Introduction

Today, the glotal trade regime 15 a rules-based political
svstem where the rules fowing from internalional
agreements (hat seek to promote and stahilize soo-
nomic exchanges between countrics are ranged again st
the regulatinns of nativoal governments thal olten
stk to restrict those exchanges, The purpose of the
Imtermational mules is b0 reduce the protectiomism of
national regulations, but cven moee o reduce the
uncertaingy and wnpredictability of international trade
relativns, and to promote stability, The wask of this
chapter will be to show how the glohal trivde regime has
heen establistied through the actlons af trading coun-
tries over the past 1530 vears, and hosw [ hecame institu-
tionalized inthe World Trade Organtzation (W T,
The global trade regime of the late twenticth and
eiltly twenty-frsl centuries is based on three compon
enis trade, natonal regulations, and internatonal
arreements. | rade andd national regulations have beeny
i theme and counterpring throughout much of his-
ety i the sense that when national regulutions
rocoded, trade Mlourished; and when those regulations
intensified, trade languished, o this combinatlon can
be added the thin factor of international agreernents,
by which countries actempt fo establish international
rules thal woald restrict their own (and clher coun-
fries’y capaclty o inlerrupt  internmational  trads
through mational repulation. Rules and regulations
dppar o be inherent in our highly ordered Tives, and
the iruny is that in order o reduce regulation of one
kind, it sequires the intercession of sules of anuther
kind. The imprortant issee is where the rmiles or regula
tiars vome from, and whether their purpose is to
reduce or expand Lhe soope of our ceonomic actvity,
Trade, which is o staple of cur modern globl podit-
cal economy, 15 also & histeric and even prehistasic
phencmenon. [Ewas important boomdny ancient and
medieval powers. Trle liy at the contre of slate rev.
erue and state power i ancient Athens, Ftolemaic
Egrpel, the Itslian city states of Venlce, Florence, anil
Crenca, and the German Hamseatic League, Nowhere
was this clearar iban in angient Athens, which devel
aped though commerdal activties and al its heighe
wias iotally dependent con trade. Athens exported sibver
and nlive ail,and the boundarios of 108 trade have hesn

charted over time by the shards of pottery wrns that
have been discovered (hroughout the Mediterranean
region. In return, the Athenians were dependent an
the import of grain, whick was essential o maintain
the population of Athens o an ad region.

In examining the glohal trade regime, trade is by
necesslly ihe statting point, but goverpment is
eoually part of the story, This point hasbeen nbserved
by many writcrs, but perbaps was expressed mnst
effectively by Jubn Condliffe (1950 27 s follows:
The baginnings ot trade arc to be found in the coter-
prise of groups ind individuals, but regulation and
taxation of trade are almost as old as oade iself In
Eracking history, if enterprize is Lhe thieme, reguladon
is the counterpoint. As svom as the rack begins o be
beaten out, cstablished authority inteovencs o con-
tral and levy tells upen the maders.”

Eurly trade was a primitive exercise in economic
ertterprise. The means of regulating Irade were equally
primitive. The earliest means were tolls, which wepe
eadcted by local leaders lor the permission to pass
through territory, or to made, ar simply fur protection.
From the earliest time, tolls were an expression of
milivary contre] and polidcal sovereignty, and if one
controlled territory, ome could exact trolbute theough
todis it will This resulted na greeal hindrmee o trade,
especially In Europe, which was divided into many
srnall jurisdictions during the Middle Ages,

A e modern method of regulation than tolls
was the taniff, or custorne duty, which we now recags
riiee s i percentage tax added fo e price of imported.
goods. Tarilfs are still with us today, bt they ame
amng the pldest functions of govermment, The pur-
puosc of early 1ariffs, whether on imparts or axports,
was Lo riise revenue, Tariffs were elfectivee for this pur-
pose, for hy the beginning of the eighteenth century
duties on imported goeds Bad come to be the chief
aource o revenue in European cownifies, A further
function of the tariilwas o protect domestic produc-
ers from fereign competition.

linlay, protecionism 15 the main purpose of the
turdff. The revenue furidion is less important in
developed courtrivs as governments have found other
miete cffective means o raise revenues, although the




i still an impartant source ob revenue inosome
ping countrles. However, as i In demonstrate
pingenulty of government regulatnrs, now forms of
peection heve arisen which are collectively known as
tarill measures (8 Ts ) These measures have now
s more important than tarlffs, the latter having
greatly reduced (again, mainly between devel-
d countries) by successive trade agrecments under
pryctal Agreerrient on Tarkfes and Trade AT
B regulations that have restricted frade i recent
siles have been the work of natinmal gosrcrmmnents.
those same governments have alse neached inler-
sl agreemeniswith other governments atbempt-
peo cunstaain The extent to which domesdc policics
d restrict the froe flow ol inlernational trade.
agreements started a5 simple undertakings
e peoples as to how [heir commarcial relations
b conducied, and trade agreernents are almost
d s trade self. For example, commerclal treatics
heen discovered betwesn the kings of ancient
and Babwvlonia giving the parties the right to
dhuties on the merchandise of tradees ar travellers.
modern timnes, such treaties have been
tul in establishing the rules wherey trade

and depression

act of government reguiation on trade waswell
gerstood by the ningteenth centtury from the writ-
of Adam Smith ard other poliocal cooncamists.
th noted thal in addidon to ising revenue, tanfs
had the cffect of protecting domestc producers
fioreign competiton, something smith and other
a5 memerally viewed wilh disfavour. As a polit
enit, howeser, the effort e curiail protec-
st regulation did not begin until the Reform Act ol
in Enpland. A carmpaign for froe made hid begun
g British merchants in the second quarter of
nincteenth century. The campaign was part of 2
der effrert of political relorm in Bogsh society, and
pertual sucress resulted inpart from the polidcal
hignment introduced by the Keform Act, The cam
pen v Led by Kichard Cobden, who demnnstrated
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could be cared on betwesn different  political
jurisdictions.

There has been @ close reladonship between rade
and cummnercial rreates down through history, o the
exlent that it accounts for much of the diplomatic
pracce between countries. An important watershad
In this relationship occurred in the mid-ninetesnth
century with the Cobden-Chevalier {or Anglo-
Frenchl Treaty of 1860, This treaty initiated a brict
period of Itheratized tmade befween the United
Kingdom and the Continent, which cnded with the
world depression of 1873-06. Hiwewer, Ihe Ireaty
demenstrated that trade sgreemen s could serwe asan
elfective means of trade liberalization by alleviating
same of the worst eltects of compedtive national
regulation, and it set the stage for the depluyment of
trace mewotistivo in the iwenticth contury,

Key points

« e internadonal made regime I5 based on thres
componerts; trade, national regulatione:, and inler-
natienal agreaments.

torical antecedents: 1860 to 1945

the impartance of pragmatic lesdership in promoting
the ideal of froe trade, In 1548 Britain repealed the
Corn Laws, which provided high protection in agricul-
tural products, and followed up thisaction with ascrics
of administatve aml diplomatlc measures over the
next two decades that put free trade ino practice,
beanmwiiile, cn the Centinent the French free trade
mereEmieni had sowght to comdnee Lhe goaernment ul
[ natls Mapoleon to reciprocate the British move toward
free traule thal was Inidated by the repeal nf the Corn
Laws. Mo action was taken until the opportunity #mse
to Incorporate a tarilt negodation in a cammercial and
political treaty with Great Britain. The Cobiden
Chevalier treaty of 1860 resulted, which later helped to
open the Fronch market to British manufsciures
Bosecmnde 19561

The European systerm enjopod a briet period of liheral
commercial exchange that starbed In the 15305 and
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lasted until the 1670s. This period was economically
dominated by Gocat Britaln. The Napalennic Wirs of
the varly 16005 had left British manutactning capebil-
ities unscathed, and following the wars Britam's ero-
namic strength aliowed it o become the leading
creditns country in the world, Dritain prosided gid and
loans o Furcpean natinns and had large exports of
turcien Investinent, mosthy fo fhe Unibed States and
british colnnies in Asia. Tn sum, the mid cerbury
perivd of free Hade essentally originated in the domes-
He: peditics of Great Heitain and spread o the nations of
Europe through the mechanism at international com-
mercial treaties. The Eurppean commitment to free
trade was considerably less enduring than the British,
arad it tursed arvund quickly in the face of depression
atber TR, Fio Ihe Eﬂtljh. lrmseae T; frec trade was t]]'l'
principal commercial policy of the nativn untl well
after the birst Warld Wai,
Protectontsm  reasserted tsell in Europe as 4
stralghtiorwand responss b0 hard times, Owin gtoa
series of Tapid techmological improvements in fhe
mid- 1850k, the comparative advantage in g rairn oo
ing shifted decisively to the New Warld, with the
result that grain prices fell sharply in Enropean mir-
kets: At the same time, 4 slump occurred in industrial
production, which continwed ke over two décacdes o
the furm of Low prices and low return on citpital for
marufactured products. Infernational competition
became severe, and in all countries there were strng
pressires an. protoctlon against imports. One by one,
mational gnwrnm:-nts succumibed 0 the pressures,
ind reversed the period of reladvely (eee trade that
had bren establishied prior to misd-contury. Austria-
Hungary raised taniffs in 1876, and Italy foliowed in
1B73. In 1879, Germany shifted to a protectionist
policy and sn, hevsuse of its size in the BEuropean e
nomy and its philosophy el rationalism and mercanc-
ilism, sera protectionist tone far e overall SVELE,
France respunded o Gesman protectionism with
festrictions of I8 own, and for s pare, the Uniled
states continued the profectionism i had pursuzd
throughout the nineteenth century. The United
Kingdom, the Low Countries, and Switredand, how-
ever, resisted Lhe rmoree toward hit:;'“:'F ariffs, hui Iy
the end of the century, the UK was the only AT
natinn practising free tnule (Kindicherger 1951],
Phee slepression that began in the TRFDs alsoushered
inalenglby period of prodactionism thal never really

turned dround untl afler the Scoond Wiorld
the garly purt of the twendeth century,
natenalism, und then war in 1914, exacerhite -
protectinmist trend that was sleeady well estabiis
in respanse to the economic conditions of the
18005, The war broke up an imperfect but '
equilibrium. between internal economic polich
trade, and pavments that kad existed under the g
standand of the nineleenth contury, The war g
tuced enormuous dislocation that was evern mone -
ions i cconamic termms than the destruction that
occurred. The results were maladjustments to the
flow of Tahour, Gapital, and gy, which ¢
Impediments to éconumic activity that lasted
inta the 19205, Bul continocd war planning
plaved an foporzant role in the Furnpean monts
after 12, In the ealm of economic palicy, war pls
ning took the form ot mescantilism, snd later a bil:
eralism (lkat is. a focus an negotiating g e T TR
with individual trade partmers ralher than thes
an Intermnativnal organization) inspiced by Mi
Liermany bul copivd by many ather countries, [ !
merdantilism and biliteralism were designed o pin
theinterests of the natinn ahead of the wider com
nity, und they Inevitably took their tell on Lhe pos
nomic performance of the overall system.
practice of both mercantilism and bilateralism,
war itbelf, was an expression of nationalism 0 ee
A policy,
The breakdown cof the internalional economic sy
tem from wear undoubtedly decpened the dlepression
within national economics, and riations made ellorts
at the international level to repair the demage. Tui
such efforts stimd out. The tirst was the Wedd
keonomic Conference of 1927, and the associated
Conference im Import and Expart Frohibitions and
Restrictions {(Shonfiehl 19761 These meetings were
aimed atcountering the trerd toward increased taciffs
Lhal wis oceurring in all countries during the 1920s,
Conntries initially apreed on @ rariff truce and an
agreement that would regulate quotas and oher
restrictions. However, the agrecment fatled to receive
suflicient slgnatures tu become nding, and the tariff
truce was larer discarded by indmidual counmoy
actions, The second eficet wis the World Foonomic
Laomnberenoe of 1953, ot which time counteies omied to
ichicve  an  internadonal  currency-stabilization
agreement amid wildly fluctualing eaxchange rates




hat were percelved to cause significant disruptions (o
' ational trade. This plan failed to attracl the
icans, and in the wake of the collapsed confar-
mce countrivs engaged In a periced of competitve
rhange-rate devaluations through the mil-19300s,

Reciprocal Trade Agreements
of 1934

ihe Unized States had emerged from the 1iest L alulll
aras the fargest oading nation in the worll; bence
as likely that domestic events affecting US wrade
nilithes wonld have 2 wide impact o commercal
fons in the international sestem. This was the
with two events of the ewly 19300 the
pot-Hawley tarlff of 1930, and the Reciprocal
e Agreements Act of 1934 (Tasca 1934), 1 he for-
¢ was the culminalion of a tremd toward protec-

o The latter was the beginning of @ i
Theralism which was interupred by the
d World War but then contiowed into the pre-
These twao events were imajor watersheds incem
pehicy, and probably more important than
e Second World War becausy they were economic
s priginaling o the world economic system,
per than belng the seonomic results of upheaval in
atermational political svstem
Smmnol-Hawley Act of 19340 ralsed Us duties Lo
Tewels uned increased the scope of Larkff cover-
a5 well, The Act was nod @ dramatle turmabonl in
setionism, since LIS tarniffs voere already high and
@jor trading nalinns were protectionlst at that
g Rather, it represcoted a new level in the long
ment by mations toward closing off cheir
mies: I Torelgn imports. In the wake ot 1he
Hawley terifl and the etalistion by foreln
meries that it precipitated, world crade fell by atoul
ireds by the mid-19305. The breakudown of trade
330 veas plarming to Western governments, but
alarming was the process that haed led i
sakdowt., The Smont-Hawley At wias wiltien
mgressional committees (nat were essentially
to mrLaster he decatl that bad beoome Inherent
B major taniff legislation. Beocuuse of 1his eco-
Eilliteracy, and bacause ot the general sympathy
protectionism that had been created by the

that had bepun in the law anTL%

depression, Congress cusertial v extended protection
tor all those groups that demanded it. The spectacle
wias Phat of & gross eacess of the demaocratic process
and a loss of contrel over the cconueny by hoth the
U5 president and the congressional leadership,

The breakdown of trade took its toll on public
sympathy towsnd protectionism. The lanlff became
an lssue in the presidendal election nf 1932, amd
was attacked by Democratic candidate Franklin
. Buocsewell as comtributing w0 the deprissinn.
Following his clection, Konsevelt appointed Cordell
Hull as Secretary of State, a man whie was comumittes)
o the view that free madde was an essential ingredient
in wiorld prosperity and an evenomore important
ingredlent in intersaticnal peace and stabillry. Hull
and his officials began working with Longress to
prepare pew kar i1 legistation, and twe pears later the
legislation was enacted under the dtle Reciprocal
Irade Agrecments Act (RTAA)of 1934,

The RTAA produced a Tevolutiun in LIS and cven
internaticnal trade policy, The ceniral elemertt of the
BIAA waas that iz m}mmwd the president to lower (or
ralsed tariffs up to 30 per cent from Smcol-Hawley
Tewols in the course of trade negediations with other
countries, From the stapdpoint of American politics,
the WTAA transferned farniff-secting policy to Uhe presi-
dency, which could orgamze itwelf bureaucratically fur
the task, and away from the Congresa, which had ulti-
mately proven incapable of managing the warlff o of
discrirninating hetween the many appeals browght by
ennalituents for protectinn. This tansfer substantially
increased the control the government excrcised aver
trade pelicy, and it has been an essential part of the US
trade policy streciuse ever sinog 1434, From the stand-
paint of international pelitics, the KTAA was nevelu
tionary In that it implicitly acoepted that setling tarlff
rates cold no nnger be exclusively a unilateral palicy
by & matlom state, but was rather a bilateral macter o be
settied throagh negotiation, This acton was remirnis
cent ol the efforts by Michel Chevalier in the previous
century touse commerclal and political negetiaton to
reduce tde restrictons between Franoe and Britain,
sl il commenees Hhe ¢ Nangeeves frorm a prosection-
(st trawle pualicy that had existed since the 1870s.

[he US povernment pursued reciprocal lrade agres:-
ments with other countries as far as eeonomic clr-
curnstances afler 1934 would allow. By 1939, the
United Slates had concluded wenty-one agreements
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. Box 4.1 Most-favoured-nation principle (MFN)

i The maal-lavowred - nation prociple was intreduced into
tne trads agreements of the 19306 and wai incorpoeeted
a5 Article | of the Caneral Agreement on Tarills and Tracks
m 192 It reaquired SATT Cortracting Fartics 10 caiond Lo
all sigrialoesies Lhe benebts of any agrecmient that it might
ressth with sy other country (that is, the “most favoures
miation') in the CATT, The GATT peavided a forum. and a
lepal regime, within which countrics were encouraged to
negotiate and Lo reach agreements o lower t2ofs ona
reciprocal basis. Mormally a coantry {lar sxarnple, Greas
Britair woowikd conclude such an agreement on a bilateral
biasis wilh the principal sapplier of a good {for exampés,
an agreement wilh Canada o loweer the tanf an
WiINTer bmu,'-, bul the rasulling lowersd tanff would
| be accorded fooall countries exgaiting winler bools o

Gireat Brtan in this example, 1@ would 22 assumed that

Carada mighl reciprocste by lowering ifs tanff on

-
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which made reductlons in ahaout a thowsand dulies,
Allagreements were made on a most-favoured-nation
(MR nr noin-discriminatony basis, which slowed the
negotiation because L engaged mare pacties, but als
bor the sume reason cxtended more widely the Impact
of the agreements, The RTAA agresments wore suc-
cesstul in increasing the flow af International trade,
buil the greatest value of the programme was that it
prodided a corpus nfexpcrmn-_'ﬁ in trade liheralization
that became integrated after the Sccond World War,
The act of reaching bilateral agresments gave puvern-
ments the oppormunity to create machanisms fos lib

erlizing trade, which wias demonstmated by the fact
that most of the LA TT articles dravn upin 1947 were
taken from various agrecrnents reached during the
previous decade under the RTAA system. Forexsmple,
the escape clivse that became writton inbo Article
XIX of the GATT was drawn [rom an agresrment the
Lonitecd States peachied with Mexicoin 1942,

The reciprocal lrade progeammime way cormurrent with
asei chnge in Us and world public oplnion regarding
protectionizm and res drace, In T9HT, Hhe passage of the
arnoat-Llawley tariff ook place in an envlronment
favourabde b protectinnism, and withie a legishative
spslem that ercounged] protectonis pressure groups
ter press their demands wigorously, This can e con-
mastod with the climate thal exisled in 19554 when
the Repubdican Farty under Dwight Eisenbower

et B = T

anothar gooo on which Cozat Britain was the prncipal
supplier to Canada.

Tia eflect af the MMM principle was to elimaate discrim-
inaticet Detwean Lrade pariness, for copntries in principle
weang ol | have poe MEN tarif? that applied to all
olver countrigs, and therefare were prohibited from
applying dillerenl lasifls an the same product coming
from different countries. Mondiscemination intoduced
the problem of “free nding' where & country might Lass
anreciprocated bhenefits from o kwering of tadfts by othar
caunbris, bul this was regarded as a lesser problem than
that caussd b ervrlly discrimimatory tarf FII'I|iI:iI:5 The
overall pLingass of KEN and mon-discrimmation was to
create a undied multlatera! trading swatem, and bo pee
vent the international trade system from degenerating
into a balkanized system af regional prefeaenoss,
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reviersid its historic policy of protectionizm by exiend
ing the KIAA af 1954, [n the second case, public opin-
tom was much more suppontive of fres trade, ard there
wits pelatively Little cffective protectionist presswre of
the begislators, particulardy from the more importan
ocoonamic interest Froups inthe CLLTITTY [Bamer, Poo
il Drexter 19725, What appearced to have changed, nink
only in the United Siales huot alsa elssswbens, wis thie
prineiple o free trade versus protectionlsm, or m
precisely, the expectations thet people held as to which
princple was just and would nedinarily prevail asag
ertl rule, This chanes: coeated a more favourahle
nomic cnntexl lar the roajor cliamges in the world
1egime that occurred after the Second World War,

Key points

* Urrgamizen] etborts to establish freer trade in Bu
began in the middle of he nineteenth century,

= A lengthy perdod of protectlonism was lnitiated by
the world depression that began in the 1570, and
thien vortinued as a result of the world wars and
depression of the flesthallof the twentieth century.

# Lffoses b establish g liberal international trading
systemn were begun with the U5 Reciprocal Trade
Agroements Act nf 1934,



-war economic situation

e ascendancy of the Linited States in the early pust-
perind was immedlately evident in the play ot
ernational policy making. e terms of securiny pol-
Linited States took over the leadership of the
ermalliance. T he United States enjoyed o propon-
posidon in the formation of the Liniled
s aned ather post-wir international organiza-
Reconstruction aid io Purmope through the
hall Flan further demonsirated the primacy of
ited States in the Western system. In addilian,
soonomic hegemoeny could be demonstrasad
fgures representing three important sreas of
imternational coconomic svstem, namely inter-
nfal monetary payooenits, toade, and Soreign
mstment. In 1927, the United States held about
er cent of the monctary gold steck of the world,
nadecade ter, this Fgure b not dropped below
per cenit of the world's slock (Cnoper 1988), Thers
an acute shortape of US dollars over this perlod,
@ the dollar ilsali Fsegan bix serws d% o Toserve Cul-
sy forinternational pavments. Begarding trade, by
the Linited States accounted for ocarly 17 per
of watld trade, and 15 share was aboar one and
alf timies the share of Great Britain, the next

Inworld trade. By 19400, U5 trade was 20 per cene
erall world trade. over twice as large as that nf ihe
bealing nation (rreat Britain, and roughly
to the combined tedal of the three Tesdling
Hpean ecunormies, namaely Great Britain, France,
Wost Gormany. Finally, with regard o inreign
ent, the United States went trom sn indtial
ated stock of forelan investmeant of 7 hillian
Gt pver 5100 billion in 1973, The latter figuere
esen ted 51 per cent of tatal worlll tereign imest-
in that vear (Troaseatonal Carposabions 197R1
;a' cond :’:1I'|kI:'|H rraliaem in Iclrve'ip_ul investment in
B was the United Kingdum with 13,5 per cent, or
o onc-quarter of the Us towal. In swm, all of 1he
inglicators of internstional eeonormis perform-
demnonstrate that the United Slates was in a

e ITO and the GATT: 1947 to 1948

unicgue position of leadership in the first avo decades
of the post-war perind,

United Sates leadership resied relatively sasily on
other Western nations because [he security concerns
of the Cold War with the Sewviets encouraged those
ntions te be more willing to follow chan they might
otherwise have been, However, any svstem in which
are itionis dominantis Hkely o reflect thevalues of
thal nation, wiich was the cese ofthe trade Togme set
up under the GATT alier 19497, One American value
that was carried forward o the international system
was i celatively liberal pro-business anfl-governmeni
approachy to intecnational trade, which oo the
Buropeans was problernatic dus to the uncertain cir-
curnstances facing European econamies alter [he war
and their emphasis vn maintaining low levels of
unemploymaent. Fne the Americans, however, mmode
liberalization was an attractive goal In idealogical
Lerms, and it was alsy consistent with US national
interest, sice the Uniced Sates was lavourably posi-
tiored bo benetic from freer trade.

Acseoond Amenican value was that of multilateralism,
which was intended oo guarantes nosn-discrimination
Between all countries participating o the trade
regime. The Americans blamed the ‘closed" impserial
tradling Diocs the Buropeins created inthe inter-war
vears for the collapse of internalional trade in that
presiond, andd saw i roultilateralism a means to remove
trade restrictions. However, the Eurnpesns weremuoch
roare guirded, fearing that thelr weaker econamies
winild b unabsle to withstand the strain of multi-
lateral dade Uberalization. In the place of mulii-
latzralism, the Purcpeans prometied the victues of
repionalism, which later came to frudtion inche form
ing of the instilulions that led b the present-cay
Evuropran Union (EU1. Yet another American value
was a legal approacts tu interoationsl tade relations,
complete with the concepiion of & code of inter-
mational frinde law backed up by 2 mechanlsm for
scttling disputes between parties. For their prart
the Eurnpeans were wary OF & code spprosch to
inbernational trade mladon: and sought insbead
oo preserve their right o administrtive dizcretion
They preterred o build a post-war trading systemn on



practice rather than formal legal commitments
chardner 19457,

The result of the different approaches taken by the
Ulmiiten] Stinkes jnd its allios 15 thit the trade regime was
and hias alwavs heen hased on compeomise in the face
of policy disagreements. Because of its predeminant
position, the US approach prevailed In the maln on
maost issucs, but the rules that were negntlated were
cften riven with exceptinns that weakened the lagli-
sy annd effectiveness of the pegime, [t is important
when assessing the lrade regime to recall that il has
lwires been based on o negotiated consensus, and
that in the real woild consensus s often only
avhicved through compromises that are unpalatalle
tor b purists,

The rules of GATT

Ll bv the United States, the Sccond Wiorld War allics
allempled o oreate @ new structure tor the inter-
natlonal system fellewing the war, An essential pari
uf this attempt wis the Bretton Woods Conference of
1944, which estahlished the International Hank lor
Beconstruction and Development (World Bank) and
Hhe lintermational Muonetiery Furad (IMF)L Alung with
these efforts in the development and monetary flelds,
the alfies met in several conferenoes to establish the
architecture of an international trade regime. 1o thar
enicd, conntries conclhaded and signed an agrecment to
cstablish an [nternational Trade Organization (110
in 194, which was to compliete the triad of functonal
arganizalinns in the area of Infermalional ecomemic
1elatons. However, the U5 Congress falled to ratifv
thue agreemment, and without US involvement the ITO
would have heen brrelevant. In place al Lhe 10, coun
tries relied o the Geners] Agreement on Taciffs and
Trade (GATTY, which had been established im
1947, Loy prowicle stracture for the rapidly expisoding
trade system. The GATT itself was simply @ contract
ermbodying trade mles that were negotated during a
miililateral tacifl negotiation in 1947 The AT rules
wore partly i mechanism to ensure that countrics that
reduced provection by lowering tariiis did now relng
tuke Lhat protection thwagh other messares, The
GATT was never intended to function as an inter-
naticnal organizalion. The fac Phat the GA T cameto
look and funcoon like an international organization
is Ihe result ot o vrgely wnpliromed gl incremental

accretlon of pelitical and legal powers. It
inatifufion building by accident,

The GATT rules are conlained in the (hicty
artcles of the General Agreement (Jackson 1965
Perhaps the most important oule was that of nos
discrimimation, which is fownd in Acticles 1and I
the GeATT, Articte | is knenen as most-Gavoured-miab
principle (Ros 410 1 required That any advantiges
such asa loswered tarill—granted to aoather coriks
ing party would be immediately accordead to all
contracting parties, This obligation artcked the po
tice of bilateral tanff preferences, which were
mcnly emiploved bor politicel ceasons pricn to g
fecond World War, and which compartmental
and therefnre reduced the flow of trade b=t
natons. Anocther aspoct of non-discrimination
fevmet im Article 1L which obliged nations o toeat fos
clgn products—once they had besn imporied 8 '
duty pitid—no les Frvourably than domestic prod
uets In respect to taxes and other requirements. B8
general, Article [epsured a counmy could not discrin
inale extermally, and Acticle I ensured it could .
discriminate internally,

The Prj]h’.‘i]JlL‘ﬁl of external and internal
discoimination were ol #asy o estahlish in infeg
niativnal trade. For example, in the 1930s Articled
ann-discrimination, or most-Gavoured-pation freals
ment, would have required a country like Gres
Britain i giw anidher |.'-:_1||||1r_'.-' [every Mz .|:.L
thar did not discriminate against Bridsh trade th
same larifl rreferences it might have negotizted wit
it thitd country. This princple had the effect of el
ing econarmics over politics in intermsticnal relatics
and it was the sublect of intermal debale in We
countrics in the vears leading up o the Second YWorb
War, Simmilarly, Ardicle I rocn-diserimimtion wirs alse
tifficuls for mations to accept because 6 remove
a whaole range of policy wnls (such as internal 1ax '
ur distribution  regquirementst that  government
traditinnally used w extend preferential treatment
domestic products,

Min-discrirninistion cortinues to be the oo
stone of the international oade svstem. Artlcle B
rermzing 3 Dasic building block of the CeATT, arl
thicangh it has Been somewhat compromised by pr
crendal free trade agrecments, natlons negotiating
Ihcae agreemeants Bive Desn careful to ensuee £
preference arrangements did net introduce new pro
tectivmisoo inke the brooder svstern. As bar Artcle



ance is demonstrated by the frequency with
kb it has been tested in GATT and now Warld
CMganization dispute settlement panels. An
rexampla 15 the 1988 case cn Camadian Liguor
o practices, where a panel found that discrimina-
mark-up and Hstng practices by Canadian
mclal liquor boands were inconsistent with
pada’s nbligalinns (o its trading partners under
1T, This decisian ¢ reated pressure for reform of
Cinadian pracdoes.
pecond important GATT rule was the prohibition
sticlc X1 against quanticative and af her non-taritt
ctioas to trade (Dam 1970), The thenry of 1he
BT was o delegitimize the use of protectonist
msurcs other than lacidls, bence Ardcle X1 con-
e the stark obligation that "'no restrictions other
o duties (that is, tariffs) shall be malntained on
pimpartaticn ol any product, Article X1 is increas-
oy regarded by trade lawevers as a kev constraing un
Snments, Ber example, confrontatons hetveen
and envirenmental concerns are g staple of con-
mporary trade policy, and Article X1 ebligations sre
Eorux ol this cebate, oy was lustrated noa 1997
panc] declsion cn tuna, Al issoe was environ-
legislation in the United States which pre
d the sale of funa caught by methods that also
[dolphins, which served as the rationale for a bun
ot of fume from Mexico, The United States
Ethe case whencthe GATT panel determined that
LIS restrictions violated that naton's cbligations
diexico under Article X1

third GATT rule deals with the methodology
ppted b the GATT for reducing trade restrictions.
s methodology was the sponsorship froon fime o
of taritt negotiations to be conducted ‘on a recip-
and mutually advaniagecos esis” and directed
substantial reduction of tarlffs' (Article XAV
The concept of reciprocily s Uhe mest interesting
ol thisrmethodology, Bedprocior can be seen as
mormal aspect of negotiation in general, which in
iltional mw
ative wherm g ariff reductions |
oL L0 [f ANpEI eIl E i LH
i auEh ecarmists }I‘H‘I;'rl_l_li[‘idl_‘- this L‘IJ]E:I'_'-ME.
it it is countmes offerine tarlff reductions thal
mke thelr economies mare efficient and _hence
Balize the benefit. Nevertheless, in the GATT's early
oy of rade negrdiations reciprocity wis o guiding
on s countrics began the process of dismaniling

tA Tl protectivayisoo, | lowver, redprocity as a concept
ran dodo difficultics when developing countries
acceded o the {2ATT Because it s guesticnalle
whether equal treatment of uriegual pertoers in trade
negotistions could be considered reciprocal, nurmer
nis excepbions from hull reciprocity were granted by
Industrialized GAT partners in fovour of develnplng
countries. For example, in varous negotiations an
atternpt was made o mitigate the obligations of GATT
mcmbsership for developing couniries through the
concept of Special and differential treatment’, [n the
erid, the efforts to water down GATT reciprocity for
developing countries bave produced faicly liclle in
concrele tenims, wlich demonstrates how difflech
Itis In international trade to depart fom the notion
of 'eguil treatment under the law!, Revertheles,
dermamds tor specal oratment are a continuing
aspect of 1he trade regime, as evidenced in the Daha
tracie negotiations discussed later in this hpter,

Two ather basic nermes of the GATT are safeguands
and the concepd of “wvommendal consideratlons',
Subeguards were based on the operaticoal plan of the
GAIT framers that restrictive measures on o lrade
wiotld be converted te taniif protection, and then tar-
itfs would be meduced through multilateral negotia-
tons. [ a siluation where tarift reduedons created an
csprcially difftoult pelivical prablem in any contract-
ing party, the GAIT also allowed {In Artlcle XEX) for
nations to backtrack an their commitments (that is,
Lo raise taritts) bor a pericd of time to permil arderly
adjnstmment of dormestic markets, The intent was to
ensure that problems oo specific Industeies did nm
compromise the ganeral process of liberalization. The
factthat the GATT has aceommindated ifself to protec-
ficinist pressures over the vears has nften heen viewed
posttiecly by povesnments and commentamors as an
example of pragrmatism and resilience.

The other rule of ‘commercial considenitions’, or
suppart for the vilues of the free marker versus
government interventinnism, is implicie in the entice
framework of the GATT. The term s mentioned
spectfically Im Article XV, whete state-controlled
priterprises arc enjoined o act according o tonmmear
clal conslderations’, and if is implicit in Article XV,
where Lhe harmibul effect of subsidics on efficlent
production 15 mentioned. Because the GATT repres-
ents commercinl, free miacdet values, tkhas been a sue-
cessful organlzation inoa wordd thar bas cecently
e in b s direction, and that continues to



move inthat directlon fellowing the dissolution of
interratinnal communism iz the carky 19905,

In sum, the rules of the GATT provided a hasis
for governance in & racrow, but fundamentally
imiparlant sector ol internetional relations. In any
TEgime, or even government, the test of the regimae is
that the rules are understood and that they guide
behaviour. Without doubt, the rules of the GAT
were known in the main, and they were wsually
foellenwedd by the comtracting partes to the Agreement

(Hudoo 1975}
Key points

e Following the Second Waorld War, the United
Slales wias A ]1r1-'|_||'-||||1-'r:|.rll presence in Hhe world

vy, and ook a leadesship role in posts
plunning. -

* Trading nations cstablished the General Agreement
ot Turidts and Trade (GATTI in 1947, and arfempied
in 1948 te crpeate an Intermational Trade
Crrgindzation (10, which failed to receive ralifica
tiomn by the LS Congress.

* The GATT chliged imparling countries mot wo dis-
criminate in favour of products coming from one
country cver another, ot in tivour of domaestic prod-
wcts awver forelgn products, once the Lstber bad paid
any duties required and entered the importing
Couniry.

Me principles and roles of the ﬁ_l\]-['..]Jl.'l'_'l".-jl'_'lL‘I;t
a redimentary basts for the regulation of inter-
nativnal trade.

Multilateral trade negotiations: 1950s to 1980s

Post-war negotiations and the
Kennedy Round

The maln role of the GATT was to liberalize trade, and
roast decisivns to that end were initiated in trode
negotiations. The GATT was estahlished to support
the trmle negotiotions in %47, and ollowing that
date the GATT sponsored multilateral negotiations
im 19449 (Annecy), 1931 (Torguay)y, 1956 (Geneva),
1W60-1 (ke 1HIen Bownd), and in 19631-7 (the
Eennedy Enund}. Purther negntiations were Lhe
Tokyo  Tound  {1973-%), the Urngpoay  Round
PT9EA-93, andd the WO Toha Eound’, which was
initdated in Tanvacy 2002, and continues at this writ-
ing. (¥ these nine negotiations In total, the first fouwr
after 947 took up some important institatona mat-
bers, such as the accession of new membsers, bul they
dld not make slgnificant progress in Hberalizing trade.
Oioe pepsonn is that the Buropean countries relisd
heavily on non-tarlff measures through the mid-
T9ECR and hencs any Laril] cornoessions given during
CrATT |1|;'H.|_|ti:_tr:||_:-||:. were 1ot rr|+':|.r|iru5‘llll 11 trsle
termes. Furthermaore, Buropean recovrery from the wiar
i nal accur H".-:Jui-:_'kl:.-' as fx]'li—-c'lﬂd, as evidencsd |'|_'!.'
the fact that Furopean currencics were not made fully

convertible untl 19534, which made it difficnls fo
these coyntries 10 increase [heir B fusfure b iriters
national compention. [n practce. the Unlied Siates
witd Ehe prepandernant actor in the early negotiations
and offered rmost of the tanff concesslons.

Fhe AT incorported the bilstens] negotiation
process cetablished by the BTAA, and simply mwltl-
lebertlized it (Diebold 1952) However, this change
was not accomplished in one stroke. The early GATT
turiff nepotiations werne multilateral in name, but in
fact the real action occurred Dilaterally betwesn
nations that served as principal suppliers and princ-
pirl vonsumers of each other’s products, Bilatesal
agreements were then multlaterallzed automatically
through the most-favoured-nation principle. 1F: &

i countTy were to, say, halve its tanif of 10 per cont o

Country A's widgets tollowing bilateril negpotistions
with A, it would b2 abliged to extend the new tariff af
5 peor cent on all imports of widpets from any otber
GATL enntracting party, Nalinms could, and oflen
cliel, rermainy aloof from the balirteral nfgl_li."i._:ri::g:
process, while newertheless taking advantape—as free
nders—af reductlons concluded by other natlons
Chver time, the emphasisin the GV T shifted frorm the
negrtiation of fanif reductions o the negotiation




coxdes of behaviour, The latier negoliations are
e fully multilaberal, and ace carcied oot in o3
reminiscent of domestic parliamentary legls-
Lwith a stroctured committes process leading
slors In broader farms,
¢ Eznnedy Bound of 19637 emerged as the st
penificant negotistivn in GATT aller (he Inltial
otiation in 1947 [Preeg 19700, 1 led io an average
f reduction among the participants of about
certl, in sharp contrast to the reduction of less
10 per cent o a much smaller volume of frade in
Dillon Rowrd that preceded I, or even the 20
% cenl reduction achleved in the negotisticn o
87, The negotiation alse prodused an anti-dumping
: esipned to help standardize national policies in
difficult and conientinues area, and as well an
ematinnal grain aprcement that established price
ees for wheat and provisled foe multilateral shar-
g ol Tood aid o develnping countrics. The Eennedy
nd was, moreover, the fest GATT negotiaticn a
pch thie ratiorss of the European Commmunity (RO
ipaled as a single untt, which was the first dme
and America engiged ina major negotiziicn
a3 the Atlantic on an apparent basls of equality

and reciprocity. [tis interesting to note the historical
coirelation betwesn a successtul outcome in oade
negotlation and the increasing equility of the major
actors i thoss pegatiations, for il isa wend that con-
iinued thiough the Kennedy Kound and on into the
Tokyn Round of the 19705,

Apart from the coonomic results of the Kennedy
Found, thers were important pelitical meselts thal
flowed from the successful completion of this major
negotiation, The pegatialion of trade liheralization in
CATT waas always a continuing souggls between libes-
alizing arud protectionist forces, Those governments
tavouring liberalization have used negotiation, espe-
cially multilateral negntiation, as the principal means
to free gade from protectionist testictions, Thos
Favouring protectionism have been more ascendant,
angl maore ellfective, helwesn major rade negota-
tions. This increased the salicnce and importiaooe of
ULV ivert pegatistion aver tims because there would
e an inceeasing number of polloy lssues riding on the
cutcome, Thus, the pressane ot the Eennedy Round o
reach an scceptable setilement was increased, and
ensured that any deadlock would constitute a failure
that would po bevond the issoes b the able,

= 1A

pirain inlernational trade Is genemlly understocd as
rig a Flrndurl into another country less Lhan it sells for
the axporbing country. Dumping is more preciscy
ined in Aicle W1 of the CATT as emporting 2low Lha
parnal value’ pl & procuct, meaning the prica the prod-

wolld fatch in the exporter's markes, or altematively
e cosis of producng the product. Dumging is ‘con-
ed’ by the GAIT f & causes injury tn 2 domestic
ity prischucing a like praduct’ in the e earting coun-
I the event o pmdl_lr_l: is dumped and caises injury, a3
! ined by ar anti-dumging Investgaton conducted
w the gewvarnment of the imparting country, the impart.-
- country can impsse an Cant-dumping duty”’ {that s,
‘additienal tariff) equal wo the margin of durmpirg, thal
. thie gifferenos betwreen the nonmal value of tha FH'l:ld-
ool and 15 export price,

piain terms, durnping amonis to underelling. schich =
erilakik LLTI1|JE['Ij'-’E behatiour within countries, but
in the paliticalbe sensithes termain ol inlemational

ox 4.2 Dumping and antl-dumping duties

rommence is generalke oomsidered  objectionablbe. Anli-
dumpirg acticns are wadely sought after oy import-
romprting mdustries as @ canvenienl means ol grobectian
against reregn cormpetitors, especially since trade lpes in
mast counftries make it relatively casy tooastablish 2 case
aainsl foreign dumiping. As a resalt, there nas been a
sharp incresse in the ircdence of anti<aurmpang actiens by
GATT and 'WTO Membery since e 7280, However, ant-
|:I|,|n'||:|in:;| duties themsehees can be visessd gy & harassing
and wbjecticnable impediment an legitimate tracs, and
n:l:.nsl:ql,::_'nﬂ'r' rowntries hawe negolisbed Anti Zuaim@Enag
Codes jn the Beanedy, Tokyo, and Unaguay RBounds £
diesigned to @isopline the acticns governmenis can Lake
e profject domesbic indusbdes frem foresgn dumping. 1o
UM U, naticnal Icgi':lrl'.inn aned interratonal tresles o0
dumping and anti-dumping dubes can &2 traced back ta
thr heginreng af the tsenlelh cenlry, and hess prac-
tices hawve been |'_||_'rh_=||'|5 the mast highly litigicus and
politeized area of Lha Lrada ragime snce 15 acestinn,

RN 2 1
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The upshot was that the Kennedy Round took on
enormous importance as a symbol as it went along,
It hecame a test of the national will of the majur par
Hcipants to confinue the post-war trend toward trade
liberslization. Even more impariant, It was a test ol
the willingness of nations to avoid & hreakdown that
wonld Iead o increased protectionism, The main rea-
son the Kennedy Rnund succesded is that govern-
ments feared what the implications of failure mighs
mean for the internatinnal economic system, and
because they wanted to avoid blame for causing such
irnplications. Ina stricd sense, af course, it is cledr {hat
a deadlock in the Kennedy Bound would have meant
only that natinns did not sgree to reduce tarifts or
pther restrictions; this would have had no necessary
conseouerices for increased protecticnism, However,
the situation did not get framed in such terms. The
political reality was that nations felt under great pres
sure td avoid a breakdown of o dialogue that had
extended for five vears and of a settlement that would
help structure trading relations in the foresesahle
future, Among these general converns, the positions
tlelegations took on individual tarlffs or products ulti
mately became less important. Thus the main poilt-
cal result of the Kennody Bound was the achicvement
of the agreement itsell, especially since the agreement
wis significant in trade terms.,

b

Tokyo Round

At the close of the Kennedy Bound in 1967, the GATI
secretariat bed by Director-General Sir Eric Wyndham-
White spught Lo convince the major trading nations
toexiend lberalization into the area of non-tazits bar
ricts to trade (N TS (Evans 1971), This early effort was
unsuwccassful, but by the earky 1970s chios in the
international monctary system and increasing wse ol
mirn-tariff barriers in response o the surge J.I"-r"I]'.II'lIL'E
from Japan and the newly industrializing economics
[MIEs) resurrected foars of trade protectionism ard
convinced naticonal governments to commence d new
negotiation In the GATT, This negodation, named
afrer the city in which it was initiated, started slowky
hecawse of the need o gather and clsssily enarmos
grngnls of trade data respecting NTBs, The negodia
Lian was further delaved by the need for the United
States to pass leglslation authorizing the president toe
negotiate. an event which was not vompletad until

January 1975, and as well by the U5 electon of 1776,
Ihe negntdaton vHectively got under way inm 1977,
and comprehensive pffers fTom delegalions were
in place hy early 1978. Serious bargaining took place
during the following year, and in Apol of 1979
the final agreements were signed, subject to later
ratiflcation.

Ihe agreements reached at the Tokyve Round were
the most comprehensive and far-reaching results
achieve] in trade negotations since the creatlon of
the GATT in 1947 (Winham 1984), The osulo kel in
three categories: six legal codes (plus a sectoral code
foor trade in aircraft] that dealt with WTHs; tariff reduc
tinms; and a scries of pevisions of GATT articles prim-
arlly of interest to developing countries. The six codes
updated and expanded aspects of the trade law uf thie
AT, and were the most imporlant part of the Tekas
Pound accords, These covered respectively cusioms
valuation procedures, import licensing, technical
standards for products, subsidics and countervalling
duty mmeasures, FOVeIMMment procaremeant, and anti-
dumping duty procedures, However, negotiations o
a safepuards code failed.

The general thrust of the code negotiations wis T
effact a ‘constitutional reform® of GATT law, and as
well to improwve the openness, certainty, and non-
arbitrariness of the rules governing international
trade. In spme areas this was scoomplished without
appreclable controversy. In codes on customs witlua-
tlon. import licensing, and technical barrers,
nations procecded from the widely shared philn-
sophy that government regulations in those arcas
should nat be wsed o provide protection for domes
tie producers, cither through deslgn or otherwise. [
nther arcas, agreement was more problematic. The
attempted code on Article X1X safeguards encountered
a deterrined insistence by the Eunopean Commission
on the dght e apply safeguards selectively on a Lac-
preted basis, rather than non-discriminatorily o across
the board. Selectivity was especlally resisted hy the 5
developing couniries, which would be the primary S
targets of this tactic. Also, the code on subsidies
and countervailing dutics triggersd deeply  held
disagreements between the United States and the
Commisslon over the appropriatensss of agricultural
export subsidies in modern government practice, bt
in 1heand this disagreement was recensiled by Hmit-
ing theactivns kaken on agriculture and the code was
sigriedl.




The sevond category of results from the Tekn Round
8ttt rectuctions, [o put these resul 15 00 perspective,
i regotiaficons were Lhe main item cf business in the
gx multilateral negotiagons that wepe held under
duspices. through thie Kennedy Hound of 1967,
swere ol the major frous of the Tokyo Round, yet
average redictions of abnut 35 percent nfindustrial
tions’ Lariffs achisved in this negogation were verv
arahle wo the reductions of the Kennedy Bound,
reductions covensd more thae 21040 billior of
ports, sodl were phased in over an elght-year perlod
ich bepan in 1980 ((CHne 19830,
A major confroversy in the taritt oegatintion was o
at o tarifl-cutting formula for manufactured
cta A similar confroversy had oocurred in the
ey Bourd, at which tme nations setted oo g
ar approach {50 poer cent owt weross the board, less
eptions) supported mainly by the United States, In
kv Eound, proponents of a tadff-harmonizing
ula carried the day, and natons agreed o table
according to g compromise Swiss' furrmola thal
erally required tariilculs In he proportional to the
e of the tarlff. The final bargaining produced a
mmber of exceptions to the general iormula, particy
pdy in indusiries where imports were already high
3 ‘sensithve’ domestic interests were thoeatened.,
example; i thoe Unitied States, whiere the average
il cul was 31 per cent, the duties for leather
ports wpre reduced e only 4 per cend; focapparel,
cenl; for auwomabiles, 16 per cont; and tatiffs
p footwear and colour televisions were exempted
any culs whatsoever, Similar exceptions were
by ather trading nations as well.
third category of Tokys Round resulls was a
sl series ol revisions 0 GATT Artlcles known as
@ ‘framework’ agrecments. Megotistions on this
=ct weere inilialed b Brazil, and were Intended to
F GATT obligations and ease those chligations
Jeveloping countries, The framework agroements
ad subyjects such as safernard acdons for develiap-
purposes (ur infant industry measures), trade
sures laken o correct pavments deficts, export
at ols, and deviations from most-lavoured-natinm
cedures [ developing countrics, One mpoT-
groord i the framework package was the
erstanding regarding Wotfication, Consultation,
fe Settlement, and Surveillance, which requlred
members to notlfy mading partners of the mads
thaew adopt, and thus te provide earlvwarning

fot all commtrics of acbons that might adversely aftect
thelr interests. The framework agreements did not
substantally towrite GATT live tuadvantage develop-
ing countries, and asa result many of those countries
felt the resuls were ‘frustradng and incomplete’
tduliiiatoral Triede 19792 340, However, the agreciments
did improve GATT lanpuage un oaatbers melated 20
developing  countries,  and  therefore  probably
inprovesd the capacity of The GATT legal machinery
mediate and reduce trade dispuates.

The Tokyo Bound underscored the extent to which
multilsteral negotiation had heceme a poinl ol depar-
ture for managing the international trade system. [n
contrast with past GATT nepotiatons, which were
larirely Hmited to the eduction of tanites, the Tokyo
Bl weas o rule-nmakiong exeicise ol maiod propo-
tionis, Furthermore, the agreements of the Tokyo
Hound consdtueed legal reles that reached furtber inmo
thg nation state and impacted mene deeply oo individ-
uisl b Bebiavicur than wsually ooourred with maost
international agreements. The process of negotating
these tules was cxtractdinurily complex, and argusbly
the code pegotiations of the Inkyn Hound were the
moat advanced, in terms of bureanoratic complexity, of
amy mudalateral oepotiations ooourring at that e,
The greatest complexity Lay in attempiing e Integrate
theconlcting trade leglslatlon of many nations intoa
coordingted set of interoational males, o their ethoss
i mesh the rule-making apparatus of different coun-
tries it s single siructune, the Tokyo Bound negotia
trs faced problems that became commonplace a
devade liter as mations toped with the implications of
an increasingly interdependent world,

Key points

= hullilaieral trade nagotlations were conducted in
the GATT o reduce tanft protectiomism on o recip-
ol brasis,

-

Inthe Tekyo Bound {1973-91, countries focused on
the more difficult task of reducing nore-tarith meas
ures thal allorded prodection in international trads.
Thiese roessures were regulated through the negoti-
atlon af Internatonal codes of bebavionr,

* The Tukve Bound demuonstrated the importance of

mullilateral negniiation o the management of the
international trade systen,



The Uruguay Round and the WTO: 1986 to 1994

Background

The next major effurt to further establish the world
trade repime was the Umguay Bound nepotiation.
which was launched at 2 GATT ministenial meeting in
Punta del Fse, ||TIJHII...’I'|-'_. in ‘bc'|r1-.*r'|'|-!:lﬂr T9RG (roanme
1955, The path to the Umguay Round was diffeoalt
indesd. The previcons GATT mioltibdensl negotiation
had made considerable progress In reducing protec-
tionism from non-tariff barriers, Fressure began o
buribel skyortly after 1979 to eapind the GATT negime o
Include new issues, such as services, Investment, and
intellecozal property, in addidon to the old isues
which dealt with trsde in _|:L|_J-QII_|‘\.. I-.'._|_1t'|'|:|ll:.-' fhe Llrited
States arpued that a new neogotation was nocessary to
itk thie AT relevant toa changing world economy,
and In 1982 a GATT ministerial meeling was convensad
to consider this possibilizy, The idea met sharp 1esist-
AnLE, }1i17ri| |.|I:|.r|:.-' Froam |Iq".-'-r'|-:_'|1|ir|_|._: conntraies thaat were
averwhelmed by the global debt crisls and maimly
concerned o expand fmaditional exports oo devel-
oped cownires by service debl obligations o Lhe
Intermatonal Monctary Fund. Westcin povernmeaents,
.1r||11'|7i1.-.1lt-lmr|h'-. L I Inidia and Brazl, o I'u-'|1.-r".-19:|-e'l|r
ing conniries imststed that they were not sufficiently
develnped Lo negotiate the new ssues such as services,
on an ogual footing with the developed counties,
Morerwer, developing couniries held ihat the devel
cped countries had evaded their obligations in some of
the traditional poods, such as texdles or agriculbural
products, which were of particularimporiance indevel
oping countrics, and they demanded further liberaliza-
ten in these areas a5 a2 preconditlon o any new
negotiations, The result wis that the 1952 ministeriad
meeting was a fablure for the proponents of new negoti-
ations, although the mecting did establish important
wiITk DL TATTLITIES thinl !'_-r'rn:'.'.:rm thie data nesded Tior
future negotation.

The most drsrmatic Jriart izl the lead up i Lhe
Urupguay Bound negotiation came in the week-long
special minlsterlal session at Munta del Este in
seplembser T98A (Winham 1948a), Al the elevenih
hwour. it was apreed between the Americans and the
Iadians that the sesion would laonch negatiations

on a range of issues, including servaces, but thato
tiations on services wonld be undertakenina
structure from those on goods, which pres
wiruld lessen the prospects that developed coun®
could force trade-offs betwern services and the tm
fional subjects in the negetiation, Onee the bres
through on services occurred, it was clear that @
remiining isses were not worth holding g
prospect or a new negotiation, and seftle
quickly followed on investment and imiel
property. which had also been major sticking
bt vt 1he deve I-::-|_h:|| and deve |I'.lll'i:lt: ropnirici.

‘New issues

The agenda of the Uruguay RBound comprised fifte
reeguTiating groups armged initially in our prindig
categories: market access [Including the critical areas)
apriculiure and weadles); reform of GATT rules
ures testrengthen the GATT &8 an institutinn; and i
new sswes, spectfcally services, nwestment, and i
lectul property (Pregg 19931 The new issaes
included in the negotiation in arder to make the
rmore relevant b the des I.-_'I-:_||_|l:||_-1|1:. 45 |‘1:rrir|_|_1 in e
world economy. By the late 19805, services had come
accrmnt fier owell ower hall ol the Geass [ omesi
I'roduct of developed countries, and they wore be
ring to account for an increasing proportion of inge
national trade. For the GATT, the I|'||.‘*1|r|_'||‘:-rﬁ|i-:’||1 i
seryces was not a straightfomward matwer. Serdoes am
raat _g-:_1|_||_|:.: which Bad atwsavs been the oo of Ca%l
rules, but mther are processes in which skills =
knowledge are exchanged in order to meet a partic
comsumer noed. They can inclade processes as widel
ditferenitinted a3 enginesring consulling, financ
interrmedladon, towrism. of legal advece. Services oftem
reguire thee marvemneret of the Bictors of pooduction (
example, the establlshment of a hank branch on a for
eign comndry e sell financial services), a candition
which is |_'r_:-r|:u|:::r|tl:.-'.;|"1'|;~:_'tq-i_l h_'_u 1 I|::r|gt':»: in I:wrhnnlnﬂ:r
that decreasc the barrer scparating non-traded froom
trles] services, For its part, the GATT bad identified
many services as ‘non-traded poods’, although
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Box 4.3 Uruguay Round Agreements

The GATT Multilateral Trade Megoliation known as
the Uruguay Raund began in September 1984, elfectivaly
concluded in December 1997, and  formally  con-
cluded with oficial signatures al the Marakesh (Morocco)
Ministerial Mesting in Aprd 1984, The Uniguay Rourd
produces? a wide range of agresments integrated endes
A corrmon kegal spstern, What is usualy thaught of as the
W spstemt’ 5 contained in the harmaiesh Agreerent
Estabilishing the Wodd Trmade Ongasization and the
Dispute settlerment Uaderstanding, The WD Agresment
established the Wi az an internatisnal organeation, and
ersleed el all the agreements negoliated st the
Unuguay Raund were acceptod a5 a sinole underising,
thuy ircreasing the legal integrative of the WO frade
reginee, The disputs setilernent systern established by the
D5 wias abso intended bz apply b2 all areas af the Uraguiay
Round Agresments, Ierce it = an intogral part of the
archibeciure of the niow W0 systen.

The Uruguay Rownd Agreements comprise about sixty
agqroements totalling sarme 550 pages, covering subjecs
ax widey diversified as agricullure, wafequards, trade
intellectual property, ailes of origen, Lestiles and Siathing,
and technical triers to trade. These agresments can be
accessed on the WTO wrhsite wnanaswiboooryg under the
e ‘Lagal Tests of the WT D Aqreemnicnts' . In acditon, L
Uruguay Round Agresments alsa included the General
Agreament on Tarifl and Trade 1508, which eflectivesy
incorporated the GATT of 1947 intn the WTO system, r
There were some sddtional sgresments interproting  §
various provisiors of the GATT, such as the meaning of |
‘other duties and charges' in Article || which covers tarill
schedules, Bat there 15 historcal s legal continuity from
the basic rules and provisions of the GATT 1o the madern
WD tracke regime. E

|

L e e N iy

iy

acterization wias dropped and services hecame
Cugniieed as an integral pact of the international
vy, Thers aoe many obstacles that can prevent a
exchange of servites between countries, bl a
e b5 the relectance of domestic authorities 1o
ant foreign ficms the right to establish and oo busi-
% in their markets. Such g refussl may be modvated
B prolectionist impulses, but It may also be inspiced,
example in the case of prudential banking legisla-
, Iy @ desine to protect the consumer who is often
ved as being al a disadvantars with respect 1o 1he
Eign service provider
| Because countries have different regulatary ohject-
and standards, the result is that the global
vices merket is casentlally protectionist, GATT
Anciples reguited non-discrirnination among trade
nes, nationsl treatment of forelgm suppliers and
sparency i Lhe piocess by which domestic rules
developed, but the provision of services often
uites the appeaite bebaviour IF the consumar is 1o
protected and provided will & reliable and gquality
vice. Crovernments generally seek to provide con-
ent regulation over thelr own mackets; again,
guably this may require discrimination against
BRde (rarioiers that apply different standards to eragde
seTvices, Because services ate processes, defining
e is diffisult unless a strict functicnal definitioe is
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eraploved. The stricter the definition, however, the
greater the chances that discrimination will ooor.
Yot, withoul strict definidons. domestic regulation
roiay be more easily ciscumvented,

Ihe tasks bor the negotlavors at the Urnguay Round
wire W incorporate GATT principles of fransparenicy,
national freatment and recipiocity, as well as neower
princlples such as murket acoess, 00 an area of trade
that wirs conceptually dissimilar froom trade in poods,
which was the normal milicn of GATT principles and
practice (Arup 20000 Given the paucity of informa-
tion o tracle in services, the first task was wo developa
common data hase on which substantive decisions
coulld later be made. Secend, 8 cude of princ-
ples twhich laler became known as the General
Agresment an Trade In Services —GaTs) would have
o be negatiated that provided for a standard of 1real -
ment between countries of trade in services, Finally,
the code of principles would have oo be applied o spe-
vifiv sectors of services trade. oo this, negotiators
needed 1o aralyse existing measures that restricted
trade in services in order W propose measures that
wiould libseralive trade in specific services sectors.

The twor other now dssues on the Uroguay Bound
agenda were Investrment and intcllectual propey.
Iowestrnent was included because by the 19805
it had hecome apparent that iovestment  was



interchangeahle with tragle, and, more important, that
tracle fiherallzation may be less valuable in stimulating
internztional coonuemic exchanges unless it is poooni-
panmicd by liberalization of imwvestment  regimes.
Howewer, Investment has alwiays attracted consider-
able regulation in importing countries hecause ot the
tisk In soearelpnty associated with high levels of bor-
eign Investrent in sensitive industrles. Tn the Utuguiy
Hound, the negotiation of a muliilateral investmens
agreement eventually proved an unreachable goal, and
the agreement that was reached on Trade-Telated
Investment Measures (RIS dealt only with: a small
propartion of Ihe issues raised in the negotiation.
ltade-Related Intellectual Properly, better known as
TRITS, was the third of the mew ssucs, Intellectual prep-
erty Tights granl slawe protection to producers of new
irleas, hut this protection was not well established inthe
intermational econcmy (askus 20000 Negotiations in
the Ureguay Bound began by addressing the problem
of counterfeit goods in inlernational mads, but devel-
aped countries - which asserted that inadequate pro-
tection of intellectual property rights was a serous
non-tariff barcier o rade—quickly pressed boroa
broader negntiation over patents and cnpyTights.
Developing countries, led by India and Brazl, viewed
TEIFS prodesction as a potential barrier fo trade inis
vy right, but they were more concerned over the
monopolics etectively granted in degcloped countries
for products like pharmaoceuticals which they consid-
erod coucial tothe publicinterest, The develuping coun-
tries acquiesced on this issue because they felt their
Tnsseswere comperssated by galns clsewhen: in the over
all aveord, and an agroement was concluded that set
international standards bur certain protections dealing
with copvrights and patents (Winham 19982).
However, the contmoversy over the TRIPS Agrecment
contnued as e mainsiay of W TO politics, as developing
comaniries saw intellectusl property rights as a mechan-
lsm by which develnped countries could maintain a
compelitive edge relative to countries that lacked a
sophisticared technological infrastructurne,

Developing countries

Fosr most of the histury of the GATT, the develuping
countries have heen marginal plavers. The GATT itsclf
was mainly @ creation of fhe United States and ils

Weslern allies, and it mainly focused on trade s
than sconnmic development, which was the cens
concern of the poorer counteles of Africa, Asig,
South America, 0 terms of trade policy, most %
uping countrles pursued a policy of import SUbsSs
tien Industralization (1513, which called for
protective tariffs to fome consumers io pPOrces
damestic-made products at the expense of §
Ihese pollcies encouraged developing countTy
ernments to pursue trade policles of sclf-sulfi ]
anil o seek “speclal and differential’ benefits in G
negotations in liew af accepting the multilatesal '
at the GATT based nn reciprocity, The upshol was
as he GATT system matured, it became clear
of the major thoeats o that system was its inabi
be relevant to treders and governments in CoLIE
represenling over two-thinds of the world's pope
tirn. This threat was lirgely overcome in the Unags
Round negoliatinn, for one of the results of the ng
tlatinn was that for the first time developing co
became tully integrated into the world trade reg
I he developing countries did not support the ing

tion of the Uruguay Kound. Led by India and s
thev insisted they were not sutficiently develnpas
negntiate the new issues such as services on an
footing with the developed countries. Also,
argued 1hat developed countries had nat ho
their past commitment in raditional goods sug
textiles or agriculture, and that feriber lNberalizat
in these areas would b a precondition te any
negodiation. However. once developing oo
relented and agresd In megobate, they guis
crgaged in all issues before the negotialion. As i
negaliation wore on, it became clear that the capad
to determine the cutcome of the Uruguay Round
mainly o the two major trading powers, the Unite
States and the Furopean Unlon, At this poing, a cum
ous change took place: the major powers that :
bren su ingistenl on & new negotistion reacheds
deadlock largely over agriculture, while the develo
ing countries thst had fought so haod ageinst & NS
negotiation for most of the 1980 became the greate
adwocates tor its suecessiul conclusion in the e&8
1990, From 1991 until the conclusion in Decembes
19093, the developlng countries kept the pressure om
the majors to settle their differences, which was @
important element in the multileteral agreement th
was eventually reachied,



The turpabout in the developing countrics” posi-
wiks ook ol the most interesting storics of the
guiay Koundd [(Winharn 1%98a). It ocoorred, finst,
ause developing countiies were alvantaged by
oncpotiating principles that undeday the Urogueay
nd, amely, consensos and the single underzak-
Single underiaking meant that all isues of the
gotiatinn were trealed as a single package with nw
gpticns, unlike the Tokve Eound whers agres-
enits were signed onoa plurllateral (or pick and
e ) basis with the result that countrics were sub-
it b differing rights and abligations, Consensus—
mach wis o traditional GATT princple—meant that
albilateral agreement reguired the passve support
that is, na focmal oppaosition) of all participants,
est principles comblned wincrease the power of
and middle powers at the Uruguay Bound,
mich wis dramatically demonstated at the [958
misterial meeting in Monlieal when live Latin
nericin countries withbeld consensus from an
Im package agreement becaose their concerms
er agriculture were not being mel by the major
arkries, This sctdon emboldened the developing
Lries, and led them fo take grester interest io the
negobaboen.

Second, despite the reality that developing coun-
mes continued e be economically disadvantaged in
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comparisen tn developed countries, the agreements
reached at the Uraguay Round were favourable tu the
interests of the former. [eveloping countries a5 a
group benetited from agrecments on ageiculiure, tex
tiles, and clothing and probably services, while they
likely Lost on intellectual property ancd aoti-dumping
practices. Most Importane, however, developing
countries were advantaged by the instibulicnal
arrangements wesulting from the Uruguay Bownd
Agreemients, namely the strong dispute settlement
mechanism and 1he creation ol the Word Trade
Orgenization itsclf. On balance, these advaniages
encoufaged the developing countrics to support the
Tound.

Finally, and most important, the market-tbased soo-
nomic refurms that took place in many developing
counlries in the 1980y encourzged thelr goeernmants
o look more favaurahly an thie market-based princ-
ples and objectwes of the GATT. Thal these changes
were Cnneusrenbwith pressures to liberalize coonomies
from Western countries and inlernational Tinancial
institutions i= vndeniable, but in the end the fall of
communizm and the obvious suceess of certain free
market countries ke Singapoie nr Taivan led 1o an
interoal policy revelution in many countries. Far
cxample. India suffered a severs linancial crisis in
19451, tollowing which it ook reforms designed 1o

15994 Poat-Urugueay

Raund Brund

4.1 Average industrial tariffs in developad countries sinca 1947
Departrneal of Trace o Inchistry, LE, vevevaelli.gew,uh fesgrengliture, pdl chapter_& pol



Uepepulate the natonal economy and increase its
vopnomic cfficicncy. In the wake of these domestc
rebormns, [odia revised its negotiating strategy at the
Liruguay Hound from nppesition b supporl for a
multilateral agreement. [n Indla and in many othar
developing countries, the impact of internal reform
wils to increase the congruence beitween domestic
podicies pnd the pronciples of the international trade
1emime (seg Fipure 4.1,

The United States and the
European Union

Fhe structure of the contemporary intermational
trede fegime I mainky centied around the US-FL
bilateral relationship (Bergsten 1999, However, this
ek Tl .1I'|-.-:|:.-'\ the case. Lintil the r.trl:.' 1560, Ehe
Umnited Szates held preponderant position In relatlon
ta othier mermbers ol the GATT, arad in mmoltilaterat
nemotiations it offered most of the concessions and
capected livtle in returmn from other countrics. This sit-
uaticn |'|-r":!..1|| I|||.'I|a1||z:|:'i|| thies F.'L-'llllt'l_l:.- Heowrned when
the six European Common hMarkel countries negaotl-
it s single bloc, The change was largely com-
pleted by the Tokws Bound, when the huropean
Community  (now the EBuropean Unioni  had
expanded w include the Uniled Kingdom, making
the EC the lurgest tragding cntity in the international
SVAler,

Meprotiations in the Tokyve Round and subsequently
crviald he characterized s a [:-_g.-r:||||i|I.1I Jriess. | kit
means  that agreements were  usually  Inidated
between the principal players. namely the United
States and the kuropean Linion, and (hen presenesl
successively to middle and smaller partics toestablish
amulitlateral conzensus, Feramidal negediation oper
ames whien there is o wide disparity of power among
negnilating parties and especially when the negn
tiatng structure is bipolar. On the positive side, pyra-
midal |'||-3|‘:-Ii:1|i-:|r'. [:-|.1|.'ve'~: the 0mes lar illi1ii.ﬂiillt:
agrocmnent on the parties that have effectve power to
weter i et idicteril agreenient, A drawbipck, howeser,
15 that this negotiation structure leaves bess scope for
smaller poweers Insnlved in larpe muliilaleral negotia-
Gions to influence the outcocme or to protect their
pardoular imterests. As a result, cribicsm from smaller
actors, irncluding especially develuping countries, is
cridernic in mulolateral trade negotiations.

The negetiation veer agricolture in the
Tound offcered a pood example of prramidal nego
dort, At the outset of the nepotiation, a gro
approximately fourieen agriculiural exporters
among the developed and developing counin
formed under Australian lcadership to promote €
liberalization of global agricultural markets. Knows
s the Cairns Group, these countrics plaved an imjpes
tant role in the carly stapes of the negotiadon
brichgirng the differences between the LUinited St
and Furopean Union  owver agricultural  trad
Howeereer, by Janwary 1992 it becarme clear thit &
CUruguay Bownd was blockead, and that the reasnns ;
the agricultural negodation betwecon the majo
Agricultural e had long beern o ditfioult probd
| many crransbtics in the LAl avaterm, bl in
Uruguay Round the inherent problems nf agricul
becime compounded because this issue pitted
interests of the United Mates and Buropean Lok
agiinst cne anather. The US-ELU differenoes stemme
malnly frem the fact that since the 19605 Eurnps had
established a protecdonist policvyunder the Com
Agriculiural Polive (CAP), while the Ulnited States
mcwing wward a comparative advanlage in agel
tural expaorts. The Umupguay Bound thus turmned into
J1||I'rli|.'i:-'|-'|.l coritest Between the majors, and bor e
teen months the mamn activity of the multilates
|'|I.-'|5|.-:|I.|::I‘:|:|| wits o oseries of  Dilatera]l  encownten
beoween US and EU officials. Thas blockape halted
o ress B dreis wilther than i|gri|._'|_||'.|_|:q': il evep
between ather countrics. The Untbed States and ¢
Faropean Union eventually reached o resolution g
thelr differences In the "Blalr House' accords nn ag
culbure, but agriculture continued to be the major
stumbsling Diock toa genersl sgreement until very Jete
in the negotadon. This whole affalr re-emphasize
the imporbarce of the majors Tnomlblateral tra
negotiation.

Results

Thie Lruguay Roamnad agreements wers coneluded on 85

December 1993, They represented an ennrmods |
accomplishment fne the wordd bading svsiem, These
agreereents created the World Towle Organisstion,
which represented instituoonal progress n that the
W TV is o furrmially cunstituted] intemmationa! onganizi-
tion and nnt—as the GATT was—malinlya contract rver



tracte rules betweerncouninies, The WTO had enormons
- symbolic importance for thie world trade regime, but it
also had practical significance as well. Internally, the
WTOand the Uruguay Tound agroements proviced for
earer rules on trade, and oeduced the ragmentation
ad Inconsstenoy that bad existed betwesn various
ATT-sponsored spresments. Externally, the WO
fovpoed thae pode of trade In intermational coonomic
Ficorts, aril it peemitted trade conoerms to be mors
v represenited in relations with the World Bank and
Insternabional Monetary Fund.
- Second, the vadous agressments reached at the
av Bound greatly expanded the rules of the
srotationtal frade svstem. Mow issues Jibe services
brought under multilateral oules fur the ficst
while old issues like agriculiure and textiles
long hal been essentially outside GATT
Bciplives were brought under multilateral rules,
eby bepinning the lengthy process of reducing
icnizim in lwnsectors that had long resisted the
rresslon woward a more liberl world frade reglme
dberp 1997, Third, the Uruguay Bound agree-
were accepled by the developing countries
pd I the megotiation, aod they represented the
In-n-m_-hing cormmitments those countrivs had
In the Internadonal trade regime. Fltectively,
brought the developing countries inmbo that
e The Uruguay Round concheded at a time
many developing enuntries wpre undergoeing

p 4,1 Resutts of GATT negotiations: 1960-54

substantlal lheralization, wnd the confluence of
chunge in the developing world and the deepening of
thermultilaleral reglme will engage trade moee Mully in
the progress toward international development.
Farvally, the Uruguay Bound agreements representid
aturther steptoward a svstern based on rules instead of
power in International  trads. The agresments
advanced the rules-hased nuture uf trade relations
between countmics, and thereby inceeased the eco-
namic security of smmaller engd middle eountries in
thelr relations with furger powers, [0 particular, the
agrecments established a formal, intograted dispute
switlement spstem o reploce the largely ad hoc
mechanism that had evelved under the GATT. The
agreements created an obligation for cnuantries to
adjudicate an issue i a trading partner sceks this
recourse, Conversely, countrics are obligited oo
1oy use unilateral trade sanctions as an allernative to
multilateral dispute selilement actions under the
W, Bath provisions were intendded b increase
the prospects that coundries regardless of their stz and
puower would be equal before the Law in trade dispules.

Key points

» Develnping cnuntrles resisted cfforts by developed
countries to establish @ new GATT nepotiation
following the Tokro Round.
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* The Uruguay Round {1986-23) comprised a lengthy
negotiating agenda, including new issues such as
trade in services and trade-related Intelleciual prop
erty (THIPS),

# The it difficnlt issue in the Urogoay Rownd
was Irade in ageicultuee, particulardy bebseen the
major parties, the Luropesn Unicen and the United
States,

The WTO in action: 1995 and beyond

The structure of the WTO

The WTCO was created as part of tha resulis ol ihe
Liruguay Bound  negetiations that concluded on
15 Decemnber 1993, and it came inby existence un
1 Jarsary 1995, Also included in the Uruguay Rownd
resulls were a series ol agresments that established
rules dealing with agriculture, services, textiles and
clathing, infellectual property, a3 well as 2 number
of other ssues related o trade. These agreements
advanved  substantoely the rueles-based nature of
the irade regime originally established under the
GATT As the late Professor Rayvmaond Vernan (1995
Aally observed shortly atber the conclusion of
the Urmguay Bound, 'The apreements, if taken ai
thelr face value, show proosmise of reshaping trade rela-
tionships throughout the world.' This statement
susely  retlects the stunning accomplishment of
the negotlation, which was all the more remrckable
piven the low expectations held at the starl ol
ie poard.

The WTO portion of the Uruguay RBound agres
ments crealed an unsual international ongaoization,
Wt internatonal orpanizations have spectiled pro-
cedures lon rmaking decisiens in the name of the cal-
lectivity, but instead the WTO continued many of Lhe
canseniual practices of the GATL Eswngally the
WTO represented a contract berween 105 members,
Lhe purpose ol which wis o establish trade rules and
them to back up those rles with a poweriul dispule
scttlement swstem. o wnderstarad the WOTOL, it Qs
MECEssany o Examing importnt legal clements
drawm from the WTO Agreement and the [Hspute
Seltlement Uridherstancing {DSLT), .

* The Uruguay Bound was an enormops
plishment for the Internatinnal irade
Ieseernational rules were established in mast
tant areas of intermtionmal tricle, the Wim
Orpanization (W T was created, anda ma
ive dispute scrtlement swstem was establis
developing countries became full particip
thae WO system.

A the outset, the WTO Agreement explicitly
lished a new intertalinnal onganisilivu vwlbcke
provide svmbolic visibility and permansnce i
riliomiel trade policy in the international
Jackson 19981, The W was vested with |
sartality, which the GATT did not have, and
placed the WTO on the same footing o ot her on
gitions like the IMF or World Bank. The
Agreement further stated the WTO should be
‘common instmtdonal framewark’ for trade
armunyg its members, and that it should ‘faciiitan
implementation’ of the varicus Uruguay
Apreements. These provislons were impostant in '
they centralized the governance of the trade s ;
fur more than bad existed vnder the GATI. Bva
parison, the AT e 19908 was rapidly boeo -
il pat-pourny of decentralized separale agres
which risked creating a witering down of the
obligations of the trade regime.

Second, the WTO Agreement prosided thal mes
bers would accepdt the WO andd the various o
Agreements as a single piece, and would be ohiigss
bring their domestic laws into conformity with thl
Agresments, This commitment incorporaced
well-knows concept ol single undertaking' thater
tallized during the Uroguay Round negotiation.
single u."u‘lPrIﬁHill::'. Atk that countries were ot
o pick and choose among the varinues agresment
i the Tokyn Hound, Dot were reguinsd 1o accept &
irnplement the agreements as a package deal T
stratagem lnsured that nagodlawors woeld rake bn
offs im arriving at their final offers in the negotiabe
andl it also helped to clanfy the ahligations af
bets in the implementation stage that Bollowed,



Third, the WTD Agreement provided for institu-
tional structuce angd decision-making procedures for
the new organizaticn, which was more complex than
the GATT bad bBeen to fake accnunt of the greater
‘complexity of the subject matter in the Uruguay
Bound Agreements. On one point bowewer Hie WO
gontinued the practice of the GATT, namely in the
provisinn nf decision making by consensus, The W 0
CAgresment in Article IX defined vonsensus as existing
if no Member, present at the mesting when the deci-
sipn is taken, Formally objects to the proposcd
“declsion’. This procedure meant thist the WL would
continue mainly as a conbract organization that
would ped create obligations for individual countries
Bevond thase it had accepted under the consensual
derlslon-riabloog pras Lices ol Le WY,

As for the Dispute Settlement Understanding, it is
Mbest necessary to note that the Uroguay Eowod negoe
Hators were aware they were creating a vast addition
A International made laws, and they further recog
mized a legal svstem needed I he backed up with judi-
dal procedures in order for the laws o have any
actical iImpact. In practical tecms, this weani that
O membsers embroiled ina dispute with another
wember should have a night o proceed tooa judicial
o poess, and that the result of thal process should
e [Legally) binding on the parbies. The DAL provided
dor thisbasic right, and its signiticence can e appreci-
: by the Fact that similar rights are practically

The practice of dispule selllement was bogun on g
arv basis under the GATT, and certain roce-
5, such s the establishiment of adjudicatory panels
hear cases, were well in place prior to the cneaticn o
the WTO. The WTO's DSU improved the system Ina
ber of particulars, Firsl, whereas the GATT had
pquired the consent of both parties fora panel 1o be
githlished (thereby allowlng the party complained
] st o quash the panel procedured, the DU pro-
des in Article & that: 'If the complamming party o
pequests, a panel shall be establisbed | L Purthermere,
31 the panel decision o become legally binding (er
Sdopted’ by the Councdl, the plenary body of the
ATTs Contracting Parties), the CGATT requbted con-
msus of all parties, meaning thal Uhe parcy that lost
o case walld have to acquacsce tEthe report were to e
gdopted. This provedure was nol as meaningless as it
ighit see for dispute sertlement wis a valued concepl

ursder the GATT, and consensual adoptions were the
nornval outceme of dispuled cases, Mevertheless, GATT
praciive was an example of weak law, which was
strepugtbiened under the 8L by the requirement that o
panel report would be adopted unless memibers decided
b consensus pat to adopt the report. This meant that
a winning party would have o eppose adoption if the
report was b be rejected, which is wondibely: hence (he
510 rabes vitbeally provide that panel reporis are aiile
miatically binding (Palooeter and bavosidis THUY).

Second, the 13500 sirengthened the scope and
mechantcs of dispute settlement in the WL An
Appelate Dody was established w Improse the con-
sistency ol legal decislon making, The coverage of dis-
pute settlement was extended toall apsas of the
Cruguay Round Agreements, which provides for an
irteprate legal system and removes the competition
that previcusly existed between differing dispute set-
tlement mschanmisens. Firally, the D50 makes itoblig-
alnry for Members engaged inoa dispute boowse the
WTO system and not resort 1o unilateral measures as
doree in the pasi to settle the matter themselves,
faken i sum, the DSU represented an extraordinery
stop forward in the spplication of legal principles and
roethods in internatinnal law. That it would happen
In the trads ropime is an indivetor of hew much thal
regime has become gorerned by rules established in
mulcilateral negotatons.

The WTO as an organization

The WO is micst accurately described as a formally
carttfacted lody of rules backed up by a judicial ses-
tem and a minimum of politivel strecture (Winham
19985, The GATL which was malnly a contract
betwern partics, had provided tor the prasibility of
juint ofganizational acton by the “Contractiog
TFarties’, but such actions were nol emphasized
i ime General Agreement. By contrast, the W
Agreemaentoutlings a nurnber ol specilic luncions 1o
B tukers by fhe WD a5 2 collective body, Thes:
include: the implementation and sdministratinn of
the Uruguay Bound Agreements; maintenance of a
forurm for further negetiations; administration of the
dispute settlement system; aclministration of the
Trashe Fulicy Beview Mechanlsm [TFEMI and Liaison
with the World Bank and the IMF, With the exceplinn



nf Halson with international financlal Institnitlons,
thase functicns had been lirsl estahlished under ihe
GATT an a customary hasis,

The principal smuctures establizhed o caroy out tho
tunctions of the WL are s Ministerial Conterence
meeling every bwo vears; a Genetal Council, which is
aconlinuation of The Coungil ol ihe GATT, and which
cant also meed asa [hspuie Settlement Body and TPEM
[Hevviatyy B ¥ and three councils in the area ol |_{-:'||‘:-c‘fh.
services. and intellectual property. Various other
CIEEILS Are el bed in the ¥OI0EA Lresmment, sk s
the Committee on Trade and Development, and
dckdlitioonal bocdies cian b croated I_|_'_.' thie Miristerial
Conference as it deems necessarny,

The WTO Agrecmnent provided for a secretariat,
whickhin the GATT bad developed onan informil and
customary basis. The WL secretacial is small com
pared to the tasks 1t 15 expected to perform, and it is
ceftainly smail in relation oo other inlermations
coonomic orrantzations. For example, in 1996, the
curnplete sttt of the WD numbensd 513, whensas
comparahble lgures for the World Bank and the
International Monctary Fund were 6,781 and 2,577
rl“i[!‘l'li'r'\q'|:|-' Alivckharst 1YL, This same research
showed that the WTO personnel numbers were
caceeded by osome fifteen international orpanica-
doms, including some, such as the U Indusirial
Development Orpanization (1758 individuals) and
the World Intellectual Properiv Organization 1630
iredividuals), that have a much lower profile than the
WL

As noted previously, decision making in the WO s
Ivased an consensus, which is the same ['-r:l.l'li-:'l- IEL
had dewelnped by custem In the GATT. Consensws is
not the same as unanimity, anditis clear that the legal
definitinn in Article 15 ol the WO Agreement, as
willas past iand contemponiry pridtice, permits coun-
trles to abstain and thercfore wo allow decislons to go
burweircd imn cases where not all members are in agree-
ment with the issue under considesation. Consistent
with the reguircment for comsensus, mos? Orgins
ol the WOk are plenary and all members are able in
participate.

The tasks ol the W0 are cacried oul by s profes-
sivrnnal stabd, ancl alw by the vigoroos involverment of
thc Geneva delegatdons of the WO members, which
permtits the YW 10 o funetinn with a small secretariat.
The WTO 15 wsunally described as a ‘'member-driven’

organization, meaning that the members and
the secrelarial are mainky responsible Tor selti
the agenda and carrying out the functons of th
oIganization. In the important moutine tasks
the organization—inclhuding judgemernts on wiives
ol obligations, initiation of disputes or complaint
accession of new members, of working pardies on i >
trade areas—actiodn caronly be taken by officials tron
member gavernmenis, Kesearch rom 19497 indicales
that to cover this workload, there were some 97 memn
hieers weith "'t'E:-rl.-":.l;'IIIi!l‘ill'ﬂ i1 Crenewi, withy an ave TARELD
about flve professlonal  officers  per  delepgatios
(BHackburst 194981, These officials, plus their ba
up support in home capltals, excesded slightly
manpower available in the WTO secretarlat in
SALILY YL

Iry adeditinen to the J_lrill-:_'ip:sl structures of the WK
mentioned previoushy, there are over twenty-
crrnittees and l.l.'llrkillg_ HTLL%, arnd v Huactoaat
number of working parties on accesslons of q
members, all ot which in principle ame plenacy bodie
In addition, there are cigans wilh limited memb o
ship, including the Textiles Monitoring Body, plar
letersl cornmittees, dispute settlerment panels, -G
the Appellate Bodv, Addidionally, multilateral tra
nepotiations occasionally create further sttucture an
tasks, and during the Tokyo and Urnuguay Eounds
a paralle] structure under a Trade Nepotiati
Crmmiltes was struck teoservice Uhose nagodiation
Finally, there is an informal and fluid structure of oo
sultatinn: groups designed b0 hring ‘like i ded
members topether to disouss issues of common
varrt, The work associated with the various LT RATTS i
the WTO s carried outl mainly by the Geneva deleg
dons of the members, with assistance from the W
secretarial. The frequency of mestings is large and
growing, and countries with smll delegations
hard pressed to monitorn, let alone direct, the activides
ud the orgEnigation. dndeed, many of the least d
oped countries have no representatlon in Geney
ing] have little capacity to pursue thiedr own Inee
independent of the positions taken by develnp
countrics asa blog,

One of the Important tasks of the WTO 15 @
rarniter and research the trade policies al L
members, An important element inthis sk is
frade PFolicy Beview Meachanism which was be
by the GATT in 1988, roughly midway through



wgotiativn of the Uruguay Bednd, The TPEM is5im-
¥ a review of a member’s trade policy regime, con-
el i part by the menber itseld and by alficials of
G T AATOY sacrelanial, Major orading countries
as the United States can expect @ review onee
traw visars, but bur smtaller countries the rotation
b less regquent, The main purpnse of a TPRM
ew is information disseminatinn and  trans-
oy, bl the reviews are also a valuable tool o
ate whet her rnembers are in full complianoe with
ciligations under varions WD Agresmerits,
TPRR reviews are an example of collective cxeou-
actlon in an organization that has weoy muoch
clown the executive function in comparisnn Lo
rule making and rule adjudication functions,
pending on the development of the international
2 spstermn and the poelitics condocted within that
gime, the execotive function of the W0 could
scoime a much more important factor (o the futore,

politics of the WTO

Lis commmon io describe the WTO as a “rules-based”
stemt. Like the GATT bofore it, che WO mainly cun-
e of o st of roles interuded e promaote Lrade
eer mamber counirles, and especlally to provide
nart-discrimination in sding relations. In any
et o rules, a mechanlsm for handlng disputes is
al and logical extensicn af thit system. In the
AT a dispute seltlement system developed by cus-
mary practics, but in the WO it weas mandated by
wtinnal agreement in the form of the DU, and
Sluded In the Urnguay Round Agrecments, The
15 a particulacly powserbul foem of international
spate setllement, and the management of this sys-
e has created political controversy amang Hhe
gmernbers ol the WTO.
A the outset it stuowld b poted that dispute selile-
it procedures bave been frequently used in the
o World Trade Ozpanization statistics o100
M0 inulicated that in slightly more than five years
operaticn, there had boen some 193 member com-
ints b phe WOTOY on 151 distinel trade issues. By
obor 2003, total complaints numbersd vver 300,
ppraximately half of the complaints are scttled oo
gropped in the consultetion phase thal precedes
Sormal dispule setilement (Davey 2000, Once a case

15 formally engaged, it proceeds to 4 three-person
panel comprising Irade experts for a legal dedsion,
and thenif requested, it will continue to the Appellate
Body on appeal, Coce o decision bas been resched,
the next izsue is implementation. This is a problem
the WTO accepted In moving to a legally binding dis-
nute settlement system compared to the mote diplo-
matic and pohtcal syswem that existed previcusly in
the GATT, where countries could avoid o legal deci-
siom thiey comuld ot Live wiithy, bey the WOTCE, ountries
are legally obliged toaccept and implernent a negative
dispute settlement decision, aod 6 35 possible for
ire injured COURERY (0 lake -M.anialnr}- action, evern
thnugh suckh an action [ counter-productive from the
standpoint of lberalizing the trade regime o that it
crects further barders to trade. Dot fur the Llargest
WO mernbers, it is usually impossilbde o oblige a
poeweriul countiy—even through retallatory sanc-
dons—ito implement an adverse decision that it s
determined o ignnre. This was parlicularly the situa-
don with the Herarics and Banonas cases, tvo dis-
putes that divided the United Statesand the Eutnpezn
Urrinn. The prohlem isthat if majer powers are able o
cdrcumyvent the cbhlipaticn to implement adverse
panel decizions, the W dispule setilement syslem
wriil quickly lose the moral authorior to securc imple-
rnentition from any countries, This could De a satal
Pl b che WO rules-lased reglme,

Thaze ace other problemns with dispote settiement
that have heen raized by developing countoies. One
is the costs of ltgation bBetore WO panels and
the Appellale Bndy. There bas been a tendenoy for dis-
putes toogroww in legel complexsite, o probien thal
wirs already evident in the GATT in the late 19805,
There are now mere aercements to consider, andd the
prospect of .;|}1I_||:.;|j o the WO -"nll[:-r'll_ii-r" I5||'||.1.:.-
has Increased the imporance of facmal evidenoe
ianed precise legalargument. The complexity and costs
are especlally bard o munage for developing coun-
trivs, which gf[u:ru]_l:.-' impve small delegations In
C:eneva and =therefore may ke forced to choose
hetween hiring expensive counsel orsimply iergning
the gppociuiny o puisue a dispue settdement case,
These difficulties can impel developing countries
teawvard a defensive rather than offensive posture
i alispute settlement, and mav seduce the market-
opening possabilitics that the dispote settlement
systerns 1z hodd lor more alluent WO members,



A sgoond problem is what some countries have
called The ‘politicizatinn’ of the dispute setllement
system. Une lssue 15 the tendency in some countries
that haee lost WO cases for governments to come
under political criticism for permifling unwarranied
forelgn Interference in domestic policles. Such criti-
clem Inevitably frrces government officlals o take
pelitical acceptahility (as well as WTO law) intn
accrmi when deciding hosw inimplement dispute set-
tlement decislons. A sccond issuc is the decision of the
Appellate Body o scoepl amices canae Briels Tom
covironmental non-governmental | crganizadons
[MGCks] in the Shrnpe Tarlle case between the Limited
States and & number of developing couniries. The
Appellate Body fonk this action o address cribicisms
Lkeat Lrv pefiusdnng wo aciept inpues froom NGOs (suc as,
for exammple, the Wozld Wikddite Fund or Greenpeiace],
the W dispure setilement spstem was undemocra-
tie and oot inchesivee, Dowever, the action of accepting
legal hrlefs from MOGOs undercat the concept of the
WTO as an erganization having nation states as mem-
bers, especially when soame pourer WL members
might not have the capahility or financial resources o
submmit eenius corae bricks themselves, even if they
had the legal right boode il Thes, inaltempling o
increase the democrade inclusiveness between devel-
v comerekry gonermmeniis and thye M s wihich are
their domestlc constibuents. the democratic inclusive-
raes ] juricival egquality of the developing country
maembers af the WTO = called into questlon.

Im spite of sech problenss, dispote settiementis bone-
tinning reasonahby weell in the WO and indeed it ls the
vornerstune of the regime, Any system of rules negquines
i _i|u£i-:_'i.1- Turuticm i"1l:lr'rjlr\r'| anud :|1|::l|_':.- the rules s
spechfic cases, and the WTO system continues to serve
the interests of the membiers, Howeser, the rules e
not always clear, and some judictal interpretation wall
le e ERRATY 0 d]l]l".-' Lhe rales in .‘\.|'|I.-‘:{iI'I-.' CALEs, A% 4
result, pancls and the Appellate Body will continue to
Face ditficult decisions in which criticism is inevitahie
hut outright condemnanon b= unlikely.

MNegotiations

Oine of the major tasks of the WTO s to promote trade
||i:'|5;u‘ri.:1|:ir_:-r|'_-.. I'his task is emanciates] i the W0
Agreement, which calls on the crganization 'to pro-

vide a forum tor negotiation” on matbers arising
the [Nruguay Round Agreements, and on fi
issues concerning the mulolateral trade relaton
the members, This mandate is more precise than @
which existed under the GATT. However, the spons
ship of negotadons: did arise by customary pre
under the GATT, and in ome those nogotia
prowed their value in termes of forwarding the ag
nf trade Hheralizatdon, Hence, the WTO Agreem
cffectively codificd GATT customary practice,
huilt negotiation of new issues inbo the orga
ticnal misson of the WTO,

The W0 mmoseedt |1|,.|E|'k|_':.- atter 195 1o ¢a Iy
mandale o sponsor negotiatinns. In the area of
in services, the Uruppay Round had conclod
wilhiout comuitments loctcoing from e
in financizl or telecammuonications services, TH
hecame subjocts of new negodadons, and by 1997
WOTO wears afble to anmonnes rrl.ﬂ_il:-r THEW g e ETETE
hoth areas. The telecom agreement produced mew
cralizing commitments T sixty-nine goveTrrne
COVE r'r'g"-.IIZ]E1PrL"P:|1 |:-I’EI||P_:I&1 {elecom revenues, w
the financial services agreement Included fifoe
scheduled offers from seventy countmies (oo
the EL as fiftesn countries). bMost important;
United States particpated in both agreements, @
croppedd ils prrevions rafusal o appl;.' CONCEELIGNS
all other partidpating countrics on the basis of €
imnst-tavoured-nation 1‘|.-'i||:'i|_‘.'-|9.

Further, in 1997, another negodadon conck
theat was novesl andd nat a canstismeation of the lirug L
Tound. In March of that year, some forty go
ments conchaded the WL Ministerial Declarati
e Trade in Information Technology Froducts (T
that freed made on computer and telecommurid
':iq'\lrl'k.l."'l,JI.IiJ'll:l"lPll1. Ihis agresmen! was oo luded
quickly and it is stgnificant because, together with
elecnm agreement, it cowvers oade of a value equal
that of agriculture, automobiles, and textiles com
hined. These agreements represent the new econnme
in tormms of commerce betwern natons, and 1t is cless
that thats commerce 5 more lkefalized 1than |
commerce of the old coonomy.

Im the areas af agriculiure and tiade in services, LB
[.:H:IEll_Ii!:r' Heanmil Aureernerty Fraed dreclucdesd i "Doilteie
agenda’ that called for new multilateral negodations to
sfart in ZIKK. These negotiatinns got under way desp e
the failure of the Scattle Ministezial Mecting



Jocember 1999 which atternpoed to estiblish a man-
g@ate for a new round of negodations in all arcas, Thus,
alloving for the sethack of Seattle, the WG
smomstratel] it was capable il SPCIATIE  (EW
zotiations nn oa sectoral basls followlng the conciu-
of the Urnguay Bound. Oeeer time, it appean:
at nepotiation s beoome Juess an exceptional partod
Hhe GATT/WTO egiome and more pact of the ool
Busines: of multilateral trade celativns, The WO is
moving towand @ regime of ‘permanent negotialion’, in
which the nrganlzaton begins to look more like a tvpi-
national legisloture aod less like the occasional
plomatic encounters of internatinnal relations.
The W T Agreement calls for a ministerial oectng
r bwec years, and the Scattle meeting of December
provided an opportunity for some members to
fior the commenceinent of o majur new round Gl
e pegolialinns, As had heen the case with the
ay Nound, calls for a new negoiiaton ooca-
sne] a major filf in the multilateral trade regime.
Furaopean Union enthuslastcally supported a
negotiation, anud proposed @ oser o new issues
luding the contrversial subjects of Investment
ad compeddon policy. It was, however., less forth-
ing onagricultural subsidies, For s pact the
mited Slates also favoured a new negotlatlon and
oposcd reductions in trade barriers in ndwstrial
sols, bt it insisted on introducing trade sanctinns
protect domestic policies related oo Labour and the
mment, Developing countries leared Lhese
d be directed mainly at them, The United States
g resisted bl eonecessions non lexliles and was
arm toward negobations on investnent and
mprtition poelicy, U agricobbure, Washington car-
Bl ot il long-standing policy of making maximum
and: on the European Union. Japan also sup-
e @ new negatialinn, especlally on new [ssues,
% it wis prepared to stomewall discussions on agri-
ure, Finally, the fifteen-nation Calrns group of
gricuitural cxporters, including both develapad amd
o '-']-"i-fl.E. cintries, continuecd 1he ‘all‘-:‘lr‘.-g |'||':-51[Il.‘.l|1
¢ had initlazed 10 the Urnguay Bound apainst
sport subsidivs on sagriculfural frade,
The developing countrics were penerally hostle to
itlea of & mew negoliation, largely on the grounds
hat there was unfinishied business from the Llruguy
nid, such as agricultural heralization and 1mple-
enfation of the Uroguay Bound  Agrecments;

thew arpued that these lad @ be setiled belore (he
international trade community sbould underfake
piew inddatives, [endie took the lead in enuncialing
these concerns, and elahorated what became known
a5 the implementadon issue. A central argument was
bl thue Uruguay Bound Ageeements had beseunlair
tor deeeloping countries, in that those agreements
ubliged governments fo carey oul costly adminisira
Live relormms, or o Llil.l'|il'|[::'q,’l|ll_“ in ‘.I,.l"‘.":;E'I'JLIPI'H r‘.E'l_I-.'II'.ﬁ
tinns they were unprepared to tackle. Arguably, these
obligations were more casily borne by developed
countries Lhat were mare affluent, of already had
imare elahorate greernmaent or administratine struc-
tures. Anothor arpument in the implementation
debate wis that developed countries bad drsn up,
and then  implemented,  the  Unogoay Eouwrd
Agreements ina way thal denied ie developing coun
trles the heneflits supposedly forthooming from those
agrewnenbs. This argument wins buoyed by the belied
in develnping countries that they had accepied
ereater liberalizaton of theic own markets than wis
thae case in deeeloped couniries, with the resull that
they did not recelve the export access for thedr prod-
nucts, erpecially apricultuee and texatdics, that they bl
bargained for, In sum, India made the case that the
developdng countries had recedved abad deal from the
Liruguay Bowmd, ol that Defore any new negatiation
cnuld hegin some effnrt showld be made to redress the
ineguitics of the previous negatiation

[te feartle Ministerlal Meeting was thus comprom-
isedl by contlicting positions of the various WO
roernhers (Cdell 20021 Tao this was added a hltoer Aght
ot Che selection of the WO directorgeoeral, which
bk place cver the sis months prior i Sealtle and
compromised the preparaocns normally required for
SUCTESS i1 any o ministerial rmeeting, The mesting
iselfin Seattic was also compromised by stooct protests
b mrcips opposed e the W and o glohalization,
and ovwen by mismanapement of the nepotiatiog
agendaat the meeting iisel L These laciors combvined 1o
make the Seattle Mintsterdal Meesting a spectacular fual-
ure, dindsters lebt Seattle without agrecing to Sunch &
neaw pound, and the collapse was so complete that no
COTOImUTiguE wits  produces]  promising the usoa
ctforts at cooperation in the futare,

“embsess were alasmed at the fallure at Seactle, and
recopnized it as o test of the success of the WHO itseld
Following the seatile meeling, work continued at the



techrical level to bridge the many gaps between WO
mmembers. It was recognized the two-vear ovcle of mein-
isterial mectings provides a stern test For the political
viahility o the organizadon, and membsers were
determined i resolve as many problems as possible
Dicbore the next meeting o (he auturnn of 2001,

Uradually, the mapor participants  introduced
concessions into thelr negaliating positions, The
Eurvpran Union reduced i3 expectations for now
rules o investment and competition policy, and the
s dropped its conlentious demands on Jabour righis
arl the enviremment. There was alse soome proroise
for mawvement in agricuibure, which tradidonally has
been the sticking paoinl in GATT nepotiations.
Coupled with the increased fexibility shown by the
pacticipanty, the WITO secretanial isell was betier
organized o omediate political differences. and 1o
minapge the enormous detail pssociated with a larme
rullilateral trade nepotistion.

By Beptember 2001 Lhe inost extreme posittons had
been muodified and the parties had achieved o single
negotlating lext, which is the sipe gea s foe Suocess
in multilateral megotiation, By this time it was clear
that the major issues for the WTO membership were
those of the developing countries, incduding espe-
cially implementation, agricultuee, as well a3 a.con-
cern that had suddenly risen on the world stage, the
access to medicines needed o combat disease o
poorer countriss, Developing countries weee fear(ul
that the Intelloctual Froperiy Agreement would pre-
VETIT A0Cess 1o cheper gereric drugs to Aeht ADS ard
viher disvases that preved on pourer sodctics,
and they demanded o modification of the THIPS
Agreement toopermil distretion o overnide . drug
patents i the event of @ natinnal health emerpence.
Developed countries werne generally unwilling wo forgn
concessions that had been achieved in the Uruguay
Eound. and the issue festerad for several vears while
the AllX epidemic gathered momentum, particularly
in Africa. The severily of the ALDS crisis brought monal
prressure to bear on developed couniry governuments
and tha pharmacedtical industry which had sup
ported strong patent rights in the Uruguay Bound.

The ministerial mieeting wias held in Doba, Qalar,
20001, The conference
wis pre-negotisted and well prepaed, for in compar-
som to the Sealile draft decleration that bad 402 pairs
ol sgquare brackes o the ext (which ndicame
disagresment), the draft declaration for the Dok

In barvernher agemmla

Jion wars development, and In keeping with

meating had cnly thirteen pairs of hrackels ref
fiar ministerial decisions (Odell 20020, The Dol
reflected the continuing cffort at compro
b characterized the discussions since
Hoawewer, the TEIPS health isswe rermained
Ing, and it was important enough that 1 theepte
cause | he meeting tobreak down In disagreamen
stakes were high: for the developed count
TRIPS agreentent represented an impartant
aguinst the misappropristion and even theft
lectunl property, but for the developing ¢
access to lower-cosl generic madicines could
trinaluted into Hves saved o Iost in the fight s
AT and other discases. An end o this imposse
evenlually reached through an agreement (o exi8
the date by ten years, wntil 2000, for least develog
counitries b provide patenis on pharmaccuticals,
by @ tormal affirmation that ‘Lhe THIFS agreemes
docs notand showld not prevent Members from taki
measures o protect public health!, The latter. state
ment only reiterated rights that were already o
tained in the TRIPS agreement itsclf, but it
accepded by developing countries becawss it coei
prosumption that WD members would Be ahle
exercise their dghts o procwre generic medicines, 2
more important, thot other members (particularly
LISAL would be unlikely 1o fake dispute settlo
actlons against membswrs that exerclsed those righbs,
Thee resolution of the TRIT health issue nsured se
cass of the Doha meenng, although it sasald £
anather twentv-ong monibs wo eliminate the fin
niwstacles tochesperdrug imports O TOUMERR), Of
bzsues wore settled at Doba, particularly the question g
implementation where the parsties agreed to roll mods
of this agenda inm the forthooming negatiation. With
thie success of the Doha meeting, the WO membess
formally nitiated s pew multilateral negotiation wil
a deadlire f Decernber 2004, The agenda comp
twebve wide-ranging fssues, the focus of the neg

focus the memb=n wchewed the term Cround’
twvour of the otle Doha Developamient Agenda (DD
The LA commenced i Jamuary of 2002,

Ira ity short history, the WOOE suffersd o serions sei
back in the Scattle Ministerial Mecting, and then
rebounded o launch s new multilateral negodiation i
Phve Dhobsy binisterial Meeting. The latter mecting 1s
outan agenda lor t he negotintion, and the negmtiatio
proceeded, but It was met with fregquent delays 3



progress was sinw, The fisst major deadline for the DDA
wiss the ministerial meeting in Cancun, Mexico, in
Seplemher 2003. at which time the Dedaration [Fremn
the Meeting was to take the form of an updaled agenda
and progress repart on the DDA, In Cancun, the WO
members were unahle to tind consensus on a dinisteral
Declanstion. Once apain, the WO met with failure,
The goal at Canoun was to reach an interim agree-
et oo ihe putstanding problems of the negotiation
__:|,|;|'-I'I|.‘:I|_=-|1|_ trr advanee the work of the DDA This gnal
ended when the Mexican forcign minister chaiting
the conlerence cxercised bis discretlon and abruptly
called a halt to the negotiation. The issues an which
the nepotiation broke were investiment and compet-
tion policy, which were pressed by the Buropean
Union and Japan but vigomusly opposed by o groep
of mainly Africin developing countries, However,
behind these issuas was the far greater problem of agri-
gulture, whete again developing countries were inlent
o repister their displeasure at the agricultural subsidy
ractices of the United S:ates and the Eurupesn
WUnton. For exarnple, four West African producers of
; e etemanded a sectoral initiative o ellminate cot-
o subsidies in countries such as the USA, ELL and
(China, but they received 2 responise suggesting African
gountries should diversify their production, i messsge
lch they interpreted as telling them fo siop grow-
wortton, This resporse inflamed Uhe Africars, aned i
@dded o the antiparhy that threatened to spiral out of
porttral an the conference,
Beneath the serirmany of the Cancun conference lay

2 the creation of developed countries, and up to the
Prugruay Found the developing countries were largely
passive pstanders in the development of the intes

mational trae regime. This changed with the creation
thie w0, and the change has since accelenrted, L
pularly with the accession of China o full WG
permbership (WTO 200140, Al the Cancun Ministerlal

onclusion

e

T start of Lhe Doha megotiation was a reaffiomation
o the direction the woild trade regime hias laken since
middle of the past century. The focus of the regime
heen to oreate rules whereby countries Cin
ange goods and services with 2 minimum of

WMeeting, o proup of developing countries formed

coalidon koo as the G210+ countries that succeede
in polarizing much of the debate into @ horth-Sout!
struggle. The hasis for this polarization was the fir
helief of the G21— tht the benefits of the mode regim
have not been equitably proportioned between deve
nped and developing eountries, This is a beliel that
increastnpgly piven some credence by observers of inte:
mational econwreiics, and will have to be addressed b
the ompanization I the future if progress 15 to b
srhieved in the intermstional trade reglme ['Speis
eport’, Econpenist, 201 Seplember 20037,

Key points

* The WTO is a rules-based International organiz
tion that operates on the basis of consensu
sdembers are Jegally hound oo act consisten! Wit
the rules They have negotisted as interpreted by t
dispute scttlement mechanism.

-

ke wark of the ¥WIOr is carrled out b g series s
committees supported by a small internalinnal s
retarial. The dispute settlement mechanism by
hesn especially active.

* The WTO has promoted further negoliated agre
menls n financial ned telecam munications service
and in trade in Infrrmaticn Technology Products.

The W IO Agrecment calls for a Minlsterial Meetis
every two vears, In December 1994, in Seattd
Washingien, some members sought support
enmmence a new multilaleral negotiativn, tut i
meeting  concluded  without  agresment.

Miovermnber 2001, in Db, Catar, following leogt]
pre-negotistions between developed and devela
ing countrics, WO Ministers agreed to initiate
new negatiatinn with a deadline of December 200

interference brean natomal  governments,  ar
the means to accomplish that task has been B0 rea
(ntermational  agrecments  through  Internatio
negoliation. Such agreements are an importa
form of regulation, or system managamaent, in |



intermational  evenooy,  Trade has always  been
regulated, bt i the past that regulation mainly fas
been done unilaerally by natiomal governmients, and
that regulation abways bas posed a potentlal threat
to trade and the stabilily of the international coonomy,
as the 19308 amply demnnstrated. Today. the regula-
ticm o travde is carried out as muech through thie negodi-
ation of trade agreements as through the actions of
domestic agencles, and the purpose is to replace
inward-Inoking natiomal repulation with a broader con-
ceptlon of internativnsl rules, The purpose Ls o koeep
thie trucde system moving In a lberal direction oonsis
tent with an open [nternationsl society, because the
alvernatives to an open socety—wiich were witnessed
i1 the inter-war period in the st enlury—wers o
damaging to the interests of all countries,

Thee GATT and now the WTO are cerstral features of
the interaticnal irade system. Through negotiations
ire these Institutions, which are analogous 1o law-
making in domestic pardiaments, countries have been
able to establish a rules-hased regmime bor ceguleting
imernational trade. The megatiation process is orit-
cally impaortant to the success of the WTO, but itis a
fickle and sometimes fragile process. When it is suc-
cesstul, the rules of the regime are advanced and all
crvunirles can be said to benetit from the greater sta-
bility and predictability that comes from o egime
based nn rales rather than on the play of power pall-
tics. But the negotiation process s not always success-
Ful, and just as an absenoe of consensus orcasinnally
paralyses the legislative agenda In domestic padia-
menits, the absence of consensus also stops the WO
from dealing with problems that many members
think need to be addressed. [f there 15 a major
differenice between domestic parliaments and the

WTTH, it Is that an impasse in the Former 13
Inta question the survival of the institulion, whe
when an impasse sccurs in the WTO, there is
the fear thal the crganization will be celipsed @
countries will use other means, including unilass
actinns, to resolve the probileims they face in the 3
system. Thus an analugy is offen made between
W and a bicyele: both nesd e malntaln fo
maormentu in onder 1o remain stahie.

As it locks to the fulure, the greatest challenpe
ing the WTO will be to fully incorporate the devel
Ing countries intoa liberal international trade
Included in the Preamble to the WTO Apreeme
staterment expressing the need that developing oo
trics showld “secure g share in the growth in intes
tional trade corumensurale with the needs of
economic development’, The Cancun Meeting was
political wake-up call that the developing countns
will use their negotiating power to realize their asp
tioas in the Doha negodatnon andd beyand, [n thep
half-century the GATT and WTO have endus
through many challenges, but the task of imp.
ing a global and inclusive trade regime will he &
most imposing test of all,
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