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Regional divestiture, local competition and universal service
Yuichi Takashima, Cho Yong Kil

Abstract

Along with the recent development of local competition, the regional divestiture of
NTT (Nippon Telegraph and Telephone Corporation) may have a great influence on
the local telephone service market in Japan. Before the divestiture, the tariff structure
of NTT’s telephone service had been uniform all over Japan. But in the near future, it
is possible that the price of local telephone services in the eastern area and the western
area of Japan will be different. More over, the diffusion of various communication tools
such as cellular telephone, PHS, ISDN, xDSL CATYV enables the competition in access
line markets, which will cause price differentiation between central business districts
and remote areas.

Universal service obligation (USO) is a regulation, which is assigned to the dominant
carriers in order to prevent regional inequity in telephone services. However, it may
not be necessary under the existence of network externalities, and may not work under
the existence of local competition.

This thesis aims to show a method to evaluate the effectiveness and costs of USO
using computer simulation, in order to form a basis of future empirical research.

Key words universal service, telecommunications, local competition, network
externalities
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