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WTO Begins to Recognize Doha Crisis 
 
 Amid continuing impasse and shattered deadlines, senior WTO officials and negotiators are beginning to 
recognize the potential for a trade negotiations crisis at the December WTO Ministerial Meeting in Hong Kong.  The 
two ways to respond to this crisis are to downplay the expectations of a substantive agreement in Hong Kong, or to 
have the major players become more flexible in the negotiations.  Despite the claims of success and compromise you 
will hear over the next six months, expect to see sharply lower expectations for the Hong Kong meeting.  Even that 
may not be enough to prevent another ministerial meeting passing without a substantive Ministerial Declaration.   
 
 EPZ managers should continue to urge their governments to engage in bilateral and regional trade agreements, 
particularly those that provide for accumulation of the value-added among regional members.  The fact that Japan 
and Singapore, two countries who recognize they have the most to gain from multilateral negotiations, are now 
focusing heavily on developing bilateral and regional agreements, indicates that this is both the direction that trade 
negotiations are going and the low expectations of sophisticated countries in the multilateral process. 
 
 EPZ managers also need to maintain vigilance for measures at the WTO that may impact EPZ operation.  In 
particular an extension of the ability of small middle income countries to offer tax incentives for exports ought to be 
discussed at Hong Kong.  However, no specific help or hindrance is likely to come out of Hong Kong, and the issues 
will stay alive until at least the 2007 meetings. Other areas to monitor include geographical indicators on 
manufactured products, trade facilitation measures, other subsidies and countervailing measures, the service sector 
talks, and special and differential treatment. 
 
 EPZ managers who hold a particularly strong position in their government might begin raising the issue of 
scrapping the Doha Development Agenda (DDA) as a framework for negotiations.  It is the flawed framework of 
DDA that is putting the multilateral negotiating process in crisis and not any specific issue.  Progress will not be 
made until the DDA framework is either ignored, amended or abrogated.  The sooner this is done, the better, but it 
is not likely to happen until after Hong Kong and maybe not until 2007. 
 
Landed Duty-Paid Payment System not “Hassle Free” for Exporters  
 
 The Ready-Made Garment (RMG) industry is undergoing dramatic transformation worldwide.  While many 
are aware of production shifts potentially caused by the elimination of quotas in January, fewer are aware of the 
dramatic shift in payment practices being demanded by buyers.  The old standard Letter of Credit (L/C) system is 
being rapidly replaced by the Landed Duty-Paid (LDP) System.  Under LDP the exporter is responsible for 
completing all the formalities and paying duty, if any, at the port of entry and then transporting the merchandise to 
the doorstep of the importers.   
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 For good reason, buyers consider the LDP system to be “hassle-free”, and it permits more accurate comparisons 
between different suppliers.  The hassles, however, have not disappeared, but have been transferred from the buyers 
to the exporters.  All of the risk of import regulation changes, duty changes and transport losses are being transferred 
to the exporters.  In addition, the exporter must bear the financial costs of having payment delayed by the time it 
takes to transport the RMGs from his factory to the importer’s warehouse, a time period that is measured in weeks or 
months.   
 
 There is an opportunity for EPZs to develop financing and insurance services to help their clients cope with the 
substantial costs this change entails.  Because the EPZ management should know their investors, financial 
institutions could be induced to offer better trade financing rates to EPZ companies than to lesser-known companies 
outside the EPZs.  EPZs could organize insurance syndicates to cover the duty risks, transportation losses and 
regulatory risks now being imposed upon the exporters.  Doing so would not only make zone investors more 
competitive, but might also offer increased revenue to zone operators. 
 
 
All Aboard for a Floating EPZ 
 
 Service jobs, such as software programming, legal and medical services, technical writing, and even illustrating, 
are a fast-growing sector of EPZ businesses.  However, some companies are finding the distances involved, 
language problems, time zone shifts, infrastructure problems and cultural problems are limiting the benefits they 
receive from outsourcing their service sector jobs.  This, coupled with the difficulty of getting work visas into the 
developed countries, and the high likelihood that immigration rules (mode 4 provision of services) will not be 
liberalized by the stalled WTO talks, has caused two entrepreneurs to suggest mooring luxury cruise ships off the 
coast of the industrial countries, and filling the cabins with software engineers, and other service providers. 
Temporary immigration work visas are in such short supply that the US government allocated its entire supply of 
such visas for 2005 in a single day. 
 
 Under the plan workers would spend four months on board, and then get two months vacation. On board they 
would be able to focus on their work as the company would provide free medical care, lodging and recreational 
facilities.  Presumably, as crew of the ship, they would also be able to come ashore for shopping and entertainment, 
but by working and living on the ships they would not need residency or work permits.   
 
 Clients from the developed country could be ferried by helicopter out to the ships for meetings and to review 
work progress.  The trips would take a few hours instead of a few days or weeks that such trips now take to visit 
distant lands.  Taxes on companies and individuals would be governed by the registry of the ship, and could be 
specially designed to encourage the investments and employment of their citizens. 
 
 
Short Notes-Southwest Asia 
  
 A new Indian SEZ was approved on April 25th on 90 acres of land at Adityapur in Jamshedpur in India.  The 
proposal for the Jharkhand SEZ had been pending since August of 2003.  The zone will focus on the export of 
automotive parts.  The government has also requested the establishment of an agricultural SEZ, but that proposal is 
still pending.  Jharkhand is a newly formed and landlocked Indian state located just west of Calcutta and formerly 
part of the state of Bihar. 
 
Korean Export Processing Zone in Bangladesh is still in limbo.  In 1999, Korea made a substantial commitment 
to Bangladesh.  It purchased just over 1000 ha (2492 acres) of land in Chittagong to start the first private EPZ in 
Bangladesh.  It has so far invested more than US$16 million in the EPZ, and yet has still not received its operating 
license, or any valid reason for the delay.  As a result, Youngone Corporation has diverted more than US$40 million 
of its own investment in textile and garment factories to Vietnam, China and India in just the last three years, and 
perhaps a similar amount of investment by other companies has not taken place. 
 
Dubai Ports International has taken over operation of the Rajiv Gandhi Container Terminal at the Kochi Port 
in India.  Kochi, formerly Cochin, is on the southwest coast of India in the state of Kerala.  The takeover is the 
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beginning of a US$1.7 billion program to modernize the port.  The project includes obtaining Special Economic 
Zone status for a yet to be built international container transshipment terminal on Vailarpadam Island. 
 
MMTC Ltd. plans to set up six free-trade warehouses in Kandla, Noida, Ennore, Haldia, Mumbai and Kochi.  Each 
warehouse will cover at least 5 ha, and require an investment of about US$25 million.  The concept of Free Trade 
Warehouse Zones (FTWZs) was set out by the Indian Government Foreign Trade Policy in 2004.  The warehouse 
offers duty-free and licensed-free imports exempt from Indian income tax and service taxes, and are outside of 
Indian government currency control. 
 
Sri Lanka saw exports increased by 19.8% during the first two months of this year.   
 
Bangladesh, taking full advantage of its LDC status in the WTO, offers a bewildering array of export subsidies.  
These include cash incentives of up to 20% of export value on frozen shrimp to help local companies compete 
against more efficient foreign producers.   
 
Pakistan is proposing to offer 6% “Compensatory Rebates”, amounting to US$134 million to its textile industry in 
order to encourage export growth.  Exactly what it is compensating for is not clear. 
A special committee of the Cabinet has proposed exempting the Gwader Special Economic Zone “from every kind 
of federal tax for up to 30 years”, with a possible extension of another 20 years.  However, the government has not 
made a final commitment. 
 
 
 

 


