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FromtheEditor

、

Technologicalinnovationhasmeant

thatinallsectorsexistingsystemshave

becomeantiquated,andirrespectiveof

thewillofthegovemment,thepower

ofthemarketisfbrcingtheabolitionof

regulations,withagradualprogression

towardsalevelthatisonparwith

intemationalstandards.Thedissemi-

nationofsatellitebroadcastinghas

meantthatradiowavesaretranscending

nationalborders.Therapidexpansion

oftheIntemethasheraldedtheadvent

ofbroadcastingandtelephonestations

thatdonotrequirelicenses,andthe

wallsbetweennationalbordersand

categoriesofindustryarerapidly

crumbling.Today,nationaldomestic

rules,thatrelysoheavilyonindustry

classificationsandthecoordination

betweensupplyanddemand,are

quicklylosingtheirvalidity.

Innovationsindigitalcompression

technologyanddevelopmentsin

transmissiontechnologyhavemadeit

possibletodigitalizeavarietyofimage

andaudiodata.Now,eventhedistinc-

tionbetweentelecommunicationsand

broadcastingisstartingto.become

meaningless.Asaresult,theMinistry

ofPostsandTelecommunicationsis

conductinganexaminationinto

systematicissuesandnewbusinesses

relatedtotheconvergenceoftele-

communicationsandbroadcasting

throughtheir``Panelontheconvergence

oftelecommunicationsandbroad-

castingtowardsthe21stCentury."

InJapan,theTelecommunications

BusinessLawenactedin1985deregu-

latedthetelecommunicationsindustry.

However,adistinctionwasmade

betweentelecommunicationcarriers

accordingtowhetherornottheyowned

telecommunicationsfacilities.For

example,Intemetserviceprovidersare

classifiedasnetworkserviceproviders

(TypeIITelecommunicationsCarriers)

whoprovidetelecommunications

processingservicesbyleasingfacilities

fromtheowners.However,thefactthat

theseregulationsdifferentiatebetween

thosecarriersthatownlinesandthose

thatdonot,andnotbetweentheservices

providedbythosecarriers,isnowsaid
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bysometobeinapPropriategivenre㏄nt

progressininformationandcommuni-

cationstechnologyandthedevelopment

ofthecommunicationsmarket.Forthis

reason,therelaxationofcarrier

participationregulations,intercon-

nectionregulations,connectioncharges

andserviceregulationsisnowbeing

deliberated,basedonprinciplesoffair

competition.Asaresultofthese

deliberations,theMinis廿yfbrPostsand

Telecommunicationshasrecently

amouncedanumberofpoliciesaimed

atrelaxingregulatiOnS.

TheargumentthatNipponTelegraph

andTelephoneCorp.(NTT)shouldbe

separatedintodistinctbusinessareasor

diff3rentregionstoensurefaircompeti-

tionandtoincreasemanagerial

efficiencyhasbeendebatedinanumber

offorumssincetheprivatizationof

NTT.However,in1990thegovern-

mentdecidedtopostponedecisionon

theN'ITissueforfiveyears.Afterthis

decisioninFebruary1996,theTele-

comm皿icationsCouncilpresented

theirreportonNTT'sstatustothe

MinistryofPostsandTelecommu-

nications.Priortothis,relatedgroups

andinstitutions,asintheprevious

review,publiclyannouncedtheirviews

fbroragainstthebreakupofNTT.The

governmentinitiateddiscussionsupon

receivingthereport;however,ithas

postponedcomingtoanyconclusions

untilthenextordinarysessionofthe

Diet.Thus,thequestionofwhetheror

notNTTshouldbebrokenupremains

unanswered,withrelatedpartiesstill

holdingopposingviews.Itishighly

unusualthatinafieldwhere.technology

isdevelopingsorapidlythatitshould

takesolongtoachieveasolutiontoa

problem.Anearlyresolutionisneeded

tomeettheurgentneedtocreatethenew

telecommunicationssystemrequiredto

satisfytoday'stechnologicalrevolution.

InJapan,allministriesandagenciesare

involvedinworkingoutproposalsand

visionsfbrthefutureinanticipationof

changesinthetelecommunications

infrastructure.Thecreationofthis

infrastructUreisbeingpreparedasthese

ministriesandagenciesputinplace

policiesandrelaxregulations.The

constructionofthisnextgenerationof

infbrmationandtelecommunications

networks,theso-calledcreationofan

advancedinformationandtelecommu-

nicationsinfrastructure,willplayan

extremelyimportantroleinthe

developmentoftheadvancedinfor-

mationsociety.However,insucha

society,theprincipleofcompetitionin

JIQNo.106,1996 2



thetelecommunicationsmarketand,in

particular,theactivationofregional

telecommunicationsmarketscannotbe

ignored・Itisalsohopedthatproviders

willplacegreaterimportanceon

creatlnganenvlronmentcapableof

meetingtheneedsofusersratherthan

onmerelyprovidingaphysical

infrastructureandplanningnetworks .

Inotherwords,thein丘astructureshould

behighlyuser-friendlyandprovide

user-orientedcontents.

InthisissueoftheJIPDECInformati－

zationQuarterly(JIQ),thecurrent

situationoftelecommunicationsin

Japanisdiscussed,fbcusingondevelop-

mentstodate.Ihopethiswillbeof

someusetoreaders.

YujiYamadori

Director

Research&InternationalAffairs
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1.ThePreviousTeRecommunications

Reforms(1985)

ThroughoutNTT'shistoryasapublic

corporation,discussionofreformsto

telecommunicationsregulationsand

systemsweredominatedbythedebate

aboutthestatusofNTT.Althoughof

COUrSeteleCOmmUniCatiOnSregUlatiOnS

andsystemscannotbediscussed

withouttalkingaboutthestatusofNTT,

amonopolisticcarrier,toooftentheonly

topicofdebatehasbeenwhetherornot

NTTshouldbebrokenup.Thisdebate,

whichalwaysstartsandendswitha

contentiousbattlebetweenthoseforand

againstthebreakup,iscloudingany

meaningfUIdialogueoverthenatureof

telecommunicationsregulationsand

systems・

Thissectionbeginsbydiscussingthe

eventsthatledtothelastroundof

telecommunicationsreforms,imple-

mentedin1985,whichservedasthe

basisfbrthetelecommunicationsrefbrm

of1996.

1.ReportoftheAdhoc

AdministrativeReform

ResearchCouncil

InMarchl981,anAdhocAdmini-

strativeReformResearchCouncilwas

setupasasubsidiaryorganofthePrime

Minister'sOfficetopromoteadmini-

strativerefo㎜.Itwasalsoknownas

theDokoCouncilbecauseitwaschaired

byMr.ToshioDoko.Thebiggestissue

atthetimeoftheestablishmentofthe

Councilwasthehugecumulativedeficit

problemoftheJapaneseNational

RailwayPublicCorporation.

InJuly,theCouncilpresenteditsfirst

report,acollationofconceptsandissues

involvingadministrativereformand

policiesforreformsthatrequiredurgent

attention.Inthisreport,theCoundlsaid

ofthesystemofpubliccorporations,

``ThisCouncilwillberadically

reviewingthenatureoftheexisting

publiccorporationsystemandwill

studythemanagementofpublic

corporationsincludingPrivatization

options,topromoteefficientmana－

JIQNo.106,1996 4



gement,torationalizeoperations,and

toeffectivelyutilizesuchorganiza-

tions."Initsfourthsubcommittee,the

Councilbegandiscussionsonthenature

ofthethreepubliccorPorations,thefive

businessoperationsbythegovemment,

andspecialpubliccorporations.

Atthetime,themanagementofNTT

wasfarfromunsatisfactory.Rather,it

wasthebestofthepubliccorporations.

However,inefficiencieswerenotedand

itwasbelievedthatreformswere

neededtopreventasecond``National

Railways".

InMayl982,theCounci1'sfourth

subcommitteepresentedaproposalto

breakupandprivatizeNTT.This

proposalstatedthatNTTshouldbea

specialcompanyownedbythe

governmentasatentativemeasureand

thatwithinfiveyearsitshouldbe

dividedintoonecentraloperating

companyandanumberofregional

companies.Italsoproposedthat

competitionshouldbeintroducedinto

thetrunklinesectionandthatdata

communicationservicesoperationbe

separatedfromothers.InJanuaryof

thatyear,intheUnitedStates,a

proposalforthereconciliationofthe

antitrustactiontakenagainstAT&Tby

theJusticeDepartment,basicallya

proposalconcerningthebreakupof

AT&T,wasmadepublic.Thereport

fromthesubcommitteeseemstohave

beenstronglyinfluencedbythis

reconciliationproposal.

InJuly,basedonthereportfromthe

subcommittee,theCouncilproduceda

reportpropos輌ngthepriva口zationand

restructuringofNTT,introductionof

competition,andabreakupofthedata

communicationsservicedivision.This

reportwasnotanemergencypolicy

report,butratheronethatpainteda

pictureofthemedium-orlong-term

outlookforadministrationandbasic

policiesforfutureadministrative

reforms.Itwascalled,bytheCouncil

itself,theBasicReport.

InSeptember,thecabinetofthethen

primeminister,MLZenkoSuzuki,

decidedtosupPortthethirdreportofthe

CounciLItputforwardspecific

proposalsafterconsultationwithrelated

partiesthatwouldbebothfavorablyand

adverselyaffected.InNovemberl983,

theHashimotoproposal,puttogetherby

Mr.RyutaroHashimoto,thecurrent

primeminister,whowasalsoChairman

oftheResearchCommissionofPublic

AdministrationandFinancesofthe
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LiberalDemocraticParty,wasapproved

byallsidesasabasicframework.In

April1984,thecabinetfbrmulatedthe

threereformbillsfortheliberalization

oftelecommunications.InDecember

ofthesameyear,thebillswerepassed

andenacted,thenimplementedinApril

1985.

Theresultofthesereformswasthe

deregulationofthetelecommunications

industry.NTTwasprivatized,

becomingNipponTelegraphand

TelephoneCorporation.Whilethe

Council'srecommendationswere

becominglaw,discussionsonNTT's

statuswerepostponedforfiveyears.

Thatwasprescribedbylawinthe

NipponTelegraphandTelephone

CorporationLaw.Thisinabilityto

resolvematters,andinsteadshelving

theminthisway,issomethingthatis

oftenseeninJapanesepolitics,which

hatesstrongleadership・Thus,thetime

takenforproposalstobeimplemented

isoftenextended.

Discussionsconcerningthefuturestatus

ofNTrweretobeconcludedbyMarch

1990.Giventhistimelimit,inJuly

1988,theMinistryofPostsand

Telecommunicationsbegandiscussions

inearnest,submittingthereviewof

NTTmanagementtotheTelecommu-

nicationsCouncil,anadvisoryorganto

theMinisterofPostsandTelecommu-

nications.TheMinistryhadmaintained

apositionstatingthatNTThadtobe

brokenuptoenablefaircompetition,

anditwasexpectedthatthereport

presentedbytheTelecommunications

Councilwouldfollowthisline.In

October1989,theTelecommunications

Councilpresentedanintermediate

reportonthebreakupofNTT,clarifying

thedirectionofitsfinalreport,which

wasexpectedinMarch1990.

Ontheotherhand,sharesinthepriva-

tizedNTTwereincrediblypopular

whenfirstreleasedinNovember1986.

Whenshareswithafacevalueof50,000

yenwereofferedatl.197millionyen,

theyroseinvalueimmediately.Inthe

secondreleaseofsharesinNovember

l987,sharessoldoutat2.551nillionyen

pershare.Japanwasrightinthemiddle

ofitsbubbleeconomyandthesaleof

NTTshareswasaboonforaMinistry

ofFinancewhowashopingfortop

pricestobalancethepublicfinance.

Enthusiasmhadsubsidedslightlybythe

timeofthethirdreleaseofthesharesin

October1988,andthereleaSepricewas

somewhatlower.Evenso,theshares

JIQNo.106,1996 6



weresellingfor1.9millionyeneach.

Subsequently,however,NTT'sshare

pricefellsteadilyuntilitdippedbelow

thereleaseprice.Ordinaryinvestors

thenturnedacriticaleyeontheMinistry

ofFinancewhich,bysellingtheshares

athighprices,hadmadeafbrtune.(In

theaftermathoftheburstingofthe

bubbleeconomy,thepriceofoneNTT

shareisapproximately800,000yen.

TheMinistryofFinancelostanyfurther

chancetosellsharesafterthethird

release.)

Atthistime,itwaspopulartoargue

thatJapanesetechnologicalprowesshad

outstrippedtheUnitedStates.Itwasa

timewhentheUnitedStates,facedwith

asenseofgrowingcrisis,wastryingto

strengthenitsresearchanddevelopment

abilityandwhentheissueofbolstering

intemationalcompetitivenesswasbeing

widelydiscussed.Manypeoplevoiced

theiropinionthatthedivestitureof

AT&ThadcutintoUSresearchand

developmentprowess.

ThiswasthescenarioasMarchl990

approached.OnMarch2,asexpected,

theTelecommunicationsCouncil

publishedtheirreportrecommending

thatNTTbebrokenup.Opposition

apPearedfromallquarterssayingthat

ltwastooearlytomakeadefinite

decisiontobreakupNTT.Thereport

becameincreasinglyignored.

Thereasonforthiscriticism,which

statedthatitwastooearlyforsuch

action,wasthattherewerestillno

obviousbenefitstobeseenfromthe

introductionofcompetitionenabledby

thederegulationofthetelecommu-

nicationsindustry.

Bydividingtheindustryintointer-

nationalanddomesticsectors,andlong

distanceandlocalareas,andbylimiting

thenumberofenterprisesthatcould

participateineachmarket,theMinistry

ofPostsandTelecomm皿icationshad

attemptedtointroducecompetition

whilenurturingnewbusinesses .

However,bothNTTandKDDwere

competitiveonlytothepointthatthey

didnotremovenewplayersfromthe

field.Whilepriceswerelowered,the

diversificationinservicesthathadbeen

expectedasaresultofrealcompetition

didnotinfactoccur.Therewasthus

insufficientproofofthebenefitsof

relaxedregulationsandfreecompeti.

tion.Peoplewantedthistohappen

beforeNTTwascarvedup.However,

theMinistryofPostsandTelecommu-

nicationsthoughtthebreakupofNTT

7 JIQNo.106,1996



wasessentialfbrfreecompetitionand

thatOnecouldnotreallybediscussed

withoutdiscussingtheother.

Fromthepointofviewofinternational

competitiveness,thebreakupofNTT,

Japan'sonlycarrierwithsufficient

resourcestoinvestinjointventureswith

overseascompaniesandwiththelargest

andbestresearchanddevelopment

capacityinJapan,wastobeavoided.

Sogreatweretheexpectationsplaced

ontheresearchanddevelopment

capacityofNTTthatstudentsin

scientificfieldsthroughoutJapanhoped

togainemploymentwithNTT.

Employmentwithothercompanieswas

consideredonlyasasecondchoice.

Itisalsothoughtthatthemost

influentialgroupoPPosingthebreakup

ofNTrwastheMinistryofFinance.

Thereasonfbrthiswasthatiftheprice

ofNTTshareswastodropfurther

becauseofabreakup,ordinaryinvestors

"cheatedbythegovemment"would

increasetheiroPPositionandthe

problemwouldnodoubtbecomea

politicalone.Fearsofthiseventuality

provedtobethedecidingfactor・

thegovernmentputoffthedecision,

insteaddecidingtopromotefairand

effectivecompetition,andimproving

NTT'soperatingefficiency.A

conclusiontotheNTTproblemwasto

bereachedduringthel995fiscalyear.

Thisfurtherfive-yeardelaymeantthat

aconclusiontotheproblemhadbeen

putofffdrexactlytenyearssincethe

issuewasfirstraised.

ThelpositionoftheMinistryofPosts

andTelecommunicationshadbeenthat

thebreakupofNTTwasessentialto

enablefaircompetition.Merely

relaxingregulationswouldonlybenefit

NTTandsoitwouldbedifficultto

proceedfurtherwithsuchrelaxation.

WithnoresolutiontotheNTrproblem,

theMinistryofPostsandTelecommu-

nicationswasleftwithnowheretogo.

Nomatterwhatitsnaturelaconclusion

ofanytypewouldhavemeantthatthe

MinistryofPostsandTelecommu-

nicationscouldhaveadoptedaframe-

workforregulationsandimplemented

apPropriatepolicies.However,witha

decisionhavingbeenputoff,the

governmenthadnochoicebuttowait.

OnMarch30,inthemidstofsuch

oppositiontothebreakingupofNTT,

Giventhattechnologicaldevelopments

inthetelecommunicationsindustryare

JIQNo.106,1996 8



rapidandthatnewservicesandnew

marketsareappearingallthetime,the

factthatthereviewoftelecommu－

nicationsregulationshasbeenstagnant

nowfortenyearscannotbegoodnews

fbrtheJapaneseplayers.

9 JIQNo.106,1996



II.ObviousProbRems

Inthefiveyearssince1990,the

telecommunicationsindustryhas

experiencedmanychanges.The

environmentfordiscussingthenature

ofregulationsandsystemsinJapan's

telecommunicationsindustry,whichhas

centeredontheNTrproblem,hasalso

changed.Furthermore,theproblems

leftoverfromthepastnowaremore

obviousthanever.

1.RemainingProblems

OthercarriersareGeneralTypeII

TelecommunicationsCaniers.

Telecommunicationfacilitiesmust

alwaysbeleasedfromTypeITelecom-

municationsCarriers.Inotherwords,

itisnotpossibletoleaseprivate

facilitiesfromcompaniesthatarenot

telecommunicatio'nscarriers.Also,

evenifacompanywantstoleasesurplus

capacitytocarriers,theycannotdoso

withouttheli㏄nseofTypeITelecom-

municationsCarrier.

(1)Classificationofcarriers

Telecommunicationcarriersareclassi-

fiedintoTypeITelecommunications

Carriers,whichowntelecommunication

facilities,andTypeIITelecommuni-

cationsCarriers,whichprovideservices

onfacilitiesleasedfromTypeICaniers.

TypeIITelecommunicationsCaniers

arefurtherclassifiedintoSpecialand

GeneralTypeIITelecommunications

Carriers.SpecialTypeIITelecommu-

nicationsCarriersprovideintemational

servicesorhaveover5001ineswitha

linespeedofl,200bitspersecond.

Fromthestart,thishasbeenviewedas

aproblem.Becausecompanieswho

ownprivatefacilitiesmustobtaina

TypeITelecommunicationsCarrier

licensetomerelyleasetheirfacilities,

andbesubjecttoregulationsfor

telecommunicationscarriers,thereisno

incentivetoleasethesurPluscapacity

ofthefacilities.Thisthereforemakes

flexibleuseofexistinginfrastructure

impossible.

Thefacility-basedcarrierclassification,

nottheservice-based,iseasyto

JIQNo.106,1996 10



implementregulations.However,

becausethereisnodifferenceinthe

servicesprovidedbytheTypeIand

TypeIIcarriers,thereisnothingspecial

inbeingaTypeIIcarrier.Asamatter

offact,TypeIICarrierclassification

wasanadoptionforVANbusiness.

Whenthefusionbetweencomputers

andcommunicationsisunquestioned,

theVANconceptshouldbeseenas

havingperformedanhistoricalrolein

leadingtotheliberalizationoftelecom-

munications.Thus,theclassificationof

TypeIandTypeIIcarriersisIosingits

basisfbrexistence.

(2)Interconnection

UndertheTelecommunications

BusinessLaw,TypeITelecommu-

nicationsCarriersarenotobligedto

allowinterconnections.Ifcarriers

cannotagreeoninterconnectionand

thereisaclaimfromoneoftheparties,

theMinisterofPostsandTelecomm皿i-

cationsordersinterconnectionifitis

seentobenecessaryandapPropriatein

thepromotionofpublicinterest.When

theconditionsforinterconnections

cannotberesolvedinthenegotiations

followingsuchanorder,theMinister

ofPostsandTelecommunicationscan

makearuling(Clause39,Telecommu－

nicationsLaw).

UndertheTelecommunicationsLaw,

negotiationsfortheconditionsof

lnterconnectlonaretheresponsibilityof

thepartiesinvolved.Nogeneralrules

havebeenprescribedforinterconne-

ction.Accordingly,negotiations

betweenNCCs(NewCommonCarriers

-TypeITelecommunicationsCarriers

thathaveenteredthemarketsinceitwas

freeduparegenerallycalledNCCsin

Japan)andNTTfrequentlytakealong

time,causingadelayintheprovision

ofnewservices.

In1994,thisbecameofparticular

concemwhenJapanTelecomCo.,Ltd.

(JT),oneofthelongdistanceNCCs,

wantedtoprovideaframerelayservice

usingNTTleasedlinesfbraccess.The

negotiationsforinterconnectionbegun

withNTTwentnowhere.Finally,the

situationreachedthestagewherethe

MinisterofPostsandTelecommu-

nicationswasaskedtomakearulingfor

lnterCOnneCt10n.

Thereasonwhynegotiationsfor

interconnectionbetweenNTTandJT

weresostormywasbecauseJTwanted

toconnectframerelays,apublic

service,toNTTleasedlines,private

services.Thiswasthefirstsuch
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connectionoftwodifferenttypesof

services,andNTTbelievedthatthe

principlesrelatingtotheconnectionof

differentservicesshouldbeestablished

beforeconnection.Inshort,itwasthe

lackofprinciplesforinterconnection

thatimpededthenegotiations.

Inthiscase,NTTexpresseditwanted

toarriveatadecisionwithoutwaiting

foranorderfromtheMinisterofPost

andTelecommunications,andinno

timebothpartiescametoanagreement・

Adecisionwasthereforereachedafter

JTwithdrewtheclaimithadmadeto

theMinisterofPostsandTelecommu-

nications.ItissaidthatthereasonNTT

hurriedtheresolutionwasthatitfeared

theproblemcouldhaverepercussions

regardingthebreakupofNTT.

Theaccesschargepaidbylongdistance

NCCstoNTTinl994was310.3billion

yen,49.4%ofthe628.4billionyen

telephonechargerevenueofthethree

long-distanceNCCs.Increasesor

decreasesintheaccessChargeare

directlyrelatedtotheoperatingProfits

oftheNCCs.InMarch1990,whenit

putoffthedecisionrelatingtothe

breakupofNTT,thegovernment

introducedaseparateaccountingsystem

toclearlyseparatetheaccountingof

NTT'sdifferentbusinesses.This

clarifiedtheincomeandexpenditurefOr

eachoftheNTTservices;however,

thereweremanyareasintelecommu-

nicationsservicewherecostallocation

wasdifficult.ThemistrusttheNCCs

felttowardNTTcouldnotbeelimi-

nated.

Anotherproblemthatemergedfromthe

startwastheaccesschargepaidbylong

distanceNCCstoNTT.Untilacarrier's

ratewasintroducedinApri11994,the

NTTlinesusedbytheNCCswere

treatedinthesamewayasordinary

subscribers.Therewasconsiderable

dissatisfaction.Thecurrentaccess

chargeis10.46yenforthreeminutes,

andthechargeiscalculatedbythe

second.

(3)FieldofServicesRestrictions

PuttingNTTandKDDasidefora

moment,becauseofthecleardefinitions

oftheirbusinessgivenintheNippon

TelegraphandTelephoneCorporation

LawandtheKokusaiDenshinDenwa

Co.,Ltd.Law,intheTelecommunica-

tionsBusinessLawtherearenoclauses

oritemsrestrictingthefieldofservices

inwhichcarrierscanengage.However,

tonurturenewparticipants,the

JIQNo.106,1996 12



governmenthasadoptedapolicyfor

regulatingthenumberofparticipantSin

eachmarketbyclassifyingserviceareas

whenbusinesslicencearegranted.

Suchserviceareasincludeintemational

anddomestic,andlongdistanceand

regiOnalareaS.

However,theresultofthishasbeenthat

nocarrierrepresentsathreattoNTT,

whichprovidesservicesinallareas

otherthantheinternationalarea.In

particular,theregionalNCCsthat垂e

subsidiariesoftheregionalpower

companiesthathaveinfrastructuresto

rivalthatofNTT,canonlyprovide

telecommunicationsservicesinthe

serviceregionsoftheirparent

companies.Itisregrettablethatpower-

companybasedNCCshavebeenunable

toconnectwitheachotherandprovide

anatiOnalSerViCe.

Inshort,acontradictionhasbeen

exposedbetweenregulationsinthe

TelecommunicationsBusinessLaw,

thatpresumesasplitNTr,andthedelay

inthedecisionregardingthecarvingup

ofNTT.

(4)SupPlyandDemandAdjustment

Clauses

AccordingtoClauselOoftheTelecom-

municationsBusinessLaw,theMinistry

ofPostsandTelecommunicationswill

considerthestateofsupplyanddemand

inthemarketinwhichanapplicant

wishestoparticipatewhengrantinga

businesslicense.Also,Clausel8states

thatitisnecessarytoobtainapernlit

fromtheMinistryofPostsand

Telecommunicationstowithdrawfrom

amarket.Suchprovisionscanalsobe

seeninlawsrelatingtopublicutilities

suchaselectricityandgas,buttheyare

inconsistentwithafreemarket.Thus,

theseclauseshavebeenreferedtoas

majorbanierstofreecompetition.

(5)RebalancingCharges

Telephonechargesandthechargesfbr

leasedlineshaveyettobebalanced.In

February1995,thefirstriseinthe

monthlysubscriberchargesinceNTT

wasprivatizedwasimplemented.This

wasonesteptowardsrebalancingbut

wasonlyapprovedoneyearafterthe

initialfningandonlyonthecondition

thatthepricerisewouldbereduced.It

isprobablytruethatariseintheprice

oflocaいelephonecallswouldbe
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politicizedandcreateaproblemthat

wouldneβdtobehandleddelicately.

However,ifthereisnoappropriate

relationshipbetweencostsandcharges,

thennew'carrierswillnotbeattracted

toenterregignaltelephoneservices

marketandNTTbottleneckswillnot

disapPear.Indeed,thereisastrong

mistrustofthewayinwhichNTT

CalCulatesitSregiOnalServiCecOsts.

(6)TheNipponTelegraphand

TelephoneCorporationLaw

andtheKokusaiI)enshin

DenwaCo.,Ltd.Law

BothNTTandKDDarespecialcom-

paniesthatwereestablishedbyspecial

laws.However,ascompetitionincrea-

ses,thereasonfortheirexistenceis

becomingweaker.Thenecessityfor

thisspeciallawisespeciallydoubtful

inthecaseofKDDwhichfacesplenty

ofcompetition,andwhichdoesnothave

abottleneckmonopolyofequipment.

Underspeciallaws,bothcompanies

mustobtaintheapprovaloftheMinister

ofPostsandTelecommunicationswhen

appointingordismissingboard

membersandauditors.However,it

doesnotseemright血at也egovernment

shouldhavetherighttointervene

regardingPersonnelinacompetitive

company・

2.ANewErafor

Telecomm皿ications

Overthisperiodoffiveyears,the

telecommunicationsenvironmenthas

changedgreatlyinJapan,aswellasin

therestoftheworld.Furthermore,

convergenceinmediahasmeantthatthe

essenceoftelecommunicationsitselfis

changing.

(1)GlobalAlliancesof、

Mega・Carriers

InadditiontoBTandMCI'sConcert'

andtheunionofWorldPartners,under

theAT&Tumbrella,andUnisour㏄,late

January1996sawtheentranceofathird

intemationalalliancewithGloba10ne,

ajointventurebetweenSprint,France

T616comandDeutscheTelekom.Inthe

past,telecommunicationscaniersdid

notdisturbthetelecommunications

marketinothercountries,butrather

cooperatedinprovidingservices.Thele

wasnocompetitionbetweentelecom-

municationscarriersfromdifferent

countries,asnationalborderswere

respected.
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However,asnationalcompetition

becamemorefierce,carriersbeganto

seegrowthpotentialinoverseas

markets.Allianceshavethereforebeen

borntoprovide・`one-stopshoPPing'

servicesf()rmultinationalcorporations.

Thefighttoenterdomesticmarketsin

othercountrieshasbegununreservedly

andwithoutexplanation.

'Gi
venthissituation,Japanhasfbund

itselflaggingbehind,withnocarrier

beingabletoprovideaseamless

domesticandinternationalservice

becauseoftheregulationswhich

separatedomesticandinternational

business.ThemainreasonwhyJapan

wasunabletoassumetheleadershipin

aninternationalallianceisthatNTT
,

Japan'sonlycarrierthatcanmeetthe

mega-carriersofBritainandtheUnited

States,suchasAT&TandBT,onan

equalfboting,hasnotbeenallowedto

participateintheinternationalarena.

Becauseanyotherglobalalliancesuch

asmentionedabove,bigandinfluential,

wouldnotappearatleastinnearfuture,

thefactthatnoJapanesecarrierplayed

asignificantroleincreatingsuch

alliancesmeansthatJapanmaylose

businessopportunitiesoverseas.

(2)ChangesintheinfOrmationand

communicationindustries

TheNIIinitiative,aimedatestablishing

anadvancedinformationnetwork

societybasedonbroad-bandhigh

capacitycommunicationin丘astructure,

wasannouncedinmanycountries,

startingintheUnitedStates.These

countriesalreadyhadaquitedeveloped

technicalconvergenceoftelecommu-

nicationsandbtoadcasting.

Aparticularinstanceofthisisthe

worldwidetreridforcompaniesto

participateinbothtelecommunications

andCATV.Theseservicesareposi-

tionedasthecentralmediafor

transmittingbothanimationandimages,

andthecompaniesinvolvedwillbethe

keyplayersintherealizationofa

multimediasociety.Therearealso

manylarge-scalejointventuresbeing

establishedtoverticallyintegrate

contentsandmedia.

TheInternethasexperiencedan

incredibleboomsincecommercialuse

becamepossible.Manyventure

businesseshavebegunoperationand

largecorporationsdonotnecessarily

haveanyadvantage.Rather,itis

whisperedthatsmall-scalecorporations

15 JIQNo.106,1996
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thatcanchangequicklyandvirtual

companiesthatexistonlyonthe

networkaremoreprofitable.

Atpresent,theuseofmultimediahas

beenseenmainlyontheInternet,but

technologyforservicessuchasthe

Intemettelephoneserviceisquickly

beingapPliedinthesacredareaof

telecommunicationsbusiness.The

sltuatlonnowlsprogresslnglnaway

thatwastotallyunforeseeninl990.

(3)Progressofalternativeregional

networkservices

JIQNo.lo2dealtespeciallywith

cellularphonesandPersonal

HandyphoneSystems(PHS).The

numberofsubscriberstothesesystems

hasincreasedatastaggeringrate(see

III.4(4)).EventhoughthePHS,which

wasexpectedtoreplacesubscriberlines

offixedsystems,didnotquitelive叩

toearlyexpectations,itaccumulated2

millionsubscribersinthetenmonths

betweenthestartofoperationsinJuly

l995andtheendofApril1996.

PracticaltestingofCATVtelephones

isnowunderway,andthereareCATV

operatorsthathavebegunnegotiations

seekinginterconnectionwithNTT.

Inthiswaywenowseethestartof

competitioninregionalnetworkswhich

werealwaysconsideredtobenatural

monopolies.ThebreakupofAT&Tin

1984,whichisamodelfortheproposed

breakupofNTT,wasbasedonthe

natUralmonopolyofregionalnetworkS.

Accordingly,itisnecessarytorethink

whetherornottheadoptionofthis

proposalisstillapPropriatenow・
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III.EventsLeadingUpto

theFebruary1996Reportby

theTelecomm皿icationsCo皿cil

Thestateofthetelecommunications

regulatorysystem,includingthestateof

NTT,isamajorproblemforthesocio-

economicfutureofJapan.Forthis

reason,justasthefiveyearsbefbre,the

relatedorganizationsandinstitutions

announcedtheirrespectivestances,to

bereviewedbytheTelecommuni-

cationsCouncil.

breakupofNTTintoseparate

companiesisprobablyausefulstepas

such,butshouldbearguedfromthe

viewpointofpromotinglocal

competition;thebreakupofNTTby

itselfisnottheparamoUntissuehere;"

whichpresentsarathercriticalstance

towardplacingtoomuchemphasis

simplyonthebreakupofNTT.

1.Theopinionsof

organizationsand

　 　 　

1nstltutlons

(1)TheFairTradeCommission

Thereportonthe``lssueofPolicy

GoverningCompetitionWithinthe

TelecommunicationsSector"whichthe

FairTradeCommissionreleasedin

Novemberstatesthat``Takingmeasures

towardderegulationandtheprovision

ofcompetitiveconditionsisan

indispensableprecondition.The

(2)TheAdministrativeRefOrm

Committee

InJuly1995,thederegulationsub-

committeeoftheAdministrative

ReformCommitteeindicatedinthe

reportonthe``Openingtothepublicof

thedisputedpointsofderegulation"that

thetelecommunicationsmarketisa

distinctstructureinevitablyrelyingon

theNTTlocalnetwork,andassuch,

doesnotofferafaircompetitive

structure.InAugust,italsoannounced

thecommittee'stentativeplantodivide
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NTTintoatotaloffivecompanies

consistingofonelong-distancecarrier

andfourlocaloperators.Asafinal

reportinDecember,togetherwith

implementingalltypesofderegulation,

thepartitionofNTThasbeenproposed

interrnsof``aconfigurationperrnitting

theworkingofcompetitiveprinciples."

Themethodofpartitionwaslefttothe

TelecommunicationsCouncilandother

bodies.

quicklyandassurelyaspossible,and

thisreviewshouldbeorientedtoward

deregulationandmakingregulations

transparentandmoreaccessible.

However,theissueofNTT'spartition

hasremainedaseparateargumentwith

nosignofresolution.Itisbeingsaid

thattherehasbeenradicalretreatbythe

proponentsofthepartition.

(4)Securitiescompanies

(3)TheFederationofEconomic

Organizations

InSeptember,theFederationof

EconomicOrganizationsreachedthe

pointofannouncingthe``viewpointon

thestateofthefutureinformation

communicationsmarket;medium-te㎜

rationalization."Thepaperproposed

theab61itionandeasingofregulations,

theprovisionoffairandeffective

competitiveconditionsaswellasthe

implementationandpromotionof

competition,and,wheresupPlementary

activitieswerereqUired,studyingthe

NTTpartitionaswell.Thepaperwas

counter-productivetotheNTrpartition.

However,thefinalreportofJanuary

1996proposedthatthegovernment

shouldexecutearadicalreviewof

communicationsadministrationas

InMarch1995,GoldmanSachs(Japan)

Ltd.releasedareportthatstatedthe

NTTpartitionwouldraiseNTT

managementefficiencyandhelp

Japan'scommunicationsindustry.

MorganStanleyJapanLtd.(Tokyo

Branch)alsoreleasedareportthatstated

thepartitiononlywouldnotprovidea

resolution:thef皿damentalproblem

wouldnotbeanorganizational

configuration,butwhetherthe

regulatingquthoritieswouldsomehow

dealproperlywithissuesof

interconnectionandcostallocation.

(5)TheTelecomm皿icationsPolicy

StudyGroup

ThespeciallyformedTelecommuni-

cationsPolicyStudyGroup(Executive

office:・lntemationalUniversity),which
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iscomprisedofnotedeconomic

researchers,proposedinOctoberthat

the・recognitionoflocalnetwork

bottleneckswasarelicofthepast,and

thatemphasisshouldbeplacedonthe

buildingofasystemframeworkdealing

withmoderncircumstancesandthe

securingofcompetitiverules'

transparencyandfairness,alongwithan

emphasisontheTelecommunications

Council'spublicaccountability,

transparencyandcontinuedfairness.

(6)Others

InSeptember,theJapanCommitteefor

EconomicDevelopmentproposedthe

abolitionoftheNipponTelegraphand

TelephoneCorporationLawandthe

KokusaiDenshinDenwaCo.Ltd.Law .

InNovember,theCommunications

IndustryAssociationofJapanreleased

areportinwhichitdiscussed``trends

controllingtheinformationcommunica-

tionsmarketandthemarket'sfuture

state."Thereportproposedthatwith

thepresentsituationofinternational

competitionbetweencarriers,the

weakeningofNTTthroughpartition

wouldbecontrarytothenational

interest,andthatratherthanpartition,

emphasisshouldbeondelegulationand

onthecreationofcompetitivecondi－

tions.Assuch,theassociation's

membersthinkofN'Irasamajorclient ,

whichisthesortopinionthatwas

expected.

2.ThestrategyoftheMinistry

ofPostsand

Telecommunications

Amongreportsreleasedfromthe

researchgroupsofassembledoutside

expertsbroughttogetherbythel》 血nistry

ofPostsandTelecommunications,

albeitind廿ect,referenestothestateof

NTTappeared.InSeptember,the

Ministry's"Researchgroupsonthe

stateofresearchanddevelopmentinthe

informationcommunicationsindustry

towardthemultimediaage"releasedits

report.Thereportindicatedadecline

inNTT'sresearchanddevelopment

capacitiesandproposedtheneedfor

researchanddevelopmentcompetition.

Althoughtherewasnodirectmention

ofthefact,thereporthintedattheneed

foranNTTpartition.Further,in

October,theMinistry's"Research

groupsonthef血turescenarioofthenew

infbrmationcommunicationsindustry

towardthe21stcentury"releaseda

report.Thisreportindicatedthatlocal

networkbottleneckswouldbecomea

majorimpedimenttothedevelopment
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oftheinformationandcommunications

industry,andproposedthatthepartition

ofNTTwouldbethefastestwayof

resolvingthisproblem.

Ontheotherhand,theMinistryofPostS

andTelecommunications,inresponse

totheopinionthatderegulationwas

inadequate,clalifieddifferentderegula-

tionstrategies.Toavoid1血econclusion

thatderegulationisinadequateandthat

itcouldtherefbrenotbedetermined

whethertheNTTpartitionisnecessary,

theMinistrycreatedaderegulation

environmentpriortothereleaseofthe

TelecommunicationsCouncilreport.

TheMinistryliftedthebanon

interconnectionofpubliclinesand

leasedlinesinAprilof1995.In

October,theMinistrymadeapartofthe

TypeITelecommunicationsCarrier

tariffsanotificationsystem.Thenin

December,theMinisterofPostsand

Telecommunicationsexpressedthe

abolitionoffieldofservicerestriction

onTypeItelecommunlcatlonscamers

withtheexceptionofNTTandKDD.

InJanuary1996,theMinister

announcedthedeleteofsupPlyand

demandregulatoryclauseinTelecom-

municationsBusinessLawandthe

legislationofinterconnectionnlles.He

alsoannounced,alongwiththeapprov田

fortheleaseoffacilitiesofnon-

telecommunicationscarrierentities,

makingthemobilecommunications

servicetariffsanotifiCationsystem.

Theseareclosetothederegulationsthat

dealtwithissuesstatedintheprevious

chapter.

3.NTT,sresponse

Themainpointofpeoplewhosupport

thepartitionofNTTisthemonopoly

oflocalnetwork.Todealwiththis,

NTTannoun㏄dattheendofSeptember

l995atotallocalnetworkopening

strategy.Thisdoesnotonlyfocuson

thelocalexchangelevel,butalso

recognizesinterconnectivityatthe

subscriberlocalswitchlevel,making

physicalcollocationpossible.Itisa

fairlyboldplan.Ifcompleteintercon-

nectivityisrealizedonacostbasis,the

NTTpartitionrationalewilldisappear.

InNovember,NTTalsoproposedthat

OS(whichisloadedonlocalswitches)

shouldbedeterminedafterconsultation

withNCCs.Thiswouldcan㏄lthen㏄d

forNCCstowaitforNTT'ssoftware

rebuildingwhentheyprovidenew

servlces._

SimilarlyinNovember,NTTannou-

ncedanrestructuringplanthatwould
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realizel50,000employeesbytheyear

2000,andaphased-inreductionofthe

maximumdistancechargeoflong-

distancephonecallsto100yenfOra

three-minuteunit.

4.Telecomm皿ications

busineSsfOllowingthe1985

1iberalization

Herewewilllookatthemainareascon-

cerninghowNTTandtelecommuni-

cationscarriershavedeveloped

fbllowingthe1985reforms,upuntilthe

reviewin1996.

(2)Comparisonwiththemain

teleCOmmUniCatiOnSCar「ie「S

Presentmarketconditionscanstill

largelyignoreNCCsinthelocal

telephonemarket.Acomparison

betweendomesticlong-distancecarriers

andNTTrevealsanoverwhelming

marketdominancebyNTTintermsof

revenues(FigureIII.2).However,a

lookatthetrafficshare(numberof

traffic)ofNTTandNCCs,intermsof

thelongdistancemarketonly,reveals

theshareofNCCshasgrowntoasmuch

as31.3%(FigureIII.3).Betweenmajor

cities,theNCCshareexceeds50%.

(1)ThenumberofNTTemployees

ThenumberofNTTemployees

exceeded300,000atthetimeof

privatization.However,asoftheend

offiscall995,employeenumbershad

beenreducedto194,700(FigureIII.1).

However,thesewerejustthefiguresfor

theNTTitself.ManyNTTworkers

wererelocatedtosubsidiaries,anditis

indicatedthatNTT,bydelegatingits

operations,haspaidthesepersonnel

coststothesubsidiaries.Itistherefbre

difficulttoseethis``personnelreduc-

tion"asanexpressionofmanagement

ratiOnalizatiOn.

(3)Adeclineinlong・distance

telephonecallcharges

Atthetimeofmarketliberalization,the

maximumlongdistancetelephonecall

charge(fbra血ree-minuteunit)was400

yen.Presently,NTTcharges140yen

andtheNCCschargel30yenforthe

sameunit,a65%reduction(Figure

III.4).Moreover,thedistanceapplying

tomaximumdistancechargeshasfallen

from320kmormoretolOOkmor

more.NTTpresentlydividesits

distanceclassificatibnintosixparts.

However,acomparisonwithcharges

internationallyrevealsthatNTTstillhas
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Fig.III・1TrendsinNTTemployeenumbers

Year 1985 1986 1987 1988 1989

No.employees 303,951 297,596 291,142 276,650 266,017

Year 1990 1991 1992 1993
'1994

No.employees 257,627 249,942 232,200 215,629 194,700

1988DataCommunicationsDept.separatedandbecameindependent(NTTDataCommunications)

1992MobileComm皿icationsDept.separatedandbecameindependent(NTTDoCoMo)

1994NTTPersonalCommunicationsNetworkjointlyestablishedwithN'IrDoCoMo

TrendsinNTTemploy㏄numbers

300,000-一

250,000

200,㎜

150,000

0

1985'86'87'88'89写0'91'92'93
'94

JIQNo.106,1996 22



Fig・III・2RevenuesofMajorI)omesticCarriers

(billionYen)

FiscalYear 1995 1995 1995 1995 1995

NipponTelegraphand

TelephoneCorporation(NTT)

SalesandRevenues 6,234.8 5,875.7 5,809.1 5,892.3 6,056.0

IncomebefbreTaxes 328.9 142.6 109.5 248.9 352.9

DDICorp.(DDI)

SalesandRevenues 470.2 377.8 293.4 230.7 199.8

IncomebefbreTaxes 57.6 29.3 22.6 24.1 23.4

JapanTelecomCo.,Ltd.(π)

SalesandRevenues 355.5 304.8 250.7 203.7 173.4

IncomebefbreTaxes 41.9 18.2' 16.2 19.8 16.0

TelewayJapanCo叩.σWJ)

SalesandRevenues 103.9 83.7 56.3 40.3 33.8

IncomebefbreTaxes 一5
.7 一14 .5 一12 .5 一8

.1 一7 .1

(Source:Pressrelease)
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Fig.III・3 Thelong・distancetrafficmarketshareofNTTandNCCs

(100millions)

FiscalYear 1987 1988 1989 1990 1991 1992 1993 1994

NITno.traf6c

(share)

一 一 116.9

(90.4)

ll4.6

(84.1)

109.6

(77.6)

105.8

(73.2)

107.3

(70.9)

112.4

(68.7)

NCCsno.traffic

(share)

一 一 12.4

(9.6)

21.6

(15.9)

31.5

(22.4)

38.7

(26.8)

44.0

(29.1)

51.1

(31.3)

NCCsbeganservicesinSeptember1987

Long・distancetra笛cmarketshareofNTTandNCCs

(100millions)
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Fig.III・4TrendsinfeesfbrNTTandNCCs

(comparisonoffeesforthelongestdistance)

(Yen)
500

400

300

200

100

0

19858687888990 9192939495 96

町
NCCs

toomanydistanceclassificationsand

theirchargesarestilltoohigh(Figure

III.5).

(4)Theexpansionofthecellular

phoneandPHS(Personal

Handy・phoneSystem)market

Themobilecommunicationsmarketis

completelyopentocompetitionandas

suchisdifferentfromthelocal

telephonemarketwhichhasnotseen

competitionadvanceatal1.Decreases

inservicechargesareadvancing

rapidly.Inparticular,overthetwoyears

sinceterminalliberalizationinApril

1994,cellulartelephoneserviceshave

recordedayear-on-yeargrowthin

excessoflOO%.Therehasalsobeen

competitionwithPHSwhoseservices

commencedfromJulyl995.Apart

fromthefactthatshort-distance

telephonechargesstillremainhigh,with

theuseoftheoptionalcallingPlan,long－
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Fig.III・5Comparisonoftelephonechargesforprincipalco皿tries

(onayenbasis)

(Yen)Japan

local

lessthan50km

… …lessthan100km

thelongestdistanoe

France

Gemany

160

loo

、80

60

4δ㌔

44

〃

UK

US

distancechargeshavefallentolevels

notinferiortothoseoffixed-telephone

long-distandetelephonecharges.

increasedtheirsubscription,andare

nowpoisedtotakeoversubscriberlines

(FigureIIL6).

PHSservices(whichcommencedwith

theirchargessetatthesamelevelas

pay-telephones)havealsosteadily
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Fig.III・6SubscribersofCellularTelephoneandPHSServices

(thousand)

FiscalYear 1987 1988 1989 1990 1991 1992 1993 1994 1995

Cellular

Telephone

151 243 489 868 1,378 1,712 2,131 4,331 10,204

PHS 一 一 一 一 一 一 一 一 1,516

Tota1 151 243 489 868 1,378 1,712 2,131 4,331 11,720

(Source:Pressrelease)
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IV.TheTelecommunications

Council,sReportand

theGovemment,sDecision

OnFebruary29,1996,theTelecommu-

nicationsCouncilsubmittedareportto

theMinisterofPostsandTelecommu-

nicationsconcemingNipponTelegraph

andTelephoneCorp.andpromoting

dynamismintheinformationcommu-

nicationsindustry.However,few

thoughtthiswasanyconclusionsover

thisissue,andtherewasrathermoreof

afbcusonwhatkindofconclusionsthe

governmentwoulddrawwithregardto

thismatterbytheendofMarch.

1.Contentsofthereportby

theTelecommunications

Councis

TheTelecommunicationsCo皿cil

concludedthattoactivateavital

infrastructurewithintheinfomlation

communicationsindustrythatwill

supPortJapan'ssocio-econolnicfUtUre,

andtohastenthisdevelopment,itis

necessarytocarryoutnon-structural

measuressuchasderegulationandthe

assigningofinterconnectivity

obligations,andstructuralmeasures

involvingNTT'spartition.Thecouncil

haspresentedthefollowingproposal

detailingaNTTreorganization.

(1)TheNTTreorganizationplan

Thefbllowingeightcategoriesdealwith

concreteproposals.

a)ThepresentNTTwillbereorgani-

zedintoonelong-distancecarrierand

tWOIOCalCarrierS.

b)Thelong-distancecarrierwillbe

completelyprivatized.

c)Thelong-distancecarrierwillbe

allowedtoenterintemationalcommuni-

cations,CATV,contents,andothernew

sectors,whileatthesametime,being

grantedtoenterlocalmarkets.The

JIQNo.106,1996 28



long-distancecarrierwillalsosucceed

tothepresentsharesofNTTData

CommunicationsCorp.,NTTMobile

CommunicationsNetworkgroup,and

NTTPersonalCommunications

Networkgroup.

d)Inordertosecureuniversalservices

inexistingbusinessareas,10calca∬iers

willbespecialcompaniesand,

ultimately,willbecompletlyprivatized

dependingonthecompetitioninlocal

markets.

e)Localcarriersaretobeallowedto

entertelephone,CATV,contents,and

othersoutsidetheirbusinessareas.

f)Toexpandbusinesswithinthelocal

operators'businessareas,becauseofthe

concernsovermonopolisticpower

beingexerted,marketentryintolong-

distancecomm皿ications(long-

distan'cecommunicationswithinthe

area,aswellaslong-distancecommun-

icationsdispatchedwithinthearea),

intemationalcommunications,CATV,

andcontentswillberegulatedforthe

present・

andcreditors.

h)Thereorganizationtargetperiod

willbefiscall998.

Thereislittledifferencebetweenthis

「est「uctu「ingproposalandthe

divestitureofAT&Tinl984.Inthe

Americancase,thecompanywas

dividedintosevenlocalfimsbutin

Japan'scase,thesmallermarketscale

dictatedasmallerdivisionintotwo

regionalfirms;thisbeingtheonly

differencebetweenthetwocases.In

Februaryl996,intheUnitedStates,the

TelecommunicationsActofl996

reformedtheCommunicationsActof

l934,bringingwithitmuchgreater

liberalization.TherestructuringPlan

closelymirrorstheAmericanframe-

workofregulationsbeforetheTelecom-

municationsActof1996wasesta-

blished,andisconfirmationoftheTele-

communicationsCouncil'saffirmation

thatthecurrentstageofJapan's

telecommunicationsisstillatthemid-

1980softheU.S.

(3)ThestatusofKI)D

g)SufficientConsiderationwillbe

giventotheabovemeasuresintems

ofsecuringtherightsofstockholders

BothNTTandKDDarespecial

companiesthatwereestablishedin

accordancewithspeciallaws.Their
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corporateactivitiesarelimitedtothe

domesticandinternationalfields,

respectively,andobligedtooffer

universalserviceintheirfields.

However,changesintheintemational

communicationsclimatesuchas

alliancesbetweenmega-carriers,

escalatingcompetitionwithinterna-

tionalNCCs,andrelaxationofregula-

tionsintheindustrytoencourage

competitionhaveundercuttheneedto

regulateKDDasaspecialcompany.

Furthemlore,KDDandotherinterna-

tionalNCCscompetebyusingtheir

ownfacilities,andthereisnodepen-

dencyrelationshipinthisrespect

betweentheNCCsandKDD,which

meansthatthereisnomonopolyasis

thecasedomesticallywithNTr.

Asaresult,thefollowingpoliciesare

indicatedregardingKDD'sstatus.

a)KDDwillbeallowedtooffer

domestictelecommunicationsservices

fromanearlydate,beforeNTT's

restmctunng・

b)StudyonabolishingtheKqkusai

DenshinDenwaCo.,Ltd.,Lawonce

stableserviceareasasKDDhavebeen

securedbyothercarriers.

KDDisJapan'slargestinternational

telecommunicationscarrier(Fig.IV-1)

Fig.IV・1MarketShareofInternationalTelecommunicationServices

Total349,019millionyeninFiscal1995
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withahighbrandprofile;however,it

doesnotcomparefavorablyinsales

figureswithotherTypeITelecommuni-

cationsCarriers,atl/250fNTT'ssales

andalsolessthanthedomesticlong-

distanceNCCs,DDIandJT.KDDhas

1/5theoverallsalesoftheentireNTT

DoCoMoGroup,whichoffersmobile

telecommunicationsservices(Fig.IV-

2).Aswecansee,KDD'sinfluenceis

restrictedtotheinternationalmarket.'

Fig・IV・2RevenueComparisonofMajorCarriers

N'll「(6,234.8billionyen)

billionyen)

Inviewofthisfact,itisnosurprisethat

arelaxationoffieldofservicerestric_

tionswouldremovethebasisforspecial

regulationsforcarrierssuchasthisone,

whichhaveacomparativelysmallsales

base.TheTelecommunications

Counci1'sreportonlyrecognizesthese

pointsregardingKDD'sstatus.

2.Governmentdecisions

TelecommunicationsCouncil,thet㎞ee

governingparties(theLDP,SocialDe-

mocrats,andtheNewPartySakigake)

setupaworkingteamtoinvestigate

N'IT'sfbrmofmanagement.Theteam

foundthattheendofMarchwastoo

earlytoprovideasolutionandobtained

agreementtOCOntmUelnveStlgat10nS

withtheaimofreachingaconclusion

intimeforthefollowingordinary

sessionoftheDiet.

Onacceptanceofthereportfromthe
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Theproblemthataroseconcerhedthe

estimatedbalancesforthenewfirms

thatweretobeestablishedafterNTT

wasrestructured.Thereportstatesthat

allthreefirmswouldstartthe1999

fiscalyearintheblackwhereasthe

estimateswhichNTTshowedtothe

govemment'sworkingteamwerethat

theregionalfirmmanagingwestern

Japanwouldbeoperatingatadeficit.

Sincebothpartiesreachedtheir

conclusionsbasedondifferent

premises,thegovemment'sworking

teamwasunabletomakeapolitical

judgnnentontheapPropriatenessofthe

NTrIestructuring,andtheteamdecided

tosuspendanevaluationofNTT's

statusfbraboutoneyear.However,it

wasdecidedthattheywouldreviewthe

pro91ressoftherelaxationofregulations

amdclarifyingtleinterconnectionrules.

Theabolitionofthesupplyanddemand

adjustmentclauseinTelecommuni-

cationsBusinessLawwasalso

confimed.Itwasdecidedthatpolicies

regardingKDDwereindependentof

anyfindingsrelatedtoN「 「randthatthe

formerwouldbegindomestic

operationsfromanearlydate・

Thedecisiontodelaytheevaluationwas

partlyanaturalresponsetothe

anticipationofstronglobbyingfrom

bothproandconfactionsregardingthe

partitioningofNTT.

Whateverthecase,therewillbeno

judgmentregardingNTT'sresmmcturing

fbrthetimebeing.

anotheroneyear.

Wemustwaitfor

3.Resultsofthe1996

Telecommunications

Refbrms

ThoughtheNTTissuewaspostponed,

thediscussionresultedinannounce-

mentsofapolicytorelaxseveral

regulationsthisyear,solvinginone

moveissuesthathavebeenaroundfor

thepasttenyears.Thefollowingisan

introductiontotheseimportantmoves,

whichwehavealsoindicatedintabular

f()rm(TableIV-1).

(1)Abolitionofsupply・and・

demandadjustmentclause

Article100ftheTelecommunications

BusinessLawwhichwasestablishedto

considerthestateofsupplyanddemahd

ofthemarketwhenissuinglicensesto

TypeITelecommunicationsCarriers

Planningtoenterit,istobedeleted・In

dealingwithwithdrawalregulations,it
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wasdecidedtocontinuewiththecurrent

systemandstartprogressivelywitha

notificationsysteminareaswherethe

intensificationofcompetitionandthe

emergenceofalternativecarriers

alreadyexist.

(2)Abolitionofrestrictionsonthe

fieldofservices

Restrictionsonthefieldofservicesby

telecommunicationscarriersotherthan

NTTorKDDaretobeabolished.By

theendoffiscal1996,KDDwouldalso

startdomesticoperations.

(3)Notificationsystemtobe

introducedforTypeI

teleCOmmUniCatiOnSCarrie「

tariffs

Allfeesusedtorequireauthorization,

butnowallfeesotherthantheverybasic

onesrelatedtopeople'spersonaland

businessliveswillbeonanotification

system.Tariffsfortheverycompetitive

mobilecommunicationsbusinesswill

alsouseanotificationsystem.The

authorizationsystemforotherfeeswill

bereviewedonceafairandefficient

competitiveclimatehasbeenestablish-

ed.

(4)Interconnectionobligationand

therulesthatgovernit

Theinterconn(ミctionobligation,

clarificationofinterconnectioncosts,

technicalconditionsrequiredfor

lnterconnectton(unbundling,etc.),

conditionsrequiredfortheuseof

interconnectingequipment(collocation,

useofpolesandconduits,etc.),andhow

tocarryoutnumberportabilityareto

beconcretelydetermined.

(5)Interconnectionofpublic

networkandleasedlines(voice

traffrlc)

InterconnectionofPSTNandleased

linesatoneend(voicetraffic)was

allowedfromApril1995.Full

liberalizationisduebytheendoffiscal

1996.Withregardtointemationallines,

onlythesimpleresaleofpubliclines

wasrecognized;however,full

liberalizationisdueinfisca11997.

(6)Foreignownershiprestrictions

InApril1996,theMinistryofPostsand

Telecommunicationsannounceda

policytoabolishforeignownership

restrictionsonTypeItelecommuni-

cationscarriersotherthanNTTand
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KDD.

4.]Futureofthe

Telecommunications

Industry

Mergerandacquisitionactivities

betweeninternationalcarriersand

domesticNCCsisunavoidableinthe

wakeoftheabolitionoffieldofservice

restrictionsotherthanNTr.lntegration

ofthecurrentlyfragmentedmarketwill

resultintheclearsurPlusofcurrently

operatingcarriers(TableIV-2).If

regionalNCCsownedbypower

companiesmerge,abiginfluentialfirms

willapPear.Evenjustbyestablishing

interconnectionandnumberportability,

thesefirmswillproveverycompetitive

toNTr.Untilsuchtimeasthereare

twotothreef㎞scompetingwithNTr

fortotalinternationalandregional

services,wecanexpectthenumberof

mergersandacquisitionstoincrease.

InAprill996,theMinistryofPostsand

Telecommunicationshasannouncedits

intentiontoabolishrestrictionson

foreignownershipforTypeIcarriers

otherthanKDDandNTT,andthisis

likelytohapPeninthe1997fiscalyear.

TheimpendingresrmcturingofJapan's

teleCOmmuniCatiOnSCarrierSwillnO

doubtbecharacterizedbyastrongrole

beingplayedbymajorcarriersfrom

overseaswhowillbefacedwithan

enormousbusinessoPPortunityin

enteringtheworld'ssecondlargest

market.

Asmentionedearlier,thereportfrom

theTelecommunicationsCouncilpointS

totheintroductionofaregulatory

frameworkwhichhasalreadybeen

revisedintheUS.However,itis

questionablewhetherJapan,whichis

tenyearsbehind,shouldadoptasystem

thatistenyearsold.Theultimate

purPoseistosolvethebottlenecksin

thelocalnetworkanditseemsfromthe

reportproposingthatNTTbedivided

intotwonewf㎞sthattherestnlcturing

ofNTTwillsimplyendupwiththese

twofirmshandlingthebottlenecks

instead.Itisofgreaterimportanceto

openthenetworksbyobliging

interconnection,clal旬ngtherules,and

offeringnumberportability.Indeed,

eventhelooseningofrestrictionsand

rationalizationin1996reformwillhave

far-reachingresults.
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TablelV・1(1)

Item Natureofpmposals Pe亘odofexecution

(1)TypeI (a)Tocontinuepromotingtransparencyofentry Pmcessed

telecommunications approvalppoceduresfbrTypeItel㏄ommunications 23Januaryl996
⑳ ・

CamerSentry camers.

reguladons,etc. Thisincludesproductionofamanualinfisca11995 Pmcessed

detailingtheTelecommunicationsBusinessLaw, 29September1995

apPPDv泊 ㎝teha,andco㎜erci記izadonguidelines

andistobecoupledwiththeprovisionof

infbπna目onth頁)ughconventionsandthepublishing

ofofficialdocumentsffomalltypesofrelevant

resea1℃hbodies.

(b)Abolitionoffieldofservicerestrictions Pmcessed

(intemadonal,nadonal,long-distance,Iegional,etc.)23,24Januaryl996
brT四eheleco㎜unicationsc㎞erso血er血 ㎝

NTTorKDD

(c)Tbcanyoutthefbllowingmeasulesandinvesdgate 1996financialyear

theestablishmentofanewstructurethatgrants (discussionsregalding

publicutilityprivilegesfbrthatpurpose. theestablishmentofa

(i)Abolishordinancesdesignedtoeliminatean
.

neWS仕UCtU鰺granロng

excessoffacUides(clausesland20fArticle publicutilitypri一
100ftheEl㏄o㎜unicadonsBusinessUw) vileges)

(ii)Withregardtowithdrawalregulations,to
introduceanotificationsystemprogressively Investigateandstart

sta丘ingwitha民aswheletheintensificationof progressivenotifica一

competitionandtheemergenceofaltemate
● ■
tlonma㏄aswhichthe

. cal了iersakeadyexist.
・・ σ

competltlveenvlron一

mentakeadyex輌sts

Widlregaldtowid】drawalregulations,thecuπent Processed

system(Articlel80ftheTelecommunications 23Januaryl996

BusinessLaw)istoberetainedandhgorously
operatedalongtheselines.

4

(d)Recognizetheleaseoffacilides丘omentitiesother Processed

血anTypeIcarHers. Ma㏄hl996.

(2)N1三T'sstatus,etc. (a)Anearlyres1TucmringofN]「r'sstatusisrequ丘ed fiscal1996

inviewofthestateoftheinternational (underinvesdgation)
任1㏄o㎜ 皿icad㎝s㎜ket飢d由ecompe6dveness

ofthedomesticenvimnment.However,theendof

the'95fiscalyearistooearlyadatebywhichto

reachaconclusion.

Therefbre,investigationswillcontinuealongthe

linesoftheTeleco㎜unicationsCounciFsrepoπ

withdueconsiderationtotheopinionsofthosein

thebusiness,whilegraduallypromotingthe

relaxationofrestrictionsandthesmoothening

in紀節conn㏄donppocedu民s,withtheaimofreaching

aconclusionbythenexto】rdinaryDietsession.

(b)FacilitateearlyentrybyKDDintothedomestic fiscall996

teleco㎜unicadonsm訂ket. (underinvestigadon)
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TableIV・1(2)

Item NamreofpK)posals Periodofexecution

(3)Feesandservices (a)Inordertosecureaninexpensive,high-quality 16June1995

regulationsofTypeI service,establishanenvironmentconducivetofa壮 (mid-termreport
tel㏄ommunicationS andeffectivecompetitionandinvestigateafee released)

今

camers systemapPlopriatetothemultimediaage.

30May1996

(reportof祀sults

released)

(b)Widlreg田dtoaf3e-determiningsystem,k)maintain Fimcommitmentto

theopennessofthesystemthroughpublicationof openthefee-deter一

infbmationandstrivetocarryoutapPropHate miningsystemtothe

pr㏄essingwithinthestandardprocessingpedod. publicandcarryout

pr㏄essingwithinthe

standardprocessing

period

(c)ToreviewtherangeoftheauthorizationsystemfOr Pr㏄essed

允esandtoin仕oduceapreliminarynotification 10ctoberl995

systemotherthanthosef皿damentahopelsonaland

businessactivitiesafterdulyconsidennghowto

maintain舳rcompetidonandconsumerprotecdon.

Toclarifythefeessu司ecttothispreliminary

nOt岨CatiOnSyStem.

(d)TostartanotificationsystemforfeesfbrInobile 1996fiscalyear

communicationssuchasmobileandcarphones,

PHS(PersonalHandyphoneSystem),andpaging
.

serVlces.・

Toreviewtheauthorizationsystemfbrotherfees

onceafaセandeffectivecompetitiveenvironment

isinplace.

(e)Intheinterestsofprotectingconsumersand Law祀fbrmed

lighteningtheburdenoncarriers,tointroduce 10ctobef1995

standardstipulationssothateverythingthatisin

agreementwiththesestipulationsisconsidered

autho亘zed. September1996

(paging)

(f)Inthemterestsofprotecdngconsu㎝ ∋rs,estabnshing 1997fiscalyear

asystemtodealwithoonsumercolnplaints㏄garding

teleco㎜unicadons輪s皿dsewices.
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TableIV-1(3)

Item Natureofproposals Periodofexecution

(4)Network. (a)Toconc爬telydetemUnethenat田eofthebasicmles Generalmeasures
.●
1nterCOnneCt10n fbrinterconnection,includingthefbllowingitems, pr㏄essed
regulations withaviewtomaintainingtheopennessof

intercom㏄tionconditions,andpmmodngavariety Du亘ng1996fisca1

ofinterconnectionfomatswithNTTregional
yea「

co㎜unicadonsnetworks.

(i)Obligationofinterconnection

(ii)Tableoffeesands直puladonsfbr㎞te㏄omec一

tionconditions

. (iii)Determinationofstandardsandmethodsfor・ ●7
1nterconnecロonaccountsanddetailingfees

(unbundling),etc.
、 (iv)Detemlinationoftechnicalconditionsfbr

fUncdonsrequiredfbrinterconn㏄donsuchas ・

unbundling.

(v)DeterminationofconditionsfOruseofstations

(collocation),pOles,conduits,andother
・

equlpment

(vi)MethodofcarryingoutnumberportabiUty

(userkeepsthesamenumberevenwhen L

changingcarriers)

.
Establishmentofmeasurestomaintainthef泊mess, 1996fiscalyear

neutrality,andopennessoftheadministrationofthe (underinvesdgation)
system,e・9・,insupervisionandregulation

pr㏄edures

(b)Gradualinロroductionofinterconnecdonofprivate 1Ap亘ll995

voicelinesandpublicnetworksbasedontheactual InterCOnneCtiOnatOne

o隅Ungcon画onsofTypeIteleco㎜unications endau由orized
.

carners

During1996fiscalyear
. (completeliberalizadon)

(c)Gradualintroductionofbasicvoiceservicesof 1Ap亘11995

intemationalVANnetworksbasedontheactual Simpleresaleofphvate

operatingconditionsofTypeItelecommunications 1inesauthorized

ca∬iersandintemadonalconditions

Duringl997

(completeliberalizadon)

(d)Facilitatebreak-outsbyintemadonalprivateline Pmcessed
services(facilitatecommunicationswithathird一 lJuly,1995

countrybyinterconnectingwithapublicnetwork

intheotherendcountryoftheintemadonalprivate

network)

(e)InthecaseofexpansionsbyTypeItelecommuni一 Pr㏄essed

cationscarriersofferinginternational 22February,1996

communicationsservices,maintainflexibilityin

facilitatingdesignatedlineusethroughathird一

countryintermediarywi由outrelyingondirect
・

connectlons
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TableIV・1(4)

Item NatureofpK)posals Pehodofexecu目on

(5)Fo鵡ignownership
..

rest「1ctlons

Toinvestigatefurtherrelaxationoffbreignownership

resthctionsfbrTypeIca㎡ersbasedontheresultsof

basictelecommunicationsnegotiationsintheWTO

regaldingliberalizationonaglobalscale.

Apn11996

Declarationofaboli-

tionoffbreignowner-

shiprestrictionsfor

carriersotherthan

NTTandKDD

(6)TypeII

tel㏄O㎜UniCatiOnS
.

camers

TorevisetheenvimnmentstandardsfbrSp㏄ialType

meleco㎜unicationsc㎞ers,andexpandtherange

ofco叩or飢eacdv近iesofGeneralTypeIItel㏄ommu-
・ ・.

n1Cat10nSCanコerS

Pmcessed

July1996
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TableIV・2NumberofCarriers

asoftheendoffiscalyear 1988 1989 1990 1991 1992 19935 1994 1995

TypeIcaπier 45 62 68 70 80 86 111 126

Domestic 42 59 65 67 77 83 108 123

㎜
、..■..,.■
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..',
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.......■
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..'● ●
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一

1
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9
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3
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2
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11

・
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,■,
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.,.・
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1

..

9
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3

,,.

4
・..,.

16

...■.
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..,,.
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・..
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,...

10

.

一

Intemadonal 3 3 3 3 3 3 3 3

TypeIIcaπier 693 841 943 1,036 1,179 1,589 2,107 3,134

Sp㏄ial

..■.■ ㊨,■ ■ ■

Gener田

25

.■..

668

28

・ ・.

813

31

....

912

36
...

1,000

36

■.

1,143

39

.■.

1,550

44

■,

2,063

50
、....

3,084

Total 738 903 1,011 1,106

1-・ ・

1,259 1,675 2,218 3,260

(Source:1∨IPT)
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