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INTRODUCTION

Telecommunications can be seen in two different ways: telecommunications per
se as an independent industry and telecommunications as infrastructure. Like two
sides of a coin, the two features are quite closely interrelated with each other. As an
independent industry, it is one of the most profitable and expanding industries in
recent years as demands for the services have rapidly increased and diversified.
Telecommunications infrastructure is also considered as ‘new infrastructure’ for
regional economic development by some policymakers and commentators.' It forms
an essential driving force for social and economic change in the same way that the
industrial revolution was underpinned by the railway and later the road system.

As prompt and easy flow of goods, materials, and people has been of vital
importance for national economy and regional economic development, most of the
regional policymakers and planners have paid their attention mainly to the transpor-
tation infrastructure. Currently the prompt flow of information is becoming a critical
factor for all social and economic activities. Without proper information and its
instant transmission. regional cooperation and economic development cannot be
easily achieved. At the same time, telecommunications tends to expand the
geographical scope of economic activities beyond national borders. Telecommuni-
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cations is at the heart of the driving forces for recent regionalization and globalization
trends in the world economy. As we move step by step toward the so-called
‘information age.” the importance of telecommunications in our entire economic and
social life will increase further.

Relatively little attention, however, has been paid to telecommunications in the
areas of regional economic development and cooperation in Northeast Asia. Since the
telecommunications (i.e. flow of information) will greatly contribute to the enhance-
ment of mutual understanding among nations in the region and will trigger more
frequent flow of goods, materials, and people, it should be placed, parallel with other
infrastructural components, on the proper position in the regional cooperation scheme
in Northeast Asia.

TELECOMMUNICATIONS AND REGIONAL
ECONOMIC DEVELOPMENT

The role of telecommunications in economic development has been proven very
important.’ Hardy (1980), for examplie, using data from 45 countries for the period
1960—73, studied the relationship between GDP and the number of telephones per
capita with time-lagged offsets of one year. He found that the casual relationship
between the two indeed ran in both directions, and that the role of telecommunications
in economic development is more important in the developing countries than in the
industrialized countries.

More recently Cronin and others (1991) reaffirmed the bi-directional casual
relationship between telecommunications and economic growth through the analysis
of 31 vears of U.S. data (1958—-1988, inclusive). Not only did increases in
telecommunications investment strongly stimulate overall economic growth, but
increases in output or GNP also led to increases in investment in telecommunications.
As the economy grows, more lelecommunications facilities are needed to conduct the
increased number of economic transactions in the larger economy. Proving also
strong causality of telecommunications to economic growth in the United States, the
analvsis partially refuted Hardy's argurnent that the smallest effect of telecommuni-
cation investment on economic growth is found in the most-developed countries.

We can see more detailed effect of telecommunications on other industries from
DRI's study (1990) in the United States. According to this study, virtually every
industry has expanded the importance of telecommunications in its production
process. From 1963 through 1982 U.S. industry increased its average rate of
telecommunications consumption by 167 percent. The finance and insurance
industry and the personal services sector were reported to lead the economy in terms
of increased usage. Due to the increased production and consumption of telecommu-
nications from 1963 through 1982, the 1982 U.S. economy saved $81.3 billion (in
constant 1990 dollar terms) in labor and capital expenses, as Table 11.1 shows. In
Table 11.1, a positive number for a given industry means that telecommunications
caused the economy to consume less of that industry's labor and capital to produce
the actual level and composition of 1982 GNP. Similarly, anegative figure means that
it caused the economy to use more of that industry s labor and capital to produce GNP.
As in the case of telecommunications consumption, the effect was most prominent in
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the telecommunications-intensive service sectors. This study also shows that U.S.
industries were able to use telecommunications in place of substitutes, such as labor
and courier services, at an average rate of 1.64 to 1 in the same period. Thatis, $1.00
of telecommunications services was able to replace $1.64 of telecommunications
substitutes while maintaining the same level of output.

Pye and Lauder® (1987: 108) summarize, in more practical terms, the benefits of
investing in telecommunications in the following four categories:

Social Benefits
= Response to national emergencies and disasters and reduction of isolation in
remote areas.

* Response 10 emergency situations.
* Provision of health and education services,

Transport and Location Benefits
+ Efficiency of transport system and reduction of the need to travel.

» Increased locational flexibility for offices and factories through replacement of
travel: encouragement of organizational decentralization to remote areas.

Marketing Benefits
» Expansion of market and improved international competitiveness.

¢ Better market information.

» Efficient coordination of international activity, from export of raw materials to
booking of tourists,

* Improved access to markets and clients.

Financial Benefits
+ Direct cost reduction.

= Better financial control.
» Improved resource usage.

From a user’s perspective, a more recent report® on the use of telecommunica-
tions by firms in OECD member countries shows that firms use telecommunications
in four different ways: (a) just as utility in the production process; (b) as productive
force to organize and improve production process; (c) as interface with market to
grasp demand fluctuations, and thus to capture customers by providing a variety of
products and services; and (d) as integrating force to coordinate, unify, and speed up
operations from procurement to production and to final sales. Among them, the fourth
type of use is the one that fully utilizes the potential benefits through a network.

When econornic activities expand their scope beyond national borders to
regional and global levels, the role of telecommunications becomes all the more
important since it is the best means to overcome the distance between multiple
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economic actors far away from each other. Thus, serious concern has to be placed on
telecommunications if we really want to achieve regional economic development and
cooperation.

CASES OF TELECOMMUNICATIONS DEVELOPMENT
PLAN IN CONNECTION WITH THE REGIONAL
ECONOMIC DEVELOPMENT PROGRAM

STAR and Telematique in EC.

The STAR (Special Telecommunications Action for Regional Development) is
designed to use advanced telecommunications services to assist in the economic
development of the Less Favored Regions of the European Community.® This was
particularly important to the European integration since a real integration cannot be
achieved with those regions lagging behind.® The STAR is an outcome of a combined
effort by the experts in regional development and in telecommunications, In 1984,
the Directorate General for Regional Policy (DG XVT1) and that for Telecommunica-
tions, Information Industries, and Innovation (DG XIII) examined the ways in which
they could combine their areas of expertise to assist the LFRs. They decided to carry
out a major evaluation on the potential of using advanced telecommunications
services 10 aid regional development, with a view of establishing a programme
utilizing the most appropriate telecommunications techniques to facilitate theintegra-
tion of the LFR’s into the Community.”

Following the evaluation, such underdeveloped regions as Mezzogiorno of Italy,
15 regions in Spain, 7 regions in Portugal, 13 regions in Greece, Ireland, Corsica, and
Overseas Departments of France, and Northern Ireland of the United Kingdom were
selected as the programme areas. The funding for the STAR programme is allocated
from the European Regional Development Fund (ERDF). which contributes 767.1
million ECUs in total. This funding must be matched in the member states, to an
extent that varies only slightly depending on the activities undertaken and according
to the level of private expenditure involved. On average, the ERDF contribution
comes (o approximately 50 percent of the total expenditure. Actual implementation
has continued for five years from 1987 to 1991, largely in two categories: construc-
tion and enhancement of telecommunications infrastructure, and promotion and
demand stimulation of telecommunications use.

Although STAR funding expired in 1991, STAR’s spirit was inherited by
Telematique which was supposed to continue from 1991 to 1993. The Telematique
Programme is also financed jointly by the member states and the EC, with the total
contribution of ERDF estimated at around ECU 200 million.* Telematique's main
objective is to boost regional development by encouraging the following:

» The introduction of advanced telecommunications services into small and
medium enterprises (SMEs).
» Theintroduction of data communications services for users in the public sector.

» The improvement of access to data communications networks within the
Community.




176

The major differences of Telematique, as a second phase, from STAR might be
its emphasis on the advanced telecommunications (e.g., data communications), and
on the more powerful aid to SME on the basis of data communications.

Teleport

A teleport is quite differently defined by individuals, and many of the existing
characteristics of the teleport concept are likely to change over time.” The World
Teleport Association (WTA), however, defines a teleport as: “An access facility to
a full-scale telecommunications medium incorporating a distribution network and
telecommunications business services to serve the greater regional community, and
associated with, including, or within a comprehensive related real estate or other
economic development.” According to the WTA definition, basic elements which
constitute a teleport in the wide sense are: 1) long-distance communication media
(satellite communication, fiber optic networks, etc.); 2) local info-communication
networks (private networks, LAN, etc.); and 3) regional development project (urban
redevelopment, industrial park, science park, etc.), which is sometimes not essential
to the concept of a teleport.

Fundamentally, a teleport must have land and satellite antennas'® and various
related equipments. Especially, satellite antennas should be placed upon concrete
foundations with proper elevation and clearance, so that they can view as much
geosynchronous arc as possible. At the practical level, however, teleports usually
work as network access centers which interface with a variety of camrier media
including fiber, space segment, microwave radio, and copper. More recently,
teleports have been expected to foster regional economic development by providing
an infrastructural edge to them.

The background and course of development of teleports in Europe and Asia are
quite different from that of the United States.!" The most striking difference between
United States and non-U.S. teleportsis that most U.S. teleports are closely related with
the deregulation in the telecommunications industry resulting from the end of the
‘Bell Era,” whereas developments of teleports in Europe and Asia have often been
linked with efforts to reinforce the existing local or regional economic structure and
to foster economic growth. U.S. teleports are more directed toward bypassing
existing large-scale networks. In Europe and Asia, the major aims appear to be the
improvement of existing telecommunications infrastructure and the promotion of
advanced telecommunications applications and services in relation with a regional
economic development plan. This objective is also accepted gradually by developing
countries. Opportunities for teleports and the form they will eventually take will be
highly affected by their relationship with the existing telecommunications authorities
and monopolies in these regions.

Inthe United States, approximately one-fifth of total teleports are associated with
large-scale real estate ventures allowing them to offer shared tenant services. For
example, the Bay Area Teleport contains properties for office and R&D tenants,
whereas the Dallas Fort Worth Teleportis closely related with regional development
project in Las Colinas. The Teleport, located in Staten Island, resulted from an idea
to keep communications-intensive businesses from leaving the microwave-con-
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gested New York City area. Thus, the Staten Island site includes multi-tenant office
buildings in the high-tech business park as well as an intelligent building, called
Telehouse.

The establishment of a teleport in Europe is often a part of a regional develop-
ment project, either with an objective to retain and enhance the already strong
economic structure and position, or to reinforce the economic structure of an
economically depressed area. Examples of the first type can be found in the teleport
projects inthe Paris region: fle de France Teleport, the Amsterdam Teleport, Teleport
Rotterdam, London Docklands, and Mediapark Cologne. The latter two constitute
more of a town-development than a regional development scheme. In contrast, the
teleports of Roubaix, Metz, and Bremen are clear examples of the second type.
Roubaix and Metz have received the status of a “Zdne Télécommunication Avancée™
(ZTA), serving in this way as a regional modal point for telecommunications.
Approximately two-thirds of the European teleport projects are linked with real estate
developments within a teleport.

European teleports are established to serve certain kinds of business activities in
which a city or a region considers itself strong. Amsterdam Teleport is mostly
targeted to the trade and financial sector. London also concentrates on financial
sectors and video traffic. Paris contemplates an approach toward a wide range of
tertiary businesses. The Hague concentrates on its national and international
administrative position. Bremen, Genoa, Rotterdam, and Lisbon concentrate on
supporting harbor activities, Metz on trade, Roubaix on its strong regional distribu-
tion functions, Avignon on the agro-industry, and Cologne on the media industry.

Most of the teleports under construction in Japan are also closely related to urban
or regional development, with each teleport having specific functions. Teleports are
also planned in some developing countries in Middle and South America including
Jamaica, Mexico, and Brazil, and in the Asia—Pacific region including Korea,
Taiwan,'* Hong Kong, Thailand, Malaysia, and Indonesia. The teleport projects on
the Eastern seaboard of Thailand and Batam Island in Indonesia, whose feasibility
studies were part of the PECC mission on telecommunications, draw our special
attention. The Eastern seaboard includes several industrial estates and resort areas
alongthe Eastern Sea (Cf. Map 11.1). The Eastern Seaboard Development Programme
is a unique integrated development programme for Thailand. It is based on new
infrastructure and industrial activities that will boost the Thai economy, external
trade, and regional balanced growth in the country. For these objectives, the
development programme includes:

* The provision of the infrastructure (i.e., ports, roads, railways, water and
electricity supply. telephone and telecommunications, etc.).

» Urban planning and the establishment of industrial estates and an Export
Processing Zone.

Recently the focus of the project has been placed on the provision of telecommu-
nications facilities and the construction of a teleport around Laem Chabang and Map
Ta Phut Industrial Estates, since even if existing industrial estates already have an
airport and seaports around them, the lack of sufficient and state-of-art telecommu-
nications facilities and network is an obstacle for a firm in this area to compete
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Map 11.1 Eastern seaboard development programme in Thailand

efficiently in the global market and thus aid the area’s economic development. The
Thai teleport project is an outcome of a full understanding that telecommunications
is a Key factor in regional economic development.

Batam, an island in Riau Province, forms the southern leg of the *‘Growth
Triangle® with Singapore and Malaysia’s Johore state (Map 11.2), which have
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developed rapidly. Many firms are moving their manufacturing operations from
Singapore to Batam Island to take advantage of much lower land and labor costs.” At
the end of 1970s, a master development plan was devised for Batam Island that had
as its principal objective the orderly yet rapid development of the island as an
industrial. commercial, and tourist center in Indonesia. In the Batam development
programme, the telecommunications development plan plays an important part in the
whole development programme. It includes construction of local networks and
intemational telecommunications facilities like a teleport.




