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Foreign Direct Investment to Increase 
According to multilateral sources, FDI flows are likely to increase during the period 2004 

through 2007.  Over the past two decades, booms in global FDI have followed periods of high 
economic growth.  Over the next decade, world economic growth is projected to exceed 3%, 
with Asia leading the regional growth rates at over 6%.  In addition, corporations are flush with 
cash from profits of the largest 500 corporations in the United States and Japan rising rapidly.  It 
is important to note that industry experts expect substantially more investment in services such as 
hotels and restaurants, tourism, retail and wholesale businesses, education and health than do the 
investment promotion agencies of various countries.  On the other hand, investment promotion 
agencies are overemphasizing food and beverage, publishing, film and other media types of 
investment where the hype may be more intensive than the investment.  In the manufacturing 
sector the investment promotion agencies and the experts are in general agreement. 

The fact that the plans of companies and projections of industry experts so often differ 
from the expectations of promotion agencies provides an opportunity for EPZs to benefit by 
targeting their efforts on these industries that are being underserved by other investment 
promotion agencies. This would be a particularly valuable focus if EPZ managers could identify 
policy changes that would make their zone more attractive to the underserved industries.   

Here are a few more projections.  In a surprise change of position, China has joined the 
United States, Germany, the United Kingdom and France as one of the top five sources of FDI 
worldwide. Japan dropped to six spot. 

While most promotion agencies are more optimistic about increased FDI flows to their 
country, African promotion agencies seem to suffer from the least objective analysis of the 
situation.  While 92% of the agencies expected increase in FDI flows, only 19% of the 
transnational corporations are so inclined.  And there is a sharp falloff in the attractiveness of 
African countries to investors after considering South Africa’s modestly strong rating.  Unlike 
the rest of the world the expectations are that South Africa, China, France, Italy and the United 
Kingdom will be the biggest FDI sources in Africa, with the United States only in seventh place.   

In Central Europe and Asia there are not wide discrepancies in expectations of promotion 
agencies, experts and corporations.  However, Latin America shows wide discrepancies, 
although less than Africa's.  In Latin America, Spain and Canada are expected to be top investors 
along with the United States and Germany.  China and France fall back to six and seven spot as 
sources of funds. 
 The national investment promotion offices are more optimistic that investors are experts 
about the possibility of Greenfield FDI while the experts and industry expect higher levels of 
mergers and acquisitions.  Also, about a third of the promotion offices believe that they will be 



 

able to offer additional incentives, and are further liberalizing of their economies in order to 
attract investors.  They believe they will also focus their promotion efforts more tightly.  

The Spaghetti Bowl of Regional Trade Agreements   
 In December UNCTAD published Study Series Number 27 focusing on Regional Trade 
Agreements (RTAs).  While stating in the Introduction that the purpose of the paper is not to 
engage on whether “regionalism is a ‘stepping stone or stumbling block’ to multi-lateral efforts”, 
the paper does highlight many of the ways in which regionalism has been a response to the 
ineffectiveness of multilateral negotiations over the last decade.  

 Generally, the paper highlights the same issues raised in my Cairo speech last April.  This 
includes the heightened interest in RTAs between already existing RTAs, the WTO-Plus nature 
of these Agreements, the increasing intrusion into domestic policy of developing countries, and 
the South-South as well as North-South nature of the Agreements.  The report also notes the 
increased interest of these Agreements in the service sector.  The report spends some time 
focusing on Special and Differential Treatment (SDT) within the context of RTAs between the 
North and South, although this is rather sterile ground.  The relatively small-scale nature of 
RTAs compared with the WTO obviates the need to have SDTs codified.  By using an ad hock 
approach, the RTAs have avoided sinking into the morass that has stalled the multilateral efforts. 
 Of interest to EPZ managers is that there is a continued expectation that Regional Trade 
Agreements will continue to flourish regardless of what happens in the stalled WTO talks.  Even 
countries generally focused on multilateral negotiations, such as Japan and South Korea, have 
begun to actively pursue RTAs for fear of being left out and discriminated against by other RTAs.  
EPZ managers should get close enough to their trade negotiators to ensure that they are aware 
of any regional or bilateral agreements under discussion, and that the products of their zones 
are included as domestic product under the RTA. 

Pakistan’s EPZ Set to Expand 
 The Chairman of the Pakistan Export Processing Zone Authority, Lt. Col (retired) Syed 
Akbar Hussain, said that despite unfavorable conditions in the world, the EPZ grew 57% in the 
last fiscal year, and total exports reached a record US$1.3 billion.  As a result, the Federal 
Minister for Industries, Production and Special Initiatives, Mr. Jahangir Khan Tareen, said that 
the performance of the Authority was praiseworthy, and the EPZA would receive his full support 
and cooperation in improving their policies, and making them competitive with the rest of the 
world.  He also noted that the EPZ program would be further strengthened by taking bold steps 
for the establishment of more EPZs and Special Economic Zones in Pakistan.  One of the bold 
steps being taken is a reapportionment of the EPZA’s Board of Directors to give more 
representation to the private sector. 
 Recently, four EPZs were established through the private sector, and further private 
sector or foreign owned EPZs were being established in two other sites.  In addition to the above, 
nine more government-sponsored EPZs or Special Economic Zone sites are under consideration, 
and are in various states of implementation on about 10,000 additional acres of land.  One of the 
new EPZs is the Saindak EPZ which is being operated by the Metallurgical Construction Co. of 
China.  The company produces copper, gold and silver out of Pakistani ores, and generated more 
than US $45 million in exports last year.  Such natural resource EPZs are rare. 


