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DDI, IDO and KDD to merge
in October 2000

DDI Corp., KDD Corp. and IDO Corp. announced that they would merge with each others on October
1, 2000, in order to compete with the giant NTT group. These three firms decided to get together
because they considered, otherwise, they will not be able to survive in the forthcoming Megacompetition
era: a number of foreign capitals are entering the Japanese market while M&As between Megacarriers
are being concluded in the U.S. and European markets. Upon the merger, the second largest
telecommunications company which will provide comprehensive telecom services from cellular, PHS,
long-distance to international services will be born. According to them, the new firm that will be
called DDI Corp. will have 3.26 trillion yen in revenues in fiscal 2000 (ending March 31, 2001) on a
consolidated basis. Upon the merger, the Japanese telecommunications market which was opened
up in 1985 will be reorganized into three big groups: the NTT Group, the Japan Telecom (JT) Group

and the DDI-IDO-KDD Group.

However, since corporate cultures
of DDI, aleading venture company,
and KDD, theformer international mo-
nopoly company, are said to be very
different, they seem to bein need need
of efforts to harmonize their cultures.
In addition, since their business prac-

PC Server Market Expanding

The PC server market has been ex-
panding rapidly. Riding on awave of an
open system, high-end serversbeing used
for fundamental systems of companies,
while being used widely for information
and data system.

Many small- to medium-sized enter-
prises (SMEs) purchase PC serverswhen
they update their systems.

According to Gartner Group Japan
K.K., aleading market research firm,
shipment of PC serversin Japan for the
first half of fiscal 1999 was 115,000
units, a 26.6% up from ayear ago.

The Gartner Group expected that the
demand for PC servers in fiscal 1999
ending March 2000 will be 230,000 units,
a 20% increase from a year ago. Al-
though the demands had been dropping
for a couple of months before the year
2000 due to concerns about the Y 2K
problems, the demands are expected to
go on the rebound from the beginning of
2000 among SOHOs in particular.

Since demands among SMEsfor serv-
ers have been expanding, leading PC

server manufacturers such as NEC
Corp., Fujitsu Ltd., Compaq and IBM
Japan are putting an emphasison lower-
end servers. On the other hand, these
firms are also planning to market high-
end products.

32,000 units of Express 5800 Series,
the main PC server product line of
NEC, were sold during the first half of
fiscal 1999, a 33% jump from a year
ago. Due to such good sales, NEC
occupied thetop market share of 27.9%
during the period. NEC istargeting a
sales of 64,000 unitsin fiscal 1999.

Fujitsu, the second largest PC server
manufacturer, also expanded its sales.
23,500 units of GP5000 Series, the
main PC server product line of Fujitsu,
were sold during the first half of fiscal
1999, a 50% rise from ayear ago. Its
market share was 18.1% for the first
half of fiscal 1999. Fujitsu initially
planned to sell 47,500 units in fiscal
1999. However, sinceits sales during
thefirst half of the year was aready up
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ticesare overlapped in some areas (both
DDI and KDD are handling both do-
mestic and international business, for
instance) they need to coordinate the
business practices and slash out some
excess labors.

According to the announcement on
December 16, 1999, the new DDI Corp.
is expecting to have 1.75 trillion yenin
revenues (the parent firm) or 3.55 tril-
lion yen in revenues (on a consolidated
basis) in fiscal 2001 ending March 31,
2002. The consolidated revenues will
be about one-third of that of the NTT
Group and to be ranked within top 10
worldwide.

The new DDI will focus on IP and
mobile technology, and will provide
services integrating mobile communi-
cations and the Internet. Their first
target will be the next-generation mo-
bile services called IMT-2000.

The surviving firmwill be DDI Corp.
Yusal Okuyama, Chairman and Presi-
dent of DDI Corp., will assume the post
of thenew DDI Corp. president. Kazuo
Inamori, the founder and the honorary
chairman of Kyocera Corp. and
Shoichiro Toyoda, the honorary chair-
man of Toyota Motor Corp. will be-
come honorary chairmen of the new
DDl Corp.

Kyocerawill have 15.8% of the stake
of the new DDI and Toyota Motor will
have 10.3% of the stake. However, due
to athird-party share allocation sched-

Venders Rush to Enter ASP Services
through Communications Is a Hurdle

By Yaeko Mitsumori

As the number of Internet users has
been expanding, software venders have
been launching application service pro-
vider (ASP) services one after another.

Some leading software venders such
as Fujitsu Business Systems Ltd. (FBS),
Just Planning Inc., Sumisho Computer
Systems Corp. (SCS) have been already
providing ASP services.

But many other venders including
Fujitsu Ltd., Hitachi, Ltd., CSK Corp.,

Intec Inc. and Toshiba Engineering
Corp. declared that they will enter the
market soon. Their targetsare not only
small- to medium-sized enterprises
(SMEs), but also large companies.
ASPisatype of servicethat service
providers provide packaged software
such as Enterprise Resource Planning
(ERP) to users with a small monthly
charges which include server mainte-
nance costs, operational costs and soft-
ware usagefees. The serviceis benefi-

cial for users because users can use a
variety of software with asmall charge
by sharing aserver with other users. On
the other hand, there are some weak-
points: they cannot customize the soft-
ware and the number of available soft-
wareisstrictly limited at the moment.
Still the new serviceiswinning popu-
larity among enterprises especially
SMEs because the initial cost for intro-
ducing ASP is much smaller compared
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uled to be conducted before the merger,
the gaps of investment rates between
these two firms are scheduled to be nar-
rowed down to 2%.

By establishing the new DDI, these
three carriers will jointly provide the
IMT-2000 service. The IMT-2000 ser-
viceisbelieved to be the most promising
mobile service. Unlikethe current PDC
based service, subscribers of the IMT-
2000 service will be able to receive the
same service at virtually every part of
the world with the same terminal at a
data transmission speed of up to 2Mbps.
Even moving pictures will be able to
send out or receive with the terminal.

New Common Carriers (NCCs) which
do not have any subscriber local loop are
considering the IMT-2000 to be one of
the most powerful strategic toolsto de-
feat the giant NTT Group.

While the contractors of NTT sub-
scriber telephones have been shrinking
to under 60 million, the number of cellu-
lar phone users has been increasing rap-
idly. Asof the end of November 1999,
the number of mobile phone users in-
cluding cellular phonesand PHS reached
53 million. Market analysts say that
mobile userswill exceed fixed lineusers
by the end of fiscal 1999.

In the telecommunications industry,
carriers have been shifting its business
focus from conventional fixed lines to
mobile services.

However, these three carriers have
been lagging in their preparation for
their 3G business compared with NTT
M obile Communications Network, Inc.
(NTT DoCoM o) and Japan Telecom Co.,
Ltd. (which ownsthe J-Phone network.)

Both NTT DoCoMo and J-Phone
Group declared that they would launch
their 3G serviceswith W-CDMA; DDI
and IDO have been jointly providing
cdmaOne services nationwide and are
developing their 3G services. But DDI-
IDO group has not decided whether they
will employ either the Direct Spread
system or the Multicarrier system. KDD
has long been studying wireless ser-
vices; however itisnotinvolved inwire-
less business at thistime.

The Ministry of Posts and Telecom-
munications (MPT) in July 1998 an-
nounced that it would grant a3G license

Continued on page 6



Cellular Phone to Decide the
Business Results of Electronic
Parts Manufacturers

Electronic parts manufacturers which are mainly producing parts
for cellular phones have been expanding their business, while
other electronics manufacturers mainly producing communica-
tions infrastructures parts have been losing revenues. Cellular
parts manufacturer-related have been expanding their business
due to a continuous expansion of cellular terminals sales, while
infrastructure-related parts manufacturers failed to expand their
business partly because both NTT and NCCs (new common
carriers) have been reducing their investments.

In addition, appreciation of yen for
the past year deteriorated revenues and
profits of export-oriented companies.
The value of the yen against the dollar
was roughly increased by 20 yen from a
year ago.

Taiyo Yuden Co., Ltd., the leading
maker of electrolytic capacitors and
ferrites, initially estimated the net profit
for thefiscal 1999 ending March 2000to
be 6.5 billion yen; however, it recently
revised its estimated net profit upwards
to 10 hillion yen. The firm explained
that this was because demands for mul-
tilayer ceramic chip capacitorsand mul-
tilayer chip coils have been expanding.

According to thefirm, itsrevenuesfor
the first half of fiscal 1999 was 68.5
billion yen, up 33.1% from a year ago
and its recurring profits for the same
period was 4.7 billion yen, up 30.5 %
from ayear ago. To meet the swell in
demands for these multilayer ceramic
chip capacitorsand multilayer chip coils,
thefirm decided to construct new facto-
riesin Malaysiaand Korea at atotal of
20 hillion yen.

Mitsugu Kawada, President of Taiyo
Y uden, said that the firm istargeting to
win 30% of the world market for the
multilayer ceramic chip capacitorswhen
these two factories are completed. Un-
der the firm’ sthree-year plan ending at
the end of March 2002, the firm istar-
geting 200 billion yen in revenues.

Kyocera Corp., an al-round ceramics
maker and the world’ slargest manufac-
turer of 1C ceramic packages, has been
expanding its revenues and profits due

to expansion in its sales of communica-
tions devi ces, semiconductors and elec-
tronics devices. According to the firm,
its revenues for the first half of fiscal
1999 was 385 hillion yen, up 7.7% from
ayear ago and its recurring profits for
thesame period was 41.1 billionyen, up
21.6% from ayear ago.

Kyocerais going to construct a new
factory in Shanghai at a price of 10
billion yen. The new factory which is
scheduled to be opened in 2000 will
produce 2 billion units of capacitorsand
200 million units of LS| packages. The
firm will aso construct anew factory in
Kagoshima Prefecture in Japan, which
will produce 1 billion units of capacitors
amonth.

In Korea, the firm established ajoint
venture with a local communications
firm last year which produces cdmaOne
celular terminas. Inthe PHS business,
Kyocerais exporting both PHS termi-
nals and cell stationsto Chinaand Tai-
wan.

Murata Manufacturing Co., Ltd., the
largest maker of ceramic capacitors, has
expanded its revenues and profitsdueto
increased demands for the multilayer
ceramic chip capacitors. According to
thefirm, itsrevenuesfor thefirst haf of
fiscal 1999 was 209 billion yen, up
11.8% from ayear ago and itsrecurring
profits for the same period was 46 bil-
lion yen, up 42.4% from ayear ago.

The firm explained that this was be-
cause demands for electronics devices
for cellular phones, digital consumer
electronics and PCs have been expand-

ing. Murata occupies 40% of theworld
market for the multilayer ceramic chip
capacitors. Inorder to meet such aswell
in demands, Muratais planning to con-
struct anew factory for these devicesin
Okayama Prefecture at 20 billion yen.
When the factory starts operating, the
firm’ sproduction for multilayer ceramic
chip capacitors will be increased by
10%.

Rohm Co., Ltd., the largest specialist
maker of custom linear ICs, has also
been expanding its business due to good
sales of electronics devices, including
custom ICsfor cellular terminals. Ac-
cording to the firm, its revenues for the
first half of fiscal 1999 was 177 billion
yen, up 0.9% from a year ago and its
recurring profits for the same period
was 61.8 billion yen, up 7.2% from a
year ago.

TDK Corp., one of thetop electronics
parts manufacturers and world' slargest
manufacturer of magnetic tapes and
ferrites, has lost revenues and profits
because data reading head (MR Head)
which used to bethe main product of the
firm, have seen itsdemand falling. Ac-
cording to the firm, its revenues for the
first half of fiscal 1999 was 329 hillion
yen, down 6.6% from ayear ago and its
recurring profits for the same period
was 34 hillion yen, down 26.6% from a
year ago. TDK is going to place an
emphasis on cellular phone business.
By investing 10 billion yen, it will
strengthen its production for the multi-
layer ceramic chip capacitors by 40%.
When the planiscompleted, the produc-
tion will beincreased to 10 billion units
per month.

Sanken Electric Co., Ltd., aleading
maker of power sources and semicon-
ductors, has lost business because de-
mandsfor batteries used in communica
tions devices such as switchesand relay
stations has been dropping dueto reduc-
tion in investment by both NTT and
NCCs.

December 1999

According to thefirm, itsrevenuesfor
the first half of fiscal 1999 was 55.9
billion yen, down 1.7% from ayear ago
and its recurring profits for the same
period was 1.4 billion yen, down 16.9%
from ayear ago.

Aimed at promoting its efficiency in
development, production and sales, the
firm is going to reorganize its semicon-
ductor division by merging divisionsfor
switching batteries and semiconductor
batteries into the original semiconduc-
tor section. In the battery business,
Sanken will put an emphasis on UPS.

Meanwhile, Kyocera announced on
December 23, 1999 that it will purchase
the cellular terminal production divi-
sion of Qualcomm. The purchase price
has not been released; but it issaid to be
1 billion dollars.

Upon the agreement, Kyocera will
launch sales of cellular terminasin the
U.S. market, gain the leadership in the
CDMA technology originally developed
by Qualcomm, and assume an advanta-
geous position in the competition for the
3G businessto belaunched in the spring
of 2001. Kyocera and Qualcomm are
scheduled to conclude the contract in
February 2000. Kyocerawill purchase
themanufacturing, design, development,
sales and marketing divisions for cellu-
lar businessof Qualcommwhichisbased
on Silicon Valley. Oncethe contract is
concluded, Kyoceralnternational, asub-
sidiary of Kyocera, will operate these
divisions.

Kyocera will place an emphasis on
cellular salesbusinessin North America
upon acquisition. Under the agreement,
Kyocerawill be provided CDMA chips
and system software for the technology
for the next five years from Qualcomm.
With the acquisition, Kyocera will al-
most double its capacity for cellular
production to 15 million units per year.

The cdmaOne cellular phone systems
based on the Qualcomm’s technology
are being used in around 40 countries
and areas around the world.

For the next-generation cellular sys-
tem, NTT DoCoMo and the J-Phone
Group have declared they would launch
their 3G services based on W-CDMA.
In contrast, the new DDI Corp., inwhich
Kyocerawill bethe largest sharehol der,
is expected to launch its 3G services
with cdma2000, based on Qualcomm’s
CDMA technology.

Industry News

NEC & Hitachi
Establish Joint Venture

DRAM Company

NEC Corp. and Hitachi, Ltd. signed
an agreement to form a joint venture
DRAM company at the end of Decem-
ber 1999 to be called “NEC-Hitachi
Memory, Inc.” (NEC-Hitachi Memory).
Operations are slated to begin from
April 2000.

With its president from NEC and ex-
ecutive vice president from Hitachi, the
company will have an initial paid-in capi-
tal of 500 million yen, that is planned to
be increased to 2 billion yen at the end
of March 2000 contributed equally by
the two partners. NEC-Hitachi Memory
will be headquartered in central Tokyo
and have a development and trial pro-
duction center located on the grounds
of NEC’s Sagamihara plant in western
Tokyo.

By April 2000, the new company will
have approximately 200 employees and
this number is expected to expand to
between 600-700 people by April 2001.

The staff will come from both NEC and
Hitachi.

The new company’s first task will be
to conduct joint development of NEC
and Hitachi's leading-edge DRAM prod-
ucts. Development will start with the
256Mb and 512Mb DRAM generations
based on 0.13-micron process technol-
ogy to be ready as product in fiscal 2001
(year ending March 31, 2002). The new
company will also develop its sales or-
ganization with the aim of integrating
sales operations at the joint venture
company by the end of 2000 under a
joint brand encompassing existing NEC
and Hitachi DRAM products as well as
those developed by the new company.

NEC and Hitachi initially agreed to
broad cooperation in their DRAM busi-
nesses and a tie-up in June 1999. The
establishment of a new DRAM joint-
venture company based on the signing
of a contract between the two compa-
nies, is expected to be implemented
quickly and form the basis for a new,
strengthened presence in the world-
wide DRAM market.

The new firm will bring together the

best technology from both NEC and
Hitachi that will not only result in more
technically advanced products, but also
in more rapid development. Through
the anticipated synergies between the
companies, more rapid introduction of
shrink versions and circuit innovations
are expected to reduce chip area size
resulting in greater product competi-
tiveness. Moreover, with joint branding,
DRAM products are also expected to
achieve greater presence in the mar-
ketplace to ensure the firm takes the
leading DRAM market share.

NEC
Receives WDM and SDH
Order for Guangdong

NEC Corp. announced that it has re-
ceived an order for a wavelength divi-
sion multiplexing (WDM) tele-
communications system and synchro-
nous digital hierarchy (SDH) fibre-optic
transmission system (FOTS) from the
Ministry of Telecommunications,
Guangdong, China.

The 2.5-Gbps 2-Fiber-Ring SDH sys-

tem will cover a total of 2,000 km of
provincial trunk network. This will be
divided into two parts -- one part will be
intra-city networks for Shaoguan and
Shanwei; the other part will cover the
southern part of Guangdong, incorpo-
rating the cities of Zhanjiang, Huizhou
and Zhaoging. For this southern route,
16 channel 2.5Gbps WDM technology
is to be employed. The WDM system,
with a total capacity of 40Gbps, will be
capable of handling approximately
500,000 telephone lines. The WDM
network will be connected to the
Guangdong - Zhanjiang WDM network
supplied by NEC last year and will form
an important backbone network in the
province.

WDM systems offer solutions for car-
riers faced with meeting the demand for
increased capacity whilst dealing with
limited fiber pair availability. It is de-
signed to work with a variety of single
mode fibre types enabling telecommu-
nications carriers to maximize the use
of their existing fiber networks.

Under China’s ninth five-year plan

Continued on Page 8
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Venture Capitalist

VCs Are Becoming More Independent and
Shifting to IT & Early Stage

Japanese venture capitalists (VCs) have been shifting their
investment target from conventional manufacturing firms to
information technology (IT) companies. This is because the
manufacturing industry which was traditionally the main
target for Japanese VCs has been badly damaged by the
prolonged recession, while the IT industry including so-called
“net industry” has been expanding.

Also partly dueto restructuring in the
Japanese society, VCs became to be
able to recollect their invested money
not only by initial public offering (1PO)
but also by M&A. They do not need to
wait until their invested firms are suc-
cessfully listed to a stock exchange
market. By selling the business to a
larger firm, they can recover their in-
vested money.

The IT industry has been developing
and changing rapidly. Inorder toinvest
into really promising venture business
and get high returns, VCs should have
much knowledge about the high tech-
nology, have capability to evaluate the
marketability of the technology, and
make a swift decision.

Most of the Japanese VCs are owned
and run by financial ingtitutions. Inline
with these financial ingtitutions’ strate-
gies, these VCs have been traditionally
avoiding investment into early-stage
firms and tend to invest into middle-
stage companies whose business has
been stabilized.

According to a survey conducted by
an economic paper, earlier thisyear, a
half of the investment money of Japa-
nese VCs was poured into companies
which were established 20 years ago or
earlier.

Reflecting Japan’ s duggish economic
status, the total investment money by
VCsinfiscal 1998 had shrunken for the
past two consecutive years and became
122 hillionyen. Thetotal capital gain of
the surveyed 157 VCs was 28 hillion
yen, a 10% drop from a year ago.

Whilethetotal investment money has
been shrinking, the investment into the
IT industry has been expanding. Al-
though many Japanese VCs are tradi-
tionally owned and run by the financial
sector, independent V Cs have been born
one after another, and they are aggres-
sively investinginto I T business. Again
according to the survey, independent
V Cs have expanded their work force by
21% from ayear ago.

Jafco Co., Ltd. is Japan’slargest VC.
Jafco has invested into atotal of 2,000
firms since it was founded in 1973 and
501 among them have been listed to a
market worldwide. Theinvestment into
Japanese firms in fiscal 1998 was 95
billionyen, significantly decreasing from
ayear ago, partly because the middle-
stage firmsfailed to achieve good busi-
ness results due to the prolonged reces-
sion, and investment into the I T industry
has been expanded. (Since most of the
IT related companies are small, their
total investment amount hasshrunk when
their investments have shifted to the IT
industry.)

Although Jafco does not take a strat-
egy to concentrate itsinvestmentson the

IT industry, itsinvestment into I T indus-
try has been “ spontaneously” expand-
ing. Infiscal 1998, the investment for
IT-related firms occupied 50% of the
total investments; and in thefirst half of
fiscal 1999, it occupied 60%. Masaaki
Tachikawa, General Manager of the
Communications Team of Jafco said he
is expecting that the percentage will go
up further in the future.

Jafco has traditionally employed
hands-off policies, but it started being
involved in the management of thefirms
invested directly by, for instance, send-
ing out a management staff to these
firms. Tachikawasaid that the VC busi-
ness has been changing and becoming
more competitive in Japan. But he be-
lievesthat Jafco can compete with other
V Cs in Japan because it has accumu-
|ated knowl edge about the Japanese mar-
ket through its long experience, and its
staff has high competency to evaluate
the companies.

Global Venture Capital Inc. isabou-
tique-type VC. Thefirmisowned and
run by only three professional people
including Hirokazu Hasegawa, Presi-
dent and CEO of the firm. Unlike con-
ventional Japanese VCs, Global Ven-
ture Capital is employing the hands-on
strategy: onein three staff of the Global
Venture Capital takes care of the in-
vested firmsfrom the beginning --search-
ing thetargeting firm -- totheend -- IPO
or M&A.

Global Venturewill send out its staff
toitsinvested firms as an management.
Hevisitsthe invested firm everyday for
the first several months, and once a
week until the firm is grown and stabi-
lized, and onceamonth until itsIPO. He
will also work out the business plan,
present the business plan to the financial
institutes, and arrange business alliance
for sales and development in coopera-
tion with the invested firm. Since the
number of staff is limited to three, the
VC will limit its invested firms up to
around 30.

Hasegawa said he does not have any
intention to expand the number of the
staff because what makes Global Ven-
ture Capital differentiating from other
VCsisthat GV itsdlf isaventure busi-
ness, run by three professionals, and
focuses on start-up firms.

Hasegawa stressed that what they are
doing is “value added” rather than a
simple “investment.” “Investors pur-
chase afirm at a cheaper price and sell
out at a higher price. But we will in-
crease the total value of the invested
firms. Only afew peoplein Japan have
skill for that,” he said.

New BusinessInvestment Co., Ltd. is
aquasi-governmental VC. It was estab-
lished in 1990 by the Industrial Struc-

ture Improvement Fund, Development
Bank of Japan and 151 private compa
nies following the Law on Temporary
Measures to Facilitate Specific New
Business.

In 1996 it gained a freehand: a new
division was established within the firm
which can pick up the invested firms by
themselves.

Since the new division was estab-
lished it has invested a total of 540
million yen into 24 venture businesses.

Although the VC isnot employing the
strategy putting an emphasison IT busi-
ness, most of theinvested firmsare IT
related. Since the VC is quite small,
only virtually five staff members are
taking care of al of theinvested 24 firms
while looking for new invested firms,
they employ the hands-off strategy and
are not involved in management of the
invested firms directly.

One of the remarkable features of the
VC is many other VCsincluding Jafco
are investing into the VC because the
VCisaneutral, quasi-governmental VC;
it isdifficult for the VC to support the
whole business of oneventure firm; and
the VC is limited its investing money
under the law.

According to Tsuyoshi Shionoya,
Deputy Director of the Investment De-
partment of New Business Investment,
theVC hasbeentraditionally introduced
their invested firms from the VC'sin-
vestors (Development Bank of Japan
and 151 private companies), but recently
it finds new invested firmsthrough many
other channels including direct contact
due to recent boom of new stock ex-
change markets such as “Mothers’ (the
Market for the High-growth and Emerg-
ing Stocks) and NASDAQ Japan.

Although each VC has its own his-
tory, mission, and strategy, al of them
seem to share the same screening policy
for selecting invested firms: they care-
fully examine the entrepreneur’s per-
sonality and management skill and mar-
ketability of the technology.

However, they see recent entrepre-
neursdifferently: Jafco’ sTachikawasaid
that unlike U.S. entrepreneurs, Japanese
entrepreneurs tend to stick to the presi-

dential post and never leavetheir presi-
dential posts. However, Global
Venture' s Hasegawa said Japanese en-
trepreneurs are changing and most of
them willingly let other managers man-
agetheir firmsif they think they will be
able to do their business in a better
environment.

All of them welcome recent expan-
sion of the number of stock exchange
markets.

TetsuhisaOda, Japan Asialnvestment
Co., Ltd., aVC focusing on the Asian
market, said that the recent openness of
new stock exchange marketsis advanta-
geousfor VCs.

“When the requirements for listing
are relaxed, invested firms are encour-
aged to do PO and the terms until PO
will be shortened. Then VC will invest
for early-stage firm or even start-up
business,” hesaid. However, many pre-
dict that “Mothers,” the new stock ex-
change market of the Tokyo Stock Ex-
change (TSE), will be put under the
TSE's second class rather than recog-
nized as a specialized market for IT.
Hiroyasu Shirahashi, Head of Planning,
Listing Policy Group of TSE said that
the TSE would liketo makethe Mothers
as a specialized market for IT that is
equivalent to NASDAQ inthe U.S.

In arecent development, more inde-
pendent VCs are born and aggressively
investing into I'T business. They tendto
employ the hands-on policy and are
involved in their invested business di-
rectly, set the period until 1PO shorter
and consider not only IPO but alsoM&A
as away to recover their money.

As Jafco’'s Tachikawa mentioned,
Japanese VCs are being required to
change their strategy since the environ-
ment surrounding the Japanese VCs has
been rapidly changing.

Nobuyuki Hata, Professor of
Kokugakuin University, said VCs are
entering ahighly competitiveera. Only
V Cs which have profound knowledge
in the Japanese market, can expand the
company values and can make a deci-
sion swiftly may be ableto surviveinthe
future.
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Deregulation: A Continuing Process

An interview with Mr. Peter E. Vivian, Executive Director, Telecommunications,

Canadian Radio-television and Telecommunications Commission (CRTC)

In 1992, Canada launched its deregulation effort in telecommunications. Since then the
government has successively opened up, its leased circuits, long-distance services and the
international market. Even local market has been opened up and competition has got
starting in access lines business. Especially in the international market, the Canadian
government regulates neither tariffs, terms and conditions of services nor retail pricing,
and rejected the U.S. governmental benchmarking international access charges require-
ment. Although Canada has huge remote areas unlike Japan, it is successfully providing
both conventional telephony and data communications services to virtually everybody,
even in remote areas, by employing its subsidiary system. At the moment, the government
is promoting a couple of nationwide programs to increase the data communications
speed to let citizens use the Internet services at a sufficient speed such as more than 54
kbps. TT interviewed Mr. Peter E. Vivian, Executive Director of Telecommunications with
Canadian Radio-television and Telecommunications Commission (CRTC) who visited
Japan to attend an international symposium organized by Keidanren and asked about
Canadian deregulation policies and his impression on Japanese efforts at deregulation.

TT: | understand that Canada has been pro-
moting deregulation on telecommunications.
Would you kindly explain how have you
opened up your market?

Vivian: First, dedicated |eased lines were deregul ated
inthelate 1980s. Then the long distance was deregu-
lated in 1992. And in 1997 we introduced local
competition. Legal hurdles were cleared in 1997 but
only recently companies have started organized. So
now we have new entrance. Thereare probably 5-7 up
running business with sizable market share in local
competition. We (also) deregulated the international
services. In Canada, Teleglobe had a monopoly for
international telecommunications. Due to a conces-
sion that Canada made under the WTO, Teleglobe's
monopoly was removed, and basically we have de-
regulated and freed up market access at an interna-
tional level now. The commission is a very right-
handed regulatory regime for international carriers.
The only thing international carriers haveto doisto
register with the commission and to provide yearly
traffic statistics. Therewill bearegulatory fee but they
will be modest, just a few hundred dollars. At the
present time there are 100-120 international carriers
registered with the commission.

TT: Canada rejected introduction of the
benchmarking accounting rates that the U.S.
government had urged. What is the reason
and how do you deal with the issue?

Vivian: We have rejected the U.S. request to impose
an international accounting rate -- benchmarking ac-
counting rates. The United States was angry at usfor
doing that. The United States hasimposed through the
FCC benchmarks, primarily for second and third world
countries where countries use calls originating with
North Americato the third world countries asaway of
generating hard currencies. It very much adversely
affectsthe balance of payment. Sothe United Statesis
quite tough and said they will start imposing
benchmarking oninternational accounting rates. While
they had no problem in Canada because our bordersare
very open, they wanted Canadato support to establish-
ment of the benchmarking internationally. But we
choseto say “no.” The United States was a little bit
concerned that other countries would use Canada as a
back door for entry into the United States to avoid the
international benchmark. We have seen no evidence
for that yet. That isanother reason that we want to do
at least some monitoring of the international carriers
using Canada. So we can keep our American friends

happy.

TT: Has your office been trying to be less active
in your regulatory job?

Vivian: The genera trend in Canadaisfor theregula-
tor, CRTC, to back a way, to become less and less
active in regulating tariffs, terms and conditions of
service and retail pricing for international accounting.
Because we are very convinced that market forcesand
competition are becoming sufficient to discipline the

market place. Certainly that has been in the case
domestically in Canada. Thelong-distance rates have
come down substantially because of competition. (But
regarding) local rates, the question has not yet been
answered, because local competition in Canadais just
now starting to take hold. I think price reduction there
will beless dramatic because in Canadalocal services
areprovided at lessthan the cost. Astheregulator we
have been trying to raise local servicerates. What we
call “rate rebalancing.” So there will be some reduc-
tion asaresult of competitionin local services. But |
don’'t think the reduction will be as dramatic as what
happened on the long-distance side.

TT: 1 understand that there are still restrictions
on foreign ownership of the telecommunica-
tions business.

Vivian: There is alimit of 25% for direct foreign
ownership but if you organize yourself correctly that
amount can be raised to 46% for foreign ownership. It
isastatutory requirement. The commission is bound
by what the statute says. My guess is that in the
fullness of time under the WTO, those foreign owner-
ship restraints will be relaxed. However, given the
outcome in Seattle with the WTO, | don’t think it is
happening in a short term. There may be some relax-
ation of those foreign ownership rules on a bilateral
basi s between the United Statesand Canada. | think in
the fullness of time, may be in five years, when the
WTO next getsits act together that (issue) may be on
the table.

TT: Internet user has been increasing rapidly.
Some governments are considering regulat-
ing the content that flow over the Internet.
What is your organization’s position over the
issue?

Vivian: We held anational hearing about ayear ago,

to try to define whether or not the regulatorship

played any rolein regulating the Internet. At theend

of day, we said “no,” thereisno rolefor the Canadian

regulator to look at regulating the Internet either in

term of pricing or in terms of content. At the public

consultation we had the most of aggressive views to

the contrary -- that is, the views favored intervention

by the regulator dealt on content side, pornography

and violence, and on security and privacy those sorts
of social issues as opposed to the pricing of Internet

services or controlling network operations or any-

thing like. And again, the commission came to the

conclusion that there were other legal vehicles and

other legal remediesalready available under our crimi-

nal code and civil litigation to cover off those matters.

So basically what the commission has doneis hands
off on the Internet compl etely.

TT: What do you think about deregulation
effort by the Japanese government?

Vivian: | will say two things: one positive and one
negative. At arecent meeting on deregulation at
Keidanren, | was overwhelmed by the consensus that

seemed to take place there both among Japanese par-
ticipants and foreign participants. So that the policy
issues came up and problems we discussed seem to be
very uniformin New Zealand, Australiaand the United
States. At the end of the day there was a summary put
together, and everybody agreed as to what the major
problems were, and how they were being dealt with.
So | found that very positive.

TT: What is the negative side?

Vivian: My senseisthat thingsmovevery sowly here.
That there are entrenched rights in the hands of the
monopolist as there were in Canada. It takes along
time to overcome that. Further, deregulation is not
very sexy topic for the average person on the street. If
you stop someone outside this building and asked:
“What do you think about the deregulation of telecom-
munications?’ the reply would be: “Is that going to
cost memoney?’ It doesnot have ahigh public profile
inany country. | suspect that the sameistrue herein
Japan. In fact one of the things came out at the
symposium isthe requirement for mounting of educa-
tional effort asto what the benefitsto consumerswould
be through greater deregulation. Consumers not only
inthe sense of individual consumers but also business
consumers. Because with increased competition in
telecommunications, rates paid by business will go
down. Sotheinput cost of the economy will decrease.
I look at some of the sample costs for telecommunica-
tionsin Japan. Compared to not only Canada but also
the rest of the world, telecommunications costs here
arevery high. Yet Japan isaworld leader in technol-
ogy, there seems to be a disconnect there between the
two knowledge base, the networking and the network
software that has been developed in Japan. Y ouwould
think that would be reflected in lowered costs.

TT: What do you want the Japanese govern-
ment to do?

Vivian: My senseisthat thereis growing public and
business support in Japan for deregulation. | am
meeting with MPT this afternoon. | hope to get some
better understanding as to where the ministry itself is
going. Because of the nature of the industry and the
structure here in Japan | think progress toward the
deregulation will be slow asit wasin Canada. We
started in 1992 so it has been seven years. It has been
even longer in the United States. Deregulation is not
a onetime event. It’s a continuing process. And
accomplished and continues basisincrement by incre-
ment.

Technical Information

Disclosure

Tokyo Telecommunication Network
Co., Inc. (TTNet)

TTNet has disclosed interface specifications for
its “Type 2 Multichannel Video Transmission Ser-
vice (tentative name),” scheduled for launch in
fiscal 2000. The service will enable users to
simultaneously transmit/receive multiple video
signals, such as of NTSC and DVB-ASI. This
document describes technical requirements for
four different user network interfaces.

For further information, contact:

Tokyo Telecommunication Network Co., Inc.
Administration Group, Technical Engineering
Dept.

Shibaura Square Bldg., 9-25, Shibaura 4-chome,
Minato City, Tokyo, 108-8525, Japan
Tel:+81-3-4555-3111

Fax: +81-3-4555-4881
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Qualcomm

Five Japanese Firms Using
CDMA Technologies

C. Pomeroy, Asia Broadcasting

Quacomm Inc., looking to build itself into aformi-
dable presence in the cellular phone business around
theworld, has picked up somenew alliesin Asia. The
Cdlifornia technology venture firm, which wants to
succeed where Motorolafailed by trying to provideits
satellite-based Global star service worldwide, can thus
expect some support for this endeavor as well by
keeping in good stead with the new partners.

The five Japanese firms of Hitachi, Ltd., Toshiba
Corp., Sanyo Electric Co., Ltd., Casio Computer Co.,
Ltd. and Sony Corp. have adopted San Diego-based
Qualcomm’ s code division multiple access (CDMA)

technologies for high-speed packet communications.
This system will be based upon the Qualcomm
MSM 3000 chipset and system software solution.

The Qualcomm CDMA digital wireless technology
will enable data communications at a speed of 64 kbps.
The agreement will alow the five Japanese manufac-
turersto lead the industry asto use of the chipset and
system software solution for development of their
handsets.

Thisisthefirst case of a solution being adopted in
mass production quantitiesto support the 1 S-95B mobile
protocol revision four, which allows for the mobile
delivery of high-speed wireless Internet access. It also
offersfull interoperability specification for infrastruc-
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ture requirements as well as complete training and
technical support to ensure manufacturers of prompt
addition of high-speed packet datawithout the need for
new or additional hardware. Furthermore, thereisa
new chipset and system software being readied,
MSM 3100, that reduces the printed circuit board area
by half while doubling the standby time.

Qualcomm will also makeitstechnologies available
to Fujitsu Ltd. and to makers such as Denso Corp. and
Alps Electric Co., Ltd. in Japan. In addition, other
Asian firmslike Acer Peripheras, Inc., LG Informa-
tion and Communications, Ltd. and Hyundai Electron-
ics Industries Co., Ltd. have accessto the U.S. tech-
nologies.

For voice service, cellular phones used by DDI
Corp. and IDO Corp. are using the cdmaOne system.
Hitachi in particular hopes to make full use of its
Qualcomm connection to establish a 2.4 Mbps maxi-
mum speed digital datacommunications service among
the many cdmaOne users. Asof June 1999, such users
were estimated to number about 350 million world-
wide.

Carrier

NTT Communications Corp.
Korea Telecom
NTT Com, Korea Telecom Reach Basic

Agreement on Tie-up
NTT Communications Corp. (NTT Com) and Korea

Telecom (KT), South Korea's largest telecommunica-
tions carrier, announced that they have reached basic
agreements and entered into a Memorandum of Un-
derstanding (MoU) regarding comprehensive busi-
ness cooperation. The two firms will join hands in the
area of global services for corporate users as well as
in the area of rapidly growing Internet protocol (IP)
service in Japan and South Korea. The agreement
has been reached amid rapid change in the global
telecommunications market.

Under the terms of their agreement, both partners
will:

1) Cooperate on sales, operation and management of
global managed services for multinational custom-
ers in Japan and South Korea. For this purpose, KT
and NTT Com will develop specific scheme of
partnership to provide Arcstar Global Services in
Korean market.

2) Jointly handle Internet traffic between Japan and
South Korea, which is expected to grow dramati-
cally.

3) Operate an Internet backbone network connecting
to the U.S.

4) Construct a joint portal service, and another portal
that enables translation between both the Japa-
nese and Korean languages, as well as develop
related applications of the portal.

5) Cooperate on R&D for commercialization.

According to this MoU, the two companies will
immediately start the joint provision of Arcstar Man-
aged Frame Relay and Managed Bandwidth Services
for corporate users in order to deal with the growing
demand for data communications by multinational
corporations. This move is a significant step forward
that will ensure seamless communications between
both countries.

Also, South Korea'’s largest Internet access service,
Kornet, which is run by KT, and NTT Com’s Arcstar IP
Backbone were interconnected. This will change the
flow of Internet traffic between Japan and South
Korea, which had been flowing mainly via the U.S.,
thereby increasing customer convenience.

South Korea'’s fast-growing IP market makes it a
significant player in the Asian telecommunications
industry. Communications between Japan and South
Korea is expanding rapidly as well, especially via the
Internet. In this sense, the NTT Com-KT alliance has
significant meaning for both companies’ future strate-
gies. The agreement gives each firm a solid partner
in South Korea and Japan, both significant markets in
Asia.

NTT East/NTT West
Application to MPT for Revision of

Interconnection Charges

Nippon Telegraph and Telephone East Corp. (NTT
East) and Nippon Telegraph and Telephone West
Corp. (NTT West) applied to the Minister of Posts and
Telecommunications for authorization to revise their
Articles of Agreements Concerning Interconnection to
Designated Telecommunications Facilities, including
interconnection charges for fiscal 1999 (from April 1,
1999 to March 31, 2000).
1. Summary

The proposed revisions reflect the results of inter-
connection accounting based on unbundled functions

introduced in fiscal 1998.

In addition, interconnecting charges for connection
leased circuits were computed on the basis of the cost
of leased circuits as identified by interconnection
accounting.

2. Timing of Revision

Charges will be immediately revised upon approval
of the Minister of Posts and Telecommunications, and
the revised Articles of Agreements shall be used in
entering into agreements with other telecom carriers.

The revised charges shall be implemented retroac-
tively as follows. Charges for telephone and ISDN
shall be implemented retroactively from April 1, 1999.
Charges for leased circuits shall be implemented
retroactively from the date on which counterparties
have made the switch to end-to-end charging.

3. Related Matters

With the application, NTT East and NTT West shall
take steps to satisfy the requests which are described
in the attached materials and the recommendations
contained in the “Report of the Study Group on Inter-
connection Charge Calculation” released last sum-
mer. NTT East and NTT West have reported to the
Minister of Posts and Telecommunications regarding
the result of these steps.

Application to MPT for Revision of
Articles of Agreements Concerning
Interconnection to Designated Telecom-
munications Facilities Regarding Provi-
sion of Local-Switch Function Menu

NTT East and NTT West, following the announce-
ment in July 1997 regarding the opening up of local-
switch functions (advanced service connection), have
announced their policies concerning the local-switch
function menu and have been taking the required
preparatory measures.

The development of these functions will soon be
completed and, since they can be provided to other
carriers from January 2000, NTT East/West have
applied to the Minister of Posts and Telecommunica-
tions for authorization to revise the Articles of Agree-
ment, concerning Interconnection to Designated Tele-
communications Facilities.

1. Summary of Local-Switch Function Menu

NTT East/West will offer 41 types of functions in its
local-switch function menu so that other carriers can
freely combine functions selected from the function
menu by controlling it from their service control point
(SCP) via the signaling network, enabling them to
provide customers with advanced services such as
toll-free services and VPN.

2. Development of the Function Menu

In the past, in order for other carriers to offer new
advanced services which require network modifica-
tion in NTT East/West’s local-switch software, it was
necessary to make changes in the network for each
service in accordance with their individual require-
ments. As a result, the introduction of new services
was time-consuming.

This introduction of the local-switch function menu
will allow NTT East/West and other carriers to levelly
utilize the functions of the NTT East/West's local
switches. Since this measure guarantees fairness in
service competition conditions and allows other carri-
ers to offer services without making network modifica-
tions, it will contribute to fairer competition. Greater
competition in advanced services will benefit users by
stimulating the development of a wide range of ser-
vices and so forth.

3. Timing of Implementation

This system shall be immediately implemented upon

approval of the Minister of Posts and Telecommunica-

tions.

NTT Communications Corp.

IBM Corp.

Tivoli Systems Inc.

NTT Communications, IBM Corp. and
Tivoli Systems Reach Basic Agreement in

E-Business Outsourcing

NTT Communications Corp. (NTT Com), IBM Corp.,
and U.S.-based Tivoli Systems Inc. announced that
they have agreed to form a partnership in NTT Com’s
E-Business Outsourcing. NTT Com will commence
services from April 2000.

Specifically, the service will provide clients with
consulting, design, and implementation of managed
computer networks and IT solutions, as well as provid-
ing a highly resilient outsourcing service for corporate
intranet, extranet and Internet servers.

As the Internet is now establishing a new social and
economic base worldwide, the unification of informa-
tion networks and IT-related solutions will bring about
new opportunities and create new businesses that
cross traditional industrial boundaries.

Under this agreement, IBM will provide its scalable
server operating technology with its e-business solu-
tions, and related professional services. Tivoli Sys-
tems will provide enterprise management software
solutions to comprehensively manage multiple ven-
dors and cross platforms.

With this service and the OCN Aptiva Pack, NTT
Com aims to provide a new business platform to a
wide range of customers that will include individuals
as well as corporations.

NTTPC Communications, Inc.
Start of Release of “Super High Speed
Optical NW Solution”

NTTPC Communications, Inc. (referred to as
NTTPC, Representative Director: Akira Nakatsugawa,
Head Office: Miniato-City, Tokyo) starts from Decem-
ber 6 release of “super high speed optical NW solu-
tion,” a network integration service for the next-gen-
eration carrier that achieves a large capacity and cost
reduction of a backbone network for a carrier.

NTTPC has provided consistent system integration
services from design to implementation/maintenance/
operation for a high-speed network combining ATM
and frame relay products for academic organizations
and companies.

This time NTTPC offers “super high speed optical
NW solution” that covers end/end with a superhigh-
speed optical network using the WDM technology as
the nucleus for the next-generation carrier that fo-
cuses on the data communications, which will become
the mainstream in the future.

[Outline of the solution]

The core product of the network that is provided by
this solution is a large capacity communications sys-
tem for communications operators called WDM.
NTTPC concluded an agency contract with CIENA
Corp., which is a venture company that commercial-
ized the WDM device for the first time in the world, and
distributes the WDM device.

By connecting a superhigh-speed IP router and
ATM core switch such as M40 of the Juniper Networks
in the U.S. and Cisco12000 of the Cisco Systems in
the U.S. using the WDM device as the nucleus of the
network, NTTPC covers with an optical network not
only a backbone network for a carrier but also edge
applications. This enables efficient storage of existing
LAN/WAN in a large capacity network.
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Merger:
Continued from Page 1

to three carriers (or three groups) dueto
limited available spectrum. NTT
DoCoMo and the J-Phone Group are
providing nationwide services (with sec-
ond-generation technology), and aresaid
to have secured each slot for the 3G
business.

In order to get the remaining one slot,
these three firms need to demonstrate a
clear business concept for their 3G busi-
ness early next fiscal year (FY 2000).

The new DDI till has many issuesto
be cleared. First, it should reduce its

workforce. Thesethreefirmswill have
atota of 9,700 employees. Revenues
per employee of the new DDI will be
smaller than that of NTT Communica-
tions Corp. In order to cope with the
NTT Group, the new DDI need to im-
prove its efficiency or per capita rev-
enues.

The new firm may need to tie-up with
foreign capitals to survive in the very
competitive data communications mar-
ket. Itissaidthat mgjor foreign carriers
such as Deutsche Telekom and France
Telecom have expressed their interests
in tie-up with the new firm.

What urged these three firms to de-
cide the merger is changesin the struc-
ture of the telecommunications market.
Since the mid-1990s Japanese telecom-
munications market has changed drasti-
cally. First, the Internet has taken off.
Instead of conventional telecommuni-
cations carriers, new |P-based carriers
are expanding or going to expand their
business. Even conventional carriers
have no choice but shifting their focusto
the Internet. Some started constructing
| P-based networks instead of conven-
tional switch-based networks.

Alsodemandsfor telecommunications

December 1999

have shifted from conventional fixed
line services to mobile network ser-
vices. Since cellular phone terminals
started selling out to the customersin
1994, cellular users have expanded rap-
idly.

To produce good business achieve-
ment, telecom business managers need
a swift decision making structure. To
get the new firm to make a decision
swiftly, these three firms chose the
merger rather than tie-up or business
aliance. How swiftly the new firm can
make a decision under the leadership of
President Okuyama seemsto decide the
fate of thenew DDI.. . . . . .

Details of Merger between DDI, KDD and IDO

by each company. The ratio in the case of IDO was determined based on the

On December 16, DDI Corp. (DDI), KDD Corp. (KDD) and IDO Corp. (IDO)
announced they have agreed as follows on the basic details for signing an

agreement to merge on October 1, 2000.

Details of Merger

1. Purpose of merger

With the Japanese telecommunications market growing increasingly competi-
tive and globalized as a result of deregulation and technological developments,
DDI, KDD and IDO have been vigorously negotiating to build a secure

position for themselves as a core telecommunications provider, and as

results of calculations by a third-party agency, and finalized by agreement among

the parties to the merger.

iii) Number of new shares issued through merger
Par value ordinary shares: 1,345,260.60 (par value per share: 5,000 yen)
(Calculated on the basis of the capital stock of KDD and IDO as of December 15,

1999.)

4) Money delivered due to merger: Pending

3. Outline of parties to merger

a result have reached agreement as equals on the following basic
points:

1) Becoming a comprehensive telecommunications carrier capable of
offering seamless mobile, domestic and international telecom ser-
vices will realize synergies enabling DDI, KDD and IDO to provide
services more effectively and efficiently and thereby compete more
effectively against the NTT group.

2) By enhancing their capital base, DDI, KDD and IDO will be able to
accelerate moves to expand the scope of their businesses.

3) Through improving operating efficiency and competitiveness and
expanding their scope of business, DDI, KDD and IDO will be able

4
®)
(6)

7
(®
9
(10)
(11)

Representative
Capital

Capital stock

(par value)
Shareholders’ equity
Total assets
Accounting period
Employees

Main shareholders
and shareholdings

Yusai Okuyama

72,634 million yen
2,274,442 shares

(5,000 yen)

318,281 million yen
810,895 million yen
March 31

2,990

Kyocera Corp.: 25.16%
The Sumitomo Trust &

(1) Trade name DDI Corp. KDD Corp. IDO Corp.
2) | Line of business Type | carrier Type | carrier Type | carrier
3) Incorporation June 1, 1984 March 24, 1953 March 9, 1987

Tadashi Nishimoto

40,502 million yen
76,224,823 shares

(500 yen)

371,258 million yen
924,733 million yen

March 31

5,792
Ministry of Posts Telecom-
munications Mutual Aid As-

Satoshi Nakagawa
68,740 million yen
1,374,804 shares
(50,000 yen)

19,865 million yen
457,995 million yen
March 31

979

Toyota Motor Corp.:
62.84%

to offer world-beating services and aggressively expand marketing
operations to capture the support of a wide customer base ranging
from individuals to mega-companies both in Japan and abroad.
4) By concentrating management resources on one merged company
and harmonizing the business objectives of personnel at all three
firms in line with a unified business strategy, DDI, KDD and IDO aim

Banking Co., Ltd.: 4.44%
IBJ Trust and Banking
Co., Ltd.: 4.16%

The Chase Manhattan
Bank, N.A., London:
3.33%

sociation: 9.26%

Toyota Motor Corp.: 8.42%
Nippon Telegraph and Tele-
phone Corp.: .42%

Nippon Life Insurance Co.:
4.86%

Tokyo Electric Power
Co., Ltd.: 11.78%
Chubu Electric Power
Co., Ltd.: 7.57%

KDD Corp.: 2.40%

to become a powerful business entity with the strength to compete

against the dominant carriers in Japan and overseas.

In addition to becoming increasingly cutthroat, the market is also seeing a rapid
shift from voice to data communications, and from fixed to mobile communications.
Being able to offer seamless service by de-

Note: Data correct as of March 31, 1999.
Financial results over past three years

veloping both mobile and IP networks has DDI (surviving company) KDD (merged company) IDO (merged company)
thus grown to be of vital importance. Merging Accounting period FY1996 FY1997 FY1998 FY1996 FY1997 FY1998 FY1996 FY1997 FY1998
will enable DDI, KDD and IDO to respond to Sales (mil. yen) 557,839 535,882 605,510 322,458 316,413 313,160 267,440 338,825 410,710
this changing environment, allowing them to | ©rdinary profit (mil. yen) | 67,756 39,503 33,648 20,807 16,761 9,425 -5,889 -38,553 26,938
pool their accumulated know-how, develop Net income (mil. yen) 37,783 23,740 16,867 10,165 8,451 7,269 -5,919 -38,583 7,509
and expand an integrated backbone and Net income per share 17,376.07 10,876.41 7,416.01 158.16 131.50 106.50 | -12,918.15 -81,949.68 5,461.93
provide a seamless nationwide mobile phone (Ye_”)

service, and become a leading player in Dividend per shar(ﬂT (yen) 1,790.00 1,790.00 1,790.00 50.00 50.00 50.00 - - -
developing next-generation mobile commu- Shareholders’ equity 113,939.39 134,341.24 139,938.22 5,493.98 5,573.70 4,870.57 | 11,158.14 8,987.77 14,449.70
nications services. per share (ven)

Focusing as it will on mobile and IP network services and making more effective
use of management resources, the global comprehensive telecommunications
provider that the merger will create will greatly benefit the Japanese public and
make a genuine contribution to the development of the economy as a whole.

2. Outline of merger
1) Planned merger timetable

Signing of merger memorandum: December 16, 1999

Board meeting to approve merger agreement: Late March 2000

Signing of merger agreement: April 1, 2000

General meeting of shareholders to approve merger agreement: Late June

2000

Date of merger: October 1, 2000

Registration of merger: Early October 2000
2) Surviving company: DDI Corp.
3) Merger share ratios

i) Proportional alloca-

tion of shares
One share in DDI (par

value per share: 5,000 yen)
will be issued per [92.1]
shares in KDD (par value
per share: 500 yen). One
share in DDI (par value per
share: 5,000 yen) will be issued per 2.9 shares in IDO (par value per share: 50,000
yen).

ii) Reasons for merger ratios

The merger ratio for DDI and KDD was calculated based on the average closing

price on the TSE over the six months up to December 15, 1999 of shares issued

Company DDI (Par value per

share: 5,000 yen)

KDD (Par value per
share: 500 yen)

Merger ratio 9.21 1

Company DDI (Par value per

share: 5,000 yen)

IDO (Par value per
share: 50,0 00 yen)

Merger ratio 29 1

4. Status after merger

1) Trade name: DDI Corp.

2) Logomark: KDDI

3) Line of business: Type | carrier

4) Principal office: 8 Ichiban-cho, Chiyoda-City, Tokyo

5) Representative: Yusai Okuyama (President)

6) Capital: Pending

7) Total assets: 2.1936 trillion yen (combined total assets of each company as of
March 31, 1999)

8) Accounting period: March 31

9) Projected non-consolidated business results after merger (first two years)

i) Projected post-merger non-con-
: . FY2000 FY2001
solidated results obtained by
simply adding up figures for each sales 1,160 bnyen | 1,750 bn yen
compan Operating profit 50 bn yen 100 bn yen
. . y: Ordinary profit 40 bn yen 90 bn yen
i) Projected post-merger non-con- :
; Net income 30 bn yen 60 bn yen
solidated results for the year

ending March 2001 do not include first-half projections for KDD and IDO.
10) Post-merger consolidated sales projections (first two years)

iii) Post-merger consolidated sales fig- =700 =706,
ures obtained by simply combining pro- ' :
jections for each company. Sales | 2,690 bil. yen | 3,550 bil. yen

iv) Post-merger consolidated sales pro-
jections for the year ending March 2001 do not include first-half sales KDD
and IDO. Their inclusion would increase sales to 3,260 billion yen.
5. Allocation of new shares to third party
DDI shall allocate to and Toyota Motor Corp. shall receive new shares prior to
the merger. Specific details of the third-party share allocation shall be determined
at a later date by separate agreement.
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with the cost when they themselves de-
velop the system, keep serversand oper-
ate the system.

“From now on ASP will become a
main businessin the era of the Internet.
We will put an emphasis on the busi-
ness,” said Kaoji Nishigaki, President of
NEC Corp.

In fact, ASP-like services have been
provided for along time. For instance,
some companies have assigned an out-
side company to calculate employees
salary while some other firmsthat own
and run a shop on avirtual mall have
assigned an outside firm to construct
and operate their webpage.

As the number of Internet users has
increased and PCs and web browsers
are more commonly used, companies
now can use a variety of software at a
lower cost on a more flexible contract.

Already some businesses such as
Kitano-Kazoku, a pub chain with out-
lets nationwide, Tomen Real Estate, a
subsidiary of Tomen Corp., and many
care houses for the elderly have suc-
cessfully introduced ASP.

Venders said ASP is beneficial for
customers because by sharing servers,
customers can use avariety of software
at alower pricesand can change or cease
their services anytime.

One hurdle for ASP isthe slow com-
munications speed and high communi-
cations charges in Japan.

Shun Suzuki, Vice President of Ser-
vice Business Promotion Headquarters
of FBS said that customers carefully
examine the benefits by introducing the
ASP system comparing the necessary
costs. “Although our services are as
cheap as 35,000 yen per month, they
till need to pay comparatively expen-
sive communications charges. It might
become a hurdle for spreading out the
ASP servicesin Japan,” he said.

FBS has been providing “Web Of-

fice,” agroupware for business admin-
istration since July 1997. The Web
Officeis consisting of Bulletin Board
System, electronic virtual conference,
data library and customer controllers.
Mail services, business mailer, elec-
tronic telephone directory, documenta-
tion pool, schedulers, browser mail are
available as an option.

When they have PCsand LAN, users
need only monthly fee of 35,000 yen
(up to 50 IDs) and can receive dl of the
basic services. No customizing ser-
vices are available. The network con-
struction fee of 300,000 yen is charged
initialy.

Asof theend of 1999, 140 customers
are using the Web Office. FBSisplan-
ning to get 200 users by the end of
March 2000, and 1,000 users by the end
of March 2002. Thefirm also has been
providing WebShop, a platform for a
virtual shop, since July 1999 and Web
Marketer, a web marketing tool, since
September 1999. WebShop has been
provided for 10 firmswith 100,000 yen
initial cost plus 30,000 yen up monthly
“merchandise maintenance fee.”

Web Marketer, ajoint business with
Welcome Japan and Digital Advertis-
ing Consortium, is being provided for
30 customers. Shun Suzuki, Vice Presi-
dent of Service Business Promotion
Headquartersof FBS, said that thefirm's
ASP businessiis still tiny but the firm
believesit will grow rapidly. Although
many other firms are going to enter the
market, Suzuki said FBS has advantage
becausethefirmisaSystem Integration
firm and has alonger experiencein the
ASP business.

Just Planning Inc. has been providing
its ASP services for restaurant chains
since July 1999. Its ASP system
“Makasete-net” is being provided for
120 stores of four restaurant chainsin-
cluding Kitano-Kazoku. The Makasete-
net isatota business solution tool for
restaurant business taking care of sales
data, order data, employees working

shift data and menu data.

If they have a POS system (or an
equivalent PC system), users can re-
ceive the service at 150,000 - 500,000
yen for the head office and 19,000 yen
per restaurant. The head office and the
Just Planning’s computer center are
linked with each otherswithNTT Com’s
Open Computer Network (OCN), and
each restaurant and the computer center
are linked with each others with public
switched telephone networks.

Masanobu Mochiki, Managing Di-
rector of Just Planning Inc., said that the
Makasete-net is targeting restaurant
chains with some 50 outlets, and there
are 1,300 such chainsin the Tokyo met-
ropolitan area only. Just Planning is
targeting to provide the service to 200
restaurants by March 2000, and 500
restaurants by March 2001.

Mochiki said thefirmisgoing to make
an effort to “mature” the current system
for the moment, and then it will apply
the system for other industries rather
than the restaurant industry.

SCS has developed an ASP system
specialized for care houses for the eld-
erly known as “tokuyo.”

SCS istargeting the care houses be-
cause a new social insurance system
specialized for taking care of the elderly
is scheduled to be introduced in April
2000.

Upon the introduction of the new in-
surance, these care houses will need to
manage their facilities more systemati-
cally and send the bill for local govern-
ments for requesting the payment in
return for taking care of the elderly.

SCS developed the system called
“Hiiragi” in cooperation with EOS, an
organization established by 40 care
houses.

Asof the end of 1999, 90 care houses
around the nation ordered the “ Hiiragi”
system. Sincethe new insurance system
will belaunched in April 2000, they are
using the system on atrial basis.

With the system, these houses can
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manage their customers (the elderly)
and bed vacancy, work out a care plan,
produce the care plan and a contract to
be exchanged with their customers,
record the cares which have been pro-
vided for each customer, and produce a
bill to be submitted to a local govern-
ment. When they have PCs and LAN,
such acare house can get the services at
80,000 yen plus 30,000 yen per PC. In
average, each facility will be charged
200,000-300,000 yen per month. When
the facility is not an investor of EQOS, it
is charged 400,000 yen membership fee
separately.

The user facility and the computer
center of SCSwill be linked each other
with frame relay for keeping high secu-
rity. Tsutomu Nishiyama, General Man-
ager of the Systems Management Divi-
sion of SCS, said that by introducing
“Hiiragi” with 200,000 - 300,000 yen
per month, thesefacilitieswill beableto
largely reduce their duties especially
duties for producing a hill for the gov-
ernment. (Under the current system,
thesefacilities do not need to request the
payment for the government.) “We be-
lievethat larger 800 such facilitiesamong
4,000 care housesin Japan will receive
much benefit by introducing our sys-
tem,” he said.

SCSistargeting to provide the ser-
vices for 200 facilities by March 2000,
and 500 facilities by March 2002.

Kenichi Kumada, Director of Sys-
temsManagement Division of SCS, said
that one benefits of ASP isit will pro-
vide more choices in software solutions
for customers.

“Frequent software users may had
better purchase packaged software, but
these software tend to be revised so
often and become out of date so quickly.
On the other hand, anybody with a PC
and browser can receive ASP service at
alower charge and they can stop sub-
scribing the services anytime,” he said.

PC Server:
Continued from Page 1

by 50%, the firm is considering re-
vising its sales target figure for the
year. Fujitsu’s saleswas up because
itsindirect salesthrough dealershave
grown significantly. The sales
through dealers was up 80% from a
year ago. Other PC manufacturers
such as Compag and IBM Japan are
also beginning to emphasize the PC
server business. These firms won
market shares of 12.3% and 11.2%,
respectively, during the first half of
fiscal 1999.

Other firms such as Hitachi, Ltd.,
Mitsubishi Electric Corp. and
Toshiba Corp. are also strengthen-
ing their production lines for PC
servers. However, their strategies
and tactics differ.

NEC is placing an emphasis on
indirect sales.

Hitachi, Ltd., meanwhile, isgoing
to emphasize high-end servers and
make apresent of someof their prod-
ucts to its customers.

Taoshiba Corp. will gear up salesof
the MAGNIA PC server series. The
firm is targeting a sales of 15,000
unitsin fiscal 1999, up 50% from a
year ago.

The PC server market has been

expanding rapidly for the past sev-
era years.

Mainframe and office computers
had traditionally been used for com-
paratively large server systems; how-
ever, as PCs have been widely used
in offices, UNIX and PC servers
have replaced them. Today, UNIX
servers are more widely used; how-
ever, PC servers are being used as
well. Due to such a shift in the
demand, functionsof PC servershave
changed. Inthe past, PC serversare
mainly used for specific purposeasa
printer server or afile server. As
more PCs started being used for
server systems, these serversarere-
quired to have high reliability, avail-
ability and serviceability. PC server
manufacturers are putting an em-
phasis on these three functions.

Usage for PC servers have been
expanding. PC servers are now be-
ing used for the Internet or CTI.

Tomeet thesenew usage, PC server
manufacturers have developed their
products. One exampleisclustering
technology. Unlikeinformation and
data services that PC servers have
been mainly used for, the server sys-
tem should not go down on any occa
sion. To avoid the crash of the sys-
tem, clustering technology isavital

solution.

As part of its effort to encourage
SMEsto use more information tech-
nology, the government last year in-
troduced tax incentives for PC users.
Dueto themeasure, businesseswhich
purchase PCs and related machines
can deduct the purchasing cost from
their tax up to 1 millionyen. Inline
with the governmental policy, these
manufacturing firms are offering
lower-end PC servers at a price of
less than 1 million yen.

Regardless of such governmental
policies or measures, I T introduc-
tion of SMEs and individuals seem
to have advanced further. Aslong as
the present trend continues, the PC
server market will find demands for
its high-end products, specialized
products (machines for a specific
job), aswell as lower-end products.

Competition among venders has
become more intense since the be-
ginning of thisyear. Some manufac-
turers such as NEC have made an
effort to hold on to their market share
by offering value-added machines,
while some other manufacturers are
offering lower price productsto ex-
pand their market share. Competi-
tion is now taking place on both
ends: in prices and in functions.

Sun Microsystems in Contract with
Japanese Solutions Firm

Sun Microsystems has concluded a deal with Ac-
cess Co., Ltd., a Japanese embedded solutions com-
pany, for use of Java and its technology compatibility
kit (TCK). Thisdeal is seen enabing Access to use
Javafor NTT Mobile Communications Network, Inc.
(DoCoMo)’s iMode system, whose deployment the
Tokyo-based firm is supporting.

The contract appliesto modules, known as JV-Lite2
to be manufactured by the Japanese firm for usein
personal digital assistants (PDAS), digital television
sets (DTVs) and other IT terminals. However, asthe
NetFront browser from Accessis embedded in three
of the top four iMode cellular phones on the market,
thedeal with Sunisbeing eyed closely by the Japanese
telecommunications industry.

Inaddition, thereisaNetFront for DTV, whichisthe
abovementioned browser that can also be used as a
browser for the new broadcast satellite service starting
up later thisyear. This DTV-use browser meets the
requirements set forth by the Association of Radio
Industries and Businesses (ARIB) for the Broadcast-
ing Markup Language system to be used upon looking
at the digital data broadcast information.

Furthermore, since these modules are to be fully
compatible with Java, Sun was also given the push to
approve the embedded solutions firm as a Java-com-
patible VM vendor. According to sources, this will
further stimulate the cellular phone as well as the
network appliances market in Japan.
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Statistics

December 1999

Current Electric & Electronic Machinery Statistics
(As of June 1999)

Records of Telecom Equipment Production Sales Stock
(AS of June 1999) Export Jun. '99/ Jun. '99/ Jun. 99/
Products Unit May '99 Jun.'99 Jun.'98 May '99 Jun. '99 Jun.'98 | May '99 Jun. '99 Jun. '98
) (%) (%) (%)
Jun. '99 Compared
Production Type with Jun.  Video Tape Recorder Sets 509,928 | 662,059 816 [1108320 1,179,202 91.7| 1,257,161 | 1,351,346 | 1268
¥LMil. | Sets | “98(%)  video Disk Player Sets 4,832 4,839 404 7,137 7,942 298| 20374 18941 | 59.1
Video Camera Sets 827,755 | 1,026,778 1108 | 822,043 | 927,514 1003 476935 | 579,328 | 93.9
Telecom Equi 49,986 -10.8 Car Navigation System Sets 139,378 | 237,040 1342 | 107,829 183,857 1252 82,286 | 114,297 | 102.0
Jun. '99 Compared 13001 s Digital Audio Disk Player Sets 1,477,068 | 1,755,029 104.0 | 1,237,163 | 1,528,184 93.8| 1,756,522 | 1,988,029 | 140.9
Type with Jun. V\_/rlrle Tﬁlecommumcanons Equip. 1'805 235 -54.4
¥LMil. | Sets 98 (%) ‘ézfdl‘e’;‘:ielephones T100| 133| -mo1 Active Liquid Crystal Device 1,000 units 4,082 4,297 188.6 3,079 3713 220.7 1,261 1,028 | 1022
Telecom Equipment 281,268 12 Other Types 705 | 102 -445 Passive Liquid Crystal Device | 1,000 units 37,458 39,558 112.2 34,401 36,850 1131| 16,963 17,292 75.6
. - Telephone Application Equip. 456 | 45 -70.3 Photoelectric Converter 1,000 units 877,643 | 941,932 112.8 | 953228 |1,046,218 126.4| 368,342 361,959 86.4
Terminal Equip. 154,346 37 Key Telephone Systems 141 4 -63.6 Bipolar Semiconductor IC Mil. yen 5,856 8322 1235 5,359 5,998 1291 - - -
Wire Telecommunications Equip. 37771 226 Automatic Answering Telephone Sets 113 2 -16.4 MOS Semiconductor IC Mil. yen 134,422 | 147,235 105.6 119,540 131,852 1125
Telephones Sets 6,631 813,569 -35.6 Intercoms 133 32 ]9'4512 (logical element)
Standard Type 532 55,338 -18.7 Others . . s MOS Semiconductor IC Mil. yen 65,041 66,703 103.2 63,562 66,649 112.6
Functional Type 534| 170,221 453 Telegraph and Picture Transmission Equip. 6,249 [ 160 -40.1 (memory element)
Wireless Phone 5000| 584356 -321 Facsimile Equip. 62491 160 | -401 21842| 24711 | 1023 | 19897 | 22665 | 1089
Others 466 3,654 -59.8 gf:‘epnnters Hybrid IC Mil. yen
ers
Telephone Application Equip. 13,786 10.0 Switching Equip. 2,623 18 -11.2 General Purpose Computer Mil. yen 1(7)57)82 Zgg‘l‘ g%g
Key Telephone Systems 5833 265834 -186 Carrier Equip. 45411 30 723 Mid-range Computer Mil. yen : . g
'Small Capacity 311 10992 249 Components 28,017 0.5 Personal Computer Sets 712,767 | 994,958 124.7
Mledi#m/Largelcapacity 5,522 245,842 -18.2 Radio Communications Equip 6.205| 280 49 10768 479 573
Telephone Auxiliary Equip. 213 53,673 2.7 . 2 . . L . , . X
Interghones v Equip 3809| 373,053 30 Transmitter and Transmission/Receiving Equip. | 5473 [ 136 25 E}g‘;’:ﬁg‘fﬁ:ﬂ?ggjﬂggem Mil. yen
Others 1,131 -22.0 For Long/Medium/Short Waves 1 ggg 73 2125?, and IC measuring instruments)
Tel h & Picture Ti Equi 17354 231 Eg: gtl;:?\;g:!;/aves 2'896 51 73 Semiconductor and
elegrapl icture Transmission Equip. \ -33. ¢ g ¢ i i
Facsimile 16,324 349,286  -34.3 Receivers 821 | 144 185 Ir:gu’:l(:yaj;f:g Instrument Mil. yen 11,069 | 17,677 126.2
Si High-Speed F: il -
Hlngphe-rSpleged FpaecemmwlicsmI N 15%?2 3433?51’ éig <For Reference> Measurement Control Unit Mil. yen 11,092 14,074 80.5
Ohther Facsimiles 573 2,390 -39.8 Broadcasting Equip 123 82.0 S Machir Statisti d R h Office, MITI
B . -82. ource: Machinery Statistics and Research Office,
Others 1,030 44 Camera 14,472 | 297 | -295 Y
Mobile Terminal Equip. 116,575 4,625,917| 16.5 R'gdéo Application Equip. g,ggg 734:1" —;g .
d 114,968| 4,591,663 18.3 adars ' 2
*Automobile 64 2262 -95.8 For Navigation lelg 17 %ii Cab | e S u p p | y & Dem an d Cl assi f | ed by Ty p e
« Portable 99,398 3,888,386 17.9 Direction Finders . )
- Pager '548| " 65775  -69.9 Others ) os| 17| 66 (As of June 1999) (Unit: ton)
* MCA 108 1,671 429 Radio Remote Control Equip. 991 | 713 5.8
« Public PHS Terminal 11,338 432,710 121.1 i i
.Others 3512 200859 179 Orders Received Shipment
P atiod (508 MH2) 16071 34254 -441 Jun. 99/ Jun. 99/ Jun. 99/ Jun. 99/
Imp ort Type of Cables Jun. 99 May'99 Jun. 98 Jun. '99 May '99 Jun. '98
Network-Related Equip. 123,857 -5.8 (%) (%) (%) (%)
Wire Network-Related Equip. 101,659 -6.8 Jun. ‘99 Compared
Switching Equip. 46,987 -0.4 Type ) with Jun. Wil
Electronic Switches 33187 -39 o e | ooy OPem Wire OW) 8,598 110 1044 8417 1186 898
For Telephone Offices 25,656 -0.1 Winding Wire 15,081 99.5 100.0 16,408 112.2 98.0
For PBX 7,531 -14.8 Telecom Equipment 32,687 -19.3 i
Other Switching Equip. 13800 9.2 _ - - Cable for Machinery 5,153 107.2 97.2 5,182 109.6 95.5
Carrier Equip. 54,672 -11.7 Wire Telecommunications Equip. 29,592 -17.1 Communications Cable 3,443 120.0 83.8 2,912 739 774
Code Transmission Equip. 39,946 9,843 -6.2 Telephones 1,483 | 251 -40.0
MODEMs 4,064 12,753 -35.8 Cordless Telephones 528 75 57.2 Power Cable 25,000 128.7 104.1 23,350 110.4 99.5
Others 10,662 -18.1 Other Types Telephone Sets. 955 177 -22.8 Ci d Wil
Telephone Application Equip. 2331 54 18 overe: ire ) 14,497 1146 924 14,866 114.4 93.2
Mobile-Related Network Equip. 19,438 21,821 -13.0 Automatic Answering Telephone Sets. 32 5 -59.1 Cable for Transportation 4,579 123.4 102.8 4,620 127.2 104.0
Fixed Station Communications Equip. 11,676 4,140 -19.9 Others 2,299 49 412.2
Terrestrial 10,460 3847 2103 Telegraph and Picture Transmission Equip. 21405 141 94 Total 76,351 (85,585) 1151 (113.9) 99.3 (93.2)| 75,755 (84,548) 1111 (111.4) 95.7 (90.4)
Satellite 1,216 293 -58.4 Facsimile 2,136 122 -17.7 Aluminum Power Cable 5,269 (3,880) 110.1 (152.7) 158.8 (135.9) 4,290 (2,425) 1149 (111.5) 60.8 (50.5)
Base Stations 7,762 17,681 0.1 Teleprinter
- - Others ) 69| 18| 3607  Optical Cable 890,304 (23392 | 1364 (120.7)| 1664 (129.7)
Wire Telecommunications Parts 3,065 -28.8 Switching Equip. 8,402 17 -29.2 : ) . u N
Relays (1,000 units) 2,909 42,227 -28.5 Carrier Equip. 4,863 267 30.5 Remarks: 1) F!gures pf optical cap\e show “km Core. )
Other Components 156 -34.7 Components 10,108 -30.0 2) Figures in parenthesis represent the amount in yen.
For Wire Telecom Only 8,583 -37.4 Source: The Japanese Electric Wire and Cable Makers' Association
<For Reference> Parts for Common Use in Wired/Radio 1,525 106.9 C b | S | & D d Cl . f d b M . C . F | d
Communications Equip.
Broadcast Equip 3,038 1014 o1 - able supply eman assitie y Major Consumption Fields
Radio Application Equip. 9,927 -51.8 Radio Communications Equip. 3,095 102 -35.7 -
Radar Equip. 2,607 3900 -53.1 Transmitter and Transmission Receiving Equip.| 3023 | 95| -20.8 (AS of June 1999) (Unit: ton)
Radio Measuring Equip. 1,802 2,985 -45.0 Transmitting Equip. 204 14 74.7
Others 5,518 -53.1 Transmitting and Receiving Equip. 2,736 69| -208 i i
Telemetry/Telecontrol Equip. 2,027 372 7.2 For Aviation 71 319 Orders Received Shipment
Others 3,491 64.6 For Mobile Telephone 821 45 -31.2 ) y .y y ) f f )
For Long/Medium/Short Waves o1 3| 39 Jun. '99 Jun. 99/ Jun. 199/ Jul.'99 Jun. '99 Jun.'99/ Jun.'99/ Jul’99
Remarks: 1) Data are based on the Statistics of Actual Production by the For Ultra Short Waves 63 4| -720 Fields May '99 Jun. '98 May '99 Jun. '98
Ministry of International Trade and Industry (MITI). For Other Waves 1,844 25 -16.4 (Actual) (%) (%) (Estimated) (Actual) (%) (%) (Estimated)
2) Radio Communications excludes the citizen band transceivers Receivers 72 8 -92.8
s c and the ,amat,et;r t?lecom equipmer;tj — T ications 2,149 108.6 745 2,800 1,800 59.0 67.3 2,900
ource: Industry of Japan <For Reference>
4 P Electric Power 8,860 (3,840) | 106.8 (115.0) | 95.9(169.9)| 7,600 (2,200) | 9,363 (2,786) | 92.7 (109.9)| 94.0 (44.9)| 7,500 (2,400)
?{;’Cﬂg;a;‘a'"g Equip. 505 10| 3s Electric Machinery 18,144 (306) | 98.8 (94.2)| 94.7(152.2) | 18,100 19,661 (309) | 112.4 (121.2)| 94.9 (156.1)| 19,300
Radio Application Equip. 2,423 | 2,867 313 Automobile 6,335 123.4 1035 6,400 6,340 128.7 105.0 6,400
Radars 242 11 255 Construction/Cable Shops | 28421 (27) |120.8 (142.1)| 99.3 (84.4) | 29,900 28360  (30) | 1183 (100.0)| 99.2 (71.4)| 29,700
For Navigation . 833 218.8
Radio Remote Control Equip. 1,349 | 2,866 71 Others 6,048 (89 [1060 (92.7)| 84.2 (39.4)| 5500 (500) | 6,381 (130) | 1184 (175.7)| 91.4 (95.6)| 5,700 (500)
-, Domestic Demand Total 69,957 (4,262) | 111.1 (112.8) | 95.6(156.7) | 70,300 (2,700) | 71,905 (3,255) | 110.7 (112.5)( 95.9 (49.5)| 71,500 (2,900)
Remarks: 1) a?;fsz;eo?ifﬁg"%’;‘he Statistics of Custom Clearance by the Export 6,394 (1,007) [190.0 (100.1) | 173.1(168.4)| 5200 (500) | 3,850 (1,035) | 118.7 (122.9)| 915 (215.2)| 3,400 (1,100)
2) Raddig Cg‘mmuni_cauogs excludes the citizen band transceivers Total 76,351 (5,269) | 115.1 (110.1) | 99.3(158.8) | 75,500 (3,200) | 75,755 (4,290) | 111.1 (114.9) 95.7 (60.8)| 74,900 (4,000)
an ordless microphones.
3) There are cases in itk the total value will not equal the Core Cable Sales 32,847 (125)|123.2 (137.4) | 110.7 (87.4)| 26,400 (100) [30,174 (115) | 105.8 (234.7)| 96.7 (48.3)| 31,800 (100)

components because the figures have been rounded one
decimal place. Also, the comparative ratios are calculated in
¥1,000 units.

icati Industry

Remarks: 1) Figures of optical cable show “km Core.”
2) Figures in parenthesis represent the amount in yen.
Source: The Japanese Electric Wire and Cable Makers' Association

Source: Ct of Japan

IT Industry:

Continued from Page 2

(started 1996), the country is improving
its telecommunications infrastructure —
especially the inter-provincial backbone
network. The number of Internet users
in China is expanding dramatically (a
five-fold increase per year) and China is
moving toward the multimedia era, so
further expansion of the provincial net-
works will be required. The WDM sys-
tem presents the best solution to meet
such needs. Demand for data and mul-
timedia applications is particularly strong
in Guangdong. One example of this
growth in demand is NEC'’s Multimedia-
On-Demand system, which is to be in-
stalled in Shantou. A large-capacity
network infrastructure is essential to
support such requirements.

Toshiba

Dai Nippon Printing (DNP)
Agreed to Develop and
Manufacture Photomasks for

Semiconductors

Toshiba Corp. and Dai Nippon Print-
ing Co., Ltd. (DNP) announced an agree-
ment for an alliance in the development
and manufacture of photomasks for
semiconductors. Under its terms, the
partners will promote broad coopera-
tion that will allow Toshiba to enhance
the efficiency of its semiconductor op-
erations and support DNP in expanding
its photomask business.

Photomasks are an essential element
in the manufacture of semiconductors.
They hold microscopic images of elec-
tronic circuits on high precision quartz

plates, and transfer them to semicon-
ductor wafers as integrated-circuit pat-
terns. The agreement brings together
well-balanced partners.

DNP has achieved the production
capabilities and cost-competitiveness
required to take the leading share of the
world market for photomasks, while
Toshiba has state-of-the-art technology
that it currently reserves for in-house
use.

The agreement between the compa-
nies embraces three key points:

a) Toshiba and DNP will together es-
tablish a manufacturing company, to
which Toshiba will transfer its
photomask manufacturing opera-
tions. During the first three year of
the agreement, Toshiba will receive
all photomasks manufactured by the
new company, via DNP.

In March 2000, the partners will start
joint development of the technolo-
gies necessary to manufacture next-
generation photomasks for semicon-
ductors fabricated to the 0.13-micron
design rule and beyond.

Toshiba will license to DNP its know-
how in 0.15 micron-class
photomasks. DNP will use this to
reinforce its photomask production
capabilities and to enhance its over-
all photomask operations.

b

~

c)

Seven-Eleven Japan
Establishes Joint Venture to
Undertake Full-Scale Devel-
opment of the Electronic

Commerce Market
Seven-Eleven Japan Co., Ltd., NEC

Corp., Nomura Research Institute, Ltd.
(NRI), Sony Corp., Sony Marketing (Ja-
pan) Inc., Mitsui & Co., Ltd., Japan
Travel Bureau, Inc. (JTB) and
KINOTROPE, INC. have agreed to es-
tablish a joint venture to undertake a
full-scale development of the electronic
commerce (EC) market. The joint ven-
ture will be established in February 2000.

The new company, 7dream.com, will
be capitalized at 5 billion yen. Capital
participation will be Seven-Eleven 51%,
NEC 13%, NRI 13%, Sony 6.5%, Sony
Marketing 6.5%, Mitsui & Co. 6%, JTB
2%, and KINOTROPE 2%.

To undertake full-scale development
of the EC market, 7dream.com will offer
progressive services by bringing on-
line one of the largest Internet web sites
in Japan in June 2000, to be followed by
the placement of multimedia terminals
in Seven-Eleven stores starting in Octo-
ber 2000.

Moreover, the company will not limit
itself to the Internet and multimedia ter-
minals, but is aiming to provide new EC
services by linking Seven-Eleven’s store
network with other networks through
such services as mobile phones and
digital broadcasting, to market the mer-
chandise and services currently offered
at Seven-Eleven stores.

Start-up costs of the company (in-
cluding outlays by Seven-Eleven Ja-
pan) are expected to be around 40 bil-
lion yen.

The annual volume of EC business
handled by the company is estimated to
reach 150 billion yen in February 2002
and rise to 300 billion yen in February
2004.

Multiple Companies Agree to
Develop Advanced DRAM
Technology

Hyundai Electronics, Infineon Tech-
nologies, Intel Corp., Micron Technol-
ogy, Inc., NEC Corp. and Samsung Elec-
tronics, announced they will coopera-
tively develop a high-performance ad-
vanced DRAM technology targeted for
potential applications in 2003 and be-
yond. Developers anticipate that this
DRAM technology will be suitable for
multiple cost-effective computing plat-
forms of the future. Under the terms of
the agreement, the developers will work
together and with industry participants
to develop the architecture, electrical
and physical design, and related infra-
structure for this advanced DRAM tech-
nology. The developers will enable the
adoption of this advanced DRAM tech-
nology by providing application, design
and other information needed to de-
velop future chipsets, platforms, and
other elements.

This DRAM technology will be indus-
try developed. Interested companies
can access design information and will
be able to provide input in the develop-
ment process by entering into a
participant’s agreement during the de-
velopment process, specifications will
be provided to participants for review
and feedback. Final specifications will
be made available to all interested par-
ties. This cooperative development ef-
fort between developers and partici-
pants will help ensure that the DRAM
roadmap is consistent with micropro-
cessor and system architecture evolu-
tion in a variety of future systems.
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