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ThisessayprovidesageneraIdescriptionofthepresentcompetitionandregulationinthc 
telecommunicationsindustryofJapanandalsodiscussestheprobleminadaptingrelevanteconomic 
theorytothetelecomindustry、ThetelecommarketinJapanhaschangedconsideTablyafterthe
dcregulationｉｎ1985,whenthefOrmcrpubliccorporation,ＮＴＴ,wasprivatisedandcompetitionwas 
introducedundergovemmentregulationPrivatizationwastochangethepubliccorporationtoa 
privateandcompetitivefirm 

Japan，stelecommarketissupportedbyarelativelylargedenscbascoftelephonesubscribers 
(morethan50milUonssubscribers).ItwiIlbeincreasinglyimportanttopromoteamorcintensiveuse 
oftheteIecomnetwork、Ｔｈａｔｉｓ，theremustbeashiftfromextensivetointensivedevelopment，or
homaconcemwithquantitytoaconcemoverquality､PrivatizationmeantmoreselfautonomyfOr 
management,andalsowasadeparturefromthesocalled"softbudgetconstraint,，(wheregovemment 
budgetswereavailabletocoveranydeficitintheoperationoftheenterprise)．Anothersideof 
deregulationisthcintroductionofcompctitioniofncwcntrantsintothctelecomindustry、

Themostsimplebutimportantnewentryisakindof``creamskimming，，,protectedandbypassing 
competitorsTheproblemistoreconcilethepublicinterestinthetelephonenetworkandpromote 
efficiencytbroughcompetitionThefUtureorganizationofthetelecomindustrywhichhasbeen 
regardedasatypicalnaturalmonopolyisveryunceTtainatthepresentmoment・Thegovemmentis
againexaminingapossiblereo｢ganizationofNTrandwecamexpcctｍｕｃｈmorediscussionabout 
dereguIatio、ｏｆｔｈｅｔｅｌｅｃｏｍｍａｒｋｅｔｉｎｔｈｅｎｅａｒｆＵｔure．

１．ThePresentCompetitiveSituationinTelecommunications 

SinceAprilofl985，thetelecommunications，ｏｒ，“telecom,，industryinJapan 
haschangedradicallyInthatyear,NwlTwhichwasfOrmerlyapubliccorporation 
enjoyingamonopolysituationondomesticcarrierservice，wasprivatised 
Competitionwasintroducedintothetelecommarket，ｎｏｔｏｎｌｙｉｎｔｈｅ“customer 

premisesequipment，，market，andvalueaddednetworkmarket，butalsofOrboth 
localandtmnkcallmarket(thepublicswitchingnetworkbusiness).Inmidl989， 
ｔｈｅｒｅａｒｅｎｏｗ４９ｆｉｒｍｓｉｎｗｈａｔｉｓｃａｌled“Ｔｙｐｅ１，，business；firmsthatinstalltheir 
ownnetworksandthatprovidevariousnetworkServices・

Ｆｏｒexample,therearethrccnewcommoncarriers（NCC）inthetrunkcall 
market，fiveinthelocalcaIImarket，twoinsatellitecommunication，twoin 

intemationaltelecommunication，fOurinmobiIecommunicationservice，twoin 

marinecommunicationandfUlｌｙ２９ＮＣＣｓｉｎｔｈｅｐｏｃｋｅｔ“beeper，,business､These 
firmsarenowcompetingwiththeincumbentcarriersNTrandKDD(fOrmerlythe 
internationalcarrierwithamonopolyposition)． 

ＡｍｏｎｇｔｈｅｍａｎｙＮＣＣｓ，threelongdistancefirmsstartedprivatelineservice 
betweenthetwohightrafficarcas,TokyoandOsakainl986,andgeneraltclccom 
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servicefromSeptemberofl987，ThesethreeNCCsservinginter-exchangearea， 
initiallysettheirpricesbelowthoseofNTTbyapproximately20percentand 
gainedalargenumberofcustomers・Indeed，totaltelephonerevenuefOrthcse
threeentrantshasincreasedrapidlyfrom￥13.3billioninl987to￥65.Obillionof 
l988(thesefiguresarefOrthefirm，sfinancialreportingyearwhichisAprillto 
March31).Collectively,theyhavenowabouta73％shareofthetotalcompetitive 
trunkcallmarket,ThenumberofsubscriberswhonowcontractedwiththreeNCCs 

grewfromq7mililioninSeptemberofl987to7millionbySeptemberofl989,or 
roughlythesamenumberasthetotaIsubscribersintheTOkyometropolitanarea 
Themarketshareofthesefirmsofferingcompetitiveprivatelineservicereached 
18.6％inl988Asaresult,twoofthesethreeNCCswereprofitable(onacurrent 
accountbasis)inthel988financialyear､MarketsharesandfinancialresuItsfOr 
theseNCC，ｓａｒｅｓｈｏｗｎｉｎＴａｂＩｅｌｔｈｒｏｕｇｈＴａｂｌｅ３、

ThereｓｅｅｍｓｔｏｂｅｔｈｒｅｃｒｅａｓｏｎｓｆＯｒｔｈｅｒａｐidgrowthofthesenewcommon 
carriers､First,theNCCshavedevelopedaleastcostcarrier,selfselectiveadapter 
(bywhichausercaninafairlysimplefashion,choosetheIeastcostcarrieramong 
thethrecNCCsandNTTwhileplacingeachcall),andprovidedittousersatno 
Chargeb 

SecondIy，ithasbecomeeasytointerconnecttｈｅｎｅｔｗｏｒｋｓｏｆｔｈｅＮＣＣｓｗｉｔｈ 
ｔｈａｔｏｆＮＴｒ・WhentheNCCsbegannetworkservicc,somelocalswitchesofNTT
(crossbarswitching)weresooldthattheycouldnotinterconncctwiththeNCC 
users・NTTwasfOrcedtoeitheraddtothefUnctionoflD(ofcaUoriginator）
registrationwithinlocalandtrunkswitching,orchangetheoldtypeswitchingto 

ＴａｂｌｅＬＮＣＣ，sMarketShareofLongDistance 
CalIMaDPketbetweenTokyo＆Osaka 

（\billion，％） 

８８００ 

Table２．ＮＣＣ，sShareofPrivateLineMarket 

betweenTokyo＆Osaka 

（\billion,％） 

－１６－ 

1987 1988 

ＴＯＴＡＬＭＡＲＫＥＴ 88ｑＯ 890.0 

ＮＣＣｓＲＥＶＥＮＵＥ 13.3 65.0 

ＮＣＣｓＳＨＡＲＥ 15％ 7.3％ 

1987 1988 

ＴＯＴＡＬＭＡＲＫＥＴ 36.0 43.0 

ＮＣＣｓＲＥＶＥＮＵＥ 4.9 8.0 

ＮＣＣ，ｓＳＨＡＲＥ 13.6％ 186％ 
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Ｔ函ｂｌｅ３･FinancialResultsof

Threelnter-ExchangeSewiceNCCs 

fiscall989（Aprilll988toMarch311989） 
（\milIion，％） 

（）areexpectedvalueofl990 

＊ThcsefiguresfOrrevenueincludepaymentsfOrNTr，sIocaInetwork． 

*＊DainiDendenIncorporation 

newdigitalone,Ｂｙｔｈｅｅｎｄｏｆｌ９８８,therewasalmostnointerconnectingproblem 
withinNTr,sswitchingsystem，particularlyinthepresentservicｅａｒｅａｏｆｔｈｅ 
ＮＣＣｓ、

Finally,duetoarelativelycheappriceinadditiontoanefficientselfselectiｏｎ 
(oftheleastcostcarrier)adapter,andtothesolutionofinterconnectionproblems， 
thethreelongdistanceNCCshaveshｏｗｎａｖｅｒｙｒａｐｉｄｇｒｏｗｔｈｏｆｓａｌｅｓｆｒｏｍthe 
initiationoftheirservice・

ＷｈａｔｈａｓｂｅｅｎｔｈｅｒｅａｃｔｉｏｎｏｆＮＴｒ？Somewhatsurprisingly,ＮＴＴｓｅｅｍｅｄｔｏ 
"cooperatewith，，，ｏｒ“protect,,newcommoncarriersatfirst､ＮＴｒｄｉｄｎｏｔａｓｋｔｈｅ 
ｔｈｒｅｅＮＣＣｓpayanycarriers,accesschargewhichcouldhavebeenusedtosubsidize 
otherdeficit-makingservicesofNTr、Moreover，NTTpaidonehalfofthe
mstallationcostofthePOI(Pointoflnterface)equipmenttodecrcasetheburden 
ofｉｎｆａｎｔＮＣＣｓａｔｔｈｅｅｘｐｅｎｓｅｏｆＮＴＴ,ssubcribers・

However，ascompetitionincreased，ＮＴｒｈａｓｒｅａｃｔｅｄｗｉｔｈａｒｅｄｕｃｔｉｏｎｉｎｉts 

telephonefeestructure，Firstofall,inAugustofl987,ＮＴＴｒｅｄｕcedthepriceof 
privatelinesbyl0％・Afterthis,thepriceoflongdistancecaUsover320ｋｍ(the
longestdistancecallcharge)wasalsocutbylO％inFcbruaryofl988､Inorderto 
reduccthelongdistancecallcharge,NTrhadtoacceptanoveralldecreaseintheir 
revenuercquirementby￥70billion.(Thepricecutplanincludedthereductionin 
feesfOrservicesforanumberofisolatedislandsandthereductionoftotalrevenue 

requirementwas￥80billion)Inadditiontothesesteps,NTrfUrtherreducedthe 
priceoflongdistancecalls,ｏｖｅｒ３２０ｋｍ,byanotherlO％inFebruaryofl989・Ｔｈｉｓ
time,NTrwasaskedbytheMPT(TheMinistryofPostandLleCommunications） 
toreducethelocalcallchargeinordertoprovideadditionalsupporttothenedgling 

－１７－ 

Revcnue＊ CurrentProfit 

ＤＤＩ*＊ 40,619 

(87,000） 

4,477 

(14,500） 

JapanTblecom 26,907 

(72,000） 

864 

(3,000） 

TelewayJapan 13,292 

(23,000） 

▼4,285 

(1,000） 

ＴＯＴＡＬ 80,818 

(182,000） 

1,056 

(18,500） 
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ＮＣＣｓ・InresponseNTrrcducedthelocalcallcharge,insidea20kmarea,ｂｙ１０％・
ThetotalpricereductionschemecallsfOrNTrtoloseintotal，￥g0biUionrevenue 
requirement・

ＡｔｔｈｅｔｉｍｅｏｆｔｈｅｌａｔｅｓｔＮＴＴｐｒｉｃｅcut，Februaryofl989，theNCCsalso 

reducedtheirpricesandmaintained,ontheaverage，15.2％lessthanNTT,Atthe 
extreme,thepriceofthelongestdistancecallhasdecreasedby３０％,incomparison 
withtheonebefOreprivatizationThehistoryofthereductionoftelephonecaIl 
chargesinshowninFigurel，andacomparisonofthecurrenttarrｉｆｓｂｅｔｗｅｅｎＮＴＴ 
ａｎｄｔｈｅｔｈｒｅｅＮＣＣｓｉｓｓｈｏｗｎｉｎＴａｂｌｅ４． 

Figurel･HistoryofReductionofTelephoneCallCharge 
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Table４．COmparisOnofTelephoneCaUCharｇｅ 
ｂｅｔｗｅｅｎＮＴＴａｍｄ３ＮＣＣｓ． 

ＤＤＩ ＴＷＪ 

a）Oneunitcallchargeis￥10,whichis3minutesduration． 

b）figuresinpareathesesarenightandholidaydiscountrate． 
c)priceofthreeNCCsis"end-to-end，，seTvicepricewhichincludesNTr,s 

local（messagearea）callchargeof￥10＋￥1０ 

2．RegulationandCompetition-Intheｃａｓｅｏｆ“Typellbusinesses，，． 

ｌｎｔｈｉｓｓｅｃｔｉｏｎｗｅｗｉｌｌｌｏｏｋａｔｔｈｅｐｒesentregUlatorysystemfOrthetelecom 
industryinJapan，payingspecialattentiontothereIationshipbetweenregulation 
andcompetitionlnAprilofl985，twonewtelecommunicationIaws（the 

－１９－ 

distance 

(k､） 

currenttarrif 

ＮＴＴ ＤＤＩ JＴ ＴＷＪ 

meesagearea 

adjacent 

2０ 

3０ 

4０ 

5０ 

６０ 

7０ 

８０ 

100 

150 

160 
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300 

320 

340 

1０ 

2０ 

5０ 

6０ 

9０ 
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(190） 

Midnight 
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5０ 

(40） 

8０ 

(50） 
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(70） 
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(110） 
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Midnight 
140 
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8０ 
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8０ 
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Midnight 
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TelecommunicationsBusinessLawandtheNTrLaw)tookeffecLAccordingto 
theTelecommunicationsBusinessLaw，telecommunicationcarriersweredivided 

betweenTypcIbusiness,whichhaveindependentlinesandprovidemanycarrier 
services，andTypellbusiness，whichleaseprivatelinesfromTypeIcaITiersand 
providemainlyvalueaddednetwork(VAN）Services､Thenewlawliberalized 
substantiallyJapan,stelecommunicationsmarket,thoughTypelcarrierscontinue 
toberegardedaspublicentities，orthepublicutilities，ｍｕｃｈｉｎｔｈｅｓａｍｅｗａｙａｓ 
ｅｌｅｃｔｒｉｃｐｏｗｅrandgascompanies・

Aspublicutilities，Typelfirmsaresubjecttoconsiderablegovernment 
regulationThenewentryofTypelcarriersmustbeapprovedbytheMPTwhich 
considerstheoverallbalancebetweensupplyanddemand・Inasimilarfashion,the
exitofcarriersisalsocontrolｌｅｄｂｙｔｈｅＭＰＴ・ContractedservicesandtariffSof
Typelcarriersmustbeapproved，andfUrther，agreementofinterconnection 
amongcarriers，ｉｆnecessary，requirestheapprovaloftheMPT・Theserequire‐
mentsprovidetheMPTwithwide-rangingpowertoshapethedirectionofthe 
newlycompetitivemarkets・

TypelIcarriersaredividedbetwee、“Special”ａｎｄ``General，,Typellcarriers・
SpecialTypellcarriersarethoseoperatingwith500ormorecircuits,orthose 
operatingintemationally・ThesefirmsmustgothroughafOnnalregistration
processwiththeMPT，whilethesmallerGeneralTypelIcarriersonlyneedto 
notifytheMPToftheiractivity・

Duringtheprocessofl982，sofarasliberalizationofNTr,sprivatelineis 
concemed，therewasdiscussionamonggovernment、Ｆｏｒexample，ｉｎ1982,the
MPTinsistedthatallcarriers，ｅｖｅｎｔｈｏｓｅｗｈｉｃｈｄｏｎｏｔｏｗｎｔｒａｎｓｍｉｓsionand 

switchingfacilities，shouldberegardedaspubliccarriers，ｂecausetheyprovide 
servicestothirdparties・ButthisopinionwasopposedatthatｔｉｍｅｂｙＭＩＴＩ
(MinistryoflntemationalTradeandlndustry）Sincethen,whentheBusinessLaw 
wasunderdiscussion，theMPTinsistedagainthat，ｆｒｏｍａｓｉｍｉｌａｒｐｏｉｎｔｏｆｖｉｅｗ， 
specialTypeIIcalTiersmustberecognizedandrcgulatedaspubliccarrierssuchas 
Typelcarriersare､Further,SpecialTypeIIcarrierswereproposedtorequirethe 
samekindofgovemmentapprovalasTypelcarriersandtoexcludefOreigncapitaL 
But，thisoriginalproposalbytheMPTwasalsoabandonedbecauseofdomestic 
andinternationalopposition 

ThedivisionbetweenTypeIandTypelIcarrierswasnotconductedinorderto 
definetelecommunicationservicedifferencesaccordingtobasicandenhanced 
serv1ce･ 

ThatisacharacteristicoftelecomregulationinJapan・But,thereareproblems
withthisdivisionForcxample，leascdcircuitserviceisnowprovidedbyTypcI 
carnersunderstrictlycontrolledSystems,andalsobytheTypellcarrierswhichcan 
resaleleasedprivatecircuitatacompetitiveandfreelydetenninedprice・Itthus
becamepossibletohavebothnexiblepriceandregulatedpriceinthesameservice 
market,Thispricingproblemhasledtosomeseveredistortionsinthemarketingof 
telecomservices,ＴｈｅｓａｍｅｐｒｏｂｌｅｍｈａｓｏｃｃｕｒｒｅｄｉｎＶＡＮServices・NTrprovides
datatransmissionfacilitiesservice（on-linedataprocessingsystemserviceand 
communicationprocessingservice),andcertainlyTypellcarriersalsoprovidethe 
sameservice，However,thepriceandoperationofthefOrmeｒｉｓｒｅｇｕｌａｔｅｄｂｙｔｈｅ 
ＭＰＴ，ｂｕｔｔｈａｔｏｆｔｈｅｌａｔｔｅｒｉｓｎｏｔ． 

－２０－ 
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Next，weexaminethesituationofcompetitionwithintheTypellbusiness・
Sincel985，ｔｈｃｒｅｈａｖｅｂｅｅｎｓｏｍａｎｙｅｎｔｒａｎｔｓｉｎｔhissector・GeneralTypell
carnersamountedto723andSpecialTypellcarricrsreached27inJulyofl989・
Ａｍｏｎｇｔｈｅ２７ＳｐｅｃｉａｌＴｙｐｅｌｌｆｉｒｍｓ，１３carriersareintemationalVANbusi､ess 

carriers・InJapan，SpecialTypellVANbusinessesaremainlyoffshootfrom
infOrmationprocessingandsoftwarecompanies，ｓｕｃｈａｓｌｎｔｅｃｋＣｏ，andJapan 
lnfOrmationServiceCo・andcomputermakers,suchasNECFujitsu,Hitachiand
OkiCo､SofarasinternationalVANbusinesshasconcerned,becausethereareno 

prohibitionsontheentryoffOreigncompanies，ｔｈｅｒｅａｒｅｎｏｗｍａｎｙＵ.Ｓ，firms， 
actingasthepartnersfOraJapanesｅＶＡＮｃｏｍｐａｎｙ、Thesecompaniesinclude
ATr，ＩＢＭ，ＧＥ，Tymnet，GTETelenet，amongothcrs， 

IncontrasttotheSpecialTypell，GeneralTypellVANbusmessesappearto 
haveverydifferentorientationThislargegroupoffirmsincludesspinoffShom 
companiesinthetransportationbusiness(suchasYamatoSystemDevelopmem 
Co.,etc.),thewholesaleandretaUerbusincss,andfromfinancialinstitutions・The
bulkofthesecamersappearedafterthesecondliberalizationofNTr，sprivateline 
inl982・Thefirstliberalizationofprivatelineusewasconductedinl971,whennot
onlyprivatelines，butalsopubliclyswitchednetworkSｃouldbeusedfOrdata 
transmissionandtheshareduseofprivatelineswaｓｐｅｒｍｉｔｔｅｄＢｙｔｈｅ‘`shared 
use，,,ｗｅｍｅａｎａｃｌｏｓｅ,longtermrelationship,suchasthatbetweenmanufacturers 
andwhole-salersandamongprivatebankslnl982,restrictionsonthirdpartyuse 
ofNTrleasedcircuitsweresubstantiallyliberalizedandsmallenterpriseVANs 
wereapprovedasatemporarymeasure、

Thegeneralprocessofderegulatingdatacommunicationshasbeeninresponse 
tostrongpressurefOrentryfromcomputerrelatedindustriesa､dothersinthe 
telecommunicationsbusiness,Thispressurewasfirstappliedbyasinglecompany 
thatconstructeditsownon-lineinfOrmationprocessingsystemthroughleased 
circuitsfromNTrinordertorationalizｃｍｔｅｍａｌｏｆｆｉｃｃｗｏｒｋａｎｄ，amongits 
affiliatedsubsidiaries，PressurefOrliberaUzationgrewasinfOnnationprocessing 
networksystemswereneedednotonlywithinasinglecompanybutamong 
differententerprises、

TheintroductionofsmallenterpriseVANsmeantthatcompanymanagers， 
eveninsmallenterprises,intheretail-wholesaleandtransportationindustrieshave 
becomemoresensitivetothevalueofinfOrmationTheseindustriescouldfindｎｅｗ 

businessopportunitiesthroughthederegulationofthctelecommunications 
marketplace・However，ｆＵＵｓｃａｌｅＶＡＮｂｕｓｉｎｅｓｓｈａｄｔｏｗａｉｔｕｎｔｉｌｌ９８５ｗｈｅｎ
ｃｈａｎｇｅｓｃａｍｅｉｎＮＴｒａｓａmonopoly、

OneofthebiggestchangesinthisseｃｔｏｒｃａｍｅｉｎＪｕｌｙｏｆｌ９８８ｗｈｅｎＮｒＴＤａｔa 
SystemCo・wasfOrmallyseparatedfromitsparentcompany，ＮＴＴ、Forthetime
being,allstocks(itstotalcapitalis￥100biUion)ofNTrDataSystemCo・ａｒｅ
ｏｗｎｅｄｂｙＮＴｒ・NTrDataSystempresentlyhas6800employeesanditsinitial
year，srevenueamountedto￥228.8billion､ThemajorbusinessofNTTData 
SystemisininfOrmationprocessingsysteｍｄｅvelopment-NTrDataSystemhasno 
manufacturingdivision，soitisagenuinesoftwarecompany、NTrDatahitherto
haddevelopedlargescalepublicservicesystems，suchassocialinsurancesystem， 
andnationwidebankingsystems・

competitorsofNTTDataarebigmanufacturers，andtherefOre，althougｈｉｔiｓ 

－２１－ 
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ｔｈｅｌａｒｇｅｓｔｃｏｍｐａｎｙｉｎｔｈｅＴｙｐｅｌｌｂｕsiness，itsshareofthetotaIon-line 
infOrmationprocessingindustryisonlyestimatedtobeapproximateIy７％・
HoweveritssaIeoftransmissionprocessingserviceswhichareanintrinsicVAN 
service,ｉｓabout￥３０billionandaccountsfOraboutl89m6ofthetotaltransmission 

processingmarket・
Ｆｏｒａｌｏｎｇｔｉｍｅ，NTrwasamonopolywhichprovideddomesticcommunica-

tionsprocessingservices・But,becauseofrapidtechnologicalinnovationsincethe

earlyl980s,themonopolysituationofNTTDatahadbeengraduallychalIengedby 
competitors,whoidentifiedthenewbusinessopportunitiesinthismarket・Thebig
pushfOrderegulationinthisindustryhascomeafterl982，Sincethen，NTTData 

haslostitsstatusasamonopolyandhasnowbecomesimplyoneofthemajor 
competitors・Deregulationhasdefinitelyincreasedcompetitioninthecomputer
andcommunicationindustry・

Weshouldnote，however，thatwhilecompetitionhasfOnnallyincreasedin 
thesesectors,ithasalsobeencarefUllylimited・Forexample,thecustomersofNTT
Dataaremainlygovemmentandfinancialinstitutions,anditsnetworkserviceisa 

verypublｉｃｏｎｅＮＴＴＤａｔａａｎｄｏｔｈｅｒＶＡＮｃａｒｒｉersdonotdirectlycompetewith 
eachotherforthesamebusiness・Ｔｈｅｎｅｗｃｏｍｅｒｓ,incontrasttoNTTData，ａｒｅ
"useroriented,，firms‐firmswhichactivelyseekprivatebusinesscustomersinan 
increasinglycompetitivemarketplace・

ConcemingtheseparationofNTTDataSystemfromtheparentcompanyｏｆ 
ＮＴｒ,anearlyproposalfOrthiswascontainedintheSecondAd-HocCommissioｎ 

ｒｅｐｏｒｔｏｆｌ９８２１ｔｗａｓａｒｇｕｅｄｔｈａｔｔｈisseparationwasdesirable，inorderto 
strengthenthecompetitivenatureofthemarket・AccordingtotheAd-Hoc
Commission,ifthedataprocessingservicesectorstayedwithNTT,itwouldalways 
haveanopportunitytogetinfOnnationofotherdataserviceproviders・Thiskindof
advantageofthenetworkownerovertheleasedlinecarnersseemedtoconstitute 

unfaircompetition・However，therewasnotmuchdiscussionaboutthisspecific
problem，ａｎｄｔｈｅｓｅｐａｒａｔｉｏｎｏｆＮＴｒＤａｔａｗａｓｒｅallyconductedfOrdifferent 
reasons､Actually,NTrwaseagerfOrtheseparation,becausetheregulationsunder 
whicｈｉｔｗａｓｏｐｅｒａｔｉｎｇｗｅｒｅｔｏｏｓｅｖｅｒｅｔｏaccommodaterapidtechnological 
innovationHowever，whateverthereasoningatthetime，wecanconcludethat 

deregulationhaspromotedcompetitioninthishighlyadvancedtechnology 
industry・

Atthispoint，ｉｔｗｏｕｌｄｂｅｗｏｒｔｈｗｈｉｌｅｔｏｎｏｔｅｏｎｅｏｆtheaspectsofthe 
telecommunicationsindustrythataffectsthenatureofcompetition，thelowlevels 
ofsunkorirreversiblecostslngeneral,intheTypellsector,thereseemstobe 
rathersmallentrybarriers，becausethereareveryfewsunkcostsinthismarket・
Ａｎｄiftherearenotsomuchsunkcosts,ａｎｄｅａｓｙｔｏｍａｋｅａｎｅｎｔｒｙ,thenalthough 
incumbentcarrierisakindofnaturalmonopoly,itcannotsustainitsmonopolistic 
marketpower､Bythetermsofsunkcost,irreversiblecostwillbeproperlydefine｡、
Andthehigherthetransactioncost(thetransactionspecificinvestment)is,the 
highcrtheirreversiblecostwillbe､However,leasedlinenetworkisastandardized 
investment,notatransactionspecificone，soitisbetterdefinedasreversiblecost 

factor・Computersarealso“reversibleassets"・TherefOre，intheTypelIbusiness
whichhasstartedfromafUsionofcomputersandCommunications，ｔｈｅｒｅａｒｅｆｅｗ 
ｓｕｎｋｃｏｓｔｓａｎｄｅｎｔｒｙｉｓrathereasy、ThissuggeststhatalthoughthepreviousIy

－２２－ 
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dominantfirm(NTTDataSystem)appearedtobealmostanaturalmonopoly,its 
positioncouldnotbemaintainedindefinitely・

IntheTypeItelecommunicationsSector，contrarytotheexpectationofthe 
SecondAd-HocCommissionwhichoriginallyproposedtheseparationofNrT， 
withinfiveyearsofinitialrefOrm，intoamainoperatingcompanythathandled 
trunkcallservlceandseverallocalcompaniesresponsiblefbrlocaltelephone 
operations(thisideawasgainedfromtheAT&Tdivestiture)therehavebeenmany 
newentrants，Inthissector，entry，perse，demandstheconstructionofexpensive 
communicationsnetworks、However,therearefewcoststoentryfOrcertainfirms
becausesomeNCCswereseparatedfromaparentcompanywhichcanprovide 
marketentryfacilitiesataminimalincrementalcost、

Ｆｏｒexample，JapanTelecomwhoseparentcompanyisthefOrmerJapan 
NationalRailways,couldeasiIyconstructafibreopticcommunicationsnetworkby 
usingtheright-ofwayalongthebullet-train(Shinkansen)tracksTelewayJapan 
whichisajointventurecompanyofJapanHighwayPublicCorporationandToyota 
Co.,alsoiscapableofinstallingafibreopticnetworkalongsideofhighways・Ｔhese
fbrtunatefirmsdidnOtneedtoｐｕｒｃｈａｓｅｔｈｅｉｒｏｗｎｌａｎｄｉｎｏｒｄｅｒｔｏｉnstalltheir 
networksystem． 

3．TheNatureofCompetitionandGovemmentPolicyinJapan 

ＴｏｄａｙｉｎＪａｐａｎ，thereseemtobetwodifferentopinionsconceming 
competitionAndtelecommunicationpolicyhasbeendiscussedaroundthesetwo 
viewpoints・Oneopinionisthatifinterconnectionproblemswillbesettleddown
effectively,thentherewillbemuchmorecompetition，ａｎｄｔｈｅＮＣＣｓｗｉＵｇｏｉna 
largermarketshare、Inreality,ｔｈｒｅｅＮＣＣｓｏｐｅｒａｔｉｎｇｉｎｔｈｅＴｙｐｅｌｆｉeldarenow
broadeningtheirserviceareaoutsideofTokyoandOsaka，andinstallingmore 
POIswithNTT,andeventuallycouldbecomenationwideinterexchangecarneres、
Accordingtothispoint，increasingcompetitionwillpromoteefficiencyofthe 
managementofNＴｒ，andmayencouragearebalancingofthecostsandcharges 
amongthedifferentserviceareas（fOrexample，localnetworkservicecharges 
versuslongdistancecallcharges).Ifthisscenariocomestrue,itprobablywillbe 
necessarytofUrtherderegulatethepresentsystem,especiallynewentry(andexit） 
controlsandthepresentrulesconcerningthealIowableoperatingrateofretums・

Thesecondopinionconcemingthepresentconditionofcompetitioninthelong 
distancecallmarketisthatitislikeastrugglebetweenantsandanelephant・This
viewpointfOcusesonNTTasamonopolisticfirm,notonlyinitsdominanceofthe 
marketfOrlongdistancecalls,butalsoitscontroloflocalnetworkswhicharesaid 
tocomposeanessentialfacility（Orbottleneck）fOrthcinterexchangcNCCS・
Accordingtothisopinion,itwilIbenecessarytomaintainanasymmetricregulation 
inordertoprotecttheinfantNCCs，andifnecessary，undertakeacomplete 
divestitueroｆＮＴｒｉｎｏｒｄｅｒｔｏｍａｋｅｃｏｍｐｅｔｉｔｉonmoreequaL 

Giventhissecondviewpoint，ｉｔｉｓｉｍｐortanttoevaluatethemarketpowerof 
NTrinthelongdistancetelecommunicationmarket・Thepresentstructureinthis
marketcanbedescribedusingamodelof“partialmonopoly,,､Inpartialmonopoly， 
thereisabigcompany,thedominantfirm,ａｎｄalsoanumberofsmallfringefirms 

－２３－ 
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inamarket､Fringecompetitorshavenocontroloverprices,butmusttaketheprice 
sctbythedominantfirmwhichpursuesprofitmaximizationHowever，ｔｈｅ 
dominantfirmcanonlysatisfytheresidualdemandwhichisthetotaldemand 
minusthefringecompetitors,supply､Ｆｉｇｕｒｅ２ｓｈｏｗｓｔｈｅｃａｓｅｏｆａｄｏｍｉnantfirm 

withagrowmgcompetitivefringe､ＩｎＨｇｕｒｅ２,Disthctotaldemandcurve,and 
BGisthercsidualdemandwhichisthetotaldemandminusthefringecompetitors， 
supplycurveSEATC,MCandMRarethetotalaveragecost,marginalcost,and 
marginalrevenuecurvesofthcdominantfirmwhichsetsamonopolisticpriceatP 
andearnsmonopolisticprofitshownastheshadedrectangle、Whenthefringc
supplyexpands，thedominantfinnlosesprofits，earningonlyP*Ｚ*MHinthc 
right-handfigure・Thedominantfirm,smarketsharealsonaturallyerodesasthe
fringesupplyexpands． 

Figure2・DominantFirmwithGrowingCompetitiveFringe
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Nowletibethedominantfinn,jbethefringecompetitors,画bcthepnce
elasticityoftheresidualdemandwhichthedominantfirmfaCCS；SJthemarket 
shareofthedominantfirm,鴎theclasticityofdemandofthetotalmarketandB

theelasticityofsupplyofthefringecompetitors,Then,thedemandelasticityofthe 
dominantfirmcanbewrittenasfOllowed． 

＋
 

鴎一ＳＥ
 ｌ－ＳｌＢ 

Ｓ， 

Giventhisnotation，themarketpowerofthedominantfinｎｉｓｄｅｆｉｎｅｄｂｙｔｈｅ 
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Lemcrindex，ｗｈｉｃｈｉｓｔｈｅｉｎｖｅｒｓｅｏｆｔｈｅｄｏｍｍａｎｔｆirm，sdemandelasticity・The
Lcmerindcx，orthedegreeofmonopolisticpower，ishigher，asthedifference 
betweenthepriceandmarginalcostbecomeslarger． 

ｃ
 ｌ
Ｒ
 

Ｐ
 ｌｌ 

Ｌ
 

１
｜
巴

S， 

巴十Ｂ(１－s！）

TheLeanerindexfOrapartialmonopolymarkct，suggeststhrecmteresting 
results： 

(1)Otherconditionsbeinggiven,thehigherthcelasticityoftotaldemand,ｔｈｅ 
ｓｍａｌｌｅｒｗｉｌｌｂｅｔｈｅｍａｒｋｅｔｐｏｗｅｒｏｆｔｈｅｄｏｍｉｎａｎｔｆｉｒｍ 

(2)Otherthingsbeingunchanged,thehighcrelasticityofsupplyofthefringe 
competitors，thehigherwillbetheelasticityofthedominantfirm,ｓｄｅｍａｎｄ 
ａｎｄｔｈｅｓｍａｌｌｅｒｗｉｌｌｂｅｔｈｅｍarketpowerofthedominantfirm 

(3)Thegreaterthemarketshareofthedominantfirm(S）,thehighcrwiUbethe 
marketpowerofdominantfirm 
ThelastpropositionwouldseemtoimplythatNTT,withalargeS`wouldhave 

considerablemarketpower・HoweverevenifS,iskeptatahighlevel,alargevalue
fOrthefrigegroup,selasticityofsupplyWillraisethedcmandelasticityofthc 
dominantfinnandreduceitsmarketpowcr・Thisconclusionhasagreatimplication
fOrthetelecommunicationsindustry、ＷｈｉｌｅｉｔｉｓｄｉｆｆｉｃｕｌｔｆＯｒｔｈｅｎｅｗｃｏｍmon
carnerswhichhavesofarenteredthemarkettotakelargemarketshare，the 

growthrateoftheirsupplyimpUesahighresponsivenesstopotentialprofitsThis 
suggeststhattheelasticityoftheirsupplyislarge・Thislcadstoahigherdemand
elasticityandasmallermarketpowerfOrthedominantcarrier，eventhoughthe 
dominantcarricrhasalargemarketshare,Growthofthefringegroup，ssupplywill 
fOrcethcpricesetbythedominantcarrierclosertoitsmarginalcost(Ｃ).Figure2 
showsthatthemonopolyprofitofthcshadedareadecreases,withanincrcascin 
thefringecompetitors,supply 

TherearetworeasonswhichreinfOrcetheimplicationsoftheabovcdiscussion 
fOrJapaneseteleCommunications・First,thedominantcamrier,NTrisrequiredto
providc“universaｌservice，,．ＩｎｐｒａｃｔｉｃｅｔｈｉｓｈａｓｍｅａｎｔｔｈａｔＮＴｒｍｕｓｔcross-
subsidizedeficitservices，suchaslocaltelephoneservices、Ｔｈｉｓobligationofthe
dominantfirmfOrｃｃｓＮＴＴｔｏｒｅａｃｔｔｏｉｔｓｃｏｍｐｅｔｉｔｏｒｓｉnaverysluggishfashion 
Further，ｔｈｅsluggishnessofthcdominantfirm,sreactionencouragesthefringe 
competitorstoincreasetheirequipmentcapacity、

Second,ifthefringecompetitorsareprotectedbytheregulator,thenitwillbe 
mucheasierfOrthemtoincreasetheirsupplycapacity,Thisisacharacteristicofthe 
asymmetricregulationasitiscurrentlyproduced、1,1989,NTractuallybcganto
losemarkctpowerinthelongdistancecallmarket・Ｆｏｒexample,trafficvolumein
theexchangeofficeinthecentralbuSinessdistrictofTbkyohasactuaUydecreased， 
asshowninTable5・Thiswaspartlybecauseofthemovcmentofbigbusinessusers
frompubliclyswitchednetworkscrvicetoprivatenetworkcommunication， 
however，ｔｈｅＮＣＣ,srapidgrowthhadalsoanoticeableeffect． 
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Table５．GrowthRatesofMonthlyRevenuefDrＮＴＴ,sDialTelephoneCalLs 

（ComparedwiththepreviousYear） （％） 

4．TheCross-SubsidizationProblemoｆｔｈｅＤｏｍｉｎｚｍｔＣａⅡTier 

Ｎｏｗｌｅｔｕｓｇｏｂａｃｋｔｏｔｈｅｎｅｇａｔｉｖｅｖｉｅwpointconcerningcompetitioninlong 
distancetelecommunicationmarket・Thisviewpointstothedisadvantagｅｓｉｎｔｈｅ
ＮＣＣ,sposition，mostprominantlybecausetheNCCsmustdependuponthe 
monopolisticlocalnetworkofNTmlfNTrincreasesthepriceoflocalcalls,then 
therelativeadvantageoftheNCCswiIlbedirectlydiminished、Asaresult，in
Februaryl989,NTrwaspressuredintoreducingthepriceoflocalcaUs,Beyond 
this,theNCCsaresaidtohaveotherhandicapsintheircompetitionwithNTr,Ｆｏｒ 
example，theycannotdecideontheoptimallocationofthｅＰＯＩｓ，becausethey 
don,thavesufficientinfOrmationonNTT，snetwork，suchasthenumberof 

subscribersineachmessageareaFurther，theydon，tknowwhatswitching 
equipmentwouldbeadequatefOrlDregistration・

Asaresult，inearlyl989s，ＮＴＴｗａｓａｓｋｅｄｔｏｄｉｓｃｌｏｓｅｍｏｒｅｎｅｔｗｏrk 
infOrmation，ａｎｄｔhecostandrevenueassociatedwitheachdisitincttelecom‐ 

municationsservices(telephoneversustelegraph,privateline,mobilecommunica‐ 
tion；localvcrsustrunkcalIservice）Thisdisclosurewasmadetoencouragethe 
handicappedNCCsand/OrtodiscourageNTTfrompredatorypricingthrough 
cross-subsidizationbetweenitscompetitiveandmonopolisticbusinesses・These
proceduresaresaidtobeasafeguardfOrnon-structuralseparationrequirementof 
NTr・Thesestepsareprobablynecessarytomakecompetitionmuchmore
effectiveFurtherstepshaveincludedtherecentpublicatio､sofadditionalnetwork 
infOrmatio､，ｓｕｃｈａｓｔｈｅｔｒａｆｆｉｃｖｏｌｕｍｅｉｎｅａｃｈｄｉstancedivision，andtrafficflow 

betweendifferentprefectures、Inaddition，ｉｎＡｐｒｉｌｏｆｌ９８９，NTrdisclosedits
estimatesofrevenuesandexpcnsesbytypesoftelephoneservicesfOrthefinancial 
yearｏｆｌ９８８． 

－２６－ 
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ThefOllowingarethemajorresultsofNTTscalculations； 
(1)Residentialandbusinesstelephoneexchangeaccessserviceshowedalossof 

￥290billion,witharevenueof￥920billion(accountingfOr20percentofthe 
totaltelephoneservicerevenuesof￥4,700billion）onexpcnsesof￥1,210 
billion． 

(2）Localcallingservicesshowedalossof￥150billion,withrevenueof￥800 
billionandexpensesof￥950billion． 

(3)Tollcallingserviceproducedaprofitof￥960billion,withrevenueof￥2,180 
billion,thelargestamongtypesoftelephoneservices,andexpensesof￥1,220 
billion 

TheresultsoftheNTr，scalculationanditsmethodofcalculationweresubject 
toconsiderablediscussions・Inparticularitwassuggestedthatthelocalcalling
servicecouldbeviewedasprofitable,underanaltemativemethodofcalculation 

ltisgenerallyknownthatitisverydifficulttodistributeanyｃｏｍｍｏｎｃｏstto 
differentservicesprovidedbyonefirmlnthetclecomindustry,thereareagreat 
numberoffixed,commoncosts､Forexample,thelocalnetworkandlocalswitching 
areusednotonlyfOrlocalcalls,butalsofOrtrunkandinternationalcalls・Atthis

pointwewillexaminethequestionofdistributingcommoncostsamongtwo 
differentkindsofproducts・FirstofalLletusassumethateachproducthasitsown
constantmarginalcost，ＣＩａｎｄＣ２・Ｔｈｅｎｗｅｃａｎｗｒｉｔｅｔｈｅｔｏｔａｌｃｏｓｔｏｆｐｒoduction
fOrbothproductsas： 

ＴＣ＝Ｆ＋ＣｌＸ,＋Ｃ２Ｘ２ (1) 

Here,ＦｉｓａｆｉｘｅｄｃｏｍｍｏｎｃｏｓｔａｎｄＸｌ,X2arethelevelofeachproductionfOreach 
service，fOrexample，theleveloftrafficlfwedistributｅａｃｏｍｍｏｎｃｏｓｔｆＵｌｌｙｉｎ 
ｔｅｒｍｓｏｆｔｈｅｑuantityofeachproduct,thentheratioofthecostdistributioncould 
bewrittenasfOllows： 

Ｘｌ 

ｆｌ＝ＸＩ＋Ｘ2, 

ｓｏ，ｆ,＋ｆ＝１ 

Ｘ２ 
(2) andfh＝ 

Ｘ,＋Ｘｚ 

WecantherefOredeterminethepricｅｏｆｅａｃｈｐｒｏｄｕｃｔｂｙｉｔｓＦＤＣ（Fully 
DistributedCosts)． 

Ｐ－筈十ｃＰ－豊十・（３）

Inthiscase,ｏｆcourse,totalrevenue（TR）isequaltototalcost(TC)． 

ＴＲ＝Ｐ,Ｘ]＋P2XユーfnF＋Ｃ１Ｘ】＋fjF2＋ＯＸ｡＝ＴＣ（４）
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PricesettingintermsofFDCdistributesacommoncostsoastobalancetotalcosts 
andrevenues・

However,pricingbyFDCdoesnotsatisfytheefficiencycriteriafOrrcsource 
allocationbecausetheoptimalpricemustbeequaltothemarginalcost、Inour
case，theoptimalpriceofeachproductswoｕｌｄｂｅwrittenasfO11owed： 

(5) P2＊＝Ｃ２ P,＊＝Ｃｌ 

Then，totaIrevenueisIessthantotalcosｔｂｙｔｈｅｆｉｘｅｄｃｏｓｔ． 

ＴＲ＝Ｐ,*Ｘｌ＋Ｂ*Ｘ２ 

ＴＲ－ＴＣ＝－Ｆ (6) 

ItfOUowsfromthisthatunderstrictmarginalcostpricingthefirmcannotlecover 
itsfixedcosts，ｕｎｌｅｓｓｔｈｅｄｅｆｉｃｉｔｉｓｃｏｖｅｒｅｄｂｙａｎｅxtemalsubsidy・

Ａｆｉｒｍｗｈｉｃｈｍｕｓｔｐｒｏｄｕｃｃｔｗｏｋｉｎｄｓｏfcomplementaryproducts，without 
incurnngadeficit,mustraiseoneofbothpricesabovemarginalcosts､Ｔｈｃｐｎｃe 
whichmaximizesconsumersurplusesundertheconstraintofbalancingtotalcosts 
andrevenuesiscalledRamseypricing・TheconstraintiswrittenasfOUows：

Ｐ１Ｘ,＋Ｐ２Ｘ２＝Ｃ１Ｘ,＋Ｃ２Ｘ２＋Ｆ (7) 

ＴｈｅｃｏｎｓｕｍｅｒｓｕｍｌｕｓｉｓｗｒｉｔｔｅｎａｓｆＯllows 

腕)｡,MXi肌_OX-C…

Inordertomaximizethisconsumersurplussubjecttothebreak-evenconstraint,it 
isnecessarytointroducetheLagrangenequation(L),andsetthefirstdifferentials 
ofthisequation，withrespecttothevariables，Ｘ､，Ｘ２，入，ｔｏｚｅｒｏ．

L=仇ｊｄＸＭ筐PMC-OXl-C…
＋入(PIX,＋P2X2-CIXn-OX2-F）（８）

Ｌ-駐_ＭＭｘｉ鶚_ＡＣ=ｏ （９） ｄＸ， 
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Ｌ=畦-°十AＭｘ興鵲-入ｃ－ｏ （1o） ｄＸ２ 

器一Bx,+mc-c)c-c…=ｏ （11） 

From(9)ａｎｄ（10),wecandeducethefOllowingtwoequations． 

Ｐｌ－Ｃ， 

ｌｌａ ＋
 

(12） Ｐ！ 

Pｚ－Ｃ２ 入１
－－●－ 

１＋ﾉ１ｓ２ 
(13） 

Ｐ２ 

Here，Ｅ,，Ｅ２ａｒｅｐｎｃｅｅｌａｓｔｉｃｉｔｉｅｓｏｆｄｅｍａｎｄｆOreachoftheproduct． 
● 

－|÷器トー|そ器’
A 

Theterm丁干７「＝kiscalledtheRamseynumber・Thcratioofthedifference
betweenthcpriceandthemarginalcostofeachproductstotheprice,isequalwith 
RamseynumberdividedｂｙｔｈｅｏｗｎｐｒｉｃｅｅｌａｓｔｉｃｉｔｙｏｆｄｅｍａｎｄＡｓａｒｅｓｕｌｔ，the 
largerthepriceelasticityofdemand,thesmalleristhedifferencebetweentheprice 
andthemarginalcost（andviceversa)． 
Fromtheprice-costdifferenceequations，ｗｅｃａｎｄｅｔｅｒｍｉｎｅｔｈｅｐｒｉｃｃｓｏｆｂｏｔｈ 
Products． 

ｋ｜曰 ,±Ｃ 
ＥＺ 

P､＝ P2＝ (14） 

TherefOre,totalrevenueiswrittenasfOllowsanditmustbeequaltothetotalcost． 

TR-…ｘ－±･川含が
Ｅ、

＝Ｃ１Ｘ,＋Ｃ２Ｘ２＋Ｆ (15） 

Aboveall，ｉｎｔｈｅｃａｓｅｏｆＲａｍｓｅｙｐｒｉｃｉｎｇ，ｗｅｃａｎｄｉｓｔｒｉｂｕｔｃｔｈｅｃｏｍｍｏｎｃｏｓｔｔｏ 
bothproductsasfOllows： 

－２９－ 
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ｋ 

☆cx,＋ Ｃ２Ｘ２ （16） Ｆ＝ 
E２－ｋ 

Nowlct，sillustratebygraphhowtodistribｕｔｅｔｈｅｃｏｍｍｏｎｃｏｓｔｂｅｔｗｅｅｎｔｗｏ 
ｐｒｏｄucts，ａｓｓｕｍｉｎｇｔｈｅｄｅｍａｎｄｆＵｎｃｔｉｏｎｔｏｂｅｌinear・ＩｎＦＩＧＵＲＥ３，ｉｆｗｅｐｌｏｔ
ＲａｍｓｅｙｐｒｉｃｅＰＦ,ＰＰｏｎｅａｃｈｄｅｍａｎｄｃｕｒｖｅｓ,thenthepriceelasticityofdemandat 
eachpricePP，PfiswrittenasfOllowed． 

Ａ２Ｅ２ Ａ１Ｅ， 
(17） Ｅ２＝＝ Ｅｌ＝＝ 

Ａ２Ｄ２ ＡＩＤ， 

And,thedifferencesbetweenthepriceandthemarginalcostofeachproductａｒｅａｓ 
shownbelow． 

PIR-C，ＡＩＤ,’Ｐ２Ｒ－Ｃ２Ａ２Ｄ２' 
(18） 

ＡｌＥ１, ＡｚＥ２ P2R ＰｊＲ 

WecanalsoshowtheRamseynumber（k）ｉｎＦＩＧＵＲＥ３，asfOUows 

ＡＩＤ,' ＰＩＲ－Ｃ， 
k,＝ ゛Ｅ１＝＝

ＡＩＤＩ 

Ａ２Ｄｚ' 

Ｐ１Ｒ 

(19） 
P２Ｒ－Ｃ２ 

kz＝ 。Ｅ２＝＝

ＡＺＤｚ P2R 

Figure3． 

P２ 
Ｐ， 

ＤｓｔｌＬ ＣＯｌＴＷＴＵ IUIⅡ】ｕⅡuuBUp

ＰI＊ 

ﾄ、lｅｃｏｓｔ 

Ｘ１ ＸＩ 
0 
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BecausctheRamseypricerequircsthattheRamseynumbersofbothproductsto 
beequal，thefOllowingrelationcanbederived 

ＡｌＤｊ’Ａ２Ｄ２’ 
(20） 

ＡｌＤ，Ａ２Ｄ２ 

Asaresult,ｗｅｃａｎｓｅｔｕｐａＲａｍｓｅｙｐｒｉｃｅｉｎｅａｃｈｐｒoductlnarketsoastokeepthe 
aboverelation,ａｎｄthedistributionofanycommoncostsisdeterminedasshownin 

Figure3・
Ramseypricingis,however,secondbestprice(intermsofresourceallocation） 

anditisnotnecessarityfairprice・Ｆｏｒexample，ｉｆweassumethattwoproducts
havethesamecharacteristicinproduction，ａｎｄthatthecross-elasticityofboth 
productsinthetwomarketsarezero(perhapswehaveoneproductwhichcanbe 
soldeitherinthedomesticorintheintemationalmarket),thentheRamseypricing 
becomessimplyatypicalpricediscrimination・ＦｒｏｍｔｈｅＲａｍｓｅｙｐｒｉｃｉｎｇａｎｄＣ,＝
Ｃ２，wecanintroducethefOllowingequation 

Ｍ-筈)一Ｍ-筈）（２１）

Butfromasituationofordinarypricediscrimination，wecandeducethenext 
equation． 

Ｍ－会)-Ｍ-と）（22）

Fromthesetworelationships,(21)ａｎｄ(22),wecanseethatRamseypricingisa 
kindofpricediscrimination，andthecommoncostcontributionisdeterminedby 
thecustomer，sabilitytopay、Ｔｈａｔｉｓ，ｔｈｅlowertheelasticityofdcmandis，the
higheristhecontributiontocoｍｍｏｎｃｏｓｔｓＡｓａｒｅｓｕｌｔ,itcanbesaidthatRamsey 

pricingdoesnotnecessarilyleadtofairpricing・Let，stakeancxtremeexamplelf
oneproductfacesapurelycompetitivemarket（thatisinfiniteelasticityof 
demand)，andtheotherproductissoldinamonopolymarket,thenthetotal 
commoncostmustbeallocatedfullytothelatterproduct． 

Ｐ－ｑＰ～是+・ （23） 

ＮｅｘｔｗｅｔｅｓｔａｔｆｉｒｓｔｉｆｔｈｉｓｋｉｎｄｏｆＲamseypriceispredatoryornot，and 
secondlyifthisRamseypriceissubsidyfreeornot・Asthepriceofthefirstproduct
Plisequaltothemarginalcost,andalsototheaveragevariablecost,thenPIisnot 
apredatoryprice・Ｓｅｃｏｎｄｌｙｉｎｏｒｄｅｒｔｏｃｈｅｃｋｏｎｔｈｅｅｘｉstanceofcross

subsidization,wemustestimatetheincrementalcost(avoidablecost)andthestand 
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alonecostlnourcase,thestandalonecostofthesecondproductisF＋ＣｚＸｚ,then 
theincrementalcostthefirstproductbecomesC1X1・Andastheincrimentalcostof

ClＸｌｉｓｅｑｕａｌｔｏｒｅｖｅｎｕｅｏｆＰ１Ｘ１，therefOrethereisnosubsidyfromthesecond 
producttothefirstone・Andthefirstproduct，ｓｐｒｉｃｅＰ１ｉｎｃｏmpetitivemarketis
aboveallsubsidyfreeprice，Generallyspeaking，ｉｆｔｈｅｆｉｒｓｔｐｒｉｃｅｉｓｌｅｓｓｔｈａｎｉｔｓ 
ｉｎcrementalcostandthesecondpriceismorethanstandalonecost，thenwecan 

saytheexistenceofcrosssubsidizationbetweenthesctwoproducts・
Fromtheabovediscussion,wecanconcludethataｄｏｍｉｎａｎｔｆｉｒｍｓｕｃｈａｓＮＴｒ 

ｍａｙｔｅｎｄｔｏshiftitspricestructuretoakindofRamseypricinginordertocope 
withtheemeIgenceofacompetitivemarket，ｂｕｔｔｈｅＮＣＣｓａｎｄｓｏｍｅｔｉｍｅｓｔｈｅ 

ｇｏｖｅｒnmentmayregardthisas``unfair，,､Althoughthedominantfirmislikelytotry 
torcbalancethecosts，thatis，ｔｏｄｉｓｔributemorepartsofthecommoncosttothe 
monopolisticservicesuchaslocalnetworkservice(telephoneexchangeaccessand 
localcaUingservice),newcompetitorsandregulatorurgefOrthedominantfinnto 
distributemorecommoncosttothecompetitiveservicepncesuchaslongdistance 
callcharge，ａｎｄｌｅｓｓｃｏｍｍｏｎｃｏｓｔｔｏｔｈｅｍｏｎｏｐｏｌｉsticservicepriceinorderto 
reducetheiraccesschargetothefirm 

ThisdiscussionconcentratesonthesuppositionthatRamseypricingmaynot 
yieldanequitablepricestructureoranequitabledistributionofcommoncosts・The
fUllydistributedcost(FDC)methoddescribedearlierisoftenseenasamorefair 
pricingsystemthanRamseypricing､ＴｈｅｒｅａｒｅｈｏｗｅｖｅｒｍａｎｙｋｉｎｄｓｏｆＦＤＣ・The
onediscussedaboveusedtrafficvoIumeasadistributionmdicater，butthercare 

manyotheraltemativedistributionschemes，Somepeopleevensuggetusmgthe 
levelofrevenue，althoughthisdistributionindicateritselfdependsupontheprice 
whｉｃｈｉｓｔｏｂｅｄｅｔｃｒｍｉｎｅｄＴｈｉｓｋｉｎｄｏｆｄistributioncanveryweUbeintemally 
inconsistent・

Thereisofcoursenouniquesolutioｎｔｏｔｈｅｐｒｏｂｌｅｍｏｆｆａｉｒａｎｄｓｕｂｓｉｄｙｆree 
distributionofcommoncosts・FDCmustbeusedinfinancialdisclosurestatement

andisconductedusingaccountingconventions，However,itisnotreallysuitable 
fbrpricedeterminationwhichisnowoperatinｇｕｎderthepresentregulation・There
isacontradictionbetweenthｅｐｒｉｃｅｒｅｇｕｌａｔｉｏｎｂｙｔｈｅＦＤＣａｎｄｔｈｅprice 
determinationincompetitivemarket・Morecompetitionintelecommunications
marketwillleadtoreexaminationofpresentpricercgulationsystem 
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