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2 Opportunity or Challenge? On WTO

Chapter 1 Do You Know WTO?

1.1 What is WTO?

The World Trade Organization (WTO) is the only international
organization dealing with the global rules of trade between nations.
Its main function is to ensure® that trade flows a; smoothly, pre-
dictably and freely as possible.

The result is assurance. Consumers and producers know that
they can enjoy secure supplies and greater choice of the finished

products, components®

, Taw materials and services that they use.
Producers and exporters know that foreign markets will remain open
to them.

The result is also a more prosperous, peaceful and accountable
economic world. Decisions in the WTOQ are typically taken by con-
sensus among all member countries and they are ratified by mem-
bers’ parliaments. Trade friction is channeled into the WTO’ s dis-
pute settlement process where the focus is on interpreting agreements
and commitments® , and how to ensure that countries’ trade policies
conform with them. That way, the risk of disputes spilling over into
political or military conflict is reduced. By lowering trade barriers,
the WTO's system also breaks down other barriers between peoples
and nations.

At the heart of the system — known as the multilateral trading
system — are the WTQ’ s agreements, negotiated and signed by a
large majority of the world’ s trading nations, and ratified® in their

parliaments. These agreements are the legal ground-rules for inter-
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4 Opportunity or Challenge? - On WTO

national commerce. Essentially, they are contracts, guaranteeing
member coun;ries important trade rights . They also bind govem-
ments to keep their trade policies within agreed limits to every-
body’ s benefit . The agreements were negotiated and signed by
governments . But their purpose is to help producers of goods and
services, exporters, and importers conduct their business. The
goal is to improve the welfare of the peoples of the member coun-

tries .

1.2 History of WTO——The Past, Present and Future

of the Multilateral Trading System

The World Trade Organization came into being in 1995. One of
the youngest of the international organizations, the WTO is the suc-
cessor® to the General Agreement on Tariffs and Trade (GATT) es-
tablished in the wake of the Second World War. So while the WTO
is still young, the multilateral trading system that was originally set
up under GATT is already 50 years old. The system celebrated its
golden jubi]ee® in Geneva on 19 May 1998, with many heads of
state and government leaders attending.

The past 50 years have seen an exceptional growth in world
trade. Merchandise?® expoits grew on average by 6% annually. To-
tal trade in 1997 was 14—times the level of 1950. GATT and the
WTO have helped to create a strong and prosperous trading system
contributing to unprecedented growth. ‘

The system was developed through a series of trade negotia-
tions, or rounds, held under GATT. The first rounds dealt mainly
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6 Opportunity or Challenge? On WTO

with tariff reductions but later negotiations included other areas such
as anti-dumping and non-tariff measures. The latest round—the
1986—94 Uruguay Round—led to the WTO’s creation.

The negotiations did not end there. Some continued after the
end of the Uruguay Round. In February 1997 agreement was reached

on telecommunications®

services, with 69 governments agreeing to
wide-ranging liberalization measures that went beyond those agreed
in the Uruguay Round. In the same year 40 governments successful-
ly concluded negotiations for tariff-free trade in infonnation technolo-
gy products, and 70 members concluded a financial services deal
. covering more than 95% of trade in banking, insurance, securi-
ties? and financial information.

At the May 1998 ministerial meeting in Geneva, WTO
members agreed to study trade issues arising from global electronic
commerce® . The next ministerial conference was held in the U-

nited States in late 1999 . In 2000, new talks are due to start

on agriculture and services and possibly a range of other issues.

1.3 WTO and GATT—Are They the Same?
No. They are different—the WTO is GATT plus a Lot

more .

1.3.1 Two GATTS
It is probably best to be clear from the start that the General A-
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greement on Tariffs and Trade (GATT) was two things:

(1) an international agreement, i.e. a document setting out
the rules for conducting: internattonal trade

(2) an intemational organization created later to support the a-
greement. The text of the agreement could be compared to law, the
organization was like ‘parliament and the courts combined in a single
body .

As its history shows, the attempt to create a fully-fledged inter-
national trade agency in the 1940s failed. But GATT’s drafters? a-
greed that they wanted to use the new rules and disciplines , if on-
ly provisionally . Then government officials needed to meet to dis-
cuss issues related to the agreement, and to "hrold trade negotia-
tions . These needed secretarial® support, leading to the creation
of an ad hoc organization— which continued to exist for almost
half a century ,

GATT, the international agency, no longer exists. It has now
been replaced by the World Trade Organization.

1.3.2 The Main Differences

GATT was ad hoc and provisional® . The General Agreement
was never ratified in membe;s’ patliaments, and it contained no
provisions for the creation of an organization.

The WTO and its agreements are permanent. As an intema-
tional organization, the WTO has a sound legal basis because mem-
bers have ratified the WTO agreements, and the agreements them-
selves describe how the WTO is to function. The WTO has “mem-



PBE R KK ? — i WTO 9

FRGFY.

(1) " ABEESAHE,F—AFLAE
53 P % B INLE &

(2) —AJ6 kAR 38 A B Y U IR A 3
FHERRAR, ey R EMERE, XA
HOHBR - AELFEREGRESA, BA
HA AL EERGER,

B H L EMNTAAH,40 £ R AN § Odrafter| 'drafto | n.
RE#EL-MRRGERT HiuH, 2T X P who  wording
T, %ﬁéwm@ﬂﬁ%ﬁm&mxﬁﬁzzfj;‘;;“' to be
HERFOAEFFLE, TEXRETAMNR ’
RAFLHBERRAENEL, BT D 0o
KA BERFEXRFLAGEE, TRE [sckro'teoriol] adj. of
AT AEARNERELGHET F AL secretaries B 1
Z XEMELR,

HEEh—EATEBELLCEL2RAL
T, EREHRERT HALRRK,

{ov:ci‘\
1.3.2 FEXH rrf- VU?“\A @ provisional

CGATTZ R EXE X124 B M. [ povison ] adj. of
(W EDEMNRMAEST — A A R B 4§ E 4 GA the present time only
kBN AR T E X -V T F 2 LS

HRAHELRFEHEFGHNERA
He, A —ARGFAS, HTARA—A
T E AR RAARABATHERA
LB, LB RASHAETTHERT S
HEHRT R A FEARACHRA, R



