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WEPZANEWS 
 
Health Notes 
 
 I would like to apologize for the lack of contact over the last few weeks.  I am now 
back at work after undergoing unexpected surgery on May 25th followed by some very 
unexpected complications.  All seems to be well now, and I will be trying to catch up on 
correspondence and other matter in the coming few weeks. 
 
WTO Keeps Sliding Backward 
 

The charade that is passing for negotiations at the WTO continues with a great deal of 
sound and fury that signifies nothing.  Highly touted advances are countered by obscure but 
significant setbacks.  For example, a US suggestion that the agricultural negotiations focus 
on areas where there is a realistic chance of progress was countered by the European Union 
with a demand on a balanced package, not only among the three tracks of the agricultural 
negotiations, but also maintaining balance within each track.  This creates a situation that 
effectively undermines the negotiations, but sounds reasonable to constituents.  

Incredulously, in the TRIPS (intellectual property rights) negotiation, which 
according to the chair "are going nowhere", the EU chose the mid-July meeting to introduce 
new and controversial issues regarding WTO oversight and enforcement of TRIPS 
compliance.  While compliance with TRIPS is woefully inadequate, the final six months 
before the December Ministerial Meeting is not the time to raise such a broad and 
controversial issue by a party that claims to be interested in seeking agreement in Hong 
Kong. 

As if to underline EU duplicity in the agricultural negotiations, the EU was unable to 
agree on a budget during its mid-June Summit.  The reason for this impasse was the desire of 
France and other EU countries to continue to squander 40% of the EU budget on agricultural 
subsidies.  The same subsidies the EU has conditionally offered to eliminate at the WTO.  
Obviously, the EU has no intention of eliminating the subsidies, or the issue would not have 
caused an impasse at their Summit.  One can infer that the EU does not expect the Doha 
Round to come to a fruitful conclusion on agriculture anytime soon. 

To make the impasse certain, a similar tactic is underway in the service negotiations.  
Already in deep trouble because most nations have not made the required offers, and requests 
the proposal was set forward to require "minimum benchmarks" from all members.  
Bizarrely, this was claimed to encourage less ambitious members, although the obvious 
outcome will be to alienate less ambitious members, increase distrust of the process, and 
make agreement much more difficult. 

The next time, to highlight the depth of failure and the gutting of the Doha Round of 
any meaning, will be a mini-Ministerial in Dalian, China.  You can anticipate that the 
outcome of this meeting will repeat some of the agreements made in July of last year and a 



 

 
2 

substantial watering down of expectations for Hong Kong.  The July meeting will suggest 
that if Hong Kong merely produced an agreement on how the members will talk about some 
of the key issues (modalities), it should be called a success.  After Dalian, expect to hear that 
the WTO staff and diplomats will be taking a month-long "summer break".  Successful 
completion of these negotiations is nowhere nearly as important as a good beach holiday. 

When they returned from vacation, the WTO will be headed by a man who ran for 
office by claiming he was not responsible for what he did in his former job because he was 
only following orders. He also said he would exhibit the same irresponsibility if he were 
made Secretary General at the WTO.  The fact that the organization chose such an 
unimaginative follower as Pascal Lamy to be their leader clearly indicates that the members 
are not looking for leadership on trade issues to come from the WTO; and it won’t.  It also 
marks the capture of the WTO by the multinational diplomatic corps: a group that is greatly 
less effective than the national politicians that had previously lead the organization.  In Mr. 
Lamy's six year term EPZ managers should expect to see the WTO decline in relevance.  
For example, I would not be surprised to find the Doha Round lingering on in various 
ways through the end of his term. The organization will lack the leadership to either 
conclude the round or abandon it.  EPZ managers should encourage their countries to 
promote trade opportunities in bilateral and/or regional contexts.  They should focus their 
time and resources in developing other avenues for expressing their trade needs. 

At the WTO EPZ managers should help their representatives to understand that 
they should not accede to consensus out of weariness at the process that they do not intend 
to carry out.  The WTO is not like the ILO where insincere agreements are common but 
largely unenforceable.  They should also not abandon the WTO as the organization has an 
unrealized potential and valuable role to play if the members can agree to limit its scope 
and get it focused again on improving trade practices. 

In discussions at the WTO Taiwan Customs revealed that in a survey of customs 
users over half listed "immediate clearance of express consignments" as one of their top three 
priorities.  Establishment of an Express Division has reduced clearance times from 48 hours 
to just 2 hours. 

 
EPZs equal economic freedom 
 

The Heritage Institute for just over 10 years has published an Index on Economic 
Freedom for many countries around the globe.  It has shown a strong correlation between 
high levels of economic freedom and high levels of per capita income, and a good correlation 
between improvements in economic freedom and the growth rate of both developing and 
developed countries.  In a forthcoming article WEPZA Director, Robert Haywood, will show 
that the wide array of free zone incentives directly impact the effective index of economic 
freedom for free zone investors relative to the rest of the country.  Indeed, in most instances 
successful free zone policies improve the index of economic freedom by one or two 
categories.   

The items included in the Index of Economic Freedom are listed below.  I would be 
interested in hearing specific stories from EPZ managers on how they feel their EPZ 
incentives affect any of these items relative to the rest of the their country.   
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Factors in Index of Economic Freedom 
 

1) Trade Policy-Open Good 
2) Fiscal Burden-Low Good 
3) Government Intervention-Low 

Good 
4) Monetary Policy-Stable Good 
5) Capital Flows and Foreign 

Investment-Free Flow Good 

6) Banking and Finance-Options 
Good 

7) Wages and Prices-Flexible Good 
8) Property Rights-Protected Good 
9) Regulation-Transparent and Few 

Good 
10) Informal Markets-Many Bad 
  

 
Each of these 10 factors counts equally in reaching an average and are scored on a 

scale of 1 to 5.  A low score indicates a high degree of freedom and a high score a low degree 
of freedom.  Countries are divided into ranges: 

 
1.0-1.99  Free, 
2.0-2.99  Mostly Free, 
3.0-3.99  Mostly Unfree, 
4.0-5.0  Repressed 

 
As an example, high average tariff rates in a country, over 19% gets a score of “5”, 

while no tariffs would get a score of “1”.  Since most EPZs have no tariffs and few non-tariff 
barriers to trade, an EPZ environment may be 4 points better than the non-zone environment 
if the zone were in an otherwise high tariff country such as India where average tariff rates 
are reported to be 21%.  This change alone would bring India from a “mostly unfree” score 
of 3.53 to 3.13.  Lower tax rates, less regulated foreign exchange and capital movement, less 
government intervention, smaller informal markets, and more limited price controls in the 
zones of India may better its score by another full point thus giving it a score in the lower end 
of the “mostly free“ range.   

In some countries the “Right to Establish” and repatriation of profits would improve 
the scores for Capital flows and Foreign Investment.  The ability to keep their books in a 
foreign currency and access to foreign currency borrowing and accounts could lower the 
impact of an unstable Monetary Policy as well improving Banking and Finance ratings.  The 
ability to take disputes to international arbitration might improve the property right score.  I 
am still researching how EPZ incentives affect these indicators and would really 
welcome your thoughts.  Responding zones may see their incentives featured in the 
article. 
Computer By Quanta? 

 
The June 9th Wall Street Journal, reports that unknown to most Quanta is the world's 

biggest maker of laptop computers producing nearly one quarter of the world supply for such 
companies as H-P and Dell.  Along with smaller Taiwanese competitors that collectively 
make 80% of the nearly 50 million computers shipped last year, Quanta has shifted much of 
its final assembly to China.  Its final assembly however may not be the final assembly of the 
computer which may be done by its competitors closer to the market.  The computers it 
completes are assembled to customer specifications on a secondary assembly line.  98% of 
these orders are shipped within two days.  EPZ managers should note that speed to 
market pays big dividends in gaining market share. 


