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FromtheEditor

TheMinistryofPostsandTelecom-

m皿ications(MPT)predictsthat

Japan'smultimediamarketwillen-

largeto123trilliopyenby2010,

accountingfor5.7%ofGDP.Ac-

cordingtotheMPT,newmarketsof

some56trillionyenwillbegenerat-

edbyconstructingandextending

opticalfibernetworksforvideopro-

gramdistribution,TVshopping,

softwaredistributiop, .andnetwork

terminals,whiletheexistingmulti-

mediamarketwillgrowto67tril-

lionyenthroughexpansionofopti-

calfibernetworks.TheMPTalso

predictsthatthesenewmarketswill

createnewemploymentfbr2.4mil-

lionpersons.Althoughvariousdef-

initionsofmultimediahavebeen

proposed,ingeneraluseitindicates

highspeeddigitalexchangeofvoice,

data,andimagesthroughthecon-

Vergenceoftelecommunicationsand

broadcasting.

InJanuary・1996,theElectronic

CommercePromotionCouncilof

Japan(ECOM)wasestablishedas

aJIPDEC-affiliatedorganization

underMITI'sguidance.Whilean-

otherJIPDEC-a伍liatedorganiza-

tion,theCenterfbrtheInfbrmati－

zationofIndustry(CII),hasbeen

engagedinvariousactivitiestopro-

moteEDIinJapan,theaimofElec-

tronicCommerce(EC)ismuch

broader:toimplementanopenelec-

tronicnetworkf()rcommercialtrans-

actionsnotonlybetweenspecific

companies,butalsoformany,non-

specificusersoverawidearea,in-

cludinggeneralconsumers. .To

achievethispurpose,thosetechnol-

「ogiesneededf()rtransactionsbe -

tweenenterprisesandconsumers

arebeingdevelopedandimplemen-

tationexperimentsinencryption,

authenticationtechnologies,andIC

cardsoftwareandhardwaretech-

nologiesareplanned・
.Intheexper-

iments,workshopsaretobesetup
、

onindividualthemescoveringtech-

nologicalissuessuchasstandard-

izationofcommodityattributein-

f()rniation,securitytechnology,per-

sonalidentificationtechnology,IC

cards,relatedlegalsystems,priva-

cy,andsystemsf()rin .ternational

transactions.Tenbillionyenwas

apPropriatedfbrECpromotion

projectsinthefiscal1995primary

supplementarybudget.Inthefis-

cal1995secondarysupplementary

budget,21.75billioriyenwasap－
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propriatedf()r"advancedinter-

enterpriseECimplementation3x-

perime .nts・"Itstargetsare"stan-

dardizationofcommodityattribute

markingspecifications,""implemen-

tationofdigitalizationtechnology

basedonbasicspecificationsand

developmentofinfbrmationshar-

ingenvironmentsonnetworks,"

and"EDIfortransactionanddistri-

butioninf()rmationoverawide

rangeof-includingmedium-and

small-sizedenterprisesbyuseofthe

InternetorPCcommunications."

Nineteenprojectshavebeenselect-

edfrommorethan200proposals

presentedtoaccomplishthesetar-

gets.Theworkinggroupsthatwere

setupfbrtheindividualprojects

havebeguntheirdevelopmentac-

tivities.

Characterinformationhasbeenthe

majorfbcusofcomm皿icationsfor

mOSteleCtrOniCtranSaCtiOnSyStemS

thathavebeendevelopedupuntil

now・Sinceprqgressinmultimedia

technologywillenableinformation

'transmissiontOincl
udeimageand

voicedata,thepotentialsforEC

shouldexpandgreatly.

Recently,NTTannouncedtheOpen

ComputerNetwork(OCN)plan.By

lowe㎡ngchargesforconnectionto

theIntemet,thisplanwillpromote

theuseofmultimediacommunica－

tions.UnderNTT'sleadership,var-

iOusmultimedia-relatedprojectsare

皿derway.Rapidprogressinmul-

timedia-relatedtechnologyandnet-

workingisexertingatnajorinflu-

encenotonlyontheindustrialstruc-

ture,butalsoontheindividualbusi-

nessstrategiesofcompaniesinJa-

pan.However,a・greatmanyprob-

lemsmustbesolvedinorderto

smoothlypromotemultimediaap-

plicationinindustry.Forexample,

enormousfundsf()rinfrastructure

developmentsuchasfbropticalfi-

berinstallationmustsomehowbe

obtained.Otherissuesincludeser-'

vicechargesystems,intellectual

propertyrights,andd3regulation.

Atthesametime,suffiicientconsid-

eratiohmustbegiventothebusi-

nesspracticesandcommercialcus-

tomsthatar3UniquetoJapan.

Thisissue・introducesprogressin

multimediainJapananditsinflu-

enceonindustry.Wehopethatthe

inf()rmationwillbeofusetoour

readers.

YujiYamadori

Director

Research&InternationalMairs
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1.FromClosedNetwork

toOpenNetwOrk

-TransformationoftheJapanese

EconomyintheInformationAge－

JiroKokuryo

KeioUniversity

GraduateSchoolofBusinessAdministration

1.Introduction

Japanisabouttoenterthe21st

centurywithmixedfeelingsofex-

pectationanduncertainty.Thebold

assertions,voiceduntilonlyre-

cently,thatthe21stcenturywould

bethe"centuryofJapan"areno

longertobeheard.Instead,some

doubtwhetherJapanwillevenbe

abletokeepupwithworldtrends.

Evenweretheindividualissuesim-

mediatelyfacingJapantobesolved,

astructuralproblemwoUldstillper-

sist:namely,thefactthattheorga-

nizationalprinciplesgoverning

Japanesesocietyare``clOsed."The

sel仁suf臼cient,closedbusinessprac-

ticesbywhichasinglebusiness

groupfUlfillsallfunctions,thead-

ministrativeframeworkunder

whichdiscretionaryregulationsqre

enf()rcedunderambiguousrules,

andstructuresbuiltuponnebulous

designationsofreSPonsil)ilityareall

factorsthatservetoisolateJapa-

neseorganizationsfromtheoutside.

Duringaperiodwhenallfunctions

frombusinessactivitiestodailylife

weresatisfiedwithinaself-suffri二

cientsociety,inwardly-fbcusedor-

ganizationscouldbereliedonand

indeedwerequitepowerful.This

typeofsocietyhasbeenfavorably

evaluatedasbeingabletomanage

organizationalfunctionswithex-

tremeflexibility,throughclose-knit

interactionsbetweenfellowmem-

berswhounderstandeachother

well.Buttheviabilityofthistype

offrameworkisbeingquestionedas

globalizationofbusinessandsoci－
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etyprogressesamidtoday'snet-

workingofinformation.

Infbrmationnetworksaredevelop-

ingatapacefaroutstripPingeven

theexpectationsofspecialistsin

relatedresearchsuchasmysel£

Althoughoverstatementshouldbe

avoided,itisquitelikelythatthe

maindrivingfbrceofthe21stcen-

turywillbeinfbrmation,justasthe

20thcenturywaspropelledbythe

energyrevolution.

Technicaldiscussionaside,today's

informationnetworksmakeitpos-

siblef()rfar-flungindividualsand

firmstofbrmlinkages,overcoming

conventionalphysicalrestrictions.

Anageisar亘vingwhenpeoplefor-

merlyseparatedsociallyandeco-

nomicallyareabletotranscendna-

tionalandorganizationalbarriers

toexchangeinf()rmationbasedon

freely-formedalliances.

Aspreviouslyimpossiblepatterns

ofalliancebecomepossible,ideas

aboutthenatureofthefamily,the

company,andthenationarebeing

transformed.Oneexampleofthis

canbeseenintherealmofeco-

nOmiCaCtivity.FrOmanagein

whichlargecorporationsfoundover-

all,competitivestrengthinhaving

afullrangeoffunctionalcapabili-

tieswithinagroupofrelatedcom－

paniesinaspecificgeographical

area,weareenteringanerawhen

companiescarveoutparticular

realmsofexpertiseandf()rmglobal

tieswithothercompanieswithex-

cellenceWithinthatrealm,building

supplysystemsthatprovideprod-

uctsworldwide.・

Networksintimatelytiedtoindi-

viduallifestylesarealsodevelop-

ingapace.Oneofmyuniversity

studentsrecentlydidaresearch

P「()jectongoservicesprovidedover

theInternet(goisatraditionalOri-

.entalboardgame).Hefoundthat

inNet``goclubs,"goenthusiasts

werecrossingtheoceanstomake

friendswithfellowgofanswithtime

ontheirhandsthousandsofkilome-

tersaway,andweretakingadvan-

tageof"chat"sessions(whichstill

employonlycharactertransmis-

sions)toconversewhileplaying

games.Movingbeyondthegame

itself,the``goclubs"werebecoming

internationalplazasf()rfriendship.

Mystudentbecameexcitedatthe

greatpowerthisgavetotheelderly

orphysicallychallengedtof()rmdi-

rect,first-handcontactswiththe

worldatlarge.Arecentgraduate,

hehasnowlaunchedabusinessto

providesuchservices.

Amidthesechangingmovementsby

individualsandcompanies,thena－

JIQNo.105,1996 4



tureofthenationwillinevitably

alsobetransfbrmed.Theageof

separationbetween"them"and"us"

basedonnationalboundarieshas'

alreadypassed.Forexample,when

itbecomesnormalfbrconsumersto

makepurchasesdirectlyfromover-

seasbusinessesbynetwork,and

economiesjointogetherintoasingle

entity,di脆rencesinlegalcodesbe-

tweencountriesmaydevelopintoa

majorproblem.Attheveryleast,a

unifiedcommercialcodeandregu-

1ationsandcommonbusinessprac-

ticeswillbecomeanecessity.One

mustpresumetha七,hqweverregret-

table,crimealsowillbecomein-

creasinglyglobalized.Whendistri-

butionofpornographybecomesglo-

balinscale,drawingoflinestode-

marcatemoraldistinctionswillno

longerhaveanymeaningifitonly

involveSaSinglecountry.

Inaworldinwhichsocietyisfast

becomingglobalized,theinwardly-

orientedmakeupofJapan'senter-

P.risesandsocietypresentsveryreal

risks.Iftheyremainasis,Japan

willbeexcludedfromtheinterna-

tionalsocialandeconomicactivi-

tiesthataredevelopinginthein-

frastructurecalled``cyberspace"

throughutilizationoftheopenchar-

acteristicsofnetworks.Another

problemisthataninwardorienta-

tionresultsinalackofcapacityfbr

self-ref{)rmation.Attheriskofof-

fendingmyfellowJapanese,it

seemstomethatcurrentorganiza-

tionsinJapanarethinkingonlyof

theirownself-defense,whileignor-

ingexternalchangesintheirenvi-

ronments.

Inordertocreateanopensocietyor

organization,theremust'bepoints

ofcontactwiththeoutside.Ide-

scribethisas``creationoforganiza-

tionswithopeninterfaces."The

meaningofhavingopeninterfaces

liesinbeingabletobuildsystems

withlinksallovertheworldbydi-

visionofresponsibilitiesusing

clearly-understoodmethodsthat

canbeunderstoodbyall.Upuntil

now,however,Japanesesocietyand

organizationshavetakenpridein

uniqueness,operatingusinglan-

guageandrulesthatcouldbeun-

derstoodonlybyinsiders.`℃reat-

ingopeninterfaces"meansto

changesothatitwillbepossiblefor

thesetobeunderstoodbythoseon

theoutside.

Havingopeninterfacesdoesnot

meanthatJapanmustUncondition-

aUyacceptthemethodsoff()reign

countries.Nordoesitmeanthat

wemustloseourownidentity.In-

stead,itmeanstomakethisindi-

viduality``intelligible"totherestof

theworldandmakeeffortssothat

5 胡 【QNo.105,1996



itwillbeaccepted.Japanhasa

cultureandatechnologicalprow6ss

ofwhichwecanjustifiablybeproud.

Havingopeninte㎡acesmeansto

communicateandexpressourselves

plainly,informsthatwillmakethe

worldapPreciateJapan's"exper-

tise,"whichuptonowwehavepre-

ferredtobelievenooneelsecan

understand.

2.WavesofTechnological

Innovation

Letusreviewthenatureofpresent

technologicaladvancements."In-

ter-organizationalinfbrmationsys-

tems"maybedefinedassystems

thatconnectcompaniesusingcom-

municationsnetworks.Manycom-

mentatorshavepointedoutthat

theywillnotonlyaffectthecom-

petitivenessofindividualcom-

panies,butwillalsochangethe

structureofthemarketitself.

StrUCtUref()rCOmmerCialtranSaC-

tiOnSCOveringmanyOrganizatiOnS.

Thecurrentexcitementaboutcom-

puternetworksarisesfromthestar-

tlingnewpotentialtheYhavebeen

providedbythreefactorsthatdis-

tinguishcontemporarycomputer

networksfromthoseofthepast.

First,itisnowpossibletoconstruct

tranSaCtiOnSyStemSatfarlOwerCOSt

thanbef()re,duetotheadvanceof

so-calleddistributeddatabasesand

distributedprocessingnetworks

suchastheInternet.Therangeof

useistherebybroadeneddramati-

cally,extendingeventotheindi-

vidual.Traditionalelectronicdata

interchangewasdevelopedonthe

premisethatdatawouldbeex-

changedbetweencorporations,but

theremaybesignificantgrowthin

transactionsbetweencorporations

andindividualsandbetweenindi-

vidualsfromnowon.

Vieweddispassionately,however,

commercialuseofcomputernet-

'
worksisnothingnew.Ithasex-

istedinvariousfbrmssincethe

1960s.Onefamousexampleisthe

SABREreservationsysteminthe

airlineindustry.InJapan,large

systemssuchastheZenginSystem

(systemoftheFederationofBank-

ersAssociationsofJapan)have

playedimportantrolesasinfra－

Thesecondfactorisfunctionalim-

provement.Conventionaltransac-

tionsystemshavechieflyhandled

characterdata,butcontemporary

networksarecapableofmultime.

diainformationtransmissionusing

voiceandimagedata.Thisexpands

thescopeoftransactionsthatcan

behandledelectronically,sothat

newobjectsofelectronictransac-

tionareexpectedtoemerge.One

JIQNo.105,1996 6



greatchangeisthatithasbecome

possibletobasenegotiationsbe-

tweencompaniesondesigndraw-

ings,nowthatCADdatacanbe

exchangedathighspeed.Inthe

past,networktransactionscould

onlyinvolveproductsthatcouldbe

specifiedusingcharacterssuchas

productcodes.Butwhenproduct

inf()rmationcanbeexpressedover

thenetworkusingdrawings,even

customizedproductscanbecome

objectsoftransaction.Thisalone

drasticallyexpandsthepossibilities

fOreleCtrOniCCOmmerCe.

Thethirdfactoristhe"openness"of

thenewnetworks.Conventional

computernetworkshavebeenused

primarilyforexchangeofinforma-

tionbetweenpartiesspecifiedin

advance.Inmanycases,thesewere

closednetworksfbraspecificcom-

panyorbusinessgroup.Thesys-

temsweredesignedwithclosed

structuresthatmadeitimpossible

toconnecttotheoutside,byusing

uniqueprotocolsinsystemconstruc-

tion.Thiswasparticularlytrueof

theinter-companysystemscon-

structedunderthesloganofSIS

(StrategicInformationSystems),

networksbasedondist㎡butingpro-

prietaryterminalstocustomers

withtheintentionalaimof"enclos-

ing"themsotheycouldnottieup

withanyothercompany(Figure1).

Transactions

betweenparties

notspeci丘edin

advance

Transactions
betweenparties
speCifiedin
advance

⊂◎

EDI

Chiefly
characters.

Transactions

between

欝1㌣sp㏄i－

Adoptionofcomrnonly

acceptedstandard

Adoptionofmethod

proprietarytoaspeci丘c

businessgroup

FigUre1.ModelforElectronicCommercialTransactions
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However,networkshavebecome

openwiththeadvanceofthe

Internetandtheprogressofstan-

dardizationworkforEDI(Electronic

DataInterchange)andCALS(Con-

tinuousAcquisitionandLife-cycle

SupPort),sothatanycombination

ofcompaniescanexchangemulti-

mediainfbrmationatanytime.The

groundworkisbeinglaidforlarge

numbersofunspecifiedcompanies

tOCarryOuttranSaCtiOnSOverCOm-

puternetworks-atleasttechni-

cally.Aworldisexpectedtode-

velopinwhichauniversalrangeof

partiesallovertheglobecantrans-

actdynamicallybasedonad-hoc

needs.

Attheleast,today'sspreadofdis-

tributedinfbrmationandcommuni-

cationsystemsshouldhaveanim-

pactequaltoorgreaterthanthe

appearanceofroadhighwaynet-

works.Americanbusinesshistory

offersdetailedevidencethatthe

developmentofrailwaysandtele-

graphgavebirthtothefirstlarge

corporationsinthemodernsense

byprovidingeconomiesofscaleto

corporateactivities.Inthemidstof

thistransition,manypreviously

successfulcompaniesdeclinedand

disappeared.Again,thedevelop-

mentofAmerica'sroadnetworkand

inventorysystemschangedcon-

sumeractivitypatterns,sothatthe

leadingcitydepartmentstoresnear

railwayterminalswerereplacedby

suburbandiscountstores.

3.AgeofOpenNetwork

Management

Whenweconsidertherelationships

betweentechnologyandthefuture,
itisimportanttogobeyondmere

projectionandshapeavisionofwhat
f()rmthefutureshouldtakeand

whatweneedtoachieveit,based

onobjectiveanalysisofcurrentcon-

ditionsandtrends.Afterall,tech-

nologiessimplyopenupnewpossi-

bilities.Itiscreativeentrepreneurs

whoinfactsetthenewdirectionfor

progressbyenvisioningnewenter-

prisesthatactuallyutilizesuchpos-
sibilities.Ratherthansimplymak-

ingpredictionswithtechnologiesas

keydeterminants,whatisreally

neededisto6nvisionaspecificform

ofindustrialsocietyandtoputfbrth

effortstomakeitareality.Social

systemscaneither"make"or
"break"technologies.Havingan

activevisionisextremelyimportant

bothattheleveloftheentrepre-

neurandatthelevelofthegovern-

mentpolicymaker.

Asanactiveproposalfromsucha

viewpoint,Iwouldliketoadvocate

thattheJapaneseorganizations

migratefromtraditional"enclosure

JIQNo.105,1996 8



management"to"opennetwork

management."Here,Iwillfirstex-

plainthecharacteristicsofenclo-

suremanagementandthendiscuss'

theconversiontoopennetwork

management.

3.1TheCreationandthe

FallofEnclosureMan・

agement

Japan'slargecorporationshavetra-

ditionallymaintainedandstrength-

enedtheircompetitivepositionsby

holding``captive"businessresources

suchaspersonnel,.distribution

channels,andsubcontractornet-

worksfbrtheirexclusiveuse,and

wieldingtightcontroloyerthem.

Wecallthisbehavioran"enclosure"

strategy.Byconstructingastrong

networkoffirmscenteringaround

acorecorporationandworkingout

fine-tuningmechanismsbetween

them,theselargecorporationshave

builtmechanismsf()r"sustaihable

competitiveadvantage"thatinprac-

tice,makeitvirtuallyimpossible

fbroutsiderstbmakeanyinroads.

Thestrategicinf()rmationsystems

(SIS)ofthe1980seffectivelyserved

astoolstoprol血otesuch``enclosure

management."Throu由suchac-

tionsasdesignandconstructionof

transactionsystemsorinstallation

ofterminalsoncustomers,andven.

dors'premises,thecorporationsthat

introducedSISaheadoftheircom-

petitorsnotonlywonordersfrom

customers,butalsoconsolidated

theirpresenceincustomers,busi-

nessoperations.Establishingsuch

apresenceonthebusinessprocess

level,notonlytheproductlevel,cre-

ated丘rmbondsthatcouldnotbe

easilybroken.

Suchenclosedorganizationswere

createdonthepremisethatinfor-

mationwouldbetransmittedmore

efficientlywithinanorganization

thanbetweenorganizations.Toil-

lustrate,theunpartitionedopen-

spaceofflceisoneofthecharacter-

isticsofJapanesecompanies.Uh-

doubtedly, ,Qpen-spaceoffice .s
lendthemselvestobothefflcieht

transmissionofinf()rmationwithih

theorganizationand .closecoordi-

nationofactivi .tieS,sinceemploY-

eescanabsorbwhatisbeingdone 、

withlittleneedtoconverse.

However,thebasisfbrthispremise

isnowcrumbling.Today,itispos-

siblef()reachemployeetohavea

computeronhisorherdesklinked

toothercomputersaroundthe

world,enablingthemtofreelyex-

changevariousf()rmsofinforma-

tion,includingtext,images,and

drawings.Personally,Ifihditeasier

toworkcooperativelywithco1-

1eaguesabroadwhousee-mailthan

9 JIQNo.lo5,1996



withthoseinthesame加ildingwho

donot.Andinthe丘eldofinter-

companyexchangeoflarge-volume,

fixed-fbrminfbrmation,suchasin

theplacementandacceptanceof

orders,electronicdatainterchange

(EDI)systemshavebeenspreading

aroundtheworldrapidly.

Figure2showsinter-companyflows

ofinformationinthenetworkage.

Inter-companyrelationshipshave

traditionallybeen"point-to-point"

relationships.Inthefigure,f()rex-

ample,departmentssuchasthe

marketingandpurchasingdepart－

ments,whichservedasthepoints

ofcontactwiththeoutside,pulled

togetherinternalfactorsandnego-

tiatedwithcustomersandsuppli-

ers.Inthefuture,hoWever,inter-

companyrelationshipswillbecome
"holistic."Thatis,eachdepartment

willbeconnectedtootherinternal

departmentsbyaninformationnet-

workthatisinturnlinkedtocus-

tomers'networks.Withoutthemar-

ketingandpurchasingdepartments

actingasintermediaries,employ-

eeswillbeabletodirectlyexchange

e-mail,drawings,andotherinf()r-

mationfromdesktopPCtodesktop

TraditionalInter-CompanyInformationFlow

Physical

distribution

Intra<ompany

network

Physical

dislribu直on

InforrnationFlowintheAgeof

ElectronicCommerceTransaction

Physical

distributio

Inter-company

network

Physica}

distribution

Intra-company

network

75'aditionα1:textdαtαonlyFutur¢:励1彦imediatんroughC肌S

Figure2. ElectronicCommerceTransactionsand

StrategicAlliances
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PC.Thiswillsignificantlyimprove

informationtransmissionwithre-

SPecttospeed,quality,andquan-

tity.

Theloweringoforganizationalbar-

rierswillbringaboutarevolution-

arychangeinmethodsofbusiness

administration.Ipositionthis

changeasamigrationfrom"enclo-

suremanagement,"inwhichbusi-

nessresourcesareretainedwithin

acompanyorbusinessgroup,to
"opennetworkmanqgement

,,,in

whichthebusinessresourcesofone

companyareorganicallycombined

withthoseofothercompanies(Fig-

ure3).Inasocietywherenetworks

areubiquitous,competitivestrength

willdependlargelyontheabilityto

makedynamicuseofthemanyex-

ternalbusinessresourcesinthe

world.

AsImentionedabove,traditional

companiesbasedonenclosureman-

agementhavesecuredcrucialbusi-

neSSreSOUrCeSf()reXCIUSiVeUSe

withintheirownorganizationor

withintheirbusinessgroup.Atypi-

calexampleisseeninpersonnel

management.Theyemployfresh

r "Enclosure"management 、 r

.ODennetworkmahagement
「

一

Enclosureofbusinessresources Concentrationofbusinessre'
Personne1,vendors, sourcesincorebusiness

distributionchannels Fulluseofoutsideresources
Proprietaryinterfaces< 〉 Fulluseofstandardinterfごces

Divisionoflaborover

enclosure-typenetwork
Divisionoflaboroveropen
network

Highindirectcosts=high-

growthoriented 認識認 ㍑6鴇 溜'
Pressurefbrdiversified/compre・4 >Specializationanddivisionoflabor
hensiveoperations
Fullproductlineup
Expandbusinesstopayemployees

㍑ ㌫6、。。,,
RestructuringthroughM&A

「Complicatedorganizationalstmc -、
「Si

mpleande笛cientstructure、

ture Simpleemployeepe㎡ormance

Complicatedpersonnelmanagement evaluation

InCreaSinginCOnSiStenCieSamOng Organizationwi仇minimum

substructures
・..
mCOnSlStenCIeS

Increasingse1£defbnseoforganiza..
さ・onsノ

Personnelnetworkwithsmoqth

Lcommunicationsノ

L ノ L ノ

Figure3. BusinessAdministrationintheAgeof,

ElectronicTransactions
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collegegraduates,andtrainand

tamethemoverthelongtermto

suittheircorporateculture.Need-

lesstosay,theystrictlyf()rbidtheir

employeestoworkconcurrentlyfbr

othercompanies.Thesamecanbe

saidfbrdistributionchannels.The

strengthofdedicateddistribution

channels,organizedexclusivelyf()r

theirownuse,hasbeenaprimary

sourceofmanufacturers'competi-

tivestrength.Ontheupstreamside,

companieshavestrengthenedtheir

presencebynurturingexcellentven-

dorsandkeepingthemundertheir

control.

Inopennetworkmanagement,in

contrast,companlesconcentrate

theirbusinessresourcesintheir

strongareas(corecapabilities)and

donothesitatetoutilizeoutside

resourcesinotherbusinessareas.

Inenclosuremanagement,theem-

phasiswasonsecuringallimpor-

tantbusinessresourceswithinthe

companyorwithinthebusiness

group.Inopennetwork『manage-

ment,thecompanyactstoretain

onlythoseoperationswhichitcan

carryoutmoreprofitablythanother

companiesandtodiscardanyop-

erationswhichitcannot,evenif

thoseoperationsareimportant.

Open-networkcompaniesusesother

companies'businessresourcesas

thoughtheyweretheirownthrough

strategicalliances.ThesupPort]f()r

thispracticeisprovidedbycom-

puternetworks.Allowingreal-time

exchangeoflargevolumesofinfor-

mationatnongPartnercompanies,

computernetworksmaterializeef-

ficientinter-companyoperations.

Thecomputerindustryprovidesthe

mostdramaticexampleofthiscon-

versionfromenclosuremanagement

toopennetworkmanagement.Un-

tilthemid-1980s,themainstream

strategyintheindustrywasthe

enclosurestrategy;eachcomputer

manufacturerstrovetocompletely

"enclose"itscustomerswithinits

ownproductline,fromthecentral

processingunittoperipheralequip-

mentsuchasstoragemediaand

printers.Today,majorcomputer-

relatedcompaniesactonthe

premisethattheirproductswillbe

used、'incombinationwiththoseof

othercompanies;Inteland

Microsoft,fbrexample,pourgreat

effortintopromotingtheadoption

oftheirproductsintothoseofas

manyothercompaniesaspossible.

Itmaybesaidthatthestrategic

aimofenclosuremanagementisto

fill"alltheneedsofsomecustom-

ers,"whilethatofopennetwork

managementistofill"someofthe

needsofeverycustomer."
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Alloftoday'shigh-techproducts,

notonlycomputers,areassemblies

ofcomponentswiththemostsophis-

ticatedtechnologicalrequirements.1

Therefbre,itisunrealisticfbrany

manufacturertothinkofmaintain-

ing,entirelywithinitsowngroup,

thehigheststandardsforalltech-

nologiesoversucha .broadspectrum.

Pursuitofthatgoalresultsinan

overlyexpanded,andeventually

uncontrollable,R&Ddepartment.

Toavoidsuchasituation,manufac-

turersmustgiveuptheideaofsup-

plyingthewholerangeofproducts

withinonegrouP.Instead,they

shouldconcentratetheiref壬brtson

theirstrongareasandendeavorto

acquireanoverwhelmingcompeti-

tiveedgethere.Then,byhaving

partnersadopttheirproducts,they

willbeabletodobusinessprofit-

ably.

IntheUnitedStates,opennetwork

managementhascometobeadopted

throughouttheprivatesector,not

onlyinthecomputerindustry.In・

thebackgroundtoitsspreadlies

the"burstingofthebubbleeconomy"

intheUnitedStates.IntheU.S.,

thebubbleinflatedenormouslyin

theearly1980s,severalyearsear-

1ierthaninJapan,anditscollapse

beganwiththegreat1987stock

marketcrash("BlackMonday").

Theoperatingperformanceoffinah－

cialinstitutionsworsenedrapidly

andstirredupcreditunrest,asitu-

ationverysimilartotheoneweare

nowseeinginJapan.

CorporateAmericatackledthere-

sultingseriousrecessionwitha

drasticcurtailingofcosts,especia1-

lyfixedcosts.Sucheff()rtscentered

onconcentratingoncorebusiness-

esandaggressiveutilizationofout-

sourcing.Awell-knownexampleis

foundinContinentalBank,which

recoveredfrombankruptcyby

adoptingadrasticoutsourcingPoli-

cy.Intherealmofphysicaldistri-

bution,therehasbeenageneral

trendforcompaniestodoawaywith

in-companydistributioncentersand

commissiondeliveryservicestoa

specializedtransportcompany.In

coveringtheU.S.businessscenein

thosedays,theJapanesemediare-

portedmostlyonconspicuous,dras-.

ticactionssuchasmergers,acqui-

sitions,andlayoffs,butatthesame

timetherewasalsoanunderlying

currehtofreturningtocorebusi-

nessesandoutsourcinginefflcient

operations.

Perhapsthegreatestcontribution

madebytheshifttoopennetwork

managementistherecoveryofsim-

plicity.Studieshaveshownthatit

isriskyforanyonecompanytotake

ontoomanydifferentbusinessesor
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operations.Ifacompanyhasdi-

verseproductsorprojectsthat

presentconflictsofinterest,orhas

operationsthatrequiredifferent

evaluationstandardsorcultures,

thendecision-makingwillslow

down,cooperativerelationships

withintheorganizationwillcol-

lapse,andtheonlythingthatwill

expandwillbecoordinationfunc-

tions(middlemanagement).

Thecauseof"bigcompanysyn-

drome"isnotmerelythesizeofthe

organizationbutthecomplexityof

itsobjectives.Ifacompanyfailsto

eliminatesuchcomplexity,itsac-

tionsinevitablybecomeslowand

bureaucratic、Conversely,iftheob-

jectivesoftheorganizationare

simple,departmentscanform

strong,mutuallycomplementary

relationshipstoachievecommon

goalS.

Lessonsleamedfromcasesinthe

UnitedStatesmaynotbedirectly

applicabletoJapan.Inaddition,it
.i
struethatU.S.-stylerestructur-

ingwasaccompaniedbyagreatdeal

ofsacrificeandanumberofunde-

sirableside-effects.However,itis

alsotruethatmanyoftheproblems

nowfacingJapanesecompaniesare

thesameasthosefacedbyU.S'.cor-

porationsinthe1980s.Butwhere

U.S.corporationsovercamethose

problems,Japanesecompaniesare

stillstrugglingtofacethem.There-

fore,itseemscrucialfbrtheJapa-

nesebusinessworldtobreak

throughpreconceivedhotions,try

tograspthenewparadigms,and

considerutilizingthem.

3.20penNetworksvs.

ClosedNetworks

Thefirstpremiseofadoptingopen

networkmanagementisthatthe

companymustformallianceswith

othercompanies.Inthisrespect,

therolesofcorecapabilitiesinbusi-

nessadministrationhavebeenre.

examinedinrecentyears,1eading

toincreasedrecognitionoftheneed

tomakeeffectiveuseofoutsidere-

sources.However,thisshiftre-

quiresmorethansimplisticrethink-

ingormererhetoric.Theeffective

useofoutsideresourceswillnot

materializewithoutopeningupthe

wholebusinessstructure,including

organizations,productlines,and

personnelmanagement.Letmeex-

aminethispointalittlefurther.

Inenclosuremanagement,theadoP-

tionofproprietaryinterfacesisone

ofthemajorcharacteristicsof"hold-

ingresourcesforthecompany'sex-

clusiveuse."Inthiscontext,Iuse

theterm"interface"torefertothe

formatsthatdifferentorganizations

JIQNo.105,1996 14



usetoexchangeinformationorprod-

ucts.Examplesarebusinessforms,

terminology,andtheshapesof

boxes.Proprietaryinterfacesare

peculiartospecificcompaniesor

specificbusinessgroups,rather

thanbeingstandardizedorshared

throughoutsociety.

InmanyJapanesebusinessgroups,

dailycontactsovermanyyearsbe-

tweengroupcompaniesbasedon

enclosure-stylemanagementhave

graduallyproducedhighlypropri-

etarycommercialjargonandbusi-

nessprocedures.Concreteexamples

ofthisarebusinessf()rmsandcom-

putersystems;highlyuniquemeth-

odshavebecomefixedintheform

ofbookkeepingformats,computer

programs,andsoforth.

Conceptually,so-callednetworkor-

ganizationscanbedividedinto

"opennetworkorganizations"and

"closednetworkorganizations
,"de-

pendingonwhethertheyus .epro-

prietaryorstandardizedinterfらces.

Itiswidely㎞ownthatJapan'sau-

tomotiveindustryhasahigher

outsourcingratiothanits、U.S.coun-

terpart.Insteadofhavingallthe

necessaryoperationswithintheir

organizations,Japaneseautomak-

ersflexiblyutilizeoutsidevendors'

productsandservicesandeven

sharedesignandotherimportant

infbrmationwiththem.Pointing

outthesepractices,someexperts

saythatJapanesecompanieshave

alreadybeenimplementing"net-

workeddivisionoflabor"byutiliz-
ingoutsidebusinessresourcesand

arethuspacesettersintheageof

computenzatlon.

Accordingtomyclassifiqation,how-

ever,Japan'smanufacturingindus-

trywouldstillbeconsideredtobe

laggingbehindintheopennet-

workeddivisionoflaborsupported

bythedeve}opmentofinf()rmatiρn

networks.Thisisbecauseeven

thoughithasbeenaworldleaderin

thenetworkeddivisionoflabor,it

hasbeenusingclosednetworksthat

employproprietaryinterfaces.

Therefore,thechallengewenowface

istotransformJapan'sindustrial

structurefroma"closednetwork

(enclosure)society"intoan``open

networksociety.,,

4.TheGapbetweenIdeas

andReality

The"opennetworkmanagement,'

thatIamadvocatingisbynomeans

anewidea.ProfessorKen-ichiImai

ofStanfbrdUniversityandother

researcherscameupwiththecon.

ceptof"networkeddivisionofla-

bor"quiteawhileagoandhavebeen
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proposingitasthepathJapanese

industryshouldfbllow.Thisessay

hhsbeenstronglyinfluencedbyPro-

fessorImai'sideas.Morerecently,

Jun-ichiHandaofMcKinsey&Com-

panyhasproposed"opensystem

management."Fromtheviewpoint

ofmanagementphilosophy,he

makesnearlythesameassertions

asIdohere,althoughhedoesnot

touchontheroleofinformationsys-

tems.

Despitetheeff()rtsofthesetorch-

bearers,however,Japaneseindus-

trystillstubbornlyclingstoitsfaith

inenclosuremanagement.More-

over,intheearly1980s,infbrma-

tionsystemsdidmoretoreinfbrce

thantoweakenenclosuremanage-

mentbothintheUnitedStatesand

inJapan.IntheseSIS,orstrategic

infbrmationsystems,thecomputer

systemwasconstructedaroundthe

mainframecomputerofthecore

memberofagroup,andothermeni-

bersweregiventerminals;theown-

ershipandcontrolofthem'ainframe

computerprovidedthecorecompany

withacompetitiveedge.

However;withthediffusionofdis-

tributedprocessingsystemsinthe

late1980s,U.S.corporationsshl血ed

graduallytoopennetworkmanage-

1nent,bothinmanagementstrate-

giesandininformationsystems.

TheproblemisthatJapanesecom-

panieshavebeenveryslowtofol-

lowsuitinbothareas.InJapan,

thef()rcesthatservetodefenden-

closuremanagementarestill

stronglyrooted.Wnataretherea-

sonsf()rthis?

Thefirstreasonissimplythetim-

ingofthe``bubble"cycle.Thereces-

sionandtheresultingPressureto

reducefixedcosts,themaindriving

f()rcesf()rrestructuringinthe

UnitedStates,arrivedinJapan

later.Sufferingfromheavyfixed

costs,U.S.corporationsboldlyre-

structured,throughdrasticdisposal

ofunprofitableoperationsand3ub-

stantialreductionsininternalover-

head.Thissamepressureisnow

belatedlyfallingonJapanesecom-

panles・

Asecond,andmoreimportant,rea-

sonisthattheadoptionoftheopen

networkmanagementrequiresa

bolddeparturefromthe"winning

f()rmulas"and"businessvirtues"of

traditionalJapanese-stylebusiness

administration.Enclosuremanage-

mentenablesthecorecompanyto

controltheoverallfine-tuningof

groupoperations,fromupstreamto

downstream,underitsleadership.

Thishassofarbeenextremelyef-

fectiveinstrengtheningthecom-

petitivepositionsofJapanesecom－
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panies.Intheautomotiveindus-'
try,f()rexample,majormanufac-

turershavederivedmostoftheir

powerfromconstructingconsoli-'

datednetworksfromvendorsto

dealers.Butthe"protocols"used

withinsuchgroupshavebeen

uniquelydevelopedandthushave

nointerchangabilitywiththoseof

othergroups.

Ofparticularimportanceisthede-

velopmentof"company-unique

skills"initspersonne1.LargeJapa-

nesecompanieshaveconsistently

adopteda"pers6nnelenclosure"

policysincetheendofWorldWar

II,inwhichfr'eshgraduatesarere-

cruiteddirectlyfromschoolandre-

tainedinthebusinessgroup

throughouttheircareers.Combined

withthehighly-developedcompany-

uniqueworkprocedureswithinthe

group,thisstrategyhasresultedin

largenumbersofpersonnelwhoare

extremelycapablewithinthegroup

butquiteworthlessontheoutside.

Therefbre,capableemployeescan-

notescapethecompanyevenifthey

aretreatedshabbily.Sincethey

cannotgetaway,though,thecom-

paniesgivethememploymentsecu-

ntylnretum.

Dynamicuseofoutsidebusiness

resource8inevitablymeansfluidity

ofemployment.Inaperiodoftrah－

SitiOnfrOmenCIOSUremanagement,

opennetworkmanagementwillnot

onlyproducefrictionalunemploy-

mentbutalsodestabilizeemploy-

mentinthelongrun.Thisisclearly

showninthewaythatintheUnited

States,restructuringhasleftpeople

outofworkandgivenrisetojob

insecurityamongwhite-collarwork.

ers.Inthisprocess,workerswillbe

screenedmoreseverely.

Amajorprobleminthiscontextis

thatemployeesnurturedinJapa-

nesecompaniesareoflittleusein

othercompaniesiftheyareforced

tochangeemploymentasaresultof

restructuring,sincetheytendto

haveonlyspecial,in-company

knowledgewithnogeneralapplica-

bility.

Theoppositeisalsgtrue.Once

ciosedorganizationsareestab- .

lished,itisdifficulttorecruitca-

pablepersonnelfromtheoutside.

Evenifanorganizationsecuressuch

personnelbypayingthemhand-

somely,itisdifHcultfbrthemto

fUllydisplaytheirabilities.Itisno

wonderthattheycanpotfunction

ef6ciently,becausetheyarenot

partytotheinformalinternalwork

arrangements,in-housejargon,and

personalconnectionsoftheorgani-

zation,andthusdonotunderstand

howdecisionsarebeingmade.This
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meansthatevenifacompanyneeds

talentitcanfindonly'ontheoUt-

side,thecompanycannotacquire

thattalentbecauseofthebarriers

ofclosedpersonnelmanagement,

closededucationandtrainingsys-

tems,andclosedcorporatecultures

basedonthepremiseofhiringonly

newgraduates.

Thethirdreasonisalackofstruc-

tureinoperations.Thisisclosely

relatedtotheproblemofcompany-

uniquepersonnelspecifications.

Basedontheenclosureofperson-

nel,workisef丘cientlyprocessed

throughhighlydeveloped,implicit

communicationmechanisms.This

alsoholdstruef()rtheenclosedven-

dorsanddealers;evenwithoutbe-

ingshownanydetaileddrawingsor

otherdocuments,theyknowexactly

whattheyareexpectedtodo.Un-

derenclosuremanagement,such

highlysensitivereactionsarecon-

sideredgoodandtakenf()rgranted.

However,whenopennetworkman-

'
agementbecomesthe・mainstream

modeofindustry,allthedemerits

ofenclosuremanagementwillcome

tothe・surfaceatonce.Withdivi-

sionoflaborstillbasedontacitcom-

munication,theworkflowwillbe-

comealienatedfromitsinte㎡aces

anditWillbecomeimpossibleto

properlycombinebusiness 、re－

sources.

Further,inter-companyoperations

willbecomeboggeddownintime-

consumingcommunicdtionsprob-

lemsbecausethereisnocommon,

sharedterminologyforexchanging

informationbetweencompaniesin

differentlinesofbusiness.This

meansthatacompanymayfindef-

ficiencytobeverylowwhenwork-

ingwithanewpartner.Conversely,

thepartnerwillfindthecompany

excessivelyclosedandhardtodeal

with.

Inanageofopennetworkmanage-

ment,itwillbeextremelydanger-

ousforanycompanytoberegarded

as"closedandhardtodealwith."

Unlessthecompanyhasanexcep-

tionallycompetitiveproduct,itwill

becountedoutasastrategicpart-

ner.Suchcompaniesmaybeable

tosurviveiftheyareabletoprovide

afUllrangeofproductsontheir

own,assomecomputermakersdid

inthepast.Eventhen,itisstill
riskytobecometooisolatedin

today'sbusinessenvironment,
whereproductsareincreasinglyso-

phisticatedandsystematized.Un-
lesstheyarepreparedtojoinhands

withotherinfluentialcompanies

whenevernecessary,companieSwill

notbeabletosurviveinaworld
whereinter-cpmpany .relationships
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constantlychangeatsucharapid

pace・

ThefourthreasonisthatJapanhas

neitherthesocialsystemsnorthe

infrastructureneededf()rthede-

ploymentofopennetworkmanage-

ment.Thef()llowingpointscanbe

citedwithrespecttothis:

(1)Absenceofalabormarket

thatenSUreSSmOOthmOVe・

mentofpersonnel

SinceJapan'slabormarketisim-

mature,Japanesecompaniestend

toemploymoreworkersthanare

necessaryf()rtheirongoingbusiness

operationsinanefforttoprepare

againstpossiblelaborshortages.I

canstatefrommyownexperience

thatJapan'sseniority-basedsalary

andretirementallowancesystems

areextremelydisadvantageousto

thosewhochangejobsintheir30s.

ThisbringsabouttheevilsIhave

alreadymentioned.

(2)Lackofbusinessassess・

mentbyindependentinsti・

tutionsandlackofanad・

equatecreditsystem

Whatareparticularlylackingare

functionstoevaluatenewly-emerg-

ingbusinessesandventuresobjec-

tively.AlthoughthesefUnctionsare

indispensabletotheconstructionof

strategiesbasedontheuselofbusi-

nessalliances,Japan'shasmade・

insufflcienteff()rtstocreateinde-

pendentinstitutionsthatprovide

suchfunctionsorservices.Equally

importantistheoPPositefunction

ofidentifyingcompaniesanddivi-

sionsthathavebecome"badassets"

andhelpingthemtoregainflnan-

cialhealthbyaccurately』apprais-

ingtheirresidualvalues.

Thefifthreasonfortheslownessof

theshifttoopennetworkmanage-

ment'isthepresenceofextremely

rigidservicechargesinthetelecom-

municationsnetworkfield,afield

whichotherwisewouldservetopro-

motetheshift,andofacomplicated

networkofregulationsandstandard

contractsthatrestrictsthemeth-

odsofusingthoseservices.These

factorsmakeitverycostlyforJapa-

nesecompanlestopursuelnnova-

tiOninmanagementStyleSbyUti-

lizinginfbrmationandcommunica-

tionsystemsbasedondistributed

processing.Particularlyimportant

problemsinthisconnectionarethe

unreasonablesystemofservice

chargesandthepolicyofrestricting

entriesintoindividualmarkets.

Japan,spresentt31ecommunications

systeminheriteditssystemofser-

vicechargesfromtheeraofcentral－
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izedprocessingsystems.Theref()re,

thesystemofchargesisnotstruc-

turedsoastoencouragethedevel-

opmentofbroadbandmultimedia

communications.Thesedistorted

systems,includingthedistortedsys-

temofservicecharges,impedethe

favorablegrowthofdemand,which

intumhampersthedevelopment

ofattractiveproductsandservices.
'Caughtinthisviciouscycle

,Japan's

informationsystemsindustryisfail-

ingtokeeppacewithdevelopments

intherestoftheworld.Inthe

UnitedStates,telecommunications

servicesareeasytouse,partlybe-

causetheyareavailableatverylow

rates.Thisallowsventurebusi-

nessestooperatefreelyandprovide

creativeserviceswithsmalI

amountsofcapitalandatlowrisk

byforminginf()rmationservicecom-

paniesandvalue-addedcommuni-

cationscompanies(i.e.,companies

thatprovidesophisticatedservices

byconnectingsoftwareanddata-

baSeSViaCOmmUniCatiOnlineS

leasedfromtel .ephoneandCATV

companies).TheU.S.communica-

tions,software,andhardwarein-

dustriesaregrowingthroughmu-

tualsynergYinanidealfashion;

vendorsarefbllowingrapidlyex-

pandingdemandwithava㎡etyof

proposalsadvocatedbymanypro-

ponents.Platf()rmbusinessesare

alsodevelopingwithoutrestrictiOn.

Thediscussionsonref()rmofNippon

TelegraphandTelephoneCorpora-

tion(NTT)heldthroughout1995

markedafirststepforwardtoward

teleCOmmUniCatiOnSSyStemrefbrm

inJapan.'Whenviewedobjectively,

however,Japanlagsfarbehindthe

UnitedStatesandneedstotakeac-

tionwithoutfurtherdelay.

5.TowardReform

Thatopennetworkmanagement

willbecometheworld'smainstream

styleofbusinessadministrationis

aninevitability.Basedonthisrec-

ognition,whatconcreteactions

shouldJapanesecompaniestake?I

wouldliketopointoutjustafewof

these・First,everycompanyought

tofullyanalyzeandgainasystem-

aticgraspofitsbusinessprocesses.

AspointedoutbyChihiroSuematsu,

Japanesebusinessadministration

systemshavebeengeneratedspon-

taneouslyandoperatewithmany

areaSremainingambiguOUS.Un-

dersuchsystems,itbecomesim-

possibletocreateinterfaceswithin

theflowofworkortointroducebusi-

nessresourcesfromoutside.

Inanageofopennetworkmanage-

ment,oneofthebasicactionsacom-

panymusttakeistoproperly

structuralizeitsbusinessprocesses

inordertostandardizeitsinter－
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faces(waysofinteractingwiththe

outside)fbrdoingbusinesswith

othercompaniesasmuchaspos-

sible.Thisactionwillenablethe'
'
company,sresourcestobeeasilyac-

cessedbyothercompanies.This

willintumallowthecompanyto

coordinateitsoperationswiththose

ofothersmuchmoreeasily.

"Standardization"asusedhere

meansthestαndαrdizationofinter-

faces.Itismere'quibbling,there-

f()re,toassertthatopennetwork

managementwilleliminatethepo-

tentialf()r"di脆re'ntiation."Within

theintemalstructuresenclosedby

theseopeninterfaces,eachcompany

canandshouldmakeactiveuseof

creativeideasandstrivetodiffer-

entiateitsproductsandservices.

Indeed,itispartlytoensure .suc-

cessfuldifferentiationbasedonthe

e脆ctiveuseofitsowncorecapa-

bilitiesthateachcompanyneedsto

adoptstandardinterfacesthrough-

out.

Secondly,itisimportantforusto

constructbetterplatf()rmstoserve

astheinfrastructuref()ropennet-

workmanagement.Togetherwith

ProfessorImai,Iadvocatethecon-

ceptof"platformbusinesses"as

mechanismsthatplayimportant

rolesinthemovementofbusiness

resourcesacrossindustriesandin

theoutsourcingoffunctionsbycom-

panles・

Aplatf()rmbusinessisdefinedas``a

businessthatprovides,asaprivate

entityandinanopenmanner(i.e.,

withexplicitandfairconditionsto

anyonewhowishestoreceivethem),

suchproductsorservicesthatstimu-

latetradeamongthirdpartiesand/

orthecreationofnewbusinesses."

Acredit-cardcompany,fbrexample,

makesaprofitthroughrealizing

transactions(byextendingcredit)

betweenconsumersandretailers.

Acreditbureaumakesaprofitby

providingcreditresearchfunctions,

whichpromotenewtransactions.

Themoreactivesuchplatformbusi-

nessesbecome,theeasieropennet-

workmanagementwillbe.'

Inf()rmationandcommunication

systemsbasedondistributedpro-

cessingopenupenormouspossibili-

tiesforplatformbusinessesbecause

collecting,processing,andprovid-

inginf()rmationisanimportantpart

oftheirbusiness.Inthedaysof

centralizedprocessingsystems,

suchservicesoftencouldnotbepro-

videdwithoutowningamai㎡rame

computer,insta}lingallrelatedsoft-

wareonit,andevensupPortingcus-

tomerterminals.Thismeansthat

largefixedcostswerearequirement
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fbrengaginginaplatfbrmbusiness・

Theadventoffullydevelopeddis-

tributedinformationandcommuni-

cationsystemsmeansthataplat-

f()rmbusinesscanprovideservices

toawiderangeofcustomersatex-

tremelylowcostsimplybyinstall-

ingasmallworkstationandcon-

nectingtoinf()rmationnetworks.

TheprogressoftheInternetisa

portentofwhatistocome.Lower

fixedcostsmeanthatbusinessescan

aff()rdtospecialize,sobusinesses

offeringnumerousservicestailored

tomeetspecificneedscanbeex-

pectedtoemerge.

Platformbusinessesarecapableof

destroyingexistingenclosures,and

theyaregenerallynotwelcomedby

existingcompanies.Pioneersthat

havedevelopedsuchbusinessareas

inJapan(suchasAucnet,acom-

panythatauctionsusedcarsover

networks)havehadtoovercome

doubts,obstacles,andchallenges.

Thegrowthofplatformbusinesses

hasalsobeensuppressedbecause

theirservicesdirectlycompetewith

servicesprovidedbythepublicsec-

tor.Unlessthissituationisrecti-

fied,wewillneverbeabletoim-

proveJapan,sbasiceconomicstruc-

ture.Itisimperativethatweposi-

tivelyfosterplatf()rmbusinessesas

ameansofstimulatingthe"metabo－

llsm"ofindustryandutilizethem

associal``lubricants."

Thethirdpointinrefbrmisderegu-

lation.Theformatioriofinstitu-

tionalizedenclosuresaroundbottle-

necksinindustryisoftenamajor

factorthatthwartseffortstoadopt

opennetworkmanagement.Inthe

beerindustry,fbrexample,govem-

mentlicensesusedtoberequired

fordistributionchannels.Thisli-

censingsystemenabledtheexist-

ingmajorbreweriestoenclosedis-

tributionchannels,preventneWen-

tries,andthusstabilizetheirmar-

ketshares.Accordingtoananaly-

sisbyastudentinoneofmysemi-

nars,whendairyproductimports

wererestricted,thedairyproduct

manufacturersthatwereabletose-

curestablesupPJiesoftherawma-

terialsutilizedtheirdistribution

channelstodeveloptheicecream

business.

Thephenomenoninwhichacom-

panytakesadvantageoftheposi-

tionof"owning"abottlenecktoen-

closeawholechainofvaluesis

calleda"bottleneckmonopoly"by

economists.InJapan,the

government'sadministrativesys-

temstendtoworktofixtheposi-

tionsofmonopoliesmore 、firmly

ratherthantosuppressthem.If

thissituationisleftunchanged,and
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Japanesecompaniesaretheonly

onesthatclingtoenclosureman-

agement,resistingtheglobal

changesinthetides,theymayeven-

tuallybecutoffbytheworld'scom-

panies,whichareshiftingtoopen

networkmanagement.

Afterderegulation,thef()urthissue

isreformofthesocialsystem.Many

.featuresofJapanesesocialsystems

promotetheformationofenclosures

bycompanies.Forinstance,senior-

ity-basedsalarysystems,preferen-

tialtaxtreatmentf()rretirement

allowances,andlegalprovisions

underwhichdwellingfacilitiespro-

videdtoemployeesarenotregarded

astaxableincomehavetheeffectof

encouragingemployeestoworkfor

thesamecompanyf()rmanyyears.

Asystemhasevolvedunderwhich

youngworkers.arenotpaidvery

muchbutareallowedtoliveincom-

panyhousingatlowrent,providing

employerswithameansofenc}os-

ingyoungworkerswithhighlymar-

ketablelabor.

Thesestructuresthatpromotethe

enclosureofpersonnelneedadras-

ticreview.Tosome,.thismaysound

likeadangerousassertionthat

threatensemploymentsecurityand

thestabilityofworkers'lives.But

whilestableincomesand、dwelling

facilitiesareimportanttohuman

happiness,theyneednotnecessar-

ilybeprovidedbyemployers:alone. 、

Confiictsarebroughtaboutbythe

Iinkageof.healthinsurance,pen-

sions,andothersuchbenefitsto

specificeconomicentities;agood

exampleofthis.isthemutualben-

efitsassociationfbremployeesof

thenowdefunct.JapanNational

Railways(JNR).Astheroadway

networkdeveloped,JNRlostthe

・powertoabsorbemployees
,andthe

association'spensionprogramhad

tobesavedthroughintegrationinto

another,morebroadly-bqsed,pen-

sionprogram.Judgingfromthis

SymbOlicCaSe,itmaywellbebeSttO

・separatesocialwelfaresystemsf()r

employeesfromindividualcompa-

niesandtooperatethemindeperl-

dently.

6.Conclusion

Icommutetomyo伍ceinYokohama

frommyhomeinTokyo.Onthe

way,IpassthroughOhtaWardand

thecityofKawasaki,whichtogether

formoneofthemajorindustrialdis-

trictsinJapan.Manyintellectuals

areworriedaboutthe"hollowing-

oUt".ofthisKeihinindustrialdis-

trict,andIreallyfeelthisevery

timeIpassthroughthearea.The

streetsarebecomingmorerefined,

andanincreasipgnun▲beroffash-

ionablecondominiumsarebeing
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constructed.Thoughthereisnoth-

ingwrongwiththis,italsomeans

thatanincreasingnumberofsmall

faCtOrieSareCeaSingtOexiSt.ICan-

nothelpbutfeelasenseofcrisis

becauseitwasthenetworksofsuch

smallfactoriesthatusedtosupport

thegrowthofJapan'shigh-techin-

dustries,

Howshouldwereactwhenwehave

asenseofcrisis?Thisistheques-

tionthatmustbeanswerednow.

Somearenostalgicaboutthethings

thatarefadingawqyandaresearch-

ingforwaystopreservethem.How-

ever,Ifeelitisdangeroustotakea

defensivestanceinthefaceofthe

trendsofthetimes.Suchanap-

proachwillonlyleadtoaprotracted

declineovermanyyears.Instead,I

thinkwQmustformanew,dynamic

picturef()rtheeconomyandsearch

fbrnewstylesthatenableeachin-

dividualtoleadahappylifeinsoci-

ety.WeshouldnotallowoursuC-

cessesofthepasttohamperusin

makingnewefforts.Ourpast

achievementsarenoguaranteesof

futuresuccess.

IftheanalysisIhaveofferedinthis

paperiscorrect,thetimesdemand

thatwemakeasweepingreviewof

Japan'spostwareconomicsystems.

Thiswillnotbeaneasyjob.Imy-

selfamfarfromconfidentthatwe

willbeabletocompletethistask

successfully.Historyteachesthat

onceasuccesshasbeenachieved,

thatexperienceandthesystems

constructedasaresultoftenturn

intoobstaclesthatresultininap-

proP亘ateresponsestoanewera.

Withoutasweepingreview,how-

ever,JapanesecompanieswilI

graduallylosetheireconomicvital-

ity.

Whilesuchapessimisticviewis

possible,itisalsotruethatJapan

hasovercomeanumberofcritical

problemsinitsprocessofdeveloP-

ment.Somepredictedthattheoil

c㎡siswouldputanendtotheeco-

nomicprosperityofresource-poor

Japan.Lookingback,however,we

findthatJapanhassinceachieved

greaterprosperitybysuccessfully

shiftingfromenergy-consuming

heavyindustrytohigh-techindus・

triesthatproducehighaddedvalue.・

Japan'seconomicgrowthisnow

checkedbythedelayinnetworking

andbyfinancialconfusionthatis

approachingapanic.Againstthis

background,however,thereare

excellentcompaniescarryingout

daringrefbrms,particularlyinthe

globalizationofprocurementsys-

tems.Thoughtheoutcomeofthese

eff()rtsisyettobemadeclear,andI

amstilljustbeginningtoexamine
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theseissues,Iwouldliketobelieve

thatthetimeiscomingwhe
.n、ad-

vancedcompanieswillcompletefun－

damentalreformsandmakeinroads

anewintotheworldmarket.
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II.VariousMultimedia

RelatedProjects

Variousmultilnediapr()jectshave

beenconductedsince1994.The

backbonef()rtheseprqjectsisthe

multimediacOmmunicationexperi-

mentstowhichNTTinvitedpartic-

ipationinApril1994.Highspeed

computercommunicationutilization

experiments,multimedianetwork

utilizationexperiments,andCATV

videotransmissionexperimentsare

conductedtoexperimentusesofa

high-speedwide-areabackbonenet-

work.NTTbearsnetworkexpens-

es,whileparticipantsbeartheex-

pensesfbrterminals.Majormulti-

mediarelatedprojectsareconduct-

edinlinewithNTT'sproposal.The

majorpr()jectsareintroducedbe-

10W.

1.High・speedandBroad・

bandBackbone

NetworkUtilization

Experiment

ATMswitchingsystemsarein-

stalledintenmajorcitiesnation-

wideandexperimentsareconduct-

edinthenearbyareas.ATMtech-

nologyandoptical丘bertechnology

areapPliedtoimplementcommuni－

cationspeedsof2.4-10Gbpson

trunklinesand156Mbpsonthe

usernetworkinterface.

(1)Highspeedcomputercom・

municationutilization

experiments

Variousexperimentsareconducted

by13groupsconsistingmainlyof

universitiesandpublicorganiza-

tionsasofOctober1995withan

objectiveofhigh-speedandlarge-

capacitytransmissionmainlybe-

tweenLANs.Theexperimentperi-

odisplannedtobefromSeptember

1994toMarch1997.

・AcademicInformationCenter

(MinistryofEducation)and90th-

erOrganizatiOnS

－Developmentofultrahighspeed

telecommunicationnetworkuti-

lizationmethodsforsupPorting

academicresearch

・TohokuUniversityand50ther

OrganiZatiOnS

－Developmentofacentralized
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imageprocessingsystembyhigh

speedmedicalimagetransmis-

sion

・CommunicationsResearchLabo-

ratory(MinistryofPostsandTele-

COmmuniCatiOnS)

・OsakaUniversityand20theror-

ganlzat10PS

－ATMwide-areacomputernet-

workutilizationexperiment,etc.

・KeioUniversity・and20therorga-

nizatlons

－DemonstrationeXPerimentof

remotemedicalservice(Tele-

medicine)byhighspeedtrans-

missionofultrahighprecision

images,constructionofahigh

speedcomputernetworkcon-

nectingdistributedcampuses,

R&Doftele-education,etc.

●ShinshuUniversityandNagoya

University

－Constructionofajointresearch

systemconnectingresearchor-

ganizationsbyahigh-speed

WAN

●TokyoInstituteofTechnologyand

50therorganizations

－Developmentofajointresearch

supPortsystemf()ravirtuallab-

oratoryonanetwork

－Constructionofaultrahigh-

speedopticalcommunication

networkanditsutilizationex-

perlment

●TheUniversityofTokyoand2

0therorganizations

Utilizationexperimentofanul-

trahigh-speedcomputernet-

workforgellomeinformation

processing(geneinfbrmation

network)suchasparallelpro-

cessingofdistributedsupercom-

puters

・TheUniversityofTokyoand4

0therorganizations

－Establishmentofdistributed

processingtechnologyinultra

high-speednetworkenviron-

ment

●HighEnergyPhysicsLaboratory

(MinistryofEducation)andgoth-

erOrganlZat10nS

High-speedandlarge-capacity

COmmUniCatiOnUtilizatiOnex-

perimentbetweenHighEnergy

PhysicsI.aboratoryandother

researchorganizations
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・TokyoWomen'sMedicalCollege

－Remotemedicalcareexperiment

ticipateinthisfieldf()ralargevari-

etyofapplications.Themajorsare

introducedbelow.

・NationalCancerCenter ・Newspaperandpublishing

－Qualityassessmentexperi-

mentsforobtainingbasicinfor-

mationforconstructinganinte-

gratedremotemedicalinforma-

tionnetwork

R&Dofnewtypesofinformation

supPlyservicessuchasnewson

demandandelectronicnewspa・ ・

pe「s

●Bankingandinsurance

●NationalInstituteofRadiological

Sciences(ScienceandTechnology

Agency)andNationalCancerCen-

ter

－Developmentofamedicalinf()r-

mationnetworkrelatedtocor-

puscularbeamtreatmentpa-

tientsandaremotediagnosis

system

(2)Multimedianetworkutiliza・

tionexperiments

Theseexpe]dmentssupPortnotonly

theinte㎡face.of156Mbpslbutalso

routingusingIntemetProtocol(IP).

Aselectioncanbemadeaccording

totheneedsofeachapplication.As

ofOctober1995,111systemspar-

ticipateintheexperiments.The

experimentperiodisplannedtobe

fromApri11995toMarch1997.

Manyenterprisesandgroupspar－

R&Dofmultimediatechnology

apPlicationstoremotecustomer

consulting,non-lifeinsuranceand

business(virtualbanking)

・Manufacturing

R&Dofavirtualfactorysuchas

remoteplantoperationandinte-

gratedoperationofanumberof

plantsinmultiple(wide)areas

●Construction

Implementationofavirtualoffice

connectingsitesandheadquarter

expertsandfeasibilitystudyof

cooperativedesignandwork

●Entertainment

Remotejointproductionanddis-

tributionofhighqualitydigital

imagesandimplementationof
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gamesparticipatedsimultaneous-

lybymany

demandservice(VOD)ofcultural

facilities

●Education

Interactiveremotestudyingand

jointwork,etc.

●InfOrmatiOnSerViCe

Databasemanagementandare-

motebuildingsecuritysystemus-

ingamultimedianetwork

●Administration

(3)Utilizationexperiments

suchasCATVvideotrans・

　 　

mlSSlon

AnexperimentofcompositeapPli-

cationssuchasTVprogramtrans-、

missioriandVODandCATVtele-

phoneservicesistobeconductedby

thepassivedoublestaropticalsub-

scriptionmethod;BRI-ISDNlines

aretobeusedf()rthetelephoneser-

vice.

Studyonfeasibilityofaninterac-

tivenetworkforwindowservices

andnewadministrativeservices

usingahigh-speedandlarge-ca-

pacitynetworksuchasvideoon－

Theexperimentperiodisplanned

tobefromApril1996toMarch1997.

ThreeCATVcompaniesparticipate

inthisexperiment.
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III.MultimediaRelatedMarket

Thetelecommunicationinfrastruc-

turef()rIhultimediaservicesin.

cludesISDN,CATV,andbroadband

servicessuchascellrelayservices

andframerelayservices.NTTplans

tostarttheOpenComputerNet-

work(OCN)serviceatlowcharges

in1996.Thisnetworksupportscom-

putercommunicationsexclusively.

Itisexpectedthatitwillgreatly

promotemultimediacommunica-

tionssuchasconnectionstoInter-

net.

1.ISDN

NTTstartedBasicISDN(NTT,s

servicename;INSNET64)inApril

1988andstartedPRI-ISDN

(23B+D)namedINSNET1500in

June1989.Bothofthelineshave

beenincreasingatahighgrowth

rate(]Figuresland2.).

pandingfrombusinessuserstoper-

sonalusers.

2.OCN(OpenComputer

Network)

InApril1995,NTTannounceda

plantoconstructtheOCN,ancom-

putercommunicationnetworkre-

quiringnopublicswitching,bythe

endof1996.Thisevokedgreatre-

sponsesamongInternetaccesspro-

vidersbecauseNTTannouncedthat

theywillofferafixedratesystem,

differingfromthemeteringsystem

usedf()rtelephonecharges,andthat

theywillplacehighestpriorityona

low-pricedservice.Thisservicecan

completelychangeusers'network

utilizationmethod.Itisregarded

asadouble-edgedswordwhich

obligesNTTtochangetheprofit

structure.

INS64usersincreasedrapidlysince

1995whenNTTmadeISDNhome

connectionequipmentsimplerand

loweredthechargesgreatly.This

isbecausethepotentialdemandas

highspeedaccesslinestoInternet

wasincreasingjustaroundthat

time.Asaresult,ISDNbeganex－

InFebruary1996,NTToffricially

announcedanoverviewofOCNand

providedinf()rmationaboutthecon-

nectionmethodandtheratesys-

tem.Theyshowedstandardcharg-

esforgeneralusersunderthe丘xed

ratesystem.Thechargeconsistsof

anaccesschargeandanOCNutili－
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340,000 337,1i54

FiscalYear
1988198919901991199219931994

Figurel.NumberofLinesofBRI・ISDN

6,500 6,468

FiscalYear

198919901991199219931994

FigUre2.NumberofLinesofPRI・ISDN
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zationcharge.Themonthlycharge

is30,000-40,000yenf()r128kbps

and300,000-400,000yenf()r1.5

Mbps.Adial・upaccesschargefrom

asubscriber'stelephoneorISDN

consistsofafixedamount(about

3,000yenpermonth)andameter-

basedcharge(Table1.).According

totheratesf()rbusinessusersan-

nouncedinApril,theconnection

withinterexchangesis10.46yen

for3mi皿tes,equaltolong-distance

NCCs'accesscharges.Theconnec-

tionwithlocalexchangesis4.05

yen.'Theconnectionwithlocal

switchesareaboutthesameasthe

currentmonthlysubscribercharg-

es(Table2.).

3.OtherBroadbandSer・
　

Vlce8

Framerelayserviceswerestarted

byNTTandJapanTelecominNo-

vember1994.Cellrelayservices

werestartedinSeptember1995by

NTTandinOctoberbyTelewayJa-

pan.TelewayJapanstartedframe

relayservicesatthesametime.

Table1.OCNMonthlyServiceCharges(estimated)

(yen)

AccessLines AccessCharge NetworkCharge Total

128kbps 10,000 20,000-30,000 30,000-40,000

1.5MbPs 15,000 150,000-250,000 300,000-400ρ00

6Mbps 15,000 650,000-750,000 800,000-900,000

50Mbps 2,000,000 3,000,000 5,000,000

Dial-up sameastelephone 3,000一 －

Table2.InterconnectionChargesforOCN

(yen)

InterCOnneCtiOnIＬeVel Charge(threeminutes)

Interexchanges 10.46

1」ocalExchanges 4.05

LocalSwitches sameasmonthlysubscribercharge
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4.CATV

CATVfbrsolvingseeingandhear-

ingdifficultywasputtousein1955.層

However,itis1987thatafu11-scale

multi-channelCATVstationwas

opened.・Figure3showsthetransi-

tionsinthenumberofsubscribers

sincethen.Theabsolutenumberof

subscribersisstillsmal1.Thenum-

berofCATVcontractsisonlyabout

8.5%ofNHKreceivercontractsas

oftheendofMarch1996.Thisis

quitelowinviewofthefactthat

morethan60%ofTVowninghouse-

holdsareCATV3ubscribersinthe

U.S.A.

TheslowdisseminationofCATVin

Japanisaccountedbythefollowing

reasons:

●Since.Japanhassevenground-

wavebroadcastingstations,in-

cludingpubliCandprivatesta-

tions,theneedsfbrmulti-channel

serviceshavenotbeenclear.

●MultipleSystemOperator(MSO)

whichoperatesinanumberof

areaswasnotauthorized.Since

individualCATVoperatorshadto

operateindependentlyonasmall

scale,theCATVbusinesswasnot

profitableandlackedattractive-

nessasabusiness.

,

1987

3009,364

FiscalYear

to1995

FigUre3.Number'ofSubscribersofCATV
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●Theexpensepforconnectionare

toohigh.

However,CATVnetworksbeganto

beregardedasanimportantpartof

aninfrastructureinthemultime-

diasociety.TheMinistryofPosts

andTelecommunications(MPT)set

forththefollowingderegulationpol-

iciesinDecember1993topromote

thedisseminationofCATVpartly

becausetheU.S.A.announcedthe

NIIactionplan:

1)MSOsareapproved.

2)Anumberofcompaniesareap-

provedforonefranchise.

3)The .fbreignownershiprestric-

tioniseasedfrom1/5to1/3.

4)'Theconstructionpermissionap.

plicationdocumentsaresimpli－

丘ed.

InNovember1994,MPTprepared

guidelinesforintroducingCATV
't
elephonesandimprovedtheenvi-

ronmentsothatCATVoperators

cou}dgointothetelephoneservice

bu3iness.

Asaresultofthesepolicies,compa-

niessuchaslargetradehouseshav-

inggreatcapitalbackgtoundbegan

activemovementstogointothe

CATVbusinessasMSOs.Internet

connectionexperimentsarealsoat-

telnpted.

Multi-channeldigitalsatellite

broadcastingistobestartedin1996.

ThisisathreatforCATVopera-

tors.Highconnectionexpensesstill

areagreatinhibitortoCATVsub-

scriptions.Someoperatorsaretry-

ingtodecreasesubscribers'burden

byadoptinganinstallmentpay-

ment.

CATVnetworksarestillinthestage

ofdissemination.Itisnotclear

whethertheywilloccupyanimpor.

tantpositionasaninfrastructure

inJapan.NTT'ssubscriberlines

maybereplacedtoopticalfibers

beforeCATVisfu}1ydisseminated.

Inanyevent,itiscertainthatCATV

willplayanimportantrolef()rthe

establishmentofbroadbandcommu-

niCatiOninfraStrUCtUre.
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