regions in North Korea 

such as Gaeseong, Sinpo, and Pyongyang enjoy relatively many 

telecommunication services, most regions in the North do not. According to Berry 

and Berry’s model, this policy diffusion is proportionate to the number of 

interactions its officials have with others. Most likely North Korea will adopt a 

South Korean model in developing telecommunication infrastructure; however, 

this likelihood is proportionate to the number of interactions its officials have with 

South Korean officials who have already adopted a new policy. Consequently, the 

diffusion of universal service will succeed when the structural change of the both 

governments is supported by the social capital of a wide range of civic 

participation and by the diffusion of policy and technology.  

 

Future Research  

While this study has focused on government policy instruments for 

analyzing universal service and unification, future research needs to be focused on 

analyzing popular media to identify the general public’s perspectives on those 

topics. Both universal service and unification rarely succeed in their goals without 

understanding the public’s point of view.  

While social equity within South Korea has often been addressed in the 

research literature, there has been little discussion about social equity between the 

two Koreas, much less about equity in North Korea. Future studies need to 
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explore how to ensure social equity between the two countries by expanding 

universal service and ultimately by applying a cooperative model for Korean 

reunification. The cooperative universal service model needs to be studied in the 

context of a national information infrastructure of Korean reunification by 

examining the German model which accomplished the reunification of East and 

West Germany in 1990. 

While this study focuses on telecommunication infrastructure for 

cooperative universal service, future research should explore a specific 

cooperative universal service model for Korean reunification. To do this, future 

studies need to analyze the policy instruments of North Korea, whereas the 

current study was limited to South Korean policy instruments. In addition, further 

exploration of North Korea’s telecommunication policy and universal service is 

necessary to make more specific recommendations for North Korea. Due to the 

lack of information about North Korea, this study did not explore particular areas 

of the North’s telecommunication infrastructure. A future study needs to explore a 

universal service model based on particular insight into the specifics of North 

Korea’s telecommunication and political systems.  

 

Conclusion 

Table 8-4 presents how this study addressed the research questions in each 

chapter and proposed recommendations based on the policy analysis. The study 
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explored South Korean universal service from the perspective of Korean 

reunification.  

 

Table 8-4. Research map 

Research Questions Policy Recommendations Related Chapters

1. Universal service 1. Redefining universal service Chapter 1, 2 and 8

2. Developing telecommunication infrastructure

3. Developing policy instruments

4. Restructuring government organizations

2. Developing telecommunication infrastructure

4. Restructuring government organizations

5. Creating a participatory universal service
    model for Korean reunification

1. Redefining universal service

2. Developing telecommunication infrastructure

3. Developing policy instruments

4. Restructuring government organizations

5. Creating a participatory universal service
    model for Korean reunification

4. Universal service model 
    for Korean reunification

Chapter 2, 4, 5, 6, 
             7, 8 

2. South Korean universal 
    service Chapter 4, 5 and 8

Chapter 7, 8
3. North Korean 
    telecommunication policy 
    and infrastructure

 

 

In this study, social capital theory helped expand the scope of universal 

service into the use of information resources through human infrastructure as well 

as physical telecommunication infrastructure. In addition, social capital theory 

helped explore the themes of civic participation, telecommunications and Korean 

reunification, by using specific examples from both Koreas. Diffusion of 
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innovations theory was used to develop a participatory universal service model 

capable of diffusing policies between different adopters, North and South Korea. 

Finally, social capital theory helped to understand diffusion of universal service 

by making it easier to create social consensus and cohesiveness of social capital. 

This theory thus provides a foundation for enhancing human infrastructure by 

using social capital.  

 

The study began with redefining the concept and scope of universal 

service. Chapters 1, 2, and 8 contributed to exploring Research Question 1 based 

on the conceptual frameworks of universal service. This study took a holistic 

perspective on understanding universal service and providing a universal service 

model for Korean reunification. The major time period analyzed was from the 

early 1990s to 2003.  

The theoretical foundation of this study included social capital and 

diffusion of innovations theory in order to better understand universal service and 

to suggest policy recommendations. Chapter 2 explored major concepts of 

universal service and the rationale for providing universal service for research 

questions 1 and 4. Chapter 3 covered data collection and data analysis to address 

the research questions. Data for the analysis were collected using legislation, 

other policy documents, and major agreements between North and South Korea 

related to informatization and unification. This study used policy analysis both for 
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data collection and data analysis; more specifically qualitative policy analysis was 

used with triangulation for improving credibility.   

Chapters 4, 5, and 6 identified the major characteristics of universal 

service and explored the current universal service in South Korea by analyzing 

major policy instruments of South Korea to answer Research Questions 2 and 4. 

Chapter 7 analyzed the similarities and differences between North and South 

Korea in telecommunication policy and telecommunications infrastructure and 

discussed the possibility of this cooperation in telecommunication policy and 

telecommunication infrastructure. Chapter 8, based on the earlier chapters, 

suggested policy recommendations for eventual Korean reunification responding 

to the Research Question 4. This study found that current approaches to universal 

service are fragmented and are not sufficiently holistic, failing to resolve major 

concerns about universal service and Korean reunification. The present study 

suggested policy recommendations for the development of universal service in 

both Koreas from a more holistic perspective. 

In conclusion, despite limited access to North Korean resources, this study 

contributed to developing a theoretical foundation of universal service for Korean 

reunification. This study expanded the concept and scope of universal service 

beyond physical infrastructure to human infrastructure, which will help ensure 

access to information resources and their successful creation and use. Such an 

expanded approach to universal service may allow people throughout the 
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reunified Korea to participate effectively in public life and society by ensuring 

more equal access to information resources. This study developed a plan for a 

unified telecommunication infrastructure by identifying the present infrastructure 

of each of the countries. The comprehensive analysis of policy instruments 

regarding universal service and reunification provides insights and 

recommendations for specific policy instruments that need to be developed to 

ensure universal service in the context of Korean reunification. This study also 

explored how to restructure government organizations, and, finally, it concluded 

that these suggestions should be based on a wide range civic participation through 

the use of social capital and policy diffusion.  
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Appendix 1. The law-making process in South Korea 

 

1. Drafting of a legislative bill by the competent 
ministry 

1. Drafting of a legislative bill by the competent 
ministry 

2. Consultation with other ministries concerned/
Public Notice concerning legislation

2. Consultation with other ministries concerned/
Public Notice concerning legislation

3. Review by Ministry of Government 
Legislation (MOLEG)

3. Review by Ministry of Government 
Legislation (MOLEG)

4. Deliberation by the State Council4. Deliberation by the State Council

5. Approval by the President5. Approval by the President

6.Submitting to the National Assembly6.Submitting to the National Assembly

7. Decision by the National Assembly7. Decision by the National Assembly

8. Transfer to the Government (MOLEG)8. Transfer to the Government (MOLEG)

9. Promulgation9. Promulgation

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Source: The law-making process, by the Ministry of Government Legislation. Retrieved November 

21, 2003, from http://www.moleg.go.kr/  
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Appendix 2. Describing North Korea 

 
(Year 2002)

Democratic People's Republic of Korea

22,369,000

Size 122.762㎦.

Exchange Rate $ 1 = 2. 21 wons (Exchange Rate in Trade)

Trade Total: $ 2.26 Billion (Export: $730 Million / Import: $1.53 
Billion)

Foreign Loan N/A

Source: North Korea, Facts and Figures, Administrative Districts , by the South Korean Ministry of 
               Unification. Retrieved April 20, 2004, from http://www.unikorea.go.kr/

Economy

Official Name

Population

National Border 1,369.4km (border with China: 1,353.2km, with Russia: 16. 
2km)

Coastline 2,495 km

Geography Eastern part of the country is high and west is low

4 Major Cities 9 Provinces 23 Cities 145 Counties

Inauguration 09-Sep-48

Political Parties Single Party System under Workers' Party

Cabinet 34 (3 Committees, 27 Ministries, 1 Council, 1 Bank, 2 
Bureaus)

Representative 
Agency

Supreme People's Assembly (687 Deputies with 5-year 
terms)

Diplomacy Nations with 
Diplomatic Relations 153

Military Nominal GNI 1.17 Million (Army 1 Million, Navy 60,000, Air Force 
110,000)

Budget N/A

Nominal GNI $ 17 Billion

GNI / Person $762

Politics

Territory

Administrative District
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Appendix 3. The Administrative districts of North Korea 

 

Cities Counties Urban 
Districts Districts Regions Ri Tong Workers 

District

Pyongyang 4 19 118 284 10 -

Nasun 12 20 -

South 
Pyongan 
Province

6 19 1 1 396 193 31 Pyongsong

North 
Pyongan 
Province

3 22 484 88 31 Sinuiju

Jagang 
Province 3 15 225 68 23 Kanggye

Yanggang 
Province 1 11 143 25 67 Hyesan

South 
Hamkyong 

Province
4 15 1 1 465 160 35 Hamhung

North 
Hamkyong 

Province
3 12 7 253 134 44 Chungjin

South 
Hwanghae 

Province
1 19 419 26 11 Haeju

North 
Hwanghae 

Province
3 16 332 77 8 Sariwon

Kangwon 
Province 2 15 379 61 7 Wonsan

Total 26 148 26 2 2 3,230 1,136 267

Source: North Korea, Facts and Figures, Administrative Districts,  by the South Korean Ministry of 
               Unification. Retrieved April 20, 2004, from http://www.unikorea.go.kr/

(December 2003)

Major & 
Province

Cities-Counties-Urban Districts-Districts-Regions Cities Towns (Ri & Tong) -
Workers District

Capitals of 
Province
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Appendix 4. Food deficiency and food imports in North Korea 

 

Year 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002

Demand 576 569 576 580 578 583 541 551 518 529 620

Supply 442 426 388 412 345 369 349 389 422 359 395

Deficiency 133 142 188 167 233 214 192 162 96 134

Import 83 109 49 96 105 163 104 107 - -

Absolute 
deficiency 50 33 139 71 128 51 88 55 - -

(unit :10,000 tons)

From  Understanding North Korea,  ed. by the Ministry of Unification, 2003, p. 152.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

336 



Appendix 5. Development stages in National informatization, 1993~2003 

Year Milestone  Contributions and Accomplishments
1993 Launching Informatization • Opening Government Administration Information Network

• Opening for Free Market Competition Paging service
• Popularizing Personal Computer

1994 Promoting Informatization • Establishing plan for Korea Information Infrastructure
• Founding the Ministry of Information and Communication
• Commercializing Internet Services
• Increasing Data Communication Subscribers

1995 Stabilizing informatization • Establishing Framework for Informationtization Promotion Act 
• Confirming the Blueprint for High Speed Information Infrastructure
• Diffusing Public Recognition toward the Internet
• Revolutionizing On-Line Environment through internet Technology
• Launching Cable TV Service

1996 Dawn of Internet • Effectuating Framework on Informatization Promotion Act
• Promoting Localized Pilot Projects in Reducing the 'Regional Digital Divide'
• Introducing EDI,EC and CALS
• Spreading Multimedia Applications
• Popularizing Personal Data Communication
• Apperarance of Cyber Community

1997 Opening Internet Era • Accomplishing the First Phase of High Speed Information Infrastructure Project
• Beginning e-Commerce Services and its Preparation
• Initiating PCS Service
• Popularizing EDI and CALS

1998 Prospering Internet and • Shaping Countermeasures on Y2K Problems Nationwide
Coping with Y2K Problems • Public Administration Services through Internet

• Investment Fevers on SOHO
• Popularizing Internet Plaza(PC Café/Network Game Room)

1999 Reforming Society with • Establishing Cyber Korea 21(The Third Master Plan of Informatization Promotion)
Internet Revolution • Rapid Increase of IT Venture Businesses

• Mobil Phone, Surpassing Fixed Line Subscribers in Numbers
• Rising Adverse Effect of Informatization: Digital Divide, Hacking, Computer Virus
• Launching Mobil Internet Service

2000 Popularizing Internet and • Establishing Master Plan to Promote e-Commerce
e-Business • Applying e-Document to All Government Agencies

• Applying e-Business to Off-Line Businesses
2001 Activating Mobil Internet • Stimulating Mobil Internet through Mobil Phone, PDA

• Being Claimed as the World's Best Broadband Internet Infrastructure(OECD Report)
• Launching Digital Terrestrial TV Sroadcasting Service

2002 Maximizing Digital • Comfirming e-Korea Vision 2006 (The Third Master Plan of Informatization)
Competitiveness • Laying the Foundation of e-Government

• Initiating World's First IMT-2000 Service
• Launching Digital Satelite Broadcasting Service

2003 The Maturity of • The 'Participatory Government' Launched
Informatization • The 4 Major Politics Projects on Informatization Promotion are Comfirmed

 - Internet Civil application Test Issue(MOGAHA)
 - National Assembly Informatization Growth Plan for e-National Assembly
   Embodiment(The National Assembly Secretariat)
 - National Weather Information Common Utilization System
   (Korea Meteorological Administration)
 - National Weifare Information Portal Site(Ministry of Health and Welfare)
• The Political Issue has been moved from Facility Base over tomthe Service 
  Base, due to the Market Maturation of Telecommunication Market
• The Personal Privacy and information securuty Issues are Raised(Plan to
  Prepare Personal Privacy and Information securuty Guideline)

From National Informatization White Paper 2003, ed. by the National Computerization Agency, 2003, p. 8.  
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Appendix 6. Informatization education plan for 10 million people 

 

Group  which provide 
ion

Handicapped
lfare, Ministry of 
ion and 

Farmers  Forestry

Fisherman isheries

Old people lfare, Ministry of 
cation

Housewife d 

Prisoners

Common people
dministration and 
nformation and 

Workers

Military people e

Government 
officials

dministration and 

Teachers  Human 

Students  Human 

Public 
enterprise udget

Total

Note. The number means the people involved in informatization education.
From National Informatization White Paper 2003, ed. by the National Computerization Agency, 
2003, p. 169.

Goal
(Number of 

people)
Actual Government agencies

the educat

206,730 100,578
Ministry of Health and We
Labor, Ministry of Informat
Communication

170,916 129,170 Ministry of Agriculture and

20,000 16,242 Ministry of Maritime and F

170,000 442,735 Ministry of Health and We
Information and Communi

2,000,000 434,003 Ministry of Information an
Communication

31,602 120,198 Ministry of Justice

1,600,000 5,358,840
Ministry of Government A
Home Affairs, Ministry of I
Communication

1,500,000 1,435,344 Ministry of Labor

740,000 623,357 Ministry of National Defens

510,000 510,000 Ministry of Government A
Home Affairs

614,931 1,108,904 Ministry of Education and
Resources Development

3,363,860 3,372,500 Ministry of Education and
Resources Development

200,000 153,319 Ministry of Planning and B

11,128,839 13,805,190
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Appendix 7. KII Project Budget 

 
(Unit: $ 1million)

1st Stage 2nd Stage 3rd Stage

(1995 - 1997) (1998 - 2000) (2001 - 2005)

KII - G (Government) 144 222 347 713

KII - P (Public) 1,651 5,802 14,459 21,912

KII - T (KOREN) 20 25 108 153

R&D costs 666 261 1,135 2,062

2,481 6,310 16,049 24,840

Classification Total

Total

From National Informatization White Paper 2003,  ed. by the National Computerization Agency, 2003, p. 32.  
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Appendix 8. Broadband Internet service subscribers by services 

 
 

Classification ADSL CATV APT. LAN Satelite Total Ratio(%)
KT 4,980,906 406,936 4,959 5,392,801 48.6
Hanaro Telecom 1,179,321 1,406,304 377,675 2,963,300 26.7
Thrunet 1,279,595 7,777 1,287,372 11.6
Onse Telecom 487,900 6,269 494,169 4.5
Dream Line 65,866 90,937 3,974 160,777 1.4
Dacom 98,570 68,522 167,092 1.5
Value Added Common
Carrier
Special Category
Telecom Operator

Total 6,278,636 3,826,353 993,880 4,959 11,103,828 100.0

Ratio(%) 56.5 34.3 9.0 0.0 100.0

From National Informatization White Paper 2003,  ed. by the National Computerization Agency, 2003, p. 32.

47,140 117,700

5,403 463,047 5,027

164,840 1.5

473,477 4.3

(Unit: Person) (June 2003)
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Appendix 9. Composition of Informatization Index 

 

 
From National Informatization White Paper 2003, ed. by the National Computerization Agency, 

2003, p. 14.
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Appendix 10. Achievement of the goals of Cyber Korea 21 

 

Current Situation

1998 (Actual) 2002 (Goals) 2001 (Actual)

Numbers of Internet users 3 million 10 million 24,380,000

Numbers of schools connected 
to the Internet 1,613 schools All K-12 All K-12

Numbers of broadband 
households 14,000 households NA 7,810,000 households

E-commerce 55 billion won 3.2 billion 73.8 billion (2001.9)

Numbers of personal computers 6,630,000 15 million 20,700,000

Gross production of IT industry $ 75 billion $ 113 billion $ 125 billion

Exports of IT industry $ 30 billion $ 47 billion $ 38 billion

Goals of Cyber Korea 21

From National Informatization White Paper 2002,  ed. by the National Computerization Agency, 2002, p. 79.  
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Appendix 11. Power Structure of North Korea 
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 Source: South Korean Ministry of Unification (Retrieved November 20, 2003, from http:// 

www.unikorea.go.kr/) 
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Appendix 12. Administrative Organizations of North Korea 
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Source: South Korean Ministry of Unification (Retrieved November 20, 2003, from http:// 

www.unikorea.go.kr/) 
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Appendix 13. North Korean Workers Party (Chosun Rodong Dang) 
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Source: South Korean Ministry of Unification (Retrieved November 20, 2003, from http:// 

www.unikorea.go.kr/) 
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