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Trade and Investment:  The Key to Growth and Development 

 It is an honor to join this distinguished panel and share 

Verizon's views about a subject that is of tremendous 

importance to all of us -- the role of trade and investment in the 

global deployment of critical information and communications 

technologies.  We applaud the OECD and APEC for hosting this 

important forum.  The implications of ICT deployment for long-

term, sustainable economic development in all countries, 

whether they are industrialized or developing, are profound.  It is 

both timely and essential to examine these issues, particularly in 

light of the opportunities we face with key trade negotiations 

under way. 

 First, I would like to tell you a bit about my company, 

Verizon Communications.  Verizon is one of the world's leading 

providers of communications services. Verizon companies are 

the largest providers of wireline and wireless communications in 

the United States with 135 million access line equivalents and 

31.5 million wireless customers. Verizon's global presence 

extends to more than 35 countries in the Americas, Europe, Asia 

and the Pacific. Verizon International has 3.25 million 
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proportionate access lines and 8.5 million proportionate 

wireless subscribers.  

 Verizon and its predecessor companies -- NYNEX, Bell 

Atlantic and GTE -- have been operating in certain international 

markets, such as the Dominican Republic, for several decades.  

However, our efforts to serve markets overseas increased 

substantially in the mid-1990s, at a time when many nations 

began to liberalize their telecommunications sectors and 

undertake reforms necessary to attract foreign investment to 

build and modernize telecommunications infrastructures.  Our 

investments span the OECD member economies and APEC. 

Thus, from the standpoint of delivering essential 

communications services to customers worldwide, Verizon's 

international activities have been successful. 

On the other hand, the growth of our international ventures 

in recent years has been slowed by delays in the implementation 

of much-needed regulatory reforms, economic downturns and 

political uncertainty.  Although most of the countries we serve 

outside of the U.S. have committed to liberalizing their telecom 

sectors and adopting pro-competitive regulatory reforms -- by 
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virtue of their commitments to the World Trade Organization 

(WTO) Agreement on Basic Telecommunications Services or 

other trade agreements -- in reality, the types of reforms that are 

necessary to attract and sustain investment in this sector have 

yet to materialize.  The lack of essential reforms, which I will 

describe more specifically in a moment, creates great 

uncertainty in the market and weakens the investment climate 

considerably. 

Because it is widely recognized that the presence of a 

robust communications infrastructure is fundamental to 

sustainable economic development in all countries, the risks 

posed by delaying market liberalization and related regulatory 

reforms cannot be understated. 

We are all acutely aware that the economic downturn in the 

global telecommunications industry in the past two years has 

had dramatically negative effects.  According to a recent article 

in Communications Week International, "capital expenditure by 

operators globally has dropped to $130 billion from $240 billion 

in the space of one year."  This has resulted not only in 

substantial hardship for the global telecommunications industry, 
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but has also resulted in the loss of thousands of jobs and of 

course, a failure to bring essential communications facilities and 

services to customers throughout the world. 

Obviously, the telecommunications industry's hardships 

are not solely attributable to delays in implementing regulatory 

reform, ill-conceived regulations or the presence of trade 

barriers.  However, those factors certainly contribute to sectoral 

stagnation and must be resolved in order to jump-start industry 

growth and create fertile environments for investment. 

 Before we can identify viable solutions to stimulate 

investment in the global telecommunications sector -- and 

therefore foster sustainable economic growth -- it is important to 

understand why certain countries have stalled in their efforts to 

implement the reforms that are essential to create stable 

environments for telecommunications investment.   

 Undertaking the steps necessary to liberalize a country's 

telecommunications market -- which generally encompasses 

actions such as creating an independent regulator,  

establishment of transparent regulatory processes, elimination 

or reduction of foreign ownership barriers, and sometimes (but 
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not always) privatizing former state-owned monopolies -- is an 

incredibly complex process.  Many countries, and especially 

developing nations have found that the practical aspects of 

implementing their WTO telecommunications commitments are 

extremely difficult for a variety of reasons, including: 

•  Lack of human resources:  countries may not have 

personnel with adequate regulatory and technical 

expertise to staff a regulatory agency; 

•  Expense:  it can be costly to establish and staff a 

regulatory agency, as well as to implement new 

regulatory processes and procedures; 

•  Political resistance:  reforms may be opposed by those 

who may fear change or who may be comfortable with 

the status quo; 

•  Time consumption and complexity: The creation of 

transparent regulatory proceedings, which requires the 

involvement of "interested parties" such as government 

stakeholders, industry and consumers, is inherently 

more time-consuming and complicated than relying on 

decision-making processes that are handled solely by 
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governments.  Furthermore, since businesses often 

have differing and competing views about how 

regulations should be developed, regulators are 

required to weigh competing business goals and 

interests, balancing all of the input with governmental 

policy priorities and social concerns.  None of this is 

simple or straight-forward. 

Despite those challenges, the costs of not undertaking 

essential reforms are lack of investment, inadequate 

infrastructure deployment, limited consumer choice, and the 

inability to support the development of electronic commerce.  

Thus, liberalization and regulatory reform must be viewed as 

processes in which long-term benefits far outweigh short-term 

costs. 

 The challenges I have just described must be examined 

through the prism of capacity building.  The World Bank, in its 

World Development Report 2003, stated: 

"Implementing and executing the policies and programs 

requires appropriate institutional capacity.  Mention of capacity 

building evokes respect and approval -- but not always 
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excitement or enthusiasm.  It is often identified with failed 

technical assistance projects that relied heavily on the 

ephemeral input of foreign consultants…Yet institutional 

competence, especially the ability to learn, is crucial to efficient 

use of development investments…" 

I firmly believe that if we are to create telecommunications 

markets that are conducive to investment, it is imperative to 

place a strong emphasis on capacity building which will enable 

countries to establish regulatory institutions and competition on 

judicial authorities that can effectively support the development 

and long-term sustainability of a vibrant telecommunications 

sector. 

 The World Bank's 2003 World Development report 

points out that the development of governmental institutions -- 

such as independent telecommunications regulators -- play a 

critical function in building essential structures for sustainable 

development.  Beyond performing the functions associated with 

their specific mandates, social and regulatory institutions also 

serve functions that the World Bank cites as essential for long 

term development, including: 
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•  picking up signals about needs and problems (within 

the realms of their jurisdiction); 

•  balancing interests by negotiating change and forging 

agreements; and 

•  executing and implementing solutions. 

As critical as those functions are to a nation's ability to 

construct environments for sustainable development, I believe 

they are equally important to lay the foundation for systemic 

stability and predictability -- all of which are key to fostering 

viable investment conditions.  

With respect to the telecommunications sector, there are 

several essential ingredients that represent the necessary 

underpinnings of a sound investment environment.  Those are: 

•  Reduction, with the goal of eventual elimination, of 

restrictions on foreign ownership; 

•  Creation of a fully independent, empowered 

regulatory body that has no ownership interest of any 

operator or service provider. 

•  Flexibility -- Any initiatives undertaken to create an 

appropriate regulatory framework for converging 
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technologies must be sufficiently flexible to 

accommodate technological and market changes that 

cannot be foreseen at the time.   

•  Transparency of regulatory processes (including 

rulemaking proceedings, resource allocation, 

licensing).  Transparency should include consultative 

processes between industry and government on a 

regular basis.   

•  Non-discriminatory policies. 

•  Right to appeal regulatory decisions. 

•  Well-defined and well-executed enforcement 

procedures. 

 Beyond those general principles, I would suggest that 

policy makers who are seeking to develop a sound regulatory 

framework avoid the following pitfalls: 

•  “Legacy” regulation should not be applied to new 

technologies.  As we have seen in the U.S., the 

application of legacy regulation to new technologies 

and services often has the effect of stifling growth, 

innovation and investment.   
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•  Regulation should not favor one mode of investment 

over another.  However… 

•  The regulatory framework should encourage the 

development of infrastructure – particularly in 

economies that lack communications facilities in all 

but the most densely populated areas.  Advanced 

services and applications will not flourish unless the 

appropriate infrastructure exists for the delivery of 

such services. 

I do not mean to imply that a sound regulatory frameworks 

rests solely on the adoption of broad principles or 

generalizations.  

Particularly in the early stages of competition, regulators 

do need to provide specific regulations to ensure that a “level 

playing field” is created for all market participants. 

Among the greatest challenges regulators will face in 

establishing regulatory frameworks are striking an appropriate 

balance between… 
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•   (a) creating a regulatory framework that provides for 

competitive fairness, while not over-regulating the 

industry in a manner that prevents market forces 

from driving the growth of the industry, and 

•  (b) adopting frameworks that adequately address 

national concerns, while at the same time, preventing 

policy inconsistencies with other countries that could 

impede cross-border communications 

•  (c) revisiting policies over time to determine whether 

the policies are working, whether refinements are 

needed or if the policies should be abandoned due to 

a negative impact on the growth of the market. 

Creating such a framework admittedly is a very tall order 

for developing countries, especially in light of the resource 

constraints that I mentioned earlier.  But, the stakes are 

extremely high for all parties involved.  All countries need new 

investment to build or modernize communications 

infrastructures.  And, telecommunications companies and 

investors who are pursuing growth markets will gravitate to 
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those countries that offer transparency, predictability and 

fairness in the telecommunications sector.   

Acknowledging the challenges that all parties will face in 

terms of creating fertile climates for telecommunications 

investment, we also must not waste the extraordinary 

opportunities that are offered to create those conditions through 

trade initiatives that are underway.   

 The WTO Doha Development Round is the broadest, 

farthest-reaching trade initiative we face, considering that it 

provides all WTO member countries with the opportunity to 

improve or deepen their commitments in the areas 

telecommunications and information technologies.  Also, 

regional initiatives such as the Free Trade Area of the Americas 

and the ASEAN Enterprise Initiative will present valuable 

opportunities for undertaking liberalization and reform 

commitments.   

The focus of those agreements should be on capacity 

building rather than regulatory prescription.  Building on the 

approach taken in the WTO GBT, the level of specificity of 

regulatory instruments should be high level, any specificity 
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should focus on the establishment and empowerment of the 

NRA, ensuring due process, enforcement of rights of appeal, 

and periodic review.  The market has changed dramatically since 

the WTO agreement was negotiated.  The rapid pace of 

technology and service innovation creates challenges for trade 

negotiators. 

Developing countries will have to demonstrate particular 

courage in making new trade commitments.  But, their 

willingness to do so will determine their ability to attract and 

sustain investment, and thereby strengthen their economies, 

over the long term.   

Industrialized nations also stand to gain immeasurably 

from the on-going trade negotiations.  Developed nations will 

bear a particular responsibility of extending urgently needed 

resources and assistance to undertake meaningful capacity 

building initiatives in developing countries and LDCs.   

The OECD and APEC equally play important roles in 

developing guidelines and surveying best practices in critical 

areas of privacy, security, and competition policy. 



 15 

While trade initiatives provide no guarantees for producing 

desirable investment climates and sustainable growth for the 

ICT sectors and others, they do offer a concrete mechanism for 

building a path for sustainable development.    This is critical in 

light of the rapidly changing world we live in. 


