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Universal Service in Japan

Koichiro Hayashi

1. Background

1.1. Liberalizat ion and Compet it ion Since 1985
Japan opened its telecommunicat ions network to compet it ion in 1985 , when the NTT Public

Corporat ion was privat ized. In August 1986 , NCCs (New Common Carriers ) began
leased -circuit service and in September 1987 they entered the market for long distance voice
telephony. Japan has had different not ions from Western developed count ries in what

const i tutes " fair compet it ion " and a " level playing field ." Therefore, it is easi ly understood
why Western vocabularies like "equal access ," " number portabi li ty " and " universal service ,"
have hardly been heard in Japan unt i l recent ly . Japanese people prefer to resolve these issues
technically rather than conceptually . The ext reme example was the populari ty of LCR ( least

cost rout ing ) equipment, which selected the cheapest carrier automat ically without dialing a

four digit prefix , thus funct ioning in place of equal access . However , as the market is
becom ing global, several means of Western origin were gradually int roduced in Japan .

Looking back on the history of compet it ion and interconnect ion in Japan , we can

ident ify three stages of evolut ion .

( 1)

( 2 )

( 3 )

Long distance compet it ion without definite rule ( 1985-91)

POI- based rule making movement (1992-94 )

OND ( Open Network Declarat ion ) ( 1995- ? )

1.1.1. Long distance compet it ion without definite rule ( 1985-91)

Japan was init ially concerned with the feasibi li ty of compet it ion in the long distance market .

Therefore, policy direct ions focused on encouraging long distance ent rants rather than
establishing a level playing field for all players .

1.1.2 . POI- based rule making movement ( 1992-94 )

Init ially the long distance NCCs could not charge their customers for an end - to-end price , only

for their long distance segment . According to the interconnect ion scheme at that t ime , NCCs

who have their point of interface (POI) in the same Message Area (MA) would pay just ten yen
per three m inutes to NTT at one end of the call . Carriers with POIs outside the MA would pay

more depending upon the distance between their POI and NTT’s interconnect ion site . This

created unequal compet it ion among long distance NCCs .

Due to its inequali ty , the MPT stream lined the system in 1992. In principle, a single

POI was established in each of the Japanese prefectures ( sim ilar to the U.S. LATA regions.)
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For leased line service in areas where local NCCs had already established a share of the

inter -prefectural market , exist ing interconnect ion points were left intact . An interconnect ion

charge system and an end - to - end tari ff were int roduced in 1993 .

1.1.3 . OND (Open Network Declarat ion ) 1995- ?

As indicated in the incompleteness of new POI system , and also st imulated by the 1996

Telecommunicat ions Act in the U.S. , the general consensus was made that interconnect ion

should not be lim ited to long distance and local . Rather, it should cover any type ; local - local,
local - cellular , local -CATV and so on .

The MPT focused more on st ructural separat ion than any non -discrim inatory

interconnect ion scheme which suggests a preference for NTT’s divest i ture. In ret rospect, MPT

ordered NTT to separate its data communicat ions arm into a subsidiary in 1987, now called

NTT Data Communicat ions Systems Corporat ion . In 1992 , MPT also requested separat ion of

NTT’s mobile communicat ions sector, and NTT DoCoMo (li terary means "everywhere" ) , the

mobile communicat ions subsidiary , was established . The following year, NTT DoCoMo was

again reorganized into Regional Group Companies by the request of MPT.

Although st ructural separat ion faci li tates open and neutral interconnect ion to a certain

extent , it does not necessari ly guarantee that unbundled funct ions are available at a reasonable

price . To achieve this, two condit ions are necessary :

( 1)

(2 )

The dominant carrier must be willing to open the network .

An arbit rat ion system must be in place to set t le disputes.

Unfortunately, NTT has acted reluctant ly in opening up its network to its compet itors .

Complaints were frequent ly raised by compet itors that NTT gives preference to its long

distance sector , that NTT’s cost data are not reliable , and that NTT often delays negot iat ions .

However, in September of 1995 , NTT announced an epoch -making decision of open network

policy following its idea of OCN (Open Computer Network ) . This new policy can be called

" OND " ( Open Network Declarat ion ) by the dom inant carrier .

1.2 . Market performance and tariff reduct ion

Ten years since the market opening, the NCC’s market share for inter - prefectural long distance

calls ( comparable to inter -LATA calls ) reached around 30 % nat ionwide. However , NTT’s

market share erosion was even more dramat ic in the most heavily inhabited areas -- between

Tokyo, Nagoya and Osaka. In that lucrat ive corridor, NTT’s share dropped to 45 % , while the
share of NCCs grew to 55 % .

On the other hand , the local wireline market did not become compet it ive . There are

over 10 NCCs in this market , most of which are subsidiaries of elect ric power companies.

However , their combined market share for local voice telephony is almost zero percent and the

elect ric power companies incurred large financial losses .

During this period , NTT cont inually reduced its long distance tariff, without raising its

local tari ff. NTT’s tariff is distance sensit ive , with the furthest - distance rate set for calls in

excess of 160 km . This tari ff segment dropped a quarter of its original level of NTT’s price
for a three m inutes call , from � 400 before compet it ion to � 140 after compet it ion .
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In Japan, regulators have run behind the market reali ty and have approached the newly
compet it ive environment with a t rial - and - error process . This is different from the U.S. and
the U.K. , where changes in the tari ff st ructure for both long and local distance were brought
about through the implementat ion of rate rebalancing and access charges . Instead in Japan , as
long distance rates declined , no increases on the local side were perm it ted in order to offset the
drain in revenue .

However , regulators have become gradually aware of NTT’s seriously t roubled
financial situat ion . They understood that the low cost of the local tari ff , although appreciated
by the consumer , cannot be sustained in conjunct ion with universal service goals . There
needed to be a fundamental change in the tari ff st ructure .

In order to avoid a poli t ical react ion , MPT perm it ted a 30 % tariff raise in pay phones ,
followed by a 16 % raise in monthly basic charge. Both of these adjustments were implemented
in two -phases during the 1994-95 t imeframe. Although these adjustments cont ributed to the
reduct ion of the total defici ts of local services, no amendment has been made for subscriber call
charges.

1.3 . Interconnect ion charges

As was ment ioned previously , "access charges " were deferred to the future , when real
compet it ion comes to a matured condit ion . In 1993 , NTT came to an agreement with its rivals
DDI , JT , and TWJ to int roduce interconnect ion charges. Three minutes of regular access was
priced nat ionally at 12.57 yen for each end , and 47.30 yen for three m inutes of ISDN service.

The NCCs were also required to pay 100 % of the cost of the IGS ( Interconnect ion Gateway
Switch ) , up from 50 % . There is also a 2.10 yen cont ribut ion per call for NTT’s directory
assistance service.

These interconnect ion agreements are re- negot iated yearly , based on NTT’s profi ts for
various service elements. Beginning Apri l 1995 , three m inutes of regular access was reduced
to 10.46 yen from the previous 12.57 yen level . Internally, NTT’s long distance division must
pay its regional divisions the same interconnect ion fees as its compet itors do . In order to
secure the level playing field between long distance NCCs and NTT’s long distance sector,
MPT ordered rest ructuring of NTT, by which the former Network Sector was recognized as
a new Long Distance Communicat ions Sector , and new POIs were also established . While
interconnect ion agreements are bi lateral, in pract ice the three long - distance NCCs negot iated
joint ly with NTT and the agreements are ident ical. Each agreement is approved by MPT in

order to guarantee exempt ion from ant i - t rust laws .

In 1995-96 , there appeared new changes in the local market st ructure : CATV operators
want ing to provide telephony and Internet interconnect ion began negot iat ions with NTT and

a new alliance was under considerat ion among the other local carriers. Interconnect ion charges

are based completely upon costs without surplus for the recipient to subsidize deficit areas, as

opposed to access charges which include cross - subsidizat ion . This was a pioneering sign for

the com ing network of networks .

2. Universal service concept in Japan

As the Japanese legal system most ly depends upon writ ten statute , several laws which include

provisions related to universal service concept should be reviewed .
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2.1. Public Telecommunicat ions Law (PTL) Before Liberalizat ion

PTL was enacted after World War II which prescribed the universal service concept as follows :

Art icle 1 (Purpose of this law )

This law is aimed at improving public welfare, by securing NTT- PC ( Nippon

Telegraph and Telephone Public Corporat ion ) and KDD (Kokusai Denshin Denwa , Co.

Ltd.) to provide prompt and stable public telecommunicat ions services at a reasonable

price to anyone universally and equally. ( tentat ive t ranslat ion by the author)

The original Japanese wording of amaneku kouhei, which can be t ranslated into

" universally and equally" probably comes from the following wording in the 1934

Communicat ions Act in the United States , because then Japanese government and bureaucracy

learned a lot from US experience , as shown by the int roduct ion .

Sect ion 1 (Purposes of Act; creat ion of Federal Communicat ions Commission )

For the purpose of regulat ing interstate and foreign commerce in communicat ion

by wire and radio so as to make available, so far as possible, to all the people of the

United States a rapid , efficient, nat ion - wide , and world -wide wire and radio

communicat ions service with adequate faci li t ies at reasonable charges...

2.2 . Telecommunicat ions Business Law ( TBL ) and NTT Law

In 1985 , TBL was enacted the basic law to regulate the telecommunicat ions business as a

whole , after the market was opened to compet it ion . In this law two provisions are related to

universali ty :

Art icle 7 (Non - discrim inatory usage)

Any telecommunicat ions carrier shall not discrim inate unfairly in providing

telecommunicat ions service.

Art icle 34 (Obligat ions to provide service)

Any Type- 1 carrier shall not , without due reason , refuse to provide

telecommunicat ions service within its service terri tory .

However , these prescript ions guarantee only equali ty . As for a narrow sense of

universali ty , NTT Corporat ion Law prescribes the following:

Art icle 2 ( Obligat ions)

NTT shall ... give considerat ion to the maintenance of its proper and efficient

management and shall cont ribute to the securement of provision of stable nat ionwide

telephone services throughout Japan by providing such services indispensable to the

people’s li fe at appropriate condit ions and impart ially ...

2.3 . Broadcast ing Law ( BL)

Japan is very unique in imposing broadcast ing law ( BL) , the Art icle-34 equivalent obligat ion

on all broadcast ing companies. In addit ion , BL also asks NHK ( Nippon Housou Kyokai ), the

public broadcast ing corporat ion , to provide nat ionwide radio and television services, which is

sim ilar to the universal service obligat ion imposed on NTT. The sentence reads as follows;
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Art icle 7 ( Purpose of NHK )

The purpose of NHK is to conduct its domest ic broadcast ing with rich and good

broadcast ing programs for the public welfare and in such a manner that its broadcast ing

may be received all over Japan ... ( unofficial t ranslat ion by Communicat ion Study

Group )

2.4. Japanese Way to Secure Universali ty

Universal service is closely linked with telecommunicat ions market st ructure . There are three

major types of liberalizat ion in the world ; namely the U.S. type, the U.K./ Japan type, and the

Cont inental European Union type.

Figure- 1 shows how these three types differ . On the horizontal axis, each field of

telecommunicat ions is shown . The vert ical axis classifies the degree of liberalizat ion by the

number of new entrants , with the top being a monopoly and the bot tom being a more

compet it ive marketplace. Thus we can characterize the three types as follows:

( 1) In general , the US is the most " open " market . When AT& T was divested in 1984 ,

there was a vague consensus that local telephony would be a natural monopoly for the

foreseeable future. The demarcat ion between long distance and local depended on this

assumpt ion . However , compet it ion soon began between local telcos and CAPS

(Compet it ive Access Providers ).

( 2 ) The UK and Japan regulatory schemes resemble each other, regardless of their

historical and cultural differences. Both opened up every field of telecommunicat ions

market. But in local telephony, the number of new entrants is comparat ively small and

they are st i ll weak .

( 3 ) Cont inental EU countries have opened CPE, VAN and mobile communicat ions, while

keeping a monopoly in voice telephony both in long distance and local . But they are

moving toward more compet it ive local and long distance markets as we approach 1998 .

The main issue right now is whether or not to promote accelerated local compet it ion.

The UK has already experienced cable telephony. The US has begun to open up local market

by faci li tat ing compet it ion between telephone and cable companies under the recent ly passed

1996 Communicat ions Act .

According to the three types of liberalizat ion , there are three ways to secure universal

service .

( 1) On the occasion of AT& T’s divest i ture , universal service was maintained through

"access charges " and other inst ruments including a USF ( universal service fund ).

( 2 ) On the other hand, even though both the UK and Japan opened up every field of

telecommunicat ions , they cont inue to impose a special responsibi li ty for universal

service upon the leading carrier of each count ry either by license ( UK ) or by the law

( Japan ).

( 3 ) In the Cont inental EU countries , PTTs provide service to everyone with one system

under one policy. Once they open the market to compet it ion , the issue will become

how to cont inue what is now pure universal service .
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Judging from these observat ions, Japan seems to be situated somewhere between the UK
and the cont inental EU systems . On the one hand , Japan declared an open market in all
telephone services, including local. Yet , Japan seemed reluctant to accept clear -cut compet it ion
in local telephony . This has caused a vague and opaque situat ion in Japan .

3. Availabi li ty and affordabili ty

3.1. Elements of universal service

There are three major documents, which describe in detai l what universal service means . Two
of the three are issued by US government ’s NTIA ( Nat ional Telecommunicat ions and
Informat ion Administ rat ion ). The older one is t i t led " Telecom 2000 " published in 1988. The
newer is the " Infrast ructure Report " published in 1991. A third is the OECD (Organizat ion
for Econom ic Cooperat ion and Development ) paper t i t led "Universal Service and Rate
Rest ructuring in Telecommunicat ions Tariffs ," and published in the same year .

According to NTIA reports , universal service is considered to contain two elements ;

( 1) Universal geographical availabi li ty of telephone service, regardless of subscriber
locat ion .

( 2 ) Affordabili ty to subscribe and ut i lize telephone service.

The OECD report expands the elements of universal service to four items :

( 1 ) Universal geographical access .

( 2 ) Universal affordable access .
( 3 ) Universal service quali ty .

( 4 ) Universal , non -discrim inatory tari ff.

3.2 . Universal geographical availabi li ty

The main purpose of establishing NTT as a public corporat ion was to recover and improve
telephone service in Japan , which was seriously damaged by World War II . In order to achieve

this, two definite goals were set : f i rst to fulfi ll the unmatched demand ( backlog 3D sekitai in
Japanese ), and second to establish nat ionwide direct dialing as soon as possible .

These two goals were finally met in late 70’s , almost twenty years later . Today ,
regardless of geography, those who wish to subscribe can be equipped with telephone
connect ion within a few days .

In the meant ime, there were several supplemental means taken to support universali ty.

( 1) The init ial service area covered only 3-4 ki lometers from the exchange office due to

technological lim itat ion . This was expanded to 5 ki lometers in 1972 , and to 7
kilometers in 1978. Those who lived outside of this service area were requested to pay
an ext ra charge for subscript ion .

( 2 ) Islands were treated favorably , thus faci li tat ing subscript ion of isolated inhabitants.

( 3 ) Even after the expansion of the service area , some local governments established a
funding system , which usually adopted an equal sharing system among prefecture, ( and
city or town ) and individual for the ext ra charge .
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3.3 . Universal affordabili ty

Telephony was considered a luxury by many Japanese after the last World War and as the

economy began to recover . However, in pace with econom ic development with two- digit

growth in 60’s and 70’s , telephone became a necessary commodity .

This was the main reason behind NTT’s lengthy development of its network . NTT- PC

executed six consecut ive 5 -year plans quite successfully ; namely NTT installed more telephone

sets than init ially planned , which implies demand was actually st ronger than anyone had
forecasted .

During this process , there seemed to be li t t le problem with regard to affordabili ty,

because purchasing power was dramat ically improved in conjunct ion with econom ic growth .

However , there was a problem unique to Japan in addit ion to the dist ribut ion of income issue

common in every count ry .

This arose from the tari ff st ructure . As NTT- PC’s mission was to implement as many

telephone sets as possible , Japanese government int roduced a unique and favorable financial

system to NTT-PC . Every subscriber was asked to buy a telephone bond before subscript ion.

The amount differed depending upon the distance between the service areas and the subscriber ,

and whether the bond itself was exchangeable for cash at any t ime in the market .

This system proved to be the most stable financing tool , when there was a danger of

crowding -out of telecommunicat ions by st rong financial demand for other emerging indust ries .

But this system combined with comparat ively high basic charge (monthly flat rate) imposed a

burden on poorer people . Therefore, various inst ruments were int roduced to ease the burden

under collaborat ion between NTT- PC and the cent ral, as well as the local, governments . These
included :

( 1) Payment in installments faci li tated payment for public assistance recipients .

(2 ) Half reduct ion of charges for CPEs dedicated to disabled persons .

( 3 ) Development of low -cost high quali ty CPEs for disabled persons.

4. Cross -subsidy and rebalancing of tari ffs

4.1. From long - distance to local

As already ment ioned , Japan is more concerned about promot ing new entrants rather than

establishing a level playing field . Therefore it is probable that no rebalancing , or access charge

system will be int roduced unt i l everybody recognizes the existence of compet it ion .

Therefore , it is easi ly understood that NTT , as a universal service provider , must

execute its responsibi li ty only through a convent ional cross -subsidy system . Even in FY1993

(ending March 31 , 1993 ) , almost seven years since liberalizat ion , NTT subsidized all other

services by huge profi ts in the long distance market ( see Figure- 2 ) .

4.2 . First rebalancing

In conjunct ion with the interconnect ion charge issue , part ial rebalancing was first authorized

by MPT ( Minist ry of Post and Telecommunicat ions). The first case was with public pay

phones . This approach was adopted because there is no monthly subscriber payment charged

for pay phones. Therefore , MPT separately t reated the pay phone tariff and the ordinary local

tari ff . The pay phone rate was raised from � 10 per 3 m inutes to � 10 per 1 m inute beginning
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Apri l 1 , 1994. During a transit ion period between October 1993 and Apri l 1994 , the rate was

� 10 per 1.5 minutes .

This tari ff adjustment was followed by raising of monthly flat rate . As shown in

Figure-2 , the deficit in exchange lines , which should be covered by monthly flat rates , was so

huge that MPT reluctant ly adm it ted NTT’s financial diff iculty could not be eased without

adjustment of this charge. The monthly charge for the largest local exchange area , over

400,000 subscriber lines, was raised from � 1,550 to � 1,750 for resident ial customers and from

� 2,350 to X2,600 for business customers.

There were several factors impeding the change involved in the plan . First , the charge

for the smallest classes of local exchange areas , with less than 8,000 subscriber lines , wi ll not

be changed in the foreseeable future. Secondly , in the m iddle range areas between 8,000 and

400,000 lines , there was a one year t ransit ional period during which the new tariff was , on

average, increased fifteen percent from the previous one . The first response was at t ributable

to maintaining " universal service , " whi le the second was used to provide step - by - step tari ff

adjustment.

The telephone directory assistance service charge was also increased from � 30 per call,

to � 30 for the first call per month and � 60 thereafter . It is also � 60 per call for use during the

m idnight rate period ( 11:00pm - 8:00am ) .

These rate adjustments compensate for some port ion of losses caused in local services .

However, it is st i ll far from the " rebalancing of tari ffs " in a real sense , because the local call

tari ff i tself st i ll remains at the same level of � 10 per 3 m inutes as before.

4.3 . From Urban to Rural and From Business to Resident ial

Compared to the subsidy from long -distance to local, the other two subsidies are far less

visible . Indeed , it is not deniable that urban customers subsidize local users and business

customers subsidize resident ial users . This is due to the fact that long -distance NCCs focus

their market ing on the high -density Tokyo -Nagoya -Osaka corridor . NTT’s revenues from this

area accounted for two - thirds of the total, while number of subscribers was one - third of the

total.

However , when it comes to "how much ," we have to recognize that the data to support

the subsidizing mechanism is insufficient . Therefore, this issue must be a future study topic .

5. Universal Access Toward the Future

5.1. Informat ion Technology and Communicat ions Policy Forum

The first serious discussion regarding universal service was exchanged among the part icipants

of " Informat ion Technology and Communicat ions Policy Forum " ( ITC Forum ) hosted by the

Center for Global Communicat ions ( Glocom ) of the Internat ional University of Japan .

This forum was init iated by Glocom to faci li tate discussions regarding NTT’s divest i ture

and to realize elect ronic -based debate among voluntary part icipants, since there was li t t le voice

from the public . The universal service issue was selected as the eighth discussion item .

In its report published in March , 1996 , the ITC forum first emphasizes that the present

status of compet it ion is not sufficient to achieve the full range of consumer surplus and MPT

should take a more market -oriented at t i tude .
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" ---what is t ruly necessary for the current telecommunicat ions indust ry is creat ion of
an environment conduct ive to dynam ic act ivity by int roducing drast ic deregulat ion and
open compet it ion . Various new services should be int roduced experimentally , in the
hope of discovering which services are affordable and meet the needs of the users ."

When compet it ive principles are more widely implemented , the present rate system will
have to evolve into a more cost -based one . In that case rebalancing of tari ffs between
long -distance and local and among regions is inevitable. This problem will be part icularly
serious in the islands and in remote areas where populat ion density is low and costs of network
const ruct ion are high .

Therefore there is a st rong need to have in place an advance plan for a social
arrangement:

" capable of dealing with problems of dist ribut ion based on a new way of thinking.
However, since the balance st ruck between efficiency and equity will great ly affect the
contents of universal service, decisions concerning this balance will eventually require
consensus from the ent ire nat ion . "

Consequent ly , ITC Forum admits that their proposal must be conservat ive and
provisional at least at the init ial stage. They also adm it that development of a medium to
longer - term vision for universal service requires further research . However , as the init ial
approach , they propose the following :

( 1) The Forum defines " universal service " as " informat ion and telecommunicat ion services
ensured to all ci t izens, regardless of region and user circumstances , through standard
cost - burden sharing ."

( 2 ) Then they propose " the rapid establishment of a third party organizat ion that is

independent of indust ry and MPT and has the abili ty and is given the power to conduct
actual survey research ." Within several years this organizat ion would announce
publicly their conclusions about the points below :

open results of research on the cost st ructure of the telecommunicat ions indust ry
open results of research on the cost of building new infrast ructure for

telecommunicat ions

a proposal for a concrete mechanism for universal service and category of
recipient , based on the above results

( 3 ) Next , " regardless of whether NTT is broken up , we should quickly end the supply
dut ies for universal and equal telephone services which have unt i l now fallen only to
NTT ."

(4 ) Finally, as an interim means, they propose the followings;>

accessli feline service for low income residents , and service to

telecommunicat ions networks from isolated areas to be included as universal
service
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a voucher system based on a benchmark fee system

an organizat ion chartered for a lim ited period of t ime for the management of

funds provided by Type - 1 or Type- 2 carriers (or NTT stock sale gain ) .

Although these analyzes and recommendat ions look prim it ive and tentat ive , they are

quite dramat ic in the sense that this was the first proposal which received at tent ion in Japan .

5.2 . Study Group on " universal service and tari ff which received for the mult imedia age "

( Study Group )

Prior to the ITC Forum , MPT began invest igat ions on how so -called " mult imedia " affects

universal service and tariff st ructures by organizing a private study group to report to the

Director General of Telecommunicat ions Bureau at MPT. The final report was issued in May ,
1996 .

The Study Group built on the ideas from the ITC Forum . They first proposed four

principles to expand universal service concept . They are :

to secure access through dynam ics of market mechanism

step -by - step approach

t ransparent and stable support mechanism

development and promot ion of public applicat ion by governments ( cent ral and
local )

To expand the concepts , the following three points must be noted :

f lexible system to keep up with technological change and diffusion of services

consensus to subsidize -- object, amount and means

cont inuous review and adjustment

They then proposed to release NTT from universal service obligat ions, since

compet it ion is expected to prevail in every field of telecommunicat ions , and establish a new

external subsidy system under the following principles :

( 1) neut ral to compet it ion

( 2 ) t ransparent

( 3 ) efficient management by the recipient

( 4 ) as least cost as possible

(5 ) easy to understand

Finally , they t ried to compare the candidates plans judging from the above ment ioned

criteria . Alternat ives are :

a ) internal cross - subsidy

b ) universal service fund

c ) access charges

d ) voucher cross -subsidy ( included only for the comparison with other external means ) .
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Life - line and link -up type assistance are not exam ined , because there are great
differences between US and Japan regarding income dist ribut ion .

Among the three methods , other than internal cross - subsidy , an access charge system
cannot be workable if there is a dom inant local carrier . And the voucher is an unfam iliar idea
in Japan . Therefore, the universal service fund is the only recommendable means to maintain

universali ty in telecommunicat ions . However , it wi ll require some amount of management
expenditure to calculate and collect an accurate subsidy .

5.3 . OCN (Open Computer Network ) discussion

While the above two discussions are focused on t radit ional voice telephony , a new type of
concern appeared when NTT announced OCN , as a new service dedicated to network
comput ing

There is a st rong voice among heavy computer communicat ion users that NTT’s tariff
is too high and too usage- sensit ive . It seems almost impossible to respond to these

requirements through voice- oriented network and tari ff system . Then , NTT decided to
establish a separate network with separate tari ff st ructure , which is named OCN .

Although OCN provides a wide range of connect ions , with dial - up to 50 Mbps with
near flat -rate tari ff at comparable levels with US ISPs ( Internet Service Provider ), there is a
st rong concern that nat ion -wide availabi li ty will not be easy to accomplish .

Japan is famous for its slogan of FTTH ( Fiber - to - the -Home) by the year 2010 , but the
actual implementat ion will be done depending on actual needs . CATV operators show very
st rong interest in providing their potent ial customers with Internet access capabili ty. But their
terri tories are most ly in high -density areas . In both cases, there is the possibi li ty for customers
living in remote areas to be left behind .

In this context , the idea of "CAN " and "Informat ion wall socket " is worth at tent ion .
Mr. Izum i Aizu , Research Director at Glocom advocates : as far as the essence of Internet is

interconnect ion among LANs, and interconnect ion must not be lim ited to the rich corporat ions
but must cover cit izens, Community Area Network ( CAN) must be the core element of global
network of networks .

CAN consists of an " informat ion wall socket " in every household which is connected
to the in - house LAN , and "informat ion loop ," which connects neighboring in -house LANs .
These faci li t ies will be provided or financed not only by common carriers and service
providers , but also by public sectors including cent ral and local governments .

In "the last one m ile " issue for example , ( Mr.Aizu prefers "f i rst one m ile " rather than
" last , " because he represents the users ) , potent ial providers will range from telecommunicat ions

carriers and CATV operators to ut i li ty companies ( elect rici ty , gas , water supply) , sewage
companies , road const ruct ion companies , satelli te providers ( stat ionary, geostat ionary), and
wireless providers . Most of them would be private companies , but some of them may be

public , and a few may be third sector .

The most important issue is how to combine compet it ion and cooperat ion in the

following five factors;

( 1) Bui ld -- anyone can build
(2 ) Own anyone can own

( 3 ) Operate -- anyone can operate
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( 4 ) Part icipate -- anyone can part icipate

( 5 ) Use -- anyone can use

This discussion gives us a glimpse of a different kind of universal service . In previous

official discussions, the debate is focused most ly on the t radit ional concept of universali ty . In
the last case , discussion is centered on how to secure universali ty in computer access , which

inevitably includes the issue of who builds , owns and operates ( BOO) .

6. Concluding remarks

Universal service concept was first advocated by Theodor Vail , then President of AT& T, as

early as 1908. It lasted almost three quarter century without significant change . But , i t now
faces two challenges .

First ly, fierce compet it ion squeezes surplus which has been the source of subsidy . How

can we maintain universali ty in the compet it ive environment ?

Secondly, from a more act ive viewpoint, telecommunicat ions started from analog voice

telephony and now has progressed technologically to digital signals capable of carrying mult iple

types of data and media . Which services should be included as universal service ? And who

should be responsible to secure universali ty including the BOO of the networks ?

Advanced econom ies facing with these two quest ions , t ry to find their own solut ions

on a t rial- and - error basis . But at the same t ime , one count ry’s decision immediately affects

another count ry , as the world becomes more global .

In this context , I hope this paper describing Japanese situat ion is also of some help to
the non -Japanese readers.
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