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ABSTRACT

The mobile application (APP) market is growing at an unprecedented speed. Amid such
growth, the global platform providers are mandating exclusive in—app payments and charging
30% for platform commission fees. A serious tension has arisen between mobile global platform
providers and local content providers. The present study attempts to analyze the domestic
mobile game market and in—app payment commission fees. This study estimates the size
of the domestic mobile game market and platform commission fees by directly using publicly
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available financial statements and footnote information of some representative listed mobile
game firms. Also, the study analyzes the cost structures of the same sample firms and
attempts to draw some implications on sustainable growths of the mobile game ecosystem.
We estimated that, in 2019, the domestic mobile game market is around 4.9 trillion Won
and the ensuing in—app payment commission fees market was 1.5 trillion Won. High market
share firms display a proportional increase in in-app payment commission fees in relation
to sales growth. This, in turn, makes the in-app payment commission fees a primary cost
item far exceeding employee salaries and R&D expenses. During the same period, low market
share firms generated a mere profit or experienced net loss. Analysis of the cost structure
reveals that these firms are even more liable to higher in—app payment commission fee cost
structure than high market share. Most constituents of the mobile game ecosystem are small
business entrepreneurs. By employing a micro-level analysis, the study estimates that, in
2019, a representative median firm generates 530 million Won in sales. At the same time,
it spends 190 million Won in employee salaries, 50 Won million in R&D and 190 million Won
in in—app payment commission fees, respectively. In the absence of other cost items, these
three cost items alone account for 73.8% of sales revenue. The results imply that a sustainable
growth of the local mobile game market heavily depends upon the cost structure of such
representative median firm, the in-app payment commission fees being the primary cost item

of such firm.
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(Table 1> 2019 Mobile Games Market
Size Estimate

(Unit: 100 Billion Won)

Mobile Game | Market | Market

Revenue Share Size

() (ms,) (y,)
NC Soft 99 21.5% 46
Netmarble 6.3 11.7% o1
Nexon 2.6 51% 51
Comtus 09 1.9% 50
Average 49
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{Figure 3) Domestic Mobile Game Mar-
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(Table 2) Comparison of Market Size
Estimates

(Unit: 100 Billion Won)

2017 | 2018 | 2019

Korea Creative
Content Agency

Appannie.com 44 47 oY1

Korea Mobhile Internet
Business Association

igaworks 41 43

62 67 71
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(Table 3) Commission-Revenue Ratio
of NC-Soft in 2019

(Unit = 100 Million Won)

1Q19 | 2Q19 | 3Q19 | 4Q19 | FY19

Commission
(a)
Revenue

(b)
c=ab | 030 ] 031|031 | 030 | 031

597 | 671 | 644 | 1,088 | 3,000

1,945 | 2,172 | 2,082 | 3,986 | 9,786
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