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Buying Investment 
Companies in more advanced developing countries such as Mexico, South Africa, Brazil and 
Singapore are attracting investment the old-fashioned way.  They are buying it.  In the first 
seven months of this year the Wall Street Journal reports 70 acquisitions of American 
companies by companies from countries like China, Hungry, Mexico and Israel in addition to 
the other countries listed. 
 
Developing countries have a current account surplus of nearly US$300 billion this year.  
China will only earn one quarter of this.  Many are eager to invest the surplus to gain access 
to American markets and knowledge.   Such investment is also driven by the perceived long-
term attractiveness of the US economy.  EPZ managers in these countries should pay 
attention to such acquisitions, and look for opportunities to attract investment from the newly 
acquired firms and their local parent companies. 
 
China's Currency Float 
China's new managed float of the Yuan may have relieved some political pressure, but it is 
not likely to have any significant impact on trade volumes in the near future.  Indeed, from a 
US perspective, the float may actually slow adjustment of the Yuan to the dollar if the dollar 
strengthens versus the Euro due to higher US interest rates, and lead to a slightly more 
competitive currency than when the float began. EPZ managers should not expect a miracle.  
However, they might want to look to China for investment.  Chinese companies are 
expanding into many parts of the world. 
 
WTO-Services 
Charles Finney at TechCentralStation.com, and former New Zealand trade negotiator, has 
just noted that the WTO service negotiations are going nowhere.  He quotes former WTO 
Director-General Supachai as saying that among the various offers on the table "Few, if any, 
provide new business opportunities to service suppliers."  He notes that in most developed 
and in many developing economies services provide more than 60% of the country's output.  
For New Zealand, 28% of exports are now generated by trade in services.  For some small 
countries, such as Luxembourg, it is over 70%.  This lack of progress in the Doha Round is 
no surprise to EPZ managers who have been following this newsletter.  However, it does 
emphasize the need for EPZ managers to develop a strategy to provide services, not just 
manufacturing, to the developed world.  For quite some time services are going to be 
provided by various means that do not include increased migration from developing 
countries to the developed world.  Some services will be provided via electronic 
communications, others through service infrastructure, and others in the temporary physical 
transport of both materials and people.  They are great opportunities in nearly every country 
for EPZs to take the lead in developing tradable service products. 
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WTO-Why it is in Crises! 
When an organization is having a massive failure such as the WTO is having with the Doha 
Round, it usually helps to go back to the purpose of the organization.  The WTO has three 
agreed upon goals: 1) to regulate trade, 2) to settle trade disputes, and 3) to provide a forum 
for trade negotiations.  It has been successful in all three.  The current failure of the Doha 
Round affirms that the WTO was not set up to be a development agency, to promote free 
trade, to set global immigration or investment rules, or to meddle in other domestic 
programs.  It won’t succeed with such an agenda. 
 
What the Economist calls "kerfuffles over bananas and ball-bearings" is at the heart of the 
WTO's purpose.  The fact that the WTO can limit the EU's unjustified discrimination against 
the most efficient banana producers in favor of high-cost former colonies directly increases 
world welfare.  If the EU wants to subsidize its former colonies, it can provide larger 
subsidies at less cost through other means than promoting inefficient economic activity in its 
former colonies and high prices in the EU.  It also helps that there is a way to put limits on 
the US's abuse of antidumping laws and limits on Japan's responses to such abuse.  It helps to 
prevent truly catastrophic trade wars.  These results of the unique Dispute Settlement System 
(DSS) are far more important elements of the WTO than the misguided Doha negotiations. 
 
The negotiations are misguided largely because the WTO is not a development agency, and 
the extreme focus of the Doha Round on an irrational "development agenda" indicates that 
the WTO has lost its focus, and is suffering from catastrophic mission creep.  It is trying to 
become broader based and more "important" than it was designed to be, and the design is not 
up to the task.  It is not the first organization to suffer from excessive grasp.  It is not 
surprising either given the pressure from "civil society" (NGO's) for the WTO to take up 
spurious issues. 
 
The WTO was given the only effective Dispute Settlement System (DSS) in any international 
organization, and thus everyone wants to bring their pet issues into the WTO.  Nearly all of 
these issues don't belong in the WTO.  The DSS was based on the premise that there was full 
agreement on the rules of trade, and the new issues are all far too controversial to be 
negotiated in the WTO system, and thus gain access to a binding DSS system.  For example, 
if the nations of the world want to enforce labor standards they could give the International 
Labor Organization enforcement powers or a DSS system.  For nearly 90 years they have 
chosen not to. Why? Ask the ILO. (It has to do with the true lack of agreement on the 
standards passed by the ILO, and the reason many are not ratified and binding on member 
states.)  Trying to move the labor standards into the WTO forum bogs down the WTO, 
undermines the ILO, and subjects sovereign countries to risks they have no intention of 
accepting.  
 
If the WTO did not exist, we would have to invent it to regulate trade, settle disputes, and 
provide a forum for negations.  It has a valuable place in world affairs.  Its place is just not 
the place its current critics and advocates want to take it. 
 


