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l. Introduction
A. Overview of Growth and Stagnation of the
Japanese Economy

1960s-1970s: Rapid growth (GDP grew at 5-8%
annually) with pollution problems and
energy crisis in 70s overcome

Late 1980s: Great bubble and its collapse

1990s: Long recession, “lost 10-years™

2000s: Slow recovery but with uncertain future

huge fiscal deficits

rapid decrease In birth rate

lack of investment opportunities
unused savings, low interest rate
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l. Introduction
A. Overview of Growth and Stagnation of the
Japanese Economy

Sources of the economic and social difficulties:

Catching up is over, but old systems remain
unchanged, unadjusted

Rigid labor market (lifelong employment, limited
labor movement)

Inefficient education (schools for selection, not
for learning)

Vested interests prevail (limited chance to
newcomers)
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l. Introduction
B. Implications to I'T industries and the Internet

Growth relies on
Initiative by individuals with new ideas and
fee entry by newcomers

Importance of level playing field and fair
competition

Expected role of government:
not exercising direct control
but preparing competitive environment
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|. Introduction
C. Privatization of Communications Industries
(Telecom and Broadcasts) in Japan

Before 1950: Complete control by government

1950: Public broadcast (NHK) and commercial broadcast
stations were created

1952: Public telecom corporation (NTT) was created

1970s: Emergence of LSI and PC on digital technology

1985: NTT was privatized, commercial carriers were
admitted

1994-: Expansion of wireless carriers

Late 1990s-: Rapid growth of the Internet

2003-: Introduction of digital terrestrial TV (DTV)
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|. Introduction
D. Roles of Government in Communications

Industries

Preparing competitive environment

Supplying communications infrastructure
competitively

Universal service

Standardization

R&D of basic technologies
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|. Introduction
D. Roles of Government in Communications
Industries

Problem: Distinction between
What to regulate and
What not to regulate
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|.Introduction
E. IT, DTV, and the Internet in Japan

Source of all statistical graphs in this presentation: MIC,
Information and Communication in Japan (2005 White Paper),
June 2005.
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Communications Industry: GDP (Value Added, 1995 prices)
Bill JPY
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Commnunications Industry (Pecentage of Value Added in GDP)
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Percentage of IT Investment in Total Investment of All

Industries
%

30.0
25.0
20.0
15.0
10.0

2.0

0.0

1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003

9/20-21/2005 12




Growth of IT Investment of all Industries: Japan, Korea, US
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Mill. Telecommunications Subscribers
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Percentage of Internet Users in the Population
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Figure 3: The Layers Structure of the Services for Information Transmission
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Annual Sales of Media Contents
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V. Competition and Coordination of DTV and the Internet
C. Policies for fair competition at level-playing field (4/6)

4. Implications

Most difficulties and complexities in communications
Industry arise from that every activity must use some
Infrastructure (including space), which cannot be
supplied competitively without governmental
regulations.

<Figure 5>
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Figure 5: The Structure of IT Industries under Vertical Separation
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