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From National Champions
to Global Players?
Lobbying by Network Operators
During the WTO’s Basic
Telecommunication Negotiations
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Observers generally assume that firms which engage in lobbying know what they
want. Business–government relations and especially the corporate political
activities of network operators during the basic telecommunication negotiations
of the World Trade Organization present a slightly different picture. European
monopoly providers benefited from the old international regime and initially
ignored trade discussions in their sector. In the course of negotiations, however,
they became part of a three-level game, which obliged them to consider national,
European, and multilateral objectives simultaneously. In the course of these
complex negotiations, their preferences evolved. Because governments advanced
independently on the liberalization project, companies adapted their policy
stances from reluctance to support for the negotiations. This article thus cautions
against treatments of lobbying that consider preferences as exogenously given.
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Introduction

As one of the first service sectors, telecommunication services were lib-
eralized under the General Agreement on Trade in Services (GATS)
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framework of the World Trade Organization (WTO) in 1997. Most analyses
of these profound changes have so far come from economists evaluating the
trade benefits of global markets (e.g., Hufbauer & Wada, 1997) or other
observers giving detailed accounts of the negotiation stakes and proceed-
ings (Cowhey & Richards, 2000; Petrazzini, 1996). Little is known of the
activities of the incumbent companies, the telecom service providers, which
were most often monopolies at the beginning of the negotiations. The few
authors who examine lobbying in the context of these negotiations focus on
the user companies that pressed for market opening in order to benefit from
cheaper services. These interests can then easily be cited as a factor explain-
ing the move toward global market liberalization (Cowhey & Aronson, 1993).
But what happened to firms—often quite large and powerful—that should
have been opposed to the liberalization project? Because large corporate lob-
bies are commonly assumed to be the pushing element behind global trade
developments, it seems necessary to contrast companies supporting liberal-
ization with companies opposing it.

A global liberalization of telecommunication service trade through the
WTO, as it has happened in 1997, would seem to be against the interests of
the incumbent operators. The previous international regime for telecommu-
nications had been built to preserve their national dominance and protect
their interests. When more competitive countries such as the United States
challenged the old system and sought to make it more flexible from within,
proponents of the traditional model resisted (Cowhey, 1990; Drake, 2000).
Until the early 1990s, the political economy of the international telecom-
munications regime favored national network providers.

Did the incumbents lose out against other powerful interests in the end?
If they engaged in political activities, then must this be a case of lobbying
failure? As it turns out, network operators were not as fiercely against lib-
eralization as one would have expected. With certain reservations, they pro-
claim to have been in favor of global market opening. Cynics might argue
that these statements are ex post facto presentations of a power game that
these major suppliers had simply lost. By tracing the evolution of the posi-
tion of the companies and the business-government relations, this article
argues for a more complex explanation.

The interests defended by the telecom providers did not exist in a vac-
uum. In the course of the basic telecom negotiations of the WTO, liberal-
ization in the European Union (EU) had considerably changed the room for
maneuver of the national companies. Monopolistic behavior was slowly
undermined as a possible strategy for major suppliers in the EU realm. In
the United States, network operators had to take into account lobbying for
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liberalization of companies like AT&T and MCI. In both cases, network
providers felt that liberalization was going to happen whether they liked it
or not. In many countries, operators started to believe in “the growing
inevitability of competition” (Thatcher, 1996, p. 185). If they wanted to
affect its content, they had to jump on the moving train. National operators
started positioning themselves as competitive players at the international
level. International alliances became crucial. When the European Commis-
sion linked its approval of these alliances to concessions in the multilateral
trade negotiations, even hesitant European operators started supporting lib-
eralization through the WTO. National operators in Europe were thus part
of a complex three-level game (Young, 2002, pp. 50-79). As new ideas
emerged and strategic settings evolved, they adjusted their preferences in
interaction with their political contacts.

The case study thus shows that we cannot assume that corporate prefer-
ences on trade are always stable over the course of a policy negotiation.
When political evolutions require important changes to the strategic posi-
tioning of firms, lobbying demands evolve and should be treated as
endogenous to the policy process in question.

The analysis is based on 33 semidirective interviews with politicians and
business representatives in Europe and the United States as well as other
observers of the telecom negotiations from 1994 to 1997.1 Parts of the interviews
will be used to clarify the actors’ perspective during the learning process. The
quotes are illustrations only and should be considered within the case study nar-
rative that draws from other sources to counter one-sided accounts. The first part
of this article reviews theoretical assumptions on trade policy lobbying in the
United States and the EU. The second part lays out the context of the case study:
the basic telecom negotiations of the WTO and the structure of the telecom-
munication sector prior to these negotiations. Concentrating on the empirical
investigation, the third part then traces the evolution of interest representation
of the affected companies. The theoretical implications of the case study are
analyzed in the conclusion.

Theoretical Approaches to Trade Policy Lobbying

Lobbying describes the strategic attempt of a nongovernmental group to
influence political decision makers on a specific issue. In both the United
States and the EU, the study of interest groups and the effects of private-
sector lobbying has given rise to a large literature, albeit with a somewhat
different focus in each of the two cases (Baumgartner & Leech, 1998; Woll,
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2006). Examinations of trade policy lobbying in particular have a longer
tradition in the United States (e.g. Bauer, De Sola Pool, & Dexter, 1972
[1963]; Schattschneider, 1935). EU studies of trade policy related lobbying
are rare (De Bièvre, 2002; McCann, 1995) and most remain descriptive
(Jacek, 2000; Jacomet, 2000). The few theoretical models that exist for
studying corporate political activities in the context of trade negotiations
therefore come from the United States. With the exception of several stud-
ies in management science (e.g.Yoffie & Bergenstein, 1985), systematic
treatments of how international trade should affect the preferences and
therefore the lobbying of firms has come from the field of international
political economy (IPE).

Trade Preferences Based on Material Conditions

At the core of most IPE approaches are assumptions from economic
theory, most often following insights from the theory of economic regula-
tion (Buchanan, Tollison, & Tullock, 1980; Posner, 1974; Stigler, 1971).
Searching for the reason for protectionist trade decisions, most interna-
tional economists blame “politics” and consequently investigate who has an
interest in protectionism and how these interests get their way (e.g.
Krueger, 1995). In essence, firms seek to protect their investment and there-
fore lobby for closed markets in order to avoid price competition. Policy
makers exchange such protectionist measures for financial support or votes,
making the supply and demand much like a market exchange, which means
that different groups compete among each other (Becker, 1983).

The assumptions of fixed preferences on which these models are based
imply a very rigid system. Mitchell and Munger (1991, p. 522) have
pointed to this fact by arguing that the Chicago School’s predictions “can-
not explain deregulation save for the tautology that the industry is now, for
some reason, better off without regulation.” Yet deregulation and liberaliza-
tion of trade advance rapidly. In political science, one reaction was to the-
orize the loss of power of the formally vested interests and the influence of
economic ideas (Derthick & Quirk, 1985; Goldstein, 1988; Robyn, 1987).
Other research has investigated why and when the opening of markets
might actually be in the interests of the industry that was affected (Bailey,
Goldstein, & Weingast, 1997; Gilligan, 1997; Milner, 1988). The general
conclusion of these studies is that reciprocal trade agreements pave the way
for trade liberalization by connecting an increase in home market competi-
tion to new market access abroad, which benefits export-oriented industries
(Alt & Gilligan, 1994). We should therefore expect import-competing firms
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to lobby for protection, whereas export-competing firms will lobby for
reciprocal market opening.

In addition, scholars have recently pointed out the importance of scale
economies for the trade preferences of large firms. Firms with increasing
returns to scale will be supportive of access to new markets. For Milner and
Yoffie (1989) these are typically large firms with considerable initial invest-
ments that require a growing sales volume to realize the minimum scale to
break even. Barriers to trade are then costly, because they inhibit obtaining
larger-than-national markets to exploit economies of scale. Similarly, firms
with such technologies from small countries will be supportive of gaining
access to a larger customer base than their home markets can offer (Casella,
1996). Chase (2003) draws more attention to the importance of production
chains that extend beyond borders. In sum, these predictions are in line with
the intuitive sense that export-oriented firms, multinational companies, or
firms that are engaged in production process that already extend across bor-
ders are more likely to support liberalization to benefit from increasing
returns to scale. Companies that depend on their home markets seek to pro-
tect their investments and lobby for protectionism.

Telecommunication services, however, falls between the categories of this
dichotomy. The high capital investments create an important national market:
a great part of the assets of the network operators is immobile. In the early
1990s, many firms engaged in internationalization strategies through inter-
connection alliances and foreign direct investment (Crandall, 1997). As a
result, firms tend to pursue two goals simultaneously; they try to impede the
entry of competitors to their national markets and aggressively develop
opportunities abroad (Bonardi, 2003). Which one of these goals will eventu-
ally determine the policy stances of network providers on multilateral liber-
alization is difficult to predict without examining the business–government
relations they have to engage in. In theoretical terms, preferences are ambigu-
ous and should not be considered as exogenously given.

Endogenous Preferences

Treating preferences as exogenous to political processes has been criticized
by literature on historical institutionalism (see Steinmo, Thelen, & Longstreth,
1992). In particular, scholars in this tradition argue that institutions and the
political interactions they create can affect the preferences of the actors.
Preferences should therefore be understood as endogenous to the policy
process in question (Immergut, 1998). Wilts and Griffin (forthcoming) under-
line the importance of such an approach for the study of corporate political
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activities. Indeed, models based on simple assumptions about interest cal-
culations cannot account for the radical preference change of firms in the
telecommunications sector.

In order to explain the transformation of the policy preferences of the
dominant providers during the 1990s, this article proposes to employ a
more nuanced understanding of “interests.” Little can be argued against the
assumption that firms have immediate needs—ensuring their survival—and
the desire to make the greatest possible profit. These needs and desires are
commonly referred to as interests.2 Beliefs about how to obtain these goals
through a certain public measure, however, are policy preferences. Milner
(1997, p. 15) draws attention to this distinction and argues that interests are
the stable foundation on which actors’ policy preferences shift: “prefer-
ences are variable, interests are not.” Another way of looking at this differ-
ence is by distinguishing between primary and secondary interests. Again,
primary interests define immediate needs, whereas secondary interests
become established once an actor has decided how to obtain his primary
interest (Frieden, 1999; Woll, 2005).

A differentiation between the two levels of interest is helpful because it
allows a more careful analysis of trade policy lobbying. Because policy
preferences are determined by calculations or beliefs about how to obtain
maximal utility, both institutions and cognitive frameworks are important in
analyzing their formation (see also Wilts, 2006). Institutions affect the pay-
offs associated with a policy option, whereas ideas affect the causal belief
structure of how to obtain a certain outcome.

Previous studies of the WTO telecommunication negotiations have
underlined the importance of the multilevel institutional structure and of
new neoliberal ideas and beliefs about the inevitability of competition
(Holmes & Young, 2002; Thatcher, 1999; Young, 2002). In line with these
analyses, this article shows how the preferences of incumbent operators
evolved since the late 1980s to explain why former monopoly providers did
not lobby against but in favor of opening their home markets to interna-
tional competition. Specifically, the issue of trade opening and the salience
of the stakes involved were not very clear to the companies, even when the
negotiations had already been going on for 2 years. The trade language fur-
ther proved to be a barrier to effective participation. Also, the organization
of business representation, especially on the European side, was quite com-
plex. Because firms had to adjust to the multilevel system of policy making
within the EU, their lobbying is much less powerful than one might expect.
In fact, much of the lobbying of European firms can be understood as an
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investment in “political capital” (Yoffie & Bergenstein, 1985) rather than an
attempt to influence a particular decision.

More generally speaking, the activities of companies are embedded in
the political process (Granovetter, 1985). Companies are as dependent on
the access to governments as governments are on the technical expertise
of business representatives. Although firms are important actors in the
international negotiations, it is problematic to speak of business capture
(cf. D. Vogel, 1997, p. 59), because policy preferences can only be understood
as the result of a complex process of interactions.

Basic Telecom Negotiations and the
European Telecom Sector

Over the last quarter century, the regulatory frameworks for telecommu-
nications have undergone radical transformations domestically, regionally
and internationally. Studying the global WTO negotiations therefore neces-
sitates an understanding of the general transformation of the sector in the
1980s and 1990s.

The Telecommunication Service Sector

The significance of the transformation that has occurred since the 1980s
becomes obvious when considering that control over communication infra-
structures had previously been in the hands of the state in almost all European
countries. The provision of long-distance communication services was highly
relevant for military purposes and as an integral aspect of state power. In most
countries, the provision and operation of communication systems was the
task of protected state monopolies and one of the most central public
services. Even where the state was not the immediate owner of the
telecommunication provider, the sector was long perceived as a “natural”
monopoly.3 High capital intensity for telephone lines and technology
seemed to restrict the possibility of introducing competition, because
investment would not be profitable.

In the traditional view, international trade in telecommunications services
simply implied the interconnection and pricing of phone calls from country
A to country B. These exchanges tended to be regulated in predominantly
bilateral terms through norms and practices established within the International
Telecommunications Union (ITU), one of the oldest international organiza-
tions in the world (Drake, 2000). The system was perfectly suited to the
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monopolistic regimes that provided telecom services and products to the
majority of industrialized countries (Cowhey, 1990; 1993).

However, the domestic status quo unraveled in several countries, first and
foremost in the United States. Following an antitrust case brought by MCI,
AT&T’s Bell System was disinvested in 1984 and divided into seven regional
holding companies, the so-called “baby bells:” Ameritech, US West, Nynex,
Pacific Telsis, Southwestern Bell, Bell South, and Bell Atlantic. AT&T
remained in charge of long-distance calls, an area that was now open to new
market entrants. While the courts were breaking up AT&T’s long-distance
monopoly, the Federal Communications Commission (FCC) was breaking up
Bell Labs’ monopoly on cellular phone technology, which enabled Motorola
to enter the mobile cellular phone market (Cohen, 1992). In 1987, the
Omnibus Trade Act established telecommunication services as a tradable
good. However, the local telecom services controlled by the baby bells were
only to be opened by the Federal Telecom Act endorsed in 1996 (TA96),
which was signed into law by President Bill Clinton in 1999.

In Europe it was the desire of the European Commission to overcome the
disadvantages of fragmentation that provided the most important momentum
for reform. Inspired by the experience of the United States and encouraged
by several member states that also followed a more liberal approach, the
Commission used its competition powers under Article 90.3 EEC to force lib-
eralization of first telecommunications equipment and, later, services and net-
works. The first major step in this process was the publication of the “Green
Paper on the Development of the Common Market for Telecommunication
Services and Equipment” in 1987. Several member states attempted to chal-
lenge the Commission’s competence in this area, but by 1992, the European
Court of Justice (ECJ) had upheld the Commission’s decisions for both
equipment and services. This paved the way for liberalization proposals of
telephone services in 1993 and infrastructures in 1994, in the form of both
liberalization directives and harmonization of standards for interconnection,
licenses, and universal service. The Council of Ministers’ adoption of the
Green Paper on the Liberalization of Telecommunications Infrastructure and
Cable Television Networks in 1996 provided the basis for full liberalization
of the infrastructure by 1998.4

The radical transformation of European telecom policy has been the
subject of many studies, but analysts still disagree about the most important
factors for the development. Sandholtz (1998) and Schmidt (1998) under-
line the activism of the European Commission, whereas Thatcher (1999;
2001) shows the cooperation between the member states and the EU
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Commission. Even though several member states did not appreciate the
Commission’s self-empowerment, coordination within the Council pursued
the same policy objectives (Holmes & Young, 2002).

The Changing International Framework

Domestic and regional liberalization not only created an atmosphere of
reform, they also directly put into question the utility of the traditional inter-
national system. Based on reciprocal exchanges, the international accounting
rate system in particular put stress on countries that had chosen to deregulate
their domestic markets. If one country lowered its charges in response to
international competition, and a second country remained a monopoly, then
traffic flows became distorted. The low-priced country would send more mes-
sages than it received. If the high-priced country resisted substantial reduc-
tion in the accounting rate, it could reap enormous profits and increasing
surpluses over time. The pricing system therefore created an important bias
against domestic deregulation. The United States, for instance, experienced
an annual balance-of-payments deficit on telecommunications services
approaching $3 billion by the early 1990s, which explains why almost all of
the most important policy actors suddenly became interested in reform
(Cowhey & Aronson, 1993, pp. 185-186). Through technological innova-
tions, the liberalization of equipment markets, and changes in domestic set-
tings, the underlying conditions that guaranteed the operations of the
international telecom cartels—and the complicated pricing system support-
ing it—had been undermined by the late 1980s (Petrazzini, 1996). The forces
for change were thus considerable, and among the leading countries, there
were no major disagreements about the necessity to reform the system of
international telecom service trade.5

Simultaneous to these domestic developments in the telecommunication
sector, services had become part of the trade negotiations of the Uruguay
Round of the General Agreement on Trade and Tariffs (GATT). When the
GATT turned into the World Trade Organization in 1995, it included the
GATS (see Hoekman & Kostecki, 2001). Previously, services were consid-
ered fundamentally different from goods: their mode of delivery and other
issues seemed to make them unfit for an international trading regime. The
GATS aims to bring service exchange under the same trade regime as
the exchange of goods. Yet one of the principals of liberalization under the
GATT regime, the most favored national (MFN) principal, is quite radical:
any signatory had to be offered nondiscriminatory market access. This
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entailed a considerable risk of free riding, as more open markets would
have to accept entrants from markets that were much slower in reducing
barriers.

The prospect of MFN applying to all service markets at once was unac-
ceptable to a large number of countries, and so the solution proposed was to
negotiate sector by sector, with countries submitting lists of commitments on
their liberalization projects. As it became obvious that such sector-specific
negotiations would not be completed within the Uruguay Round, it was
agreed that sectoral negotiations would need to continue after the estab-
lishment of the WTO. For telecommunication services, the Uruguay Round
had achieved only an agreement on the principle of liberalization and com-
mitments on some elements of telecommunication services, called value-
added services. Basic telecommunications, the heart of telecommunication
services, remained to be negotiated.6

Sectoral negotiations were scheduled from May 1994 until mid-1996.
By mid-1996, 48 governments had tabled offers. However, the U.S. gov-
ernment and industries, which felt that it was offering a very large market for
little in return, declared that it did not believe these offers constituted a suffi-
cient “critical mass” and refused to conclude the negotiations. In order to not
end with a complete failure, Renato Ruggiero, Director-General of the WTO,
suggested preserving the proposals in a Protocol. After reconstituting into a
new body with new participation rules, the Group on Basic Telecommunica-
tions (GBT) resumed talks for the third time from 1996 to 1997. The result of
these negotiations, the Basic Telecommunications Agreement, was finally
adopted on February 15, 1997, and enforced on February 5, 1998. Sixty-
nine countries submitted schedules on their commitments on regulatory
discipline.

A key feature of the agreement was the “reference paper,” signed by
more than 50 members, setting out the regulatory principles that would
need to accompany telecom liberalization. Inspired by TA96, the reference
paper specifies procompetitive safeguards against the market power abuse
of the dominant provider. It requires the establishment of an independent
regulatory agency and spells out conditions for interconnection, license
attribution, universal service, or spectrum management. The idea behind
the reference paper was that agreement on liberalization meant little, if the
dominant provider could charge exorbitant prices to new entrants for leas-
ing its lines, for example, and therefore restricting competition unilaterally.7

The review of domestic, regional, and international changes illustrates
that the stakes for corporate actors spread over several levels. Turning to
their political behavior, we will see the tight connection and the feedback
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effects between these developments: EU liberalization and domestic dereg-
ulation affected the international position of firms and vice versa. Figure 1
juxtaposes these EU, United States, and WTO developments in order to
summarize the coevolution of the regulatory frameworks.

The Evolution of Business Interests

By tracing the evolution of the political activities of the providers, this
section aims to shed some light on the policy preferences of the affected
companies.8 Two dimensions will be highlighted in particular: the cognitive
dimension and the organizational one. Even though the analysis focuses on
the former monopoly suppliers, other European and U.S. companies are
cited for the illustration of more general trends.
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Figure 1
Timeline of Telecom Liberalization

USA European Union (EU)

General Agreement on Tariffs 
and Trade–World Trade Organization

(GATT-WTO)

1984 Disinvesture of AT&T

1985

European Court of Justice (ECJ) 
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to telecom

1986

1987 Omnibus Trade Act Common Market Green Paper

1988 Terminal equipment directive

1989

1990
Open provision and service
directive

1991

1992 ECJ upholds European Comm-
ission  Council (ECC) resolution 
approves liberalization intentions
Mobile Green Paper,Bangemann 
Report Green Paper on 
Infrastructure Liberalization 

 

1993

1994

1995

1996 Council adopts infrastructure
liberalization

Failure to conclude GBT
negotiations
Basic Telecom Agreement and
Reference Paper 

1997

1998 Full liberalization

1999 TA96 signed into law

2000

Uruguay Round opened

Telecommunications Act of  
1996 (TA96) endorsed

Value-added telecom services
negotiated
Uruguay Round concluded
GBT negotiations launched
WTO established GATS in effect
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Understanding a New Issue: The Service Trade Agenda

The idea of “lobbying” always contains the image of a very aggressive
company that knows what it wants and goes out to get it. When telecom-
munication companies first got involved in international trade issues, how-
ever, the fundamental stake was to understand what was going on and
whether this was important enough to invest their time and effort.

Because the concept of trade had traditionally not applied to services, only
few affected companies were familiar with the workings of international
trade negotiations and their terminology. This was true for service companies
from all sectors, even when the companies were private, competitive, and
very interested in expanding in foreign markets. One of the pioneers of
service trade—then working for a large financial services company in the
United States—recalls first coming in contact with trade issues in the early
1980s, “we had trouble doing business abroad . . . . I didn’t know the termi-
nology at the time, but basically [we were encountering] trade barriers.”
Learning about these political stakes implied a whole new terminology. “I
went home and got this book called ‘The GATT’ to learn anything there was
about this,” he added. “I was reading it every night and so was [my CEO] and
we would meet in the morning to see who had gotten farther.”9

Even in the beginning of the 1990s, many companies were not very
informed about WTO issues and international commerce in general. Yet, a
lack of knowledge was striking on both sides. As a U.S. company repre-
sentative put it,

Most trade representatives had never worked on telecommunications, and
most telecom people had never worked on trade. We were extremely con-
cerned about the negotiations, especially when we realized that some of the
trade people did not know what a common carrier was.10

Some aspects of the issues were new to all of the participants, both from
the governments and from the companies. Among U.S. companies that had
chosen to follow the developments, there was a sense that the ambitions of
the trade agenda were ill matched with the realities of telecom services. The
abandonment of bilateral agreements, and above all MFN, seemed quite
threatening.

So we actually went out and took some initiative to ask what this was about. I
mean, we didn’t even know what the GATT was until the early 1990s. When we
first read a draft version of the GATS, we felt that a U.S. Trade Representative
could just trade off our entire business against another service or agriculture.11
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As negotiations continued, companies acclimated to the basic concepts
of trade negotiations, but generally the procedures and terminology remained
confusing. “Nobody knew how to read a schedule of commitments. We
even had people think that ‘- none, - none, - none’ meant that ‘none’ had
market access.”12

Naturally, companies didn’t have the opportunity to ask all the questions
they had, especially if they were following a trade-related meeting in Geneva
with an already tight schedule.

We developed a sort of code to talk to one another while government repre-
sentatives were in the room. We made sure we would start our phrases by say-
ing “Just to review a little bit what has been said…” so that everybody
understood what was going on.13

Although these difficulties became obvious once companies had decided
to follow the negotiations, others did not even consider the WTO to be a
subject that necessitated close monitoring. At the time, international tele-
phony was discussed through the negotiation of interconnection modalities
in the ITU. For many providers, the WTO only entered the picture when it
started examining an issue traditionally dealt with by the ITU: accounting
rates. As a representative of a former European monopoly recalls,

I have to admit, I only discovered the WTO at the margin. Initially, people
considered the WTO to be something quite abstract: “value-added,” “basic
services . . .”? In most countries, you didn’t really have a realization that there
was a new reality . . . that you couldn’t do anything anymore without paying
attention to the WTO.14

Several of the European companies did not imagine the impact the WTO
negotiations would have. Even though sector-specific negotiations had been
going on since 1994, and despite the fact that value-added services had even
been open to competition by the end of the Uruguay Round, many compa-
nies affected by the changes were not engaged in the process. Quite often,
it was the trade representative of the respective governments who solicited
their help. A U.S. official explains this with reference to a specific subsec-
tor of telecom services,

If you want a meeting, you call the companies. We didn’t even know who
they were, so we started casting the net and bringing them in. We basically
had to start at square one and explain trade terminology to them.15
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Company feedback was sometimes slow and a Commission official
underlined how “remarkably uninterested” European firms were in the
early stages.16 During the first round of negotiations, national operators
were largely absent from the WTO talks.

Getting Organized

Things changed during the second phase of negotiations, from 1996 to
1998. By the mid-1990s, “there was such an empowerment of the WTO that
many companies discovered its importance.”17 Within only 2 to 3 years, the
issue had become clear and salient to almost everyone. The question
remained how to best participate in the process. For the former monopoly
providers, one might assume the contacts were especially close between the
company and the negotiating government. As a U.S. lobbyist remembers,
“within Washington, for example, the person from Deutsche Telekom was
for a long time an attaché at the German embassy.”18 But old traditions had
changed by the time telecommunications services were negotiated in
Geneva. British Telecom had been privatized since 1981. Even for other
countries, the nature of contacts transformed rapidly in the course of EU
liberalization. As an official from the WTO secretariat put it, by the mid-
1990s, “Deutsche Telekom and France Télécom looked very similar to
AT&T.” The EU had transformed and there was the idea “that this was a
company.”19 However, European operators did not have a long history of
working with the European Commission and only learned to do so in the
course of internal EU liberalization.

By contrast, business–government relations seemed much more devel-
oped and institutionalized in the United States. Although the most active
U.S. companies formed an industry group that followed the U.S. delegation
to Geneva and gave regular feedback between 1994 and 1997, there was no
industry presence on the European side that directly followed the negotia-
tion.20 “Of course, the operators had their contacts in their respective
member states, but they followed from somewhat of a distance,” explains a
public official from an EU member state.21 Even in recent ITU meetings,
business–government relations in the United States appeared to be tighter:
“I could see the way the Americans operated—the delegation of govern-
ment representatives as well as industry: they really acted as one block.
. . . In contrast, the EU is not nearly as well organized.”22

Because feedback from companies reinforces a country’s negotiating
position, the EU Commission started soliciting the support of companies on
trade issues more generally. In particular, it created trade forums, such as
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the Transatlantic Business Dialogue (TABD) or the European Service Forum
(ESF), to assist them in their trade work (Balanyà, Doherty, Hoedeman,
Ma’anit, & Wesselius, 1999; Cowles, 2001). For the Commission, business
input is crucial to trade negotiations, confirms a business representative:
“Quite often, the Commission will approach us to ask us to keep them informed
about market barriers encountered: ‘If you have a problem, please tell us!’”23

In the United States, companies lobby without this kind of political
effort: “companies put money for election, they want to follow up, they
want to have discussions and they will always mobilize their CEO to go and
speak with them.”24 Even though CEOs of European companies do occa-
sionally enter into contact with public officials and politicians, the heart of
policy-related work is not their responsibility. In the EU, most public state-
ments are made by trade associations.

Trade associations do exist in the United States, but they tend to be only
as active as the companies that carry them. Associations that have had an
impact on service negotiations, or the telecommunication issues more specif-
ically are the Coalition of Service Industries (CSI) or the United States
Council for International Business (USCIB). Beyond those associations
based on broad membership, the activities of more specific associations are
negligible. United States companies lobby for themselves: “We actually go to
Geneva; we follow meetings; we work directly with the individual ambas-
sadors to the WTO.”25 EU companies in turn cite the ESF as one of the most
important ways of voicing their concerns about GATS-related issues.26

With respect to telecom service trade, the most striking differences
between United States and EU lobbying are the different degree of institu-
tional complexity in the trade policy-making process and telecommunication
issues. Directly in response to the liberalization efforts of the Commission,
network operators in Europe organized transnationally by forming the
European Telecommunications Operators Association (ETNO) in 1992.
Concerning the GBT negotiations, one needs to understand that telecom-
munication services at the time were a domain of shared competences
between the EU and member states. However, as a representative of a
member state recalls,

We didn’t know very well what was within Community competence and what
was within the competence of the Member States. When the meetings were
well prepared, there was no problem. But the objective wasn’t clear or when
the Commission went beyond its mandate, it became much more compli-
cated. In the same meeting, you would have first the EU and then the
Member States speak up, and they didn’t say the same thing.27
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As sector negotiations in financial services, telecommunications, and trans-
port continued during the period from 1995 to 1997, the European Council
and the Commission had agreed on a code of conduct, assuring that the
Commission be the sole negotiator for the EU (Woolcock, 2000). Nonetheless,
the EU Delegation was quite large throughout the negotiations. Apart from
five to six people of the Commission, there were at least two representatives
of each member state; the delegation quickly had about 40 members.28

Aware of the complex distribution of capacities, European companies
chose to pursue a multilevel approach. Deutsche Telekom, for example, is
a direct member of ETNO, but also an indirect member of the Union of
Industrial and Employers’ Confederations of Europe through the national
employers’ association BDI (Bundesverband der deutschen Industrie) or
the European Information & Communications Technology Industry Association
through BITKOM, a German information technology association.
Concerning GATS-related issues, they work through the ESF, but their gov-
ernment affairs branch offices in Bonn and Brussels allow them to keep in
direct contact. About the same strategy applies for other European network
providers.

Within only a few years, European operators had to not only recognize
and master the difficult new issue of service trade, but they also had to orga-
nize their interest representation along the lines of a multilevel system of
competence division. Because all political activities always necessitate
resources, this multilevel approach was costly and cumbersome. Moreover,
it added a supranational level of interest aggregation through ETNO that
U.S. operators did not have to go through.

Evolving Stakes and Policy Preferences

The context of political activities of European companies was trans-
forming radically in these couple of years. It is true that businesses adjusted
to the new reality of European liberalization and learned to play the multi-
level game of interest representation, but governments likewise defined and
redefined their preferences as the negotiations continued.

The failure to conclude the negotiations according to schedule in mid-
1996 testifies to the hesitations and the tensions between several policy
objectives. Unsatisfied by the offers from other countries, the U.S. govern-
ment refused to conclude the agreement. As a European company repre-
sentative put it, the failure was a “paradox.” The United States, which had
pushed so much for an agreement, “all of a sudden didn’t seem to want it
anymore.”29 A European Commission representative explains,
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It is true that the U.S. was pushing for telecom liberalization, but only for
long-distance. They didn’t want to open up their local markets. By 1996, we
had liberalized further than the U.S., which only then introduced their
Telecom Act.30

The U.S. perspective is more nuanced. They underline how much is at
stake in a multilateral agreement based on MFN. This lack of reciprocity
leaves a large potential for free riders, so an essential component of the
United States’ position throughout the negotiations was to achieve a critical
mass of countries making serious commitments.31 Yet the United States was
much more nervous about this outcome than other countries, because they
could have achieved an equally satisfying result for international trade
through other means.

The U.S. wasn’t ready to conclude [in 1996]. Throughout the negotiations the
U.S. had a profound feeling of discomfort. On the one hand, they wanted an
agreement. They were very strong on the telecom market, they were
exporters. On the other hand, they were equipped with a large arsenal of uni-
lateral policy tools. So the question was: why renounce a unilateralism that
was working well?32

This question temporarily even opposed different branches of the U.S. gov-
ernment. Yet the fact that the United States had insisted on the GATS as a
whole made it difficult to completely abandon the telecom negotiations, which
was the second most important service sector after financial negotiations.

For the EU Commission, the negotiation of telecom service trade tied
together several stakes. After the ambitious intra-European liberalization pro-
jects, a central stake was to align international policy with European objec-
tives. Throughout the 1990s, one can therefore find a temporal concordance
between intra-EU timetables and international deadlines, which was one of the
primary objectives of the Commission (Holmes & Young, 2002). Negotiating
the modalities of international telephony at the WTO rather than the ITU fur-
ther increased the field of competencies of the EU. At the WTO, it is the
European Commission who negotiates for the member states. At the ITU, it is
the member states; the Commission only had access as an observer. The
European Commission was therefore interested in the conclusion of a success-
ful agreement and as central to the evolution of the international negotiations as
it had been to the intra-European telecom liberalization. A member-states
representative remembers that, “the Commission had the annoying tendency to
negotiate more with the Member States than with the rest of the world.”33 One
U.S. official confirms,
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We were constantly observing that. Before every meeting, the EU delegation
met in the morning in order to try a hammer out a position. If they weren’t suc-
cessful, the meeting we had with them afterwards would be like treading water.34

The policy preferences of the affected companies were equally divided.
Of course, the radical changes seemed threatening to most network suppli-
ers, who risked losing parts of their profitable home markets. Yet, as the EU
framework for telecom liberalization moved forward, businesses started
looking at the new opportunities that they might get out of a new interna-
tional framework.35 With reference to the early years of the organization, a
representative of ETNO recalls, “At the beginning, ETNO was more pro-
tective in its approach. Then, realizing that there is no point in resisting
something that is arriving, you might just as well play the game as a new
entrant as well.”36

Companies also felt that the EU liberalization process had reshuffled the
conditions of their international activities: “For Europe, who had under-
taken the Community liberalization with a fixed deadline, a principal objec-
tive was to achieve a global equilibrium, so that they wouldn’t be the only
ones who had opened their markets.”37 Because the option of a protected
monopoly position was no longer available, market opening became
appealing because it promised new business opportunities abroad.

The search for new opportunities has to be understood in the context of a gen-
eral boom in telecommunications at the time. The mid-1990s were the time of
the “Internet bubble” of great expansion throughout the sector. “Every company
wanted to became a European or a global leader in a certain number of seg-
ments,” underlines a business representative.38 Internationalization became cru-
cial for many European operators. After France Télécom and Spain’s Telefonica,
several European operators started investing abroad in the mid-1990s. Moreover,
British Telecom, Deutsche Telekom, PTT Telecom, France Telecom, Telefonica,
and Telia all entered alliances that allowed them to propose global business
services increasingly in demand by large telecommunication users.

As Young (2002, p. 55) underlines, alliances were significant to the mul-
tilateral talks, because they required approval by the competition authori-
ties in each country. Both the FCC and the European Commission required
domestic markets to be liberalized to grant their approval. With the politi-
cal determination of the European Commission, the ambiguous policy
stance of pursuing a protected home market but investing in foreign mar-
kets became more and more difficult. As a result, the internationalization
objectives of European operators translated into political support for the
GBT talks. A representative summarizes:
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All national operators supported EU negotiating position. They were confident
in their own markets and they wanted to expand. That happened during the time
of the Internet bubble. New markets were potential jackpots. All analysts were
advising to go into it. Billions have been invested in nothing . . . .39

The question of the mid-1990s was not the “if,” but the “how” of liber-
alization, both in Europe and the United States. For U.S. companies, more
than for European ones, the major concern was that they would not get from
other countries what they felt they were offering. But “by the time an agree-
ment was reached in 1997, industry was quite positive about the results of
these negotiations.”40 Within a very short period of time, companies in both
the United States and the EU had embraced a very ambitious liberalization
project that opened up their markets to international competition.

Conclusion

The microanalysis of the process of trade lobbying shows that several of
the assumptions of the traditional literature of trade policy making do not
apply well to the case study. Assuming that companies act on clearly
defined interests to pressure governments for regulatory measures oversim-
plifies policy-making dynamics. The telecom case study highlights two par-
ticular dimensions of business interest representation: a cognitive and an
organizational one. The cognitive work of the businesses affected by a pol-
icy is to understand a policy issue and grasp its importance. Information
exchange and evaluation therefore constitutes a central part in the work of
business representatives. Businesses not only had to learn and understand a
whole new language before being able to participate in the process, they
also had to evaluate if the abstract negotiations of the WTO would have an
impact on their business operations at all.

The organizational challenges of a complex web of capacity distribution
and reciprocal interactions between countries further weigh on the interest
representation of the affected companies. Especially in the EU, companies
have to adjust to a multilevel system of policy making. The multiplicity of
channels used in the context of trade policy shows that the link between
companies and government officials is not simply one of unilateral influ-
ence. Especially in the EU, political actors within the Commission actively
solicited companies to support their negotiation objectives against unwill-
ing member states. Moreover, the Commission employed its jurisdiction
over alliances to affect the companies’ preferences on global trade talks.
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The institutional setting and the beliefs in the inevitability of competi-
tion thus contribute to explaining the policy stances of European network
operators. Without an understanding of this context, it would have been
very difficult to predict policy preferences as they evolved endogenously.

To be sure, telecommunication services are a special case. Service trade
does not always have clear export or import markets, and companies are not
competitive players as we know them from theory. The case study does not
aim to contradict classical predictions for the lobbying around the trade of
goods. Rather, it should be understood as a marginal case that reveals the
basic assumptions of traditional lobbying assumptions. Perfect competition
and knowledge about the consequences of liberalization was limited in the
telecommunication example. In deregulated industries where firms have to
confront new trade issues under a great degree of uncertainty, lobbying
behavior will evolve over the course of business–government interactions.
In this context, government strategies can contribute significantly to the
final policy demands voiced by corporate actors.

Notes

1. Carried out between October 2002 and September 2003, the interviews include the WTO
secretariat, as well as the following. In the European Union (EU): the Secretariat of the Council of
the EU, DG Trade and DG Information Society, the French and German Ministries of the
Economy, RegTP in Germany, the European Telecommunication Operators’ Association, the
European Information and Communication Technology Association, the European Service Forum,
Deutsche Telekom, France Télécom, British Telecom, TeliaSonera, Telefónica and TDC (Denmark).
In the United States: the State Department, the Department of Commerce, the U.S. Trade
Representative, the Federal Communication Commission, the United States Coalition of Service
Industries, the Unites States Council for International Business, the Telecommunication Industry
Association, AT&T, MCI, Verizon, Cable&Wireless USA, the former Comsat, individual telecom
lobbyists, and various observers of the service trade negotiations.

2. For an evolution of the use of this term, see Hirschman (1977).
3. In spite of these commonalities, national policy responses were quite diverse. For an in-

depth comparative analysis of telecom regulation, see Noam (1992), Grande (1994), S. K. Vogel
(1996), and Schneider (2001).

4. The Commission later unified and simplified regulation of all types of electronic com-
munication in 2001.

5. Interviews with EU and U.S. business and government representatives on February 19,
June 5, and June 18, 2003.

6. Basic telecommunications covers the relay of voice or data from sender to receiver.
Value-added services are additions to these communication services that enhance its format or
content, such as online data processing, e-mail or voicemail. In the early 1990s, when this dis-
tinction was agreed on, value-added services were secondary. The real economic stakes lay in
the networks that made up basic telecommunications. For more information, see http://www
.wto.org/english/tratop_e/serv_e/telecom_e/ telecom_coverage_e.htm.
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7. Interview with a U.S. business representative on July 2, 2003.
8. See Cowhey and Richards (2000) for an excellent detailed account of the actual con-

tent of the negotiations.
9. Interview in Washington, DC, on April 8, 2003.

10. Interview, July 2, 2003.
11. Interview, July 2, 2003.
12. Ibid. “None” answers the question about remaining market access restrictions.
13. Ibid.
14. Interview, July 3, 2003.
15. Interview, Washington DC, June 18, 2003.
16. Interview, Brussels, September 3, 2003.
17. Interview with the representative of a national network provider, July 3, 2003.
18. Interview, Washington DC, June 23, 2003.
19. Interview in Geneva, October 24, 2003.
20. Interview with the chair of this industry group.
21. Interview with a public official from an EU member state, December 9, 2002.
22. Interview with a representative of an EU network provider, February 14, 2003.
23. Interview in Brussels, February 14, 2003.
24. Ibid.
25. Ibid.
26. Pointed out by all EU companies interviewed.
27. Interview, December 9, 2002.
28. Ibid.
29. Interview with an EU business representative, July 3, 2003.
30. Interview with an EU Commission official, February 19, 2002.
31. Interviews in Washington DC, June 5, June 18, June 27, and July 2, 2003.
32. Interview with a public official from an EU member state, December 9, 2002.
33. Ibid.
34. Interview, June 18, 2003.
35. Interview with a representative of Deutsche Telekom.
36. Interview in Brussels, February 14, 2003.
37. Interview with a European business representative, July 3, 2003.
38. Ibid.
39. Interview with a business representative in Brussels, November 13, 2003.
40. Interview with a U.S. government representative June 27, 2003. See also Sherman (1998).
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