Universal Service Fund as Aspects of eHealth Operation
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To support eHealth operation in isolated areas of Japan, we are expecting some
modification of the Japanese policy concerning about the Universal Service Fund and
Universal Service Obligation (USF, USO). In this paper the international trend of USF
was investigated and analyzed, and the tangible and intangible profits for the
telecommunication carrier when they have operated USO were investigated, and the
future possibility of telepathology with PAs (Pathologist Assistants) was estimated. The
result obtained here show that the USF of Japan should support eHealth in the future.

First, in this paper a survey was performed to access recent worldwide trends in USF
and the assistance provided for their application indicates that industrialized countries
and developing nations alike have offered or plan to offer tax-relief measures or
reimbursement for communications costs incurred by telemedicine programs, thus
finding a way to actively apply USF in rural areas. There are three main systems used
to calculate the amount of reimbursement from a USF. While many countries adopt a
service-area net-loss estimation method, Japan uses a benchmark method and provides
financial assistance only to unprofitable areas. The United States has proactively
introduced telemedicine to rural areas and isolated islands in order to minimize rapidly
rising healthcare costs and to improve the efficiency of healthcare services. In the U.S.,
the USF is used to pay back communications costs incurred through telemedicine
programs. For instance, the budget allocated from the USF for reimbursements for
telemedicine in Alaska reached US$ 30 Million in 2007. Developing countries in Africa
and Asia are operating using various forms of telemedicine on a trial basis, but a



tax-relief measure or payback of communications costs, which are a large portion of the
running costs, will need to be implemented to ensure sustainable and autonomous

operation of telemedicine.

In Japan, up until January 2007, the USF system assumed the use of the NTS
(non-traffic sensitive cost) system to obtain funds from connection fees, and this system
would receive funds from each telecommunications carrier (payer: the
telecommunications carriers). The beneficiaries would be limited to two companies,
namely NTT East and NTT West. However, the Japanese USF system was revised in
February 2007, and a fee is now collected from each telephone number (payer: the user).
The collected funds are used to cover losses in unprofitable areas (not limited to remote
areas) among 7,000 business areas in Japan. In view of worldwide trends, the author
believes that Japan should also start using the USF system to reimburse
communications costs (including costs of telemedicine) in order to achieve sustainable

and autonomous operation of public communication systems in rural areas.

The second survey is to provide a clear, easy-to-understand introduction to the basis for
calculating tangible benefits of the fulfillment of universal service obligation (USO) in
Japan after the major revision. The second is to consider, from a sociological perspective,
the intangible benefits likely to accrue to telecommunications carriers through
fulfillment of USO. Until 2007, Japan’'s USF raised funds from the NTS (non-traffic
sensitive) cost component of access charges paid by NTT East and NTT West customers.
Under the new system, all users with a telephone number will be required to pay a flat
fee (for example 6.3 Yen or 7.35 Yen) to support the benchmark method for member
phone and the service area-based net loss estimation method (SANL) for public phones,
although USF subsidies are still paid only to NTT East and NTT West. Not only does
the capacity of residents to live in peace of mind in remote areas offer tangible benefits
to NTT, | believe it also offers intangible benefits. If NTT benefits from the fulfillment of
USO, an equivalent amount of its profits should be returned to users in the form of
subsidies for medical services and educational services in remote areas.

Although Japan’s USF assesses only tangible benefits and limits their scope, it also
confers intangible benefits generated by USO. To safeguard the fundamental human
rights of those living in remote areas, it is believed that the USF should reimburse
telecommunications expenses incurred by residents in sparsely populated areas.

The third investigation was a simulation using beta distribution. If a portion of the USF



is used for telemedicine, for instance, to provide financial assistance to regional
hospitals in rural areas for remote diagnosis for frozen section, the number of hospitals
that benefit from the USF is forecast to increase fivefold, and qualitative improvement
in rural medical services is expected. Furthermore, a VPN (Virtual Private Network)
connection enables not only remote diagnosis for frozen section but also the acquisition
of second opinions based on pathological image diagnosis, radiological image diagnosis,
and others, thus contributing to the diffusion of telemedicine in rural areas.

Regrettably, the people of Japan are not being informed of such irrational aspects of the
USF, nor has the USF system ever been deliberated in the Diet. In my opinion, the USF
system should be reexamined so that a portion of it can be used for user-oriented
applications (such as telemedicine and remote education) in line with global trends,
since users are the ones who are financially supporting the USF system with their own
money. People in rural areas have a right to receive the benefits of ICT.
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