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1) Copyright Protection Policy 

The 21st century is a knowledge-based information society. Recently in Korea, the 

terms, Creation and Creative  are attracting public attention in this context. In a 

culture-centered and creative economic era, copyrighted works are like the seeds of 

new creation, and copyright is the soil where good contents can grow. A healthy 

copyright ecosystem can be seen as a foundation for cultural prosperity . The rapid 

changes in the copyright industry  converting into a digital era is reflected in high 

rate of illegal reproduction and low copyright awareness, and this threatens the 

livelihood of creators and results in investment reduction within the industry. As a 

result, the Korean government considered protection of intellectual property right and 

establishment of fair trade order  as a national issue and has been implementing 

phased policies that reflect the copyright environment in order to advance the culture 

industry by promoting protection of rights and interests of creators and fair use of 

copyrighted works.



2014

76

For the revitalization of cultural content industry which is the key to a future growth 

engine, priority tasks were set as strengthening illegal reproduction regulation activity, 

strengthening education & promotion for raising copyright awareness, creating 

transparent & convenient environment for using copyright and strengthening copyright 

protection of contents entering into overseas markets. For this purpose, the Copyright 

Act  was amended several times to raise the consistency and efficiency of copyright 

protection policies, and a foundation for a national organization that is dedicated to 

the copyright sector was established by revising the National Government Organization 

Act and newly establishing Director General for Copyright Policy . 

With the goal of Creating a Copyright Ecosystem of Balance and Coexistence  in 

2013, the revitalization of using copyrighted works was encouraged by establishing 

a legal foundation for free use of copyrighted works. In addition, legitimate use of 

copyright was revitalized within universities by agreeing to enforce compensation 

policy for using copyrighted materials for educational purposes in universities. Also, 

a competitive system was introduced by designating a new music collective 

management organization, and advocated the protection of rights and interests of right 

holders by cracking down on torrent websites, illegal SD cards, etc. Furthermore, 

spread of the Korean Wave was facilitated by simplifying evidential documents for 

proof of right into certificates when distributing contents in China, and the range of 

protected right holders was expanded by additionally regulating illegal characters. 

In order to provide a creative environment in 2014 that all citizens can safely use, 

the foundation for using copyrighted works is to be enhanced by opening and 

expanding public copyrighted works and by strengthening promotions. In addition, the 

system is expected to be reorganized to allow use permission readily available online 

and enable fair settlement by improving digital copyright exchange, building log 
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information systems, etc. In order to effectively respond to rapidly changing foreign 

and domestic copyright infringement, the enforcement system will be unified by 

establishing a Copyright Protection Board  which is the integration of the Copyright 

Protection Center and the crackdown part of Korea Copyright Commission, and there 

will be focus on the capacity to protect and distribute Korean contents that are 

spreading towards the world in terms of new illegal markets, expansion of the Korean 

Wave, etc. Above all, this will be the year for setting the foundation for healthy 

copyright culture by installing Copyright Call Center  to relieve the anxiety of those 

who use copyrighted works and also by implementing nationwide communications 

such as creation/sharing campaigns.

2) Copyright Protection Laws

Article 103 of the Copyright Act states the responsibilities and obligations of OSPs, 

and presents the basis for exercising the rights of copyright holders. According to 

Article 103 of the Copyright Act, if the rights of the copyright holder have been violated 

through the service of an OSP, the holder can request the OSP to stop reproduction/ 

transmission of the corresponding copyrighted work. Article 104 of the Copyright Act 

requires any special types of OSP  to take technical action upon the request of the 

legitimate copyright holder to block copyrighted work from being illegally transmitted. 

Under Article 133-1 of the Copyright Act, the Minister of Culture, Sports and Tourism 

can authorize collection, disposal or deletion of illegal reproductions or devices / 

equipment / information / programs, if found, that violate copyrights or have been 

created for the purpose of incapacitating technical protection. 

Under Article 133-2 of the Copyright Act, if illegal reproductions are transmitted 

across an information network by a reproducer who has received 3 or more warnings, 
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the Minister of Culture, Sports and Tourism may, after deliberation by the Korea 

Copyright Commission, order the relevant OSP to suspend the account of the 

reproducer/transmitter for a set period within 6 months . In addition, if a bulletin 

board that has received orders of deletion or suspension of transmission more than 

3 times is determined to have seriously damaged the manner to use copyright, among 

others, the Minister of Culture, Sports and Tourism may, after deliberation by the 

Korea Copyright Commission, order the suspension of the entire or partial service of 

the bulletin board for a set period within 6 months . Under Article 133-3 of the 

Copyright Act, the Korea Copyright Commission may issue a recommendation for 

corrective action such as warning, deletion or suspension of transmission when they 

investigated an OSP'S information network and discovered any proof that illegal 

productions were transmitted.

Under the Article 103-2 of the Copyright Act, if there is an injunction claim by the 

copyright holder or prosecution of criminal case in accordance to the Copyright Act, the 

court may order the mere conduit service -type OSPs, if necessary, to terminate special 

accounts or take reasonable actions in order to block access to specific foreign 

internet sites in accordance to the Article 123-3. In addition, the court may order deletion 

of illegal reproductions, denied access of illegal reproductions, termination of certain 

accounts, etc. when necessary concerning caching service , storage service , and 

information retrieval tool -types of OSPs. However, if it is determined by the court 

that there weren't any more infringements of the rights protected by the copyright 

law after taken such actions, the requesting party for action against infringement 

activity is responsible for the damage caused by the request.
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The copyright protection system in Korea, as shown in Figure 1-1 , comprises of 

the public sector which centers on the Ministry of Culture, Sports and Tourism and 

the private sector which centers on copyright holders. In the public sector, the Ministry 

of Culture, Sports and Tourism establishes policies related to copyright protection 

according to Article 2-2 of the Copyright Act in order to develop the cultural industry 

and create fair distribution of copyrighted materials, and the Korea Copyright 

Commission implements businesses concerning the establishment of sound utilization 

of copyrighted materials in accordance to Article 113 of the same law. The Copyright 

Special Judicial Police of the Ministry of Culture, Sports and Tourism is in charge 

of copyright infringement investigations based on the Act on the Persons Performing 

the Duties of Judical Police Official and the Scope of Their Duties , and the Copyright 

Protection Center of KOFOCO is consigned by the Ministry of Culture, Sports and 

Tourism concerning tasks of collection, disposal and deletion of illegal reproductions 

in accordance to Article 133  of the Copyright Act which allows the Center to support 

copyright protection in the private sector based on public concern. In the private 

sector, copyright collective management organizations are organized for each sector 

according to the contents of Copyright Trust services under Chapter 7 of the Copyright 

Act, who are committed to the protection of copyrights and rights of the owner of 

neighboring copyrights, as well as performing maintenance of copyrights.
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Illegal online reproductions in a digital environment where there are no borders 

is being distributed through various methods. Due to the characteristics of digital 

contents where infinite replication in the same quality is possible and online 

environment where anonymity is guaranteed, illegal reproductions are produced and 

distributed easily. When a directly purchased genuine product is digitized or when a 

digital content is acquired through hacking and uploaded on a website that can be 

accessed by the public, the people who download such contents re-upload them on 

the websites they use and causes the contents to be quickly spread to other online 

sites simultaneously such as P2P and webhard. 

Although distribution of illegal reproductions were generally committed via P2P or 

webhard, there have been a significant increase in cases of distribution via a program 

called torrent that shares files between multiple people by using information file of 

illegal reproductions due to the balloon effect following the recent introduction of 
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Webhard Registration System. Distribution of illegal reproductions in closed 

communities such as internet cafes and blogs is still unabated, and distribution of 

illegal reproductions via applications on smart devices is also showing trends of 

gradual increase. Due to recent faster wireless communication such as LTE, as well 

as, WiFi, unlimited data offers, etc., illegal distribution websites that stream 

copyrighted works such as films and music have been expanding. Like this, online 

distribution structure of illegal reproductions is very responsive to environmental 

changes and is becoming ever more complex. 

In the past, offline-based illegally reproduced works were created primarily during 

night by a handful of profit-seeking specialized manufacturers in unauthorized 

buildings such as plastic greenhouses and large-scale warehouses located in sparsely 

populated rural areas. However, the development of information communications 

technology has resulted in an environment where mass reproduction can be carried 

out on a small scale by a single person, who produces and sells the reproductions 

on one's own. In order to keep the reproduction facilities hidden, producers create 

illegal reproductions at the third location and store illegal reproductions in a separate 

warehouse. More recently, producers of illegal reproductions have increasingly been 

setting up their reproduction facilities in residential areas. 

Distribution networks have also grown more sophisticated, with some producers 

offering online ordering services and same-day delivery. In line with the development 

of storage media, there is an increase of large quantities of illegal reproduction sales 

through USB, SD Card, external hard drive, etc., in order to draw more demand for 

offline illegal reproductions. In such cases, the infringement is on a more serious level 

as hundreds of illegal reproductions are circulated through just one sale. In addition, 

the contents produced to provide online services like IPTV are leaked and are 

frequently used to produce illegal reproductions, and the quality of illegal 

reproductions are increasing along with the increasing quality of digital contents.
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In order to stabilize the implementation of the Webhard Registration System, 

Ministry of Culture, Sports and Tourism have strengthened enforcement and judicial 

process of webhard, heavy uploader, etc. Due to intensive investigation and regulation 

of webhard and torrent by the Special Judicial Police for copyright protection, the 

number of webhard and P2P websites has reduced to nearly half since the 

enforcement of the Webhard Registration System. Especially, great achievements in 

drastically reducing the number of unregistered businesses and websites were made 

as the number of businesses decreased by 80% and websites by 87% compared to 

the number prior to the enforcement of Webhard Registration System. In addition, as 

the reduction of illegal websites since the Webhard Registration System led to 

reduction of illegal reproduction uploads, the number of cases that uncovered and 

deleted illegal reproductions concerning webhard and P2P by the Copyright Protection 

Center has been also reduced by about 74.2% compared to the first half of the 

previous year. This achievement owes its success to continuous and strong 

enforcement in light of the fact that all of 78 unregistered websites was closed down 

through joint indictments with copyright organizations concerning unregistered 

websites right after the enforcement of Webhard Registration System.

In 2013, early measures against new online infringement media such as mobile, 

torrent and streaming link sites were also very active. The Copyright Protection Center 

expanded its The Disabled Home Monitoring Project  in order to strengthen the 

monitoring of illegal online distribution websites, which resulted in active operation 

of a total of 350 personnel and a constant 24 hour monitoring and response system 

along with Illegal Copyrights Obstruction Project (ICOP). In addition, the National 

Open Monitoring  system is currently under joint operation with the Korea Copyright 

Commission in order to enable netizens to voluntarily report illegal reproductions. 

National Open Monitoring can prevent the covert expansion of illegal reproductions 

because it can monitor illegal distribution activities taking place where internal 
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monitoring is difficult such as closed webhards, cafes, blogs and communities. It also 

enables quick response to copyright infringement following the spread of new 

methods and devices such as torrent, black market, smartphones and tablet PCs. The 

Korea Copyright Commission is making efforts to prevent copyright crimes with the 

Special Judicial Police for copyright protection by operating a Forensic Examination 

Team to conduct preliminary investigation, evidence collection and analysis 

concerning digital copyright infringement. 

The Ministry of Culture, Sports and Tourism and Korea Copyright Commission have 

set out to provide effective support for the advancement and protection of copyright 

into overseas areas, following the expansion of various copyrighted works such as 

K-pop, games and films. To this end, three countries (Brazil, India and Malaysia) where 

the Korean Wave is rapidly growing were selected and A survey on distribution and 

use of Korean copyrighted works in major Korean Wave countries  was released. Even 

though the Korean Wave is spreading throughout the world, the ratio of illegal use 

of Korean contents by emerging countries that are subject to the Korean Wave have 

been found to be more than half of the entire Korean contents market, and the main 

means of infringement was found to be via online. This report is significant as it is 

the first research that calculates the scale of Korean contents' consumption market 

in new countries influenced by the Korean Wave. In addition, the scale of Korean 

contents' illegal consumption market and distribution status in the three countries 

that have been found through the research will be utilized as basic data for copyright 

protection activities and business development within the emerging markets of the 

three countries by the policy authorities and relevant industries in the future  .

The Ministry of Culture, Sports and Tourism sought to unify the copyright protection 

system through the establishment of Copyright Protection Board  by integrating 

copyright protection tasks that had been divided into the Copyright Protection Center 

and Korea Copyright Commission. Currently, the Copyright Protection Center and 

Korea Copyright Commission are progressing copyright protection affairs that are 
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different from their characteristics each other. The Copyright Protection Center is in 

charge of gathering and disposal of illegal offline reproductions in accordance to 

Article 133 of the Copyright Act, as well as, monitoring of copyrighted works that have 

been entrusted by the owner and requesting suspension of production and 

transmission of illegal reproductions. Accordingly, it is playing an important role of 

preventing the spread of illegal reproductions by requesting and confirming immediate 

deletion to online service providers when online illegal reproductions have been 

uncovered, but the enforcement is limited to only copyrighted works that have been 

entrusted by owners. The Korea Copyright Commission is performing review, 

corrective recommendation and order concerning illegal reproductions in accordance 

with Article 133-2 and 133-3 of the Copyright Act. Since the speed of diffusion of illegal 

online reproductions right after their release is extremely fast, immediate response 

is crucial for minimizing damage. However, according to the law, a prior review by 

the Commission must be conducted in order to warn producers or transmitters of 

illegal reproduction and to perform deletion or suspension of transmission of illegal 

reproductions, etc. In addition, among the major functions of the commission, policy 

studies, etc., for the review adjustment and revitalization of copyrighted work 

utilization has conflicting interests with enforcement affairs. Therefore, by establishing 

Copyright Protection Board  through the unification of the two organizations  copyright 

protection functions, it seeks to ensure efficiency of copyright protection and 

strengthen the responsive system against copyright infringement. The unification of 

copyright protection system is being agreed by many as the crucial element in leaping 

towards an advanced country of intellectual property in the future. In 2013 as well 

as in 2014, the Ministry of Culture, Sports and Tourism has announced the 

establishment of Copyright Protection Board  as one of its objectives. In particular, 

the government has announced its intentions to continue efforts in the expansion of 

expert personnel through the Digital Forensic Center   in order to implement 

effective eradication of online distribution of illegal reproductions which is becoming 

more diverse each year.
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The Copyright Protection Center of the Korea Federation of Copyright Organizations 

(hereinafter Copyright Protection Center ) has been enforcing copyright infringement 

response and control tasks under the mutual cooperation with Copyright Protection 

Department of the Ministry of Culture, Sports and Tourism (5 regional offices, 

operation of special judicial police for copyright protection) and related agencies such 

as Korea Copyright Commission. The total number of illegal reproductions uncovered 

by the Copyright Protection Center in 2013 was 144 million articles  from 1.66 million 

cases, where the number of cases showed an 80% increase compared to the previous 

year, but number of articles decreased by 19%. Although the number of cases has 

doubled due to strengthened monitoring of new infringement media such as mobile, 

torrent and streaming link websites in line with the changes in distribution 

environment, the number of articles have decreased because the distribution centered 

on single files via single posts containing videos (films, TV) containing.

In terms of uncovering offline illegal reproductions in 2013, an achievement of 

13,743,205 articles from 1,798 cases was recorded . This is an increase by 399 cases 

compared to the previous year and a staggering increase in number of articles by 

13,103,915 (2,049.8%) articles. When looking at the overall crackdown performance 

of offline illegal reproductions, reproductions in the music area was the highest 

followed by videos and publications. The increase of crackdown compared to the 

previous year can be seen as the result of promoting focused control concerning mass 

storage media such as SD cards, monthly scheduled crackdown on manufacturers/ 

distributors of illegal reproductions (a total of 11 cases, 10,397,315 articles-based on 

commitments), regular monitoring activities of illegal reproductions by utilizing the 

elderly(silver) monitoring agents, etc. In addition, control on illegal reproductions of 

character products, etc., was newly implemented starting November 2013. This was 
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begun as a response to prevent illegal reproduction of characters following rapid 

expansion of character market subsequent to amazing popularity of Korean 

animations such as Pororo, Robocar Poli and Larva. The Copyright Protection Center 

plans to continue its regular inspections and scheduled crackdown on illegal 

character reproductions in 2014 as well.

In terms of uncovering online illegal reproductions in 2013, an achievement of 

130.31 million articles from 1.66 million cases was recorded. There was an increase 

by about 740 thousand cases compared to 2012, but the number of articles showed 

a decrease by 46.05 million articles. This is about 80.5% increase in terms of number 

of cases, and 26.1% decrease in terms of number of articles. In 2013, crackdown 

performance in all content areas except for software showed an increase compared 

to the previous year, and crackdown on videos, music and games showed large 

increase. The main cause of increase in the number of cases, unlike the number of 

articles, can be credited to the timely transition of main monitoring to new 

infringement media such as mobile, torrent and streaming link websites, which 

became the alternative methods due to the balloon effect following the decrease in 

the number of webhards . All these sites have the common characteristic of 

distributing videos (Movies, Broadcast programs) via a single file on a single post, 

unlike cartoons, publications, etc., that are distributed through thousands of 

compressed files in a single post. This is why there was a lot of influence on the 

increase in the number of cases and less influence on the number of articles.
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In order to support illegal reproduction monitoring, the Copyright Protection Center 

has established the Illegal Copyrights Obstruction Program (ICOP) which automatically 

searches and gathers evidence of illegal reproductions, and requests suspension of 

reproduction/transmission of these materials to Online Service Providers (OSP). In 

2013, a technology have been developed that can monitor BitTorrent-related websites, 

which is emerging as a new problem in illegal distribution since the enforcement of 

Webhard Registration System. BitTorrent is a new service that provides data-sharing 

between individuals through P2P protocol, and because of its convenience and 

efficiency, the number of users is growing exponentially. In the future, ICOP is 

expected to be utilized as a supporting tool for on and offline monitoring and control 

regulation by linking to each system (ICOP, killer contents early warning system, 

offline control support system) in order to strengthen efficiency. Finally, due to the 

expansion of smartphone usage, a system that can perform 24 hour monitoring online 

as well as for mobile devices is planned to be created by developing a technology 

for monitoring illegal reproductions on mobile websites and by developing technology 
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that can respond to infringements via streaming-type illegal distribution.

The Copyright Protection Center has been managing sites according to legitimate 

procedures and by designating websites that only distribute legal copyrighted works 

as Clean Sites  in order to prevent copyright infringements. The Clean Site 

designation project is expected to serve as a bridgehead that will strengthen copyright 

protection and the environment for healthy use of copyrighted works, as well as, 

establish legitimate services. For the designation of Clean Sites, expert groups from 

the Copyright Protection Center, legal profession, academia, industry, etc., were 

formed to prepare clean index  and guidelines for legitimate services concerning 

copyright. Through this, detailed methods and standard for legitimate services were 

presented, which raised the understanding on Clean Site OSPs and enabled overall 

assessment of sites' copyright protection level.

20 new Clean Sites were additionally designated in 2013 and showed an 

achievement of 122% increase compared to the previous year, and the Preliminary 

Clean Site Designation System was also progressed so as to designate 20 websites. 

In addition, a place for discussing the latest issues on copyright protection with the 

experts was prepared through the Copyright Clean Forum. Also, in order to raise 

public awareness on copyright protection, various methods were used to communicate 

with the public such as holding Copyright Clean Concert and latest film premiere in 

connection with the 2013 Dream Concert. Furthermore, in order to increase 

participation by contents-related enterprises, efforts were made in promotional 

activities for raising participation in clean site designation such as production/issue 

of promotional materials for enterprises, publishing monthly newsletters and 

advertising on major media, etc. Through such efforts, a total of 51 websites, 

containing 49 general websites and 2 special websites, have been designated as Clean 

Sites up to now, which is an achievement of 52% annual growth rate since 2011. 

In November 2013, the International Copyright Technology Conference (ICOTEC) 

2013  was held at COEX in Seoul for two days, which is organized by ICOTEC 
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Organizing Committee and Korea Federation of Copyright Organizations, etc., and 

hosted by the Ministry of Culture, Sports and Tourism, along with cooperation with 

WIPO. The ICOTEC 2013 which was the third conference this year was progressed with 

keynote speeches and invited talks from renowned people on and off the country in 

relation to copyright protection, as well as, forum, debating, etc., on the topic of 

Copyright Collaboration and Creative Technology . At the conference, the latest issues 

related to copyright technology was discussed such as international copyright 

technology and research trends, international copyright protection policies and 

copyright laws/system. And it provided various things to see and experience, as well 

as, employment opportunities for the visitors as many other events were prepared, 

which included copyright technology exhibition, Korea Copyright Commission Tech 

Conference, recruitment booth for copyright protection by national open monitoring 

(subject to the elderly and disabled), among others. 
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Since 2008, Korea Federation of Copyright Organizations has been conducting 

surveys to identify the volume of illegal reproduction in circulation and scale of the 

infringement. The current survey utilizes a standardized survey methodology to identify 

the market size of online and offline illegal reproductions and the scale of 

infringement caused by illegal reproductions, also by surveying music, Movies, 

broadcasting, publishing and game industries, the continuity of statistics was sought 

after. Additional purposes of the survey are to respond to foreign trade conflicts, and 

to utilize the survey as the basis for establishing domestic copyright protection policies 

and vision. The main contents are as follows:

 Analysis of the rate of experience in using on/offline illegal reproductions and 

utilization scale for each content area

 Analysis of usage status of illegal reproduction according to the characteristics 

of the respondents such as gender, age and region

 Estimation of the scale and rate of infringement on the legal copyrighted works 

market for each content area

 Analysis of the economic impact caused by the decrease of illegal reproductions 

by utilizing inter-industry relations table

The survey used a backtracking method by analyzing the usage experience of actual 

past users of illegal reproductions in order to calculate the size of the illegal 
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reproduction market. This method can be considered one of the most commonly used 

methods for surveying illegal reproduction market, excluding SW with special 

characteristics. 

The survey utilized web surveys and individual interviews, and was conducted in 4 

times a year(once per each quater). Online survey method was used for respondents 

in their teens through 40's who have high internet usage , and offline individual 

interview method was used for respondents in their 50's and 60's who have low 

internet usage. Because the web survey method guaranteed anonymity and was easily 

accessible by respondents who were reluctant in exposing their identity, it can be 

considered the choice survey method as this survey had a high possibility of 

respondents avoiding truthful response concerning illegal reproductions.

During the progress of the survey, the decision on legal or illegal materials of the 

5 contents (music, movie, broadcast program, publishing, game) was based on the 

copyright guidelines of the Copyright Protection Center. A more realistic estimation 

of the scale of infringement on the legal literary market was made possible by having 

the respondents answer the question on the number of legal copyrighted works that 

they actually purchased or intended to use among the illegal reproductions that the 

users purchased or used.

1) Survey System

 Subjects: the general public from the ages of 13 years to 69 years

 Valid Number of Respondents: 8,000 people

 Periods: May 2013 to February 2014

 Term: 4 times a year (quarterly surveys)

 Method: online survey (10-40's) and interview as well (50-60's)
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 Sampling: implementation of proportional allocation of the number of population 

by gender, age (teens ~ 60's) and region (16 cities and provinces) based on 

resident demographics in January 2013.

 Survey Term and Survey Reference Point

   Survey Method 

   - Online survey for 10 to 40's (self-entry by respondents)

   - Interview survey as well for 50 to 60's (personal interviews by professional 

interviewers)

   Survey Procedure

   - Online Survey: send email for target respondents among online panels then 

collect data filter poor responses resurvey confirm final data

   - Interviews: conduct interviews due diligence management and control by 

supervisor of each region aggregate questionnaire supplementary survey 

and resurvey final. data validation

   Data Validation: data validation during due diligence process (interview survey)

   - Random selection of more than 30% of collected questionnaires by expert 

inspectors for deciding whether visitation is needed, and for performing 

accuracy verification via telephone

   - The questionnaires that passed the first validation go through second validation 

through a computer program during editing and entry process.

   - Supplementary survey or resurvey is conducted for questionnaires that failed 

each step
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   Data Validation during Analysis Process

   - Comparison of the average and outliers by respondent characteristics (gender, 

age, region, etc.) 

   - Time series comparison/validation with previous survey results

2) Equation 

   The entire market for illegal reproductions is defined as the sum of both the 

online and offline markets for illegal reproductions.

   The following is the formula for computing the size of the online market for 

illegal reproductions :
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   The following is the formula for computing the size of the offline market for 

illegal reproductions :

   The total infringed size of legal copyright markets is defined to be the sum of 

the infringed size of online market by content area and the infringed size of 

offline market. 
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   The following is the formula for computing the scale(amount) of infringement 

of duly licensed works :

3) Sampling Error 

   Sampling error within 95% confidence interval of national estimated rate
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   Estimate results and sampling error of usage experience rate of illegal 

reproductions

   Estimate results and sampling error of illegal reproduction market size 
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   Relative standard error of usage experience rate of illegal reproductions

   Relative standard error of illegal reproduction market size 

   95% confidence level of estimated rate and estimated value
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4) Characteristics of respondents
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5) Definition of Survey Terms
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During the year 2013, approximately 13.49 million people, 33% of the Korean 

population, in the 13~69 age group have been found to have had experiences in using 

illegal reproductions. Rate of experience in using illegal reproductions (33.3%)  have 

increased by 0.9%p compared to the previous year. The rate have shown continuous 

decline since the 2008 survey and have slightly increased in 2013. More specifically, 

the rate decreased by 25.5%p in three years from 2008 to 2010 at 61.4% and 35.9% 

respectively, but it is showing a modest increase at 3.0%p from 2010 to 2013. 

When taking a closer look in terms of contents, the highest rate of experience in 

using illegal reproductions was found to be music  at 20.3% and the subsequent order 

was movies  19.4%, broadcast programs  14.1%, publications  6.9% and games  

4.9%. Although the rate of experience in using illegal reproductions in 2013 showed 

an increase in value compared to the previous year for all areas except broadcast 

programs , there weren't any significant differences per content compared to 2012. 

Based on the rate of experience in using illegal reproductions, music  was found to 
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show the highest increase in value compared to the previous year at 1.7%p, and the 

rate of experience in using illegal reproductions for each remaining contents were 

found to have increased or decreased within 1.0%p. 
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During the year 2013, approximately 12.2 million people, 30.7% of the Korean 

population, in the 13~69 age group have been found to have had experiences in using 

illegal reproductions online. Rate of experience in using online illegal reproductions 

(30.7%) have increased by 0.6%p compared to the previous year, and the rate have 

shown gradual increase or decrease since the significant decline from 54.1% in 2008 

to 37.0% in 2009. 

When taking a closer look in terms of contents, the highest rate of experience in 

using illegal reproductions was found to be movies  at 19.0% and the subsequent 

order was music  17.9%, broadcast programs  13.8%, publications  5.8% and games  

4.5%. Although the rate of experience in using online illegal reproductions in 2013 

showed an increase in value compared to the previous year for all areas except 

broadcast programs , there weren't any significant differences compared to 2012. The 

area that showed the most increase in value per content compared to the previous 

year was publications  at 1.4%p, and a decrease of 0.5%p compared to the previous 

year was found to be the case for broadcast programs .
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During the year 2013, approximately 3.89 million people, 9.6% of the Korean 

population, in the 13~69 age group have been found to have had experiences in using 

offline illegal reproductions. Rate of experience in using offline illegal reproductions 

(9.6%) have increased by 1.5%p compared to the previous year. The rate have shown 

continuous decline since the 2008 survey and have slightly increased in 2013. The rate 

of experience in using offline illegal reproductions is showing relative gradual 

increases or decreases since the significant decrease from 24.6% in 2009 to 9.4% in 

2010.

1) Size of Entire Illegal Reproduction Markets

The size of illegal reproduction market in 2013 was found to have increased 

compared to 2012 in terms of both distribution quantity and value amount. The size 
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of illegal reproduction market in 2013 that was identified for 5 areas (music, movies, 

broadcast programs, publications and games) through the survey was approximately 

2.41 billion, which is a 16.6% increase compared to 2012 (2.06 billion) and a 30.2% 

decrease compared to 2008 (3.45 billion). The distribution quantity of illegal 

reproductions showed a drastic decrease from 2008 to 2010 and a slight decrease 

in 2012, but it increased again in 2013. In addition, the size of illegal reproduction 

market (amount) is currently at about 372.8 billion won, which showed a continuous 

decrease since 2008, but a sharp increase in 2013. According to the analysis, the 

cause has been found to be a second increase in the distribution of illegal 

reproductions following the changes in use environment of contents and rise in 

distribution unit prices. 

When looking at the size of illegal reproduction market based on the quantity of 

distribution per content, music contents showed a 25.3% increase at about 1.66 billion 

songs compared to the previous year (1.33 billion songs), movies a 10.5% increase 

at about 240 million movies compared to the previous year (210 million movies), 

broadcast programs a 3.0% decrease at about 350 million broadcasting compared to 

the previous year (360 million broadcasting), publication contents a 3.2% decrease at 

about 30 million publications compared to the previous year (14 million publications) 

and game contents a 0.7% increase at about 25.49 million games compared to the 

previous year (25.31 million games).
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When looking at the proportion of illegal reproduction market per content, music 

content was found to have the highest proportion according to the survey as the order 

was found to be music 69.1%, broadcast programs 14.4%, movies 9.9%, publications 

5.6% and game 1.1%. Compared to other kinds, the music content takes a remarkably 

high proportion in this illegal market because it is in high demand across all age 

groups, musics or albums in fad are changing fast, and in terms of ways of usage, 

its using time per unit is relatively short while multiple copyrighted works can be 

distributed in a lump frequently.
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Next, based on the amount, the size of market calculated by applying the 

distribution price of illegal reproductions to the quantity of illegal reproductions is a 

total of 372.8 billion won, which is a 22.0% increase compared to 2012 (305.5 billion 

won). In terms of each content, music showed a 107.8% increase at 175 billion won 

compared to the previous year (84.2 billion won), movies a 19.2% decrease at 55 billion 

won compared to the previous year (68.1 billion won), broadcast programs a 38.6% 

decrease at 30.5 billion won compared to the previous year (49.7 billion won), 

publications a 9.1% increase at 73.6 billion won compared to the previous year (67.5 

billion won) and games a 7.4% increase at 38.7 billion won compared to the previous 

year (36 billion won).
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Meanwhile, an average of 59.4 articles (average of 4.95 per month) of illegal 

reproduction were purchased or used per capita for 13~69 age group in Korea during 

2013, and in terms of distribution path, 52.0 articles were found to be used online 

and 7.4 articles offline. This figure is equivalent to about 9,201 won (average of 767 

won per month) used on illegal reproduction consumption each month, and the 

expense online was found to be 1,368 won and 7,833 won offline.
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2) Size of Online Illegal Reproduction Markets

The size of online illegal reproduction market in 2013 was found to be approximately 

2.11 billion, which is a 14.4% increase compared to 2012 (1.84 billion) and a 26.8% 

decrease compared to 2008 (2.88 billion). The distribution quantity of illegal 

reproductions is showing increasing trends since the lowest point in 2010. On the 

other hand, the size of illegal reproduction market (amount)  is currently at about 

55.4 billion won, which showed a continuous decrease since 2008. The reason behind 

the reduction in the size of illegal reproduction market (amount) despite the increase 

in the distribution of illegal reproductions has been analyzed to be the transition of 

users from using charged websites such as P2P and webhard to free websites such 

as portals and torrent.

First, when looking at the size of online illegal reproduction market based on the 

quantity of distribution per content, distribution was highest for music and the 

subsequent order was found to be broadcast programs, movies, publications and 

games. The distribution quantity of illegally reproduced music was about 1.39 billion 

songs, which is a 22.4% increase compared to the previous year (1.14 billion songs), 

and movies showed an 11.2% increase at 230 million movies compared to the previous 

year (200 million movies). According to the survey, broadcast programs showed a 3.0% 
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decrease at about 340 million broadcast programs compared to the previous year (350 

million broadcasting), publications a 3.1% decrease at about 130 million publications 

compared to the previous year and games a 2.3% increase at about 19.23 million 

games compared to the previous year (18.79 million games).

The distribution quantities of illegal reproductions for music , movies  and games  

were found to have increased compared to 2012, and distribution quantities for 

broadcast programs  and publications  were found to have decreased. In particular, 

the distribution quantity of illegal reproductions for music  was found to have the 

largest increase. 

When looking at the size (distribution quantity) of online illegal reproduction market 

based on each distribution channel, distribution through torrent  was the highest with 

870 million (41%), then the subsequent order was webhard  with 760 million (36.8%), 

portal  with 290 million (13.6%) and P2P  with 180 million (8.6%) In terms of years, 

it was found distribution of illegal reproductions through P2P was the highest during 

2008 and 2009, for webhard during 2010 and 2011 and for torrent in 2013. 
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Next, based on amount, the size of market calculated by applying the distribution 

price of illegal reproductions to distribution quantity of online illegal reproductions 

was a total of 55.4 billion won, which is a 35.3% decrease compared to 2012 (85.6 

billion won). In terms of each content, music showed an 18.0% increase at 1.1 billion 

won compared to the previous year (930 million won), movies a 35.4% decrease at 

29.42 billion won compared to the previous year (45.57 billion won), broadcast 

programs a 63.5% decrease at 10.65 billion won compared to the previous year (29.19 

billion won), publications a 111.1% increase at 610 million won compared to the 

previous year (290 million won) and games a 41.3% increase at 13.64 billion won 

compared to the previous year (9.66 billion won).
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3) Size of Offline Illegal Reproduction Markets

The size (distribution quantity) of offline illegal reproduction market in 2013 was 

found to be approximately 300 million, which is a 35.3% increase compared to 2012 

(220 million) and a 47.5% decrease compared to 2008 (570 million). The distribution 

quantity of offline illegal reproductions showed a record low since the survey in 2012, 

but it has sharply increased again in 2013. The size of the illegal reproduction market 

converted into value also showed a continuous decline, but again sharply rose in 2013. 

This can be seen as the result of Hyodo Radio (portable radio)  effect, which spread 

rapidly in 2013. Because the Hyodo Radio composed of a SD card with about 2,200 

illegally reproduced songs, it had a significant ripple effect. The market size of other 

offline illegal reproductions other than music showed a slight decrease as it did in 

2012.
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First, when looking at the size of offline illegal reproduction market based on the 

quantity of distribution per content, distribution was highest for music and the 

subsequent order was found to be movies, publications, broadcast programs and 

games. The distribution volume of illegally reproduced music has increased by 42.4% 

compared to the previous year (190 million songs) with 270 million songs, illegally 

reproduced movies have decreased by 3.4% compared to the previous year (10.59 

million movies) with 10.23 million movies, the number of broadcast programs has 

decreased by 3.2% compared to the previous year (8.21 million programs) with 7.94 

million programs, the number of publications has decreased by 4.3% compared to 

the previous year (9.21 publications) with 8.81 publications, and the number of games 

has decreased by 4.0% compared to the previous year (6.52 million games) with 6.26 

million games.
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In comparison to 2012, distribution quantity of illegally reproduced music  showed 

an increase, while broadcast programs , movies , publications  and games  

decreased. In particular, the distribution quantity of illegal reproductions for music  

was found to have decreased significantly in 2010 and 2012, but sharply rose again 

in 2013. 

When looking at the proportion of offline illegal reproduction market per content, 

music content was found to have the highest proportion according to the survey as 

the order was found to be music 89.0%, movies 3.4%, publications 2.9%, broadcast 

programs 2.6% and games 2.1%.
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Next, based on value, the size of market calculated by applying the distribution 

price of illegal reproductions to distribution quantity of offline illegal reproductions 

was a total of 317.4 billion won, which is a 44.4% increase compared to 2012 (219.8 

billion won). In terms of each content, music showed a 108.8% increase at 173.9 

billion won compared to the previous year (83.3 billion won), movies a 13.7% increase 

at 25.6 billion won compared to the previous year (22.5 billion won), broadcast 

programs a 3.2% decrease at 19.9 billion won compared to the previous year (20.5 

billion won), publications an 8.7% increase at 73 billion won compared to the previous 

year (67.2 billion won) and games a 5.0% decrease at 25 billion won compared to the 

previous year (26.4 billion won).
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1) Scale of Infringement on the Entire Market of Legal Copyrighted Works

The scale of infringement on the market of legal copyrighted works can also be 

distinguished by quantity (infringement quantity) and amount same as in the size of 

illegal reproduction market. First, the quantity of infringement refers to the number 

of legal copyrighted works that weren't able to be purchased or used due to the 

purchase or use of illegal reproductions. The amount calculated by multiplying the 

retail price to the above quantity of infringement is the infringement amount. From 

here on, the scale of infringement on legal copyrighted works is analyzed separately 

as infringement quantity and amount. The quantitative trends of infringement scale 

can be seen through infringement quantity analysis, and the scale of direct (primary) 

and economic losses to the contents industry due to losses in final demand can be 

estimated through the infringement amount analysis. 
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As mentioned earlier, the market size of illegal reproductions was found to be 

approximately 372.8 billion won, and the market size of legal copyrighted works that 

was infringed by such illegal reproductions was estimated at about 2.4 trillion won. 

This value is the result that has been calculated based on the method shown in 

Chapter 2-1 Calculation method for the scale of infringement on the market of legal 

copyrighted works . Because of the distribution unit price difference between illegal 

reproductions and legal copyrighted works, the scale (amount) of infringement on the 

market of legal copyrighted works is about 6.4 times larger than the illegal 

reproduction market.

When looking at it more closely, the infringement quantity of illegal reproductions 

in the year 2013 was found to be about 1.19 billion articles, which is a 1.8% increase 

compared to the previous year (1.17 billion articles) and a 23.5% increase compared 

to 2008 (961.54 million articles). According to the analysis, the size of market 

calculated by applying the distribution price of legal reproductions to this infringement 

quantity was a total of 2.4 trillion won, which is an 8.1% increase compared to the 

previous year (2.22 trillion won) and a 1.0% decrease compared to 2008 (2.42 trillion 

won). 
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The scale (infringement quantity) of infringement on the market of legal copyrighted 

works has greatly increased in 2011, and it had a slight decrease in 2012 and is 

showing slightly increasing trend in 2013. The scale (infringement amount) of 

infringement on the market of legal copyrighted works showed a relatively high rise 

and fall in 2011 and 2012, and it is again showing increasing trend in 2013.

2) Scale of Infringement on the Market of Legal Copyrighted Works by Content

When looking at the scale of infringement (infringement quantity) on the market 

for legal copyrighted works by content, music  was found to be the largest with 800 

million (74.1%), and the subsequent order was broadcast programs  at 135.27 million 

(11.4%), movies  at 111.32 million (9.4%), publications  at 43.05 million (3.6%) and 

games  at 17.69 million (1.5%).
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When the scale of infringement on the market of legal copyrighted works is 

compared to 2012 based on infringement quantity, music  showed a 1.4% (about 

11.76 million articles) increase, movies  a 0.4% (about 422 thousand articles) 

increase, broadcast programs  a 5.3% (about 6.79 million articles) increase, 

publications  a 2.5% (1.04 million articles) increase and games  a 10.5% (about 1.68 

million articles) increase. In addition, the scale of infringement (number of cases) on 

the entire market of copyrighted works was found to have increased by 1.9% (about 

21.69 million) compared to 2012.
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When looking at the scale of infringement on the market for legal copyrighted works 

based on amount, movies  was found to be the largest with 773 billion won (32.2%), 

and the subsequent order was music  at 609.8 billion won (25.4%), games  at 518.6 

billion won (21.6%), publications  at 321.2 billion won (13.4%) and broadcast 

programs  at 176 billion won (7.3%).
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When the scale of infringement on the market of legal copyrighted works is 

compared to 2012 based on amount, music  showed a 4.4% (about 25.8 billion won) 

increase, movies  a 17.6% (about 115.5 billion won) increase, broadcast programs  

a 10.5% (about 16.7 billion won) increase, publications  a 7.9% (23.5 billion won) 

increase and games  a 0.3% (about 1.3 billion won) decrease. The scale of 

infringement on the entire market of copyrighted works was found to have increased 

by 17.5% (about 387.7 billion won) compared to 2012.

3) Scale of Infringement on the Market of Copyright Works by On/Offline 

Distribution Channel

If the ratio of infringement on the market of legal copyrighted works per on/offline 

illegal reproductions in 2013 is observed, infringement on the market of copyrighted 

works was found to be much larger by online illegal reproductions than offline 

reproductions for all five contents. The ratio of infringement on the market of legal 

copyrighted works by online illegal reproductions was found to be 82.0% and the ratio 
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by offline illegal reproductions was 18.0%, and these figures show almost no 

difference compared to the survey result compared to 2012. When the increase of ratio 

per content is compared to the previous year, the ratio of infringement on the market 

of legal copyrighted works due to online illegal reproductions have increased for 

movies, broadcast programs and publication contents, while the ratio of infringement 

on the market of legal copyrighted works due to offline illegal reproductions have 

increased for music and game contents.

With a closer look at the scale of infringement on the market of legal copyrighted 

works per on/offline illegal content based on the amount, the scale of infringement 

caused by online illegal reproductions have decreased for music and game contents 

in comparison to 2012, and scale of infringement caused by offline illegal 

reproductions was found to have increased for all contents except publications. In a 

situation where there is little change in the quantity of infringement on the entire 
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market of legal copyrighted works, the reason for the increase in the scale of 

infringement on the market of legal copyrighted works by offline illegal reproductions 

can be credited to offline illegal reproduction users' intention to buy genuine products.

4) Potential Ratio of Infringement on the Market of Legal Copyrighted Works

When the scale of infringement on the market of legal copyrighted works and the 

market size of legal copyrighted works are compared, the scale of infringement on 

the market of legal copyrighted works for each music, movies, broadcast programs, 

publication and game content (609.8 billion won, 773 billion won, 176 billion won, 321.2 

billion won and 518.6 billion won) are smaller than each market size of legal 

copyrighted works (861.2 billion won, 2.28 trillion won, 3.55 trillion won, 4.86 trillion 

won and 1.29 trillion won).
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When infringement does not occur through the sum of scale of infringement on 

markets of legal copyrighted works and market size of legal copyrighted works, the 

potential market size of legal copyrighted works that should have developed can be 

estimated. Upon eradication of illegal reproductions, an additional 2.4 trillion won legal 

copyrighted market can be created, and if the current market size of legal copyrighted 

works is added to this figure, the potential market size of legal copyrighted works 

can be estimated to 14.97 trillion won.
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Potential ratio of infringement on the market of legal copyrighted works  refers 

to the proportion of scale of infringement on the market of legal copyrighted works 

in the potential market size of legal copyrighted works, which was found to be 16.0% 

in 2013. This figure is a 0.2% decrease compared to the ratio of infringement on the 

market of copyrighted works in 2012 (16.2%) and a 6.3% decrease compared to the 

ratio in 2008 (22.3%), which indicates that the copyright protection environment is 

continuously improving. 
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On the other hand, when the potential ratio of infringement on the market of legal 

copyrighted works in 2013 is observed, music was found to be 41.5%, movies 25.3%, 

broadcast programs 4.7%, publications 6.2% and games 33.5%. When compared to 

the previous year, music decreased by 0.9%p, movies increased by 0.5%p, publications 

increase by 0.3%p and games decreased by 9.1%p. broadcast programs was found 

to be at the same level in comparison to the previous year.

1) Analysis of Survey on the Market Size of Illegal Reproductions

The total number of illegal reproductions domestically distributed in 2013 was 

approximately 2.47 billion articles, and among them, about 2.16 billion were online 

illegal reproductions and about 301 million articles were offline illegal reproductions. 

Online proportion concerning the distribution quantity of illegal reproductions is 87.0%, 

and it has been steadily rising since 2009 . The distribution quantity of online illegal 

reproductions was found to be about 7 times greater than the distribution quantity 

of offline reproductions in 2013, and the online illegal reproduction market was found 
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to be larger than the offline market in terms of all 5 contents (music, movies, 

broadcast programs, publication and game).

The reason for large online distribution quantity of illegal reproductions can be 

credited to the advantages of easy access via the Internet and cheaper purchase price 

in comparison to offline illegal reproductions. The rise in the distribution quantity of 

online illegal reproductions can also be credited to the frequent distribution in a single 

large quantity as more than 100 songs are stored in one compressed file in the case 

of online illegal music reproduction which takes up the largest proportion in the entire 

illegal reproduction market, and in the case of TV and cartoon contents as well, entire 

volumes are often distributed at once through a single compressed file. 

Changes in the use environment of contents are also one of the reasons for the 

increase in the distribution quantity of online illegal reproductions. According to the 

survey, the number of smart device users has exceeded 30 million in 2012 and about 

68.8% of the people in Korea own their smartphones. Also, the age group that uses 

smartphones is expanding as 69% of elementary, middle and high school students 

own a smartphone. With such changes in the technological environment, the smart 

device users who exceed more than half of the population are now able to use 

contents from a variety of areas through one device. For example, only music files 

were able to be played by MP3 players that were widely used several years ago, but 

through the recent smartphones, tablet PCs, etc., even video files, electronic books 

and games can be used as well as music files. While legal use environment for 

contents users has been developed through the activation of IPTV services, demand 

for illegally reproduced videos is also on the rise as the latest high quality films and 

TV have begun to be illegally reproduced and distributed online. With the formation 

of such environment for using legal contents, there have been positive effects in 2013 

such as the overall growth of the contents industry following the popularization of 

core contents that are leading the market such as music, films, drama, cartoons and 

games, but it also resulted in negative outcome such as the increase in the 

distribution of illegal online reproductions due to the rise in their demand. 

Meanwhile, the market size of the entire illegal reproduction market in terms of 
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amount has been found to be approximately 372.8 billion won. In this figure, online 

illegal reproductions were found to take up about 14.9% at 55.4 billion won and offline 

illegal reproductions to be about 85.1% at 317.4 billion won. The reason for the 

unexpected greater market size (amount) of offline illegal reproductions compared to 

online illegal reproductions in terms of distribution quantity is because the purchase 

price of offline illegal reproductions is much more higher than the online illegal 

reproduction purchase price. In the case of online illegal reproductions, only the cost 

to purchase the first legal article or the cost of acquiring the illegal reproduction 

occurs, but for offline illegal reproductions, the cost of buying CDs, DVDs, tapes, etc., 

as well as, distribution costs, etc., are added on top of the costs for acquiring the 

initial or illegal articles. Such costs influence the sales price of offline illegal 

reproductions. On the other hand, because there aren't any separate purchase costs 

for torrent or portals among online distribution channels, the use of illegal 

reproductions via such channels has no influence on the market size (amount) of 

illegal reproductions. In the case of P2P and webhard as well, the purchase cost of 

illegal reproductions is very low compared to offline purchases.

As the proportion of online distribution was found to be 87.0% according to the 

survey result concerning the distribution of illegal reproductions, the severity of illegal 

reproduction distribution is clearly more significant for online distribution than offline. 

When the distribution quantity of illegal reproductions per OSP type is observed, the 

highest distribution of illegal reproductions were found to be through torrent overall 

as the distribution quantity through torrent in terms of each content was found to 

be the highest for music, movies, broadcast programs and publication, while 

distribution quantity via webhard was the highest for game contents.
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When looking at the entire distribution ratio, 41.5% of online illegal reproduction 

market was accounted by torrent, and the subsequent order was webhard 36.0%, 

portal 13.7% and P2P 8.7%. Distribution of illegal reproduction through webhard was 

the highest up to 2011 according to the survey, but with the balloon effect from the 

enforcement of the Webhard Registration System  since May 2012, distribution via 

torrent increased greatly, and distribution through torrent was found to be still the 

highest in 2013.  According to the analysis, the reason for the continuously high use 

of torrent despite large reductions of webhard sites since the Webhard Registration 

System seems to be the revitalization of illegal reproduction uploads on torrent 

services in Korea due to the rise in overseas demand for K-Pop, drama and films 

caused by the Korean Wave. Despite the development of webhard as a new distribution 

service in film and TV industries following the activation of partnership (legal) services 

for movies and broadcast programs on webhards, illegal reproductions are still being 

distributed on webhards due to illegal contents management (using roundabout 

methods to avoid technical measures) by webhard enterprises, and illegal 

reproductions of the latest copyrighted works that have high demand are especially 

being distributed on webhard. In addition, distribution of illegal reproductions via 

portals has decreased in 2012 compared to 2011, but the level has increased to the 
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2011 level again in 2013. The overall increase of demand in the contents industry in 

2013 seems to have caused the increase of illegal reproductions on portals, and the 

portals are especially being used as a major channel that provides the location of 

illegal reproductions posted on cafes or blogs. However, illegal reproductions on P2P 

are showing a gradual decreasing trend, and it seems to be caused by the transfer 

to torrent due to the download speed. But, it seems there are continuous demands 

for illegal reproductions on P2P due to stronger enforcement on torrent websites 

(message board type).

It should be more reasonable to review the analysis on the market size fluctuation 

of illegal reproductions based on distribution quantity rather than amount of money. 

This is because there is no additional cost, that is, purchase cost for using torrent 

or portals, so there is no influence to the market size (amount) of illegal reproductions 

no matter how great the distribution quantity of illegal reproductions may be. Therefore, 

market size of illegal reproductions will be analyzed based on distribution quantity.

When the market size of illegal reproductions is observed based on the number 

of cases, the content with the largest distribution was once again music same as the 

previous year with illegal distribution of 1.66 billion songs. This is approximately a 

25.3% increase compared to the previous year, which is the largest increase among 

other illegal reproductions. Among the figure, about 1.39 billion songs were distributed 

online, which is a 22.4% increase compared to the previous year. In particular, about 
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270 million songs were found to have been distributed offline, which is a 42.4% 

increase compared to the previous year at 190 million songs. The cause of increase 

in illegally reproduced music in 2013 compared to 2012 should be observed from both 

online and offline perspectives. First, the large 42.4% increase in offline music content 

seems to have caused by the so called Hyodo Radio , which was first introduced at 

the beginning of 2012 summer and quickly spread to the elderly population in 2013. 

Hyodo Radio  is a portable radio with speakers that consists of a SD card with illegally 

reproduced music, where one 4GB SD card holds over 2,200 songs. Prior to the 

appearance of the Hyodo Radio , the distribution of offline illegal music was on a 

downward trend due to the expansion of the digital music market, but its sales grew 

large because it had the advantage of convenience for the elderly population who are 

not familiar with the digital culture and because it held a large amount of trot songs. 

In particular, the survey showed that the main purchase group of SD cards was 30~40 

age group, proving the reason for its name Hyodo Radio (filial radio) . The market 

size (distribution quantity) of online illegally reproduced music showed a large 22.4% 

increase compared to the previous year, and as mentioned before, it can be credited 

to the simultaneous increase of illegal reproduction consumption along with the 

increase in the overall contents consumption caused by popularity of smart devices. 

In other words, the increase of digital music contents caused by the convenience of 

online network access through mobile devices and the popularization of smartphones 

seems to have led to the increase in online illegal music reproductions. In particular, 

the impact from the popularization of smartphones is estimated to have caused a 

bigger impact compared to other contents due to the characteristics of music 

contents, having high frequency of use and relatively short time in using the contents. 

In addition, with the success of music contents through the Gangnam Style craze in 

2012 along with audition programs such as I am a singer  and K-Pop Star , as well 

as, C'est Si Bon  and youth-oriented commercial music to even music for the older 

generations, it seems demand for illegally reproduced music has increased along with 

the demand for Korean popular music, that is, demand on legal music contents. Such 

music contents have relatively smaller file size compared to other illegal 

reproductions, cheaper when charged based on file size and are also easier to use. 
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In addition, they have an overall high demand for all age groups, fast conversion cycle 

in terms of trend and has the characteristic of having a shorter use time per unit 

in relation to the nature of consumption behavior. 

The distribution quantity of illegal movies in 2013 was found to have increased by 

10.5% at 240 million movies compared to the previous year, and online illegal 

reproductions among them was 230 million movies, whereas offline was 10 million 

movies. Online illegal reproductions accounts for about 95.7% of the entire illegally 

reproduced movies market, which has increased by 11.2% compared to 2012. Although 

the number of websites that distribute illegal reproductions have greatly decreased 

in 2013 even in terms of its absolute number since the full-scale implementation of 

the Webhard Registration System in 2012, but the increase of illegally reproduced 

movies online can be described by three main reasons. First, as mentioned earlier, 

it is the rise in demand for all contents due to the popularization of smart devices. 

Second, the demand for illegal reproductions of movies seems to have increased 

greatly along with the overall boom of the movies industry such as the record number 

of audience exceeding 100 million people in October 2013 caused by increase in the 

number of premiers in 2013 and box office success by the domestic and overseas 

movies. Finally, it is the increase in the distribution of illegal reproduction of 

high-quality movies at the same time as the release of the movies in theaters caused 

by the stabilization of IPTV services, which resulted in the increase of movies that 

can be viewed at the same time as the film's release in theaters through paid VOD, 

as well as, increase of movies that are released after they are held back for a certain 

period. In the case of movies and broadcast programs, an environment that provides 

convenient use of movies or broadcast programs contents is being developed with a 

stronger connectivity between PC, broadcast programs, smart devices, etc., through 

technologies such as Bluetooth or Near Field Communication (NFC), following the 

advancement of technology where large digitized files can be transferred to storage 

devices and viewed via PC, TV or on the go through smart devices that are mobile. 

When the distribution of online illegally produced movies is observed by channel, P2P 

showed a 14.5% decrease and webhard showed a 7.6% decrease compared to the 

previous year. On the other hand, torrent showed a 36.1% increase and portal showed 
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a 54.5% increase compared to the previous year. However, offline illegally reproduced 

movies showed about 3.4% decline compared to the previous year. With the 

development of storage media and distribution of illegally reproduced high-quality 

films that are converted through the Internet and IPTV, the need for offline illegal 

films that are relatively expensive has diminished from the perspective of the users. 

The distribution quantity of offline movies are expected to continue on its declining 

trend in light of the fact that online contents are replacing the demand for offline 

contents as the offline markets such as video rental and sell-through markets like 

DVD and Blu-ray are decreasing rapidly.

In the case of illegal reproduction of broadcast programs, the distribution quantity 

has decreased by 3.0% at about 350 million articles in 2013 compared to the previous 

year. In terms of on/offline channels, a 3.0% decrease was shown online and 3.2% 

by offline. The online distribution quantity was about 340 million articles, which 

accounts for 97.7% of the entire illegal reproduction of broadcast programs. Offline 

illegal distribution accounts for 2.3%, and distribution of offline illegal broadcast 

programs is expected to show continuous declining trend as same as in movies 

because broadcast programs are also being replaced by digitized online contents. In 

terms of online distribution channels, distribution quantity by torrent decreased by 

10.6% compared to the previous year, and decreases were also shown by P2P and 

webhard by 2.0% and 5.5% respectively. On the other hand, distribution quantity of 

portal was increased by 35.0% compared to the previous year. A more systematic 

copyright protection environment is being developed through heightened copyright 

protection awareness, strengthened illegal reproduction monitoring, enforcement of 

Webhard Registration System, etc. However, even though many webhard enterprises 

have transferred over to the legal market through partnership contract with each 

broadcasting enterprises, many are still illegally operating through roundabout 

methods such as bypassing technical measures or operation of secret clubs where 

partnership contents don't apply. There is a need for enhanced protection activities 

for broadcast programs in the future because the distribution of broadcast programs 

is likely to increase despite the decreasing trend of illegal reproductions. This is 

because, unlike movies, a stable demand for broadcast programs exists because they 
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are produced on a daily basis such as entertainment programs and dramas. 

Especially, the use environment of the contents is becoming more convenient due to 

smart devices, and illegal reproductions are currently being uploaded online 

immediately after the broadcast of the programs. In addition, because broadcast 

programs are distributed via foreign streaming sites in real-time immediately after 

broadcasting, following the rise in demand for Korean broadcast programs due to 

influences of the Korean Wave, and because smart applications that are developed 

by taking advantage of this are being distributed through official App markets, torrent, 

webhard, etc., a responsive measure is needed in the future. 

The distribution quantity of illegal reproduction of publications have decreased by 

3.2% compared to the previous year, and in terms of on/offline channels, both showed 

a decrease of 3.1% and 4.3% respectively. This figure is almost the same level as 

in 2012, which indicates that illegal publications are being distributed both online and 

offline. In particular, the reason for slight decrease in 2013 after the overall decrease 

in 2012 by about 70% in comparison to 2011 can be credited to the increasing 

participation by universities concerning compensation program for educational 

purposes along with continuous crackdown on university towns by the Copyright 

Protection Center. Other reasons can be autonomous guidance activities by 

universities in connection with compensation program for educational purposes and 

the expansion of copyright protection awareness concerning illegal copying through 

increase in copyright education. However, electronic publications are being preferred 

by college students due to the popularity of tablet PCs and because the distribution 

condition of illegal publications is changing according to the change in technological 

environment with the increase of illegal book-scanning enterprises along with such 

change in demands, there is a current need to establish a method for regulation and 

responsive measure in terms of policy. 

In the case of online illegally reproduced publications, there have been decreases 

in portal, P2P and torrent by about 19.6%, 10.9% and 6.9% respectively, whereas only 

webhard showed an increase by 11.7%. The largest proportion of genre among the files 

being distributed on webhard is cartoon, and the subsequent order was found to be novels 
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centering on fantasy and martial arts novels. Although the electronic book market 

is yet to be fully active, as online publishing market in the form of eBooks is expected 

to show steady increase in the future due to the increase of smart devices, there is 

a need to establish a plan that can effectively respond to online illegal publications. 

In the case of illegally reproduced game contents, about 26 million distribution 

cases have been found, where online distribution showed a 2.3% increase with about 

19 million cases compared to the previous year and offline distribution showed a 4% 

decrease with about 6 million cases, thus showing a similar level as the previous year. 

As it is the same with other contents, it is especially important to identify the 

distribution method of illegally reproduced games in terms of each current game 

platform. In the case of online games which has been showing rapid growth recently, 

it is impossible to use illegal reproductions because the game platform is accessed 

in real-time by downloading the program through an access ID, and illegal use of 

arcade games are also difficult for individuals due to issues of costs, installation, etc., 

concerning illegal reproductions. The possible areas of illegal reproduction are mobile 

games, video games and PC games, where the current areas with the highest 

distribution of illegal reproductions are PC and video games. Due to a recent rise in 

demand for mobile games following the spread of smart devices, game applications 

that have been modified to use charged mobile game applications for free are steadily 

increasing in portals, webhards and torrent. While, PC games can originally be used 

by installing the game in a CD format onto a PC, genuine game CDs are converted 

into image files such as iso and are being illegally distributed online, or the CD itself 

is illegally reproduced and distributed offline. In the case of video games, game CDs 

and game chips are illegally reproduced and distributed online and offline. When the 

market share of the domestic game market per platform that has been recently 

reported is observed, it was found that online games accounted for about 86.0%, 

mobile games 10.1%, video games 2.0%, PC games 0.8% and arcade games 1.0%. 

While, online games and mobile games are showing rapid growth, PC games and video 

games are showing a continuous decline.  However, in terms of platform-specific 
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market share of the world's game market, video games account for 39.7%, arcade 

games 22.6%, online games 18.9%, mobile games 12.5% and PC games 6.3%, which 

shows that market share of video games and PC games are relatively high compared 

to Korea. In the case of Korea, there are high demands for online games due to the 

prevalence of high-speed Internet network and high utilization of the Internet, but 

because there is still high demand for video games and PC games, such demand is 

currently not extending to the legal product market due to the distribution of illegally 

reproduced games. From this perspective, the reason for the similar distribution level 

of online illegal games compared to the previous year indicates that there still is a 

high demand for illegal video games and PC games, but as the they are gradually 

being replaced by online and mobile games, on/offline illegal distribution quantity of 

video and PC games is expected to decrease in the future. 

2) Analysis of Scale of Infringement on the Market of Legal Copyrighted Works

According to the survey result, potential ratio of infringement on the market of legal 

copyrighted works (hereinafter "market infringement ratio") in 2013 was found to be 

16.0% and declining steadily since 2008. Infringement ratio decreases when the 

market size of legal copyrighted works increases, and infringement ratio increases 

when the scale of infringement on the market of legal copyrighted works increases 

. The decrease of market infringement ratio indicates that the ratio of damage due 

to illegal reproductions have decreased in comparison to the market size of legal 

copyrighted works. However, despite the increase in scale of infringement on the 

market of legal copyrighted works by 8.1% compared to the previous year in 2013, the 

market infringement ratio was calculated to be 0.2%p lower than the previous year 

because the increase in market size of legal copyrighted works (about 9.4% increase 

compared to the previous year) was higher than the increase of infringement scale. 
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Market infringement ratio is different for each content and this is because the 

infringement ratio is determined by a variety of complex factors such as unique nature 

of content, price of genuine product, consumption method, possibility of genuine 

product replacement, accessibility of illegal reproduction and actual demand for the 

content. For example, a movie theater has various purposes as a leisurely space other 

than for watching films, so there is a qualitative difference between legal and illegal 

content. Consumption method for contents is also determined depending on whether 

the purpose is for possession or one-time consumption, and consumption rate of legal 

copyrighted works is relatively high for academic books because the number of users 

is limited and long-term storage rather than one-time use should be possible, etc. 

On the other hand, infringement ratio is relatively high for music as illegal 

reproductions have replaced the demand for legal copyrighted music. 

Upon comparison of 2012 and 2013 scale of infringement on the market  of legal 

copyrighted works, there was an increase of about 180.1 billion won (8.1%) in terms 

of amount from 2.22 trillion won in 2012 to 2.4 trillion won in 2013, and based on 

number of infringement cases, there was an increase of about 21.69 million cases 

(8.1%) from 1.17 billion cases in 2012 to 1.19 billion cases in 2013.

The scale of infringement (amount) on the market of legal copyrighted works is 

calculated by multiplying the unit price of genuine product to the market infringement 

quantity. However, because the unit price of genuine product contents that are 

distributed online is relatively lower than offline contents, the increase rate of the 

scale of infringement on the entire market (amount) is not high despite higher 

infringement on online contents. On the other hand, when there is increase or 

decrease of infringement on the contents (CD, DVD, theater, etc.) that are distributed 

offline, large fluctuations in the scale of infringement (amount) on the entire market 

is inevitable because the unit prices of offline genuine products are high.
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However, according to Table -23 , the scale of infringement on the market of 

legal copyrighted works based on number of cases in 2013 have increased by 39.7% 

at 735 million case compared to 2012, whereas the number of offline cases have 

decreased by 29.2% at 453 million cases. In particular, online scale of infringement 

on the market of legal copyrighted works (61.9%) has exceeded offline scale of 

infringement (38.1%) in 2013, and the reason can be credited to the higher demand 

for digital contents than the offline contents such as books, CDs and DVDs. Main 

reasons for such changes in demand can said to be the development of environment 

that allows easy utilization of contents at anytime and anywhere through popular use 

of smart devices. Also, technological developments in distribution of distributing 

especially 3D, high-definition and high-capacity contents, as well as, prevalence of 

mobile smart devices are also major reasons. According to such environmental 

changes, the perception of copyright by the users are improving as there are more 

users who intend to buy/use genuine contents by paying the legitimate price, and such 

positive changes are expected to continue.

When looking at the scale of infringement standard on the market of legal 

copyrighted works by content, the overall infringement scale for music was found to 

have increased by 1.4% compared to the previous year, whereas online infringement 

scale has increased by 63.2%. According to the 2013 Contents Industry Statistics in 

connection with the increase of online infringement, the digital music market was 
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found to be rapidly growing as the Internet/mobile music service industry had a 9.1% 

increase in sales compared to the previous year, 23.8% increase in terms of average 

annual growth, among others.  Such phenomenon indicates that there is an increase 

in demand for online music contents, and the reason for increase of online 

infringement can be found here as well. In addition, the demand of digital music 

seems to have increased for all age groups with the increase in the distribution rate 

of smartphones. And despite the increase of music service prices following the music 

service fee regulation in 2012, the actual fee of purchasing/using music experienced 

by the users was lowered due to price policy that applied high discount rate following 

intensified competition within the music service industry due to the spread of smart 

devices, which also resulted in a certain amount of influence. In addition, after the 

big success of the song Gangnam Style , the demand for online music contents have 

increased as the music that was broadcast through audition programs were 

distributed as songs  in the domestic market. On the other hand, offline infringement 

scale was found to have decreased by 32.6%, which indicates that the copyright 

infringement has moved to online where digital songs are distributed. Also, the gap 

of absolute movement towards online has increased in 2013 and such trend is 

expected to continue in the future. 

In the case of movies and broadcast programs, the online scale of infringement 

(infringement quantity) on the market of legal copyrighted works have increased by 

4.0% and 5.8% respectively compared to the previous year, and there were 5.6% and 

5.3% decrease respectively for offline infringement. An environment which allows easy 

purchase of online contents has been formed due to the revitalization of IPTV, digital 

video download and VOD market, as well as, increase in the distribution of videos in 

the form of legal contents on webhard, and such environment was found to be the 

reason that increased the scale of infringement on online legal copyrighted works. 

Also, infringement on online legal copyrighted works seems to have increased due 

to the popularity of portable players such as smartphones. And the increasing 

intention to even buy genuine products if there aren't any illegal reproductions is 
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another reason for the increase as the desire to used and own high-capacity and 

high-quality digital videos is increasing. On the other hand, the 5.6% and 5.3% 

decrease in movies and broadcast programs respectively in terms of infringement on 

offline legal copyrighted works is a reflection of the decline in the video rental and 

sell-through markets (DVD, Blu-ray sales). In addition, there is currently a large online 

distribution of high-quality HD files and because these files can be viewed in high 

definition on TV through a separate player on a laptop computer, it is relatively 

unnecessary to buy expensive offline legal copyrighted works such as DVDs unless 

for the purpose of long-term ownership, which is another reason for the decrease 

in online infringement scale.  

The scale of infringement (infringement quantity) on publications showed a 2.5% 

increase compared to the previous year as 5.9% increase was shown online and 0.1% 

decrease offline. The reason behind the decrease of illegal publication market by 

about 3.2% and slight increase of infringement scale (infringement quantity) can be 

the increase in the users' intention to purchase genuine publications. In the case of 

offline infringement, the demand is moving towards electronic publications such as 

eBooks as a substitute following the decrease (4.3%) in offline market for illegal 

publications due to continuous enforcement and promotional activities, and the 

increase of infringement on online publications can be credited to the fact that 

electronic publication market is gradually becoming more active due to the spread 

of smart devices and electronic book reading devices. According to the 2013 Contents 

Industry Statistics , even though the sales amount of Internet/mobile electronic 

publishing production industry and Internet/mobile electronic publishing service 

industry are low at 0.9% and 0.6% respectively, their average annual growth are 

showing rapid increases at 29.7% and 24.7%, and because of this, scale of 
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infringement on online publications is most likely to increase in the future from the 

perspective of electronic publishing market's growth prospects despite the decrease 

of offline illegally reproduced publications.

Meanwhile, the scale of infringement on game contents was found to have increased 

by 10.5% compared to the previous year, where increase of 35.2% was shown online 

and 22.0% decrease offline. The increasing trend of overall infringement scale despite 

the decrease in the distribution of illegal games by about 0.7% seems to have had 

a large influence from the growth of mobile games according to the analysis. 

According to the 2013 Contents Industry Statistics, mobile games account for the 

second largest market share  after online games, and mobile games are currently 

leading the development of the game industry as it showed an 89.1% increase in sales 

compared to the previous year and an average annual growth rate of 59.0%. Since 

the use of online games through illegal reproductions are impossible mobile games, 

video games and PC games have the largest influence on the increase and decrease 

of market size of online illegal reproduction and infringement scale. In the case of 

PC games where the damage due to illegal reproductions was the largest, responsive 

measures against illegal reproductions are being prepared extensively such as 

changing the method of game use by only allowing access to the game through 

logging onto a server. As a result, the scale of online infringement by mobile games 

has grown larger. In addition, mobiles games have less burden on the purchase of 

genuine products due to a relatively low price following the spread of smart devices 

and because they also possess large demand, mobile games have been analyzed to 

have led the increase in the infringement quantity of online game contents. In the 

future, offline markets for video and PC games are expected to decrease further, while 

mobile game market is expected to show continuous growth through the spread of 

smart devices and competitive prices. Therefore, how to prevent illegal reproductions 

of mobile games seems to be the primary challenge for the legalization of online 

illegal game market.
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   Total Size of Illegal Reproductions Market

   Size of Online Illegal Reproductions Market 

   Size of Offline Illegal Reproductions Market 
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   Infringement Scale of Entire Duly Licensed Works Market

   Infringement Scale of Online Duly Licensed Works Market

   Infringements Scale of Offline Licensed Works Market
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The Economic Impact of piracy and 
counterfeiting in Korea

When a demand for copyrighted works arises in the contents industry, production 

activities begin in response to the demand. During the process of such production 

activities, the products and services that are produced by special contents industries, 

other contents industries and other industries where direct demand is created are 

used as intermediary goods. When a demand for content products or services occur 

within such direct and indirect industrial relationship that is so intricate, production 

activity for all relevant industries is put into motion. However, for some industries, 

not only intermediary goods, but also source factors of production is needed to 

produce products or services, that is, labor, capital, etc. Therefore, demand in the 

contents industry has an effect on production inducement for contents industries as 

well as other relevant industries, and provides jobs that are necessary for production 

in all relevant industries. 

However, if illegal use of contents is greater than legal consumption of literary works 

due to a lack of awareness on intellectual property that is underlying the society and 

economy, it will lead to a large economic loss  in terms of the national economy. 

The illegal use of copyrighted works damages the overall economic interests such 

as the production and employment within the national economy depending on the path 

of static effect that has been directly applied by illegal use. For example, when a person 

illegally downloads a film to watch, it ultimately influences the overall national 

economy because the act diminishes incentives to create films and reduces jobs in 

the film industry, and due to reduction in the film production, it also reduces production 

and jobs of the electronic industry that supplies the film industry with video and sound 

equipment at the same time. In addition, illegal reproduction of copyrighted works 
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brings direct economic losses as well as dynamic contraction of the contents market, 

which results in static investment related to mid- to long-term technology development, 

human resources, etc. In order to prevent such outcomes, there must be more active 

preventive measures to stop illegal reproductions in our society, and it is crucial to 

generate movements that can convert illegal markets into legal contents markets.

As part of this effort, this chapter introduces the level of economic losses incurred 

by the illegal reproduction of copyrighted contents in Korea in order to raise 

awareness on the seriousness of illegal reproduction, and furthermore create an 

opportunity that can contribute to better overall copyright knowledge in Korea. 

In this report, overall application analysis method of inter-industry analysis is used 

as the research methodology in order to conduct a quantitative analysis of the 

economic impact caused by the distribution of illegal reproductions. The reason 

behind the selection of inter-industry analysis as the research methodology is because 

inter-industry analysis is widely used as the method for analyzing the overall economic 

effect to the national economy caused by policies that consider the variables 

associated with final demand. In particular, inter-industry analysis can quantitatively 

analyze the ripple effect to the corresponding industry caused by the policies 

associated with certain industries or sector, as well as, the ripple effect to other 

relevant industries comprehensively. In addition, it can analyze not only the direct 

effect (primary) and the indirect effect (secondary ~ ) to the corresponding industry, 

but also the relevant industries. 

Before analyzing the macroeconomic effects created by distribution of illegal 

reproductions, it is necessary to identify what kind of channels are used by such acts 

to impact the overall economy. As shown in Figure -1 , this study speculated that 

when acts of illegal reproduction of copyrighted works is committed, it infringes the 

legal copyrighted market and the equivalent amount of final demand for content 

products and services that could have been generated in the domestic contents 
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industry disappears. In addition, when the final demand in the contents industry is 

lost due to such illegal distribution, the production opportunity in response to the final 

demand that could have been possible is destroyed not only in the domestic contents 

industry, but also in the overall relevant domestic industries. Thus, the act of illegal 

reproduction leads to loss of domestic jobs and added value that certainly could have 

been generated by eliminating the production opportunity for the domestic contents 

industry and other relevant industries. The channel that is considered in this chapter 

which the act of illegal reproduction uses to impact the economy does not consider 

the dynamic structural changes, but the channel is viewed in terms of static 

perspective. One more thing to mention is that the analysis of macroeconomic effect 

in this chapter analyzes all direct and indirect economic effects by considering not only 

the direct effect to the contents industry, but also the intricate inter industry associations.

In this chapter, the economic effect by the distribution of illegal reproductions was 

analyzed from the following two perspectives. First, the amount of economic loss 

incurred by the distribution of illegal reproductions was analyzed. For this purpose, 

the overall economic effect that has been generated through the loss of final demand 

in Korea's economy due to the infringement on the market of legal copyrighted works 

by the distribution of illegal reproductions is analyzed. The result of such analysis can 

be interpreted as the economic effect that can be gained when demand in the legal 

market is created without illegal reproduction of copyrighted works. The economic 

effects analyzed in this chapter are the effects that could have been created in the 

absence of distribution of illegal reproductions such as effect on production 
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inducement, effect on employment inducement, added value induction effect, effect 

on operating surplus inducement and tax revenue effect. 

Second, how much economic benefit would be gained by Korea's economy is 

analyzed when the distribution of illegal reproductions is reduced through active 

policies such as reinforcement of intensive regulation, national promotion and overall 

maintenance of the legal system. For this purpose, the analysis was conducted by 

setting the potential scale of infringement on the market of legal copyrighted works 

in Korea as 16.0% based on 2013, and that this figure could be reduced to 10% through 

active policies. In the same analysis, it also analyzes the effect on production 

inducement, effect on employment inducement, added value induction effect, effect 

on operating surplus inducement and tax revenue effect on the domestic contents 

industry and overall national economy that are generated when a certain portion of 

infringement on the market of legal copyrighted works is converted to demand on 

the market of legal copyrighted works.

As same as above, the economic ripple effect of the scale of infringement on 

the market of legal copyrighted works and analysis on the economic effect following 

the decrease of market infringement ratio of legal copyrighted works have been 

analyzed by applying the scale of infringement on the market of legal copyrighted 

works described in the Annual Report on Copyright Protection to the inter-industry 

analysis as an economic impact (change in domestic final demand).
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1) Scale of Production Reduction

In terms of direct and indirect domestic production inducement effect (reduction 

of production inducement) due to acts of illegal reproduction in 2013, production 

reduction within the contents industry was found to be 2.8 trillion won and 1.6 trillion 

won for other relevant industries, which is about 4.4 trillion won in production 

reduction for the overall Korean economy. In terms of each industry, production 

reduction in the film industry was the largest at 946.9 billion won followed by the music 

industry (790.1 billion won), game industry (534.8 billion won), and the production 

reduction was found to be the smallest for the publishing industry at 333.8 billion won.
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2) Scale of Employment Reduction

In terms of direct and indirect domestic employment reduction effect due to acts 

of illegal reproduction in 2013, about 29 thousand job opportunities were lost within 

the contents industry and 11 thousand in other industries, which is the loss of a total 

of 40 thousand job opportunities that were lost in the overall Korean economy.

When the domestic employment opportunity ripple effect in each industry caused 

by acts of illegal reproduction is observed, the biggest lost was found to be in the 

film industry with 11,286 jobs, and the subsequent order was music industry with 9,406 

jobs, game industry with 4,152 jobs, publishing industry with 3,435 jobs and TV industry 

with 784 jobs according to the analysis. According to the employment coefficient, the 

employment coefficient in the TV industry was relatively small, while the film industry 

showed a very large employment coefficient Therefore, it should be noted that the 

scale of employment reduction in the TV industry is relatively small and the scale 

of employment reduction in the film industry is large on the contrary even though 

the same production decrease occurs in each industry.

3) Scale of Added Value Reduction

In terms of direct and indirect domestic added value reduction amount due to acts 

of illegal reproduction in 2013, about 1.3 trillion won was recorded within the contents 



2014

150

industry and 0.7 trillion won in other industries, which is the loss of a total of about 

2 trillion won in the opportunity for added value increase that was lost in the overall 

Korean economy.

On the other hand, when the domestic added value reduction amount in each 

industry is observed, reduction scale of added value in the music industry is the 

largest (434.5 billion won) due to the difference in value added ratio per industry, and 

reduction scale of added value in the film industry which had the largest production 

reduction was found to be 360.2 billion won. In addition, lost opportunity to create 

added value was found to be 273 billion won in the game industry, 118.7 billion won 

in the publishing industry and 94 billion won in the TV industry.

4) Scale of Tax Revenue (Production Tax) Reduction

Acts of illegal reproduction in 2013 led to a total of 161.1 billion won in tax revenue 

reduction in Korea, where tax revenue that could have been gained by the contents 

industry was found to be about 81.7 billion won, and 79.4 billion won for other 

industries. In particular, if the tax revenue gained in the contents industry can be 

extended to the increase in the same sector's final demand through government 

expenditure, etc., a bigger indirect economic effect for the overall national economy 

can be gained, and opportunities to provide more participation for the relevant 
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industries and improve competitiveness, etc. can be provided through the expansion 

of the contents market in Korea. However, such opportunities were also lost as the 

possibility to increase tax revenue disappears when acts of illegal reproduction is 

committed.

When looking at tax revenue reduction per industry due to illegal reproductions, 

the most tax revenue loss occurred in the film industry (40.0 billion won), and large 

tax revenue reductions also occurred in the music industry (23.5 billion won) and 

publishing industry (14.2 billion won). On the other hand, tax revenue reduction effect 

was insignificant for the TV and game industry compared to other contents industries 

due to very small production tax coefficients.

5) Scale of Operating Surplus Losses

About 463.9 billion won reduction in domestic operating surplus occurred due to 

acts of illegal reproduction in 2013, where 210.7 billion won reduction in operating 

surplus was shown in the contents industry, and 253.3 billion won reduction in other 

industries. In terms of operating surplus losses per industry, there were large losses 

in music (68.2 million won), film (60.9 billion won), game (51.8 billion won) and TV 

(16.4 billion won) and publishing (13.4 billion won) industries.

When operating surplus is generated in terms of enterprises, a part of that surplus 
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can be reinvested to ensure higher competitiveness, and through such virtuous cycle, 

domestic contents can secure world-class competitiveness. However, with the loss 

of operating surplus in the amount of 210.7 billion won in the contents industry due 

to illegal reproductions, it is important to note that significant opportunities to secure 

competitiveness was not only lost for the contents industry in 2013, but also in terms 

of mid- to long-term opportunities.

6) Comparison of Annual Economic Loss Due to Infringement on Legal 

Copyrighted Works

Through the same method as the previous 2013 analysis, economic loss incurred 

in the Korean economy from the infringement on the market of legal copyrighted 

works by the distribution of illegal reproductions during 2008~ 2012 can be analyzed. 

The input-output table at constant price based on price in 2005 is utilized in order 

to compare the scale of annual economic loss from 2008~2013, during which period 

data on the scale of infringement on the market of legal copyrighted works have been 

reported. The scale of infringement on the market of legal copyrighted works was 

reflected after the deflator was estimated by using the total output of current price 

on the input-output table and total output of constant price. 

Because this analyzed result is based on constant price, a difference exists between 
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the amount of loss in 2013 which is based on the constant price in 2005 and the 

amount of domestic economic loss (current price) caused by illegal reproductions that 

was previously analyzed based on 2013. 

In the same way, the economic loss to the Korean economy due to the distribution 

of illegal reproductions during 2008~2013 has been analyzed as the following. Here, 

overall annual economic losses in Korea are first compared to the annual economic 

loss in the domestic contents industry. 

Overall production losses in Korea is very high at about 3.3~4.2 trillion won per year, 

which showed a continuous decline from 2008 to 2010. Since 2011, it has been 

repeatedly increasing and decreasing each year. The scale of production loss per year 

for the overall national economy is directly influenced by the scale of infringement 

(amount) on the market of legal copyrighted works of the corresponding year, and 

in terms of each industry, there is inevitable increase in production loss as there are 

more infringement on the market of legal copyrighted works concerning industries 

that have a more close industrial linkage with the production of other industries. In 

addition, because the scale of production loss in each year is analyzed and compared 

based on the constant price in this study, there is an impact on the fluctuations in 

prices and amount of actual production loss. 

Lost employment opportunities due to infringement on the market of legal 

copyrighted works has been analyzed to be 25,000~39,000 per year in the Korean 

economy. When other economic losses due to illegal reproductions are observed 

based on 2005 constant price, annual 1.5~1.8 trillion won in added value loss occurs, 

and the largest added value loss of 1.84 trillion won was found to have occurred in 

2011. Annual operating surplus loss was found to be around 400 billion won, and 

annual tax revenue loss has also been analyzed to be around 150 billion won.



2014

154

Next, let's observe the economic loss in the Korean contents industry caused by 

infringement on the market of legal copyrighted works due to the distribution of illegal 

reproduction based on 2005 constant price. 

When the loss amount of the corresponding item in each year shown in Table -7  

is subtracted from the loss amount of the corresponding item in each year shown 

in the prior Table -6 , the result is the loss amount of other industries, excluding 

the contents industry.

According to Table -7 , production loss in the contents industry is 2.1~2.6 trillion 

won per year, and the largest production loss was found to have occurred in 2011 

(2.58 trillion won). 

Employment opportunities lost in the contents industry due to the distribution of 

illegal reproductions based on 2005 constant price has been analyzed to be 13~28 

thousand jobs per year, and added value loss was found to be around 1 trillion won 

per year. Loss of operating surplus in the contents industry was found to be around 

170~190 billion won per year when excluding loss in 2011 (210.9 billion won), and tax 

revenue loss was found to be 70 billion won per year.
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As a method for observing the economic effect from policies on the prevention and 

reduction of illegal reproduction in this study, overall economic effect that is gained 

when potential ratio of infringement on the market of legal copyrighted works is 

reduced and converted to the increase in the final demand of legal copyrighted works 

was analyzed. The analysis method is the same as the methodology that was 

mentioned for the national economic loss due to illegal reproductions, however the 

change in final demand was adjusted through the reduction in the infringement on 

the market of legal copyrighted works. In order to conduct such analysis, it requires 

a policy goal concerning to what level should the potential ratio of infringement on 

the market of legal copyrighted works be reduced. Here, the potential ratio of 

infringement on the market of legal copyrighted works in the contents industry was 

presupposed to decrease by 10.0% based on 2013 in order to analyze the overall effect.

Another consideration is that a method to set the market size of legal copyrighted 

works in 2013 needs to be selected since the data on the market size of legal 

copyrighted works has been surveyed up to 2012. In this study, analysis result has 

been derived by applying the same market size of legal copyrighted works in 2012 

to the market size in 2013. When the market growth as mentioned above is not 

reflected, potential ratio of infringement on the market of legal copyrighted works per 
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content was broadcast programs at 4.7%, movies 25.3%, publication 6.2%, music 

41.5% and game 33.5%, and the goal of infringement ratio per industry was assumed 

as TV at 4.0%, film 15.0%, publication 5.0%, music 18.1% and game 15.1%. 

If the market growth is not reflected, the result of analyzing the economic effect 

that can be gained by reducing infringement on the market of legal copyrighted works 

in 2013 from 16.0% to 10.0% through the efforts of illegal reproduction prevention is 

shown in Table -8 . According to the analysis, due to the additional generation of 

901.6 billion won in the final demand for legal copyrighted works in the contents 

industry through active efforts in the prevention of illegal reproductions, overall 

national production was found to increase by 1.65 trillion won and create 15,730 jobs. 

In addition, if the efforts to prevent illegal reproductions are successful, national 

added value was found to increase by 758.8 billion won, operating profit by 176.9 billion 

won and tax revenue by 62.1 billion won. 

When the potential economic benefit for the national contents industry from 

preventing such illegal reproduction is observed, there would be 1.71 trillion won in 

production increase in the contents industry, 11,669 increase in jobs, 500.7 billion won 

increase in added value and 82.5 billion won increase in operating surpluses, and the 

increase in government tax revenue that can be gained by the contents industry was 

found to be 32.6 billion won. When looking at the contents industry-specific effects, 

large overall effects were shown in music, film and game industries, where there is 

large amount of money that is converted to the legal copyrights market through the 

efforts of preventing illegal reproductions. Increase of production per content industry 

through prevention of illegal reproduction was found to be high in music with 420.6 

billion won, film 382.9 billion won and game 167.6 billion won, whereas relatively low 

increase in production was found for publication and TV at 66 billion won and 35 billion 

won respectively. Domestic job creation per content industry through prevention of 

illegal reproduction was focused mainly in music (5,003 jobs), film (4,562 jobs) and 

game (1,301 jobs) industries, while small generation was shown for publication and 

TV at 679 and 124 jobs respectively. In addition, domestic increase in added value 

through prevention of illegal reproductions was found to be 230.9 billion won in the 
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music industry, and the subsequent order was film (145.6 billion won), game (85.5 

billion won), publication (23.5 billion won) and TV (15.2 billion won) industries. 

Operating surplus effect was also shown to be high in music (36.3 billion won), film 

(24.6 billion won) and game (16.2 billion won) industries, whereas slight increase is 

expected in the publication (2.7 billion won) and TV (2.6 billion won) industries. Tax 

revenue increase was expected to increase mainly for the film (16.1 billion won) and 

music (12.5 billion won) industries.

In terms of direct and indirect domestic production inducement effect (reduction 

of production inducement) due to acts of illegal reproduction in 2013, production 

reduction within the contents industry was found to be 2.8 trillion won and 1.6 trillion 

won for other relevant industries, which is about 4.4 trillion won in production 

reduction for the overall Korean economy.
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In terms of specific industries, production decrease was the highest for the film 

industry with 946.9 billion won, and the subsequent order was the music industry 

(790.1 billion won), game industry (534.8 billion won), publication industry (333.8 billion 

won) and TV industry showed the smallest production decrease at 216.6 billion won. 

If the economic effect of the scale of infringement on the market of copyrighted 

works in the corresponding year due to illegal reproduction is converted to investment 

amount in the subsequent year, it will be as follows. For enterprises, operating 

surplus must be generated to make a larger investment in the following year than 

the investment in the corresponding year if there aren't any separate external financial 

supports. Therefore, the operating surplus reduction in the above analysis was used 

to calculate the economic effect of infringement on the market of copyrighted works 

as the amount of reinvestment in the following year.

Operating profit  is the remaining value after subtracting cost of sales, administrative 
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expenses and sales expenses from the amount of sales, where operating profit can 

be created if an enterprise reinvests the amount. Therefore, in this study, 100% of 

the operating profit in the corresponding year was assumed to have been reinvested 

in the contents production of the following year.

Operating earnings = Sales cost of sales (managerial cost    

+ distribution cost)                 

In the case of the TV industry, 16.4 billion won loss in operating profit was found 

to occur due to illegal reproductions, and this figure is equivalent to the amount that 

can produce 3 dramas per year. Average production cost of a drama was calculated 

based on the average production cost of 5.76 billion won per drama title by 2013 

standards (70 minute long 16 episodes, miniseries standards) and 360 million won 

per episode (Korea Communications Commission, 2014).  In the case of the film 

industry, annual 60.9 billion won loss in operating profit was found to occur due to 

illegal reproductions, which is equivalent to the amount for producing 28 films per 

year. Average cost of production was calculated as 2.14 billion won by 2013 standards 

(online annual film statistics from the Korean Film Council).

In the case of the publication industry, 13.4 billion won loss in operating profit 
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occurs due to illegal reproductions, which is equivalent to the amount that can 

produce 2,577 books (volumes) per year. According to the 2013 Publishing Industry 

Survey , the cost (production cost excluding labor costs, printing costs, etc.) of 

producing one new book volume was estimated at 5.2 million won (Publication Industry 

Promotion Agency of Korea, 2013).

In the case of the music industry, 68.2 billion won loss in operating profit occurs 

due to illegal reproductions, which is equivalent to the amount that can produce about 

853 albums per year. Average cost of producing an album (based on idol star album 

production) was estimated at 80 million won.  The production cost included the 

following: music/lyric composition fee, transcription fee, musical band fee, printing 

cost, promotional CD production cost, photography/CD jacket design fee, recording 

fee, etc. 

In the case of the game industry, 51.8 billion won loss in operating profit occurs 

due to illegal reproductions, which is equivalent to the amount that can produce 21 

client-based online games per year. Average production cost per game title was 

estimate at about 2.49 billion won.

Infringement on the market of legal copyrighted works due to illegal reproduction 

results in the loss or miss of production opportunity in the national economy. It also 

blocks the possibility of creating jobs, added value (operating surplus, tax revenue, 

etc.), etc. As shown in the analysis result, acts of illegal reproduction of domestic 

contents create significant economic losses, and it is important to note that such 
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losses are only a part of the primary losses. 

When acts of illegal reproduction of domestic contents are blocked and converted 

to production opportunities, significant economic effects can be gained not only in the 

contents industry, but also in relevant domestic industries overall. By preventing 

domestic illegal reproduction of contents, an economic effect from attracting billions 

of dollars in FDI can be gained. In particular, because employment ripple effect is 

very significant in contents industries such as music and film where employment 

coefficient is high, it can lead to big influences in relieving unemployment within the 

country. Therefore, there must be active efforts to prevent illegal reproduction of 

contents in terms of the government and relevant agencies.

Although prevention of illegal reproduction and copyright protection are some of 

the most basic conditions for producing creative contents, the perception of many 

consumers that contents are free  leads to illegal reproduction and hinders the 

growth of the industry. When illegal reproduction is active, the contents market is 

distorted and the enthusiasm to produce creative contents is diminished for creators. 

If such conditions persist, it will result in adverse effects in terms of strengthening 

our global competitiveness in the contents sector, which is an industry that will play 

a key role in the development of our future growth engine.

In addition, the contents industries in developed countries are equipped with 

advanced technology, production experience, human resources, etc., based on rich 

capital, but most of the contents industries in Korea are only in the developmental 

stages. Other than few contents enterprises, most enterprises in Korea are currently 

far from being competitive compared to enterprises in developed countries. In this 

situation, acts of illegal reproduction, which poses enormous negative impact on the 

loss of domestic contents production opportunities, contributes to a weaker foundation 

of domestic contents industry by eliminating overall possibility of economic 

improvement such as accumulation of experience by relevant industries, human 

resource utilization/cultivation, reinvestment, etc. 

Contents industries with high added value and employment ripple effect can play 

a major role in the enhancement of Korea's future industrial structure. In the case 
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of Britain, after experiencing industrial structure shift from manufacturing to finance, 

enhancement of industrial structure centered on creative industries has been 

underway since 1990s. In addition, the deindustrialization in Korea's manufacturing 

conditions is foreseeable. Therefore, the cultivation of creative industries centered on 

contents is needed, and copyright protection must become the priority for this purpose. 

The Korean Wave , contributing to the improvement of national brand by expanding 

its reaches all over the world beyond Asia, has had its foundation in the contents 

industry, and continuous growth of such industries will be possible by establishing 

a distribution market of legal contents. The public perception that contents are 

products  that must be purchased to own should undoubtedly be the number one 

priority that must be implemented.
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