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1. The World Trade Organization (WTO)

S —— a student p a professor

S: Excuse me, Prof. I have a question to ask. Are there any differences
between WTO and GATT?

P: Of course. WTO replaced GATT in 1995. Compared to GAIT, the
WTO is much more powerful because of its institutional foundation and its
dispute settlement system. Contracting parties that do not abide by its trade rules
are taken to court and can eventually face retaliation.

S: What about the administration of WTO?

P: Well, the WTO is run by its member governments. All major decisions
are made by the membership as a whole, either at its biennial ministerial meetings
or by officials, who meet regularly in Geneva. Decisions are normally taken by
consensus. In this respect, the WTO is not like some other international
organizations such as the World Bank and IMF. In the WTO, power is not
delegated to a board of directors, and the bureaucracy has no influence over
individual menber’s policies.

8: Under what circumstances do the WTO rules impose disciplines on
menbers’ policies?

P: That is the outcome of negotiations among WTO members. The rules are
enforced by the members themselves under agreed procedures that they
negotiated. Sometimes enforcement includes the threat of trade sanctions. But
those sanctions are imposed by members , not by the organization. This is quite
different from other agencies which can, for example, withhold credit from a
country.

S: It is difficult to reach decisions by consensus among 131 or more
members?

P: Sure. However, its main advantage is that decisions made this way are
more acceptable to all members. And dfspite'the difficulties, some remarkable
agreements have been reached. Nevertheless, proposals for the creation of a
smaller executive body — perhaps like a board of directors each representing
different groups of menbers are heard periodically. But for now, the WTO is a
member-driven, consensus-based organization.



OB 5 £ ¥
TRADE AND ECONOMY

S: Would you please introduce the Ministerial Conference to me?

P: OK. The WTO belongs to its members. The menbers make their
decisions through various councils and committees, whose membership consists of
all WTO members. Topmost is the ministerial conference which has to meet at
least once every two years. The ministerial conference can make decisions on all
matters under any of the multilateral trade agreements.

S: What arc the functions of the General Council of the WTO?

P: Well. Day-to-day work in between the ministerial conferences is handled
by three bodies: The General Council, The Dispute Settlement Body and The
Trade Policy Review Body. All three are in fact the same. The Agreement
establishing the WTO states they are the General Council, although they meet
under different terms of reference. Again, all three consist of all WTO
members. They report to the Ministerial Conference. The General Council acts
on behalf of the ministerial conference in all WTO affairs. It meets as the
Dispute Settlement Body between members to analyze members trade policies.

S: Then how about the functions of the Councils of WTO?

P: Three more councils, each handling a different broad arca of trade, report
to the General council: the Council for Trade in Goods, the Council for Trade in
Services and the Council for Trade-related Aspects of Intellectual Property. As
their names indicate, the three are responsible for the workings of the WTO
agreements dealing with their respective areas of trade. Again they consist of all
WTO members. The three also have subsidiary bodies.

S: Do the 6 other bodies report to the General Council of the WTO?

P: Undoubtedly. The scope of their coverage is smaller, so they are
“Committees ”.  They cover issues such as trade and development, the
environment, regional trading arrangements and administrative issucs. The
Singapore Ministerial Conference in Dec. 1996 decided to create new working
groups to look at investment and competition policy, transparency in government
procurement and trade facilitation.

S: Has each of the higher level Councils subsidiary bodies?

P: Yes. The Goods Council has 11 committees dealing with specific subjects,
such as agriculture, market access, subsidies, anti-dumping measures and so on.
Also reporting to the Goods Council is the Textiles Monitoring Body, which
consists of a Chairman and 10 members acting in their personal capacities, and
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groups dealing with notifications and state trading enterprises.

S: Has the Services Council seen some changes in its subsidiary bodies?

P: Naturally. The completion of the basic telecommunications negotiations in
Feb. 1997 mceant the end of the negotiating group, at least until the new services
negotiating round started in 2000. The same could happen to the financial
services negotiating group later in 1997. In theory, the negotiating group on
maritime services still existed, but with the talks suspended until 2000, so the
group was unlikely to be active. Other subsidiaries deal with professional
services, GATS rules and specific commitment.

S: At the General Council level, has the Dispute Settlement Body any more
subsidiaries?

P: Also, there are two: the dispute settlement “panels” of experts appointed
to adjudicate on unresolved disputes, and the Appellate Body that deals with

appeals.

Notes

1. institutional foundation and its dispute settlement system  HLH4 i) ZE Bl FOAR
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. face retaliation HF|RE
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14. the scope of their coverage B fi 18 FRAITEH
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25. the Appellate Body that deals with appeals 4b38 | R _F VR 2 #HLH

2. General Agreement on Tariffs and Trade (GATT)
S

a student P —— a professor

S: Would you please give us a brief introduction to GATT?

P: Well, in 1947,a group of 23 nations met in Geneva to mutually reduce
tariff barriers to trade. Their accord, called GATT , lowered tariffs on 45,000
separate products. Today , some 110 industrial and developing GATT menbers,
known as contracting parties, account for almost 90% of world trade. GATT’
s basic aim is to reduce trade barriers; the fact that the growth of world trade
has exceeded economic output by 50% during the 1980s attests to GATT ’ s
success in doing so. GATT has grown into a major international organization,
headquartered in Geneva, that provides a framework within which
international negotiations are conducted toward creating global trade rules and a
consultative mechanism for resolving difference and settling disputes under
those rules. It also provides technical assistance to developing menbers in the
form of seminars and training courses on trade policy issues.

S: What about the origins of GATT?

P: In Dec. 1945, the USA submitted a proposal which provided for the
establishment of an International Trade Organization (ITO). A preparatory
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committee was appointed vhich through discussions worked on a draft charter
for the ITO. Meaanw} .e¢, bilateral negotiations took place among most of the
menbers represented on the committee. The reciprocal tariff concessions which
resulted from thes negotiations were embodied in the GATT , signed on 30 Oct.
1947, containine a provisional codification on trade-relations among the signatory
menbers.

S: How ¢ wout its development or expanding?

P: This is a good question. A significant number of menbers sought
membershi' of GATT . In April, 1949, negotiations were opened among the 23
menbers v 1ich were already GATT members and 10 other countries. In 1950
the validi 7 of the tarif* concession lists was extended for 3 years. Initially,
GATT v s proposed as 1 specific internal trade agreement under the ITO, so the
Agreeme at consisted of nly 3 parts. In Part 1 the basic obligations which are to
be fu' uled by the cor :acting parties are laid down — the most-favored nation
claus. and the schedul ; of tariff concessions. Part 2 constitutes a code of fair
trade nd contains the ssential trading rules of the Havana Charter; Part 3 deals
with e applicatior ;, membership and withdrawal, amendments to the
Agreemer.. “nd its re’ tion to the Havana Charter. In the years followed, the text
of the Generar “ear :ment was revised, numerous amendments were reached
relating mainly to t . voansion of exports of less-developed countries and a new
part, Part 4 was add d.

S: What are the major obje tives of GATT?

P: The purpose of the C .eral Agreement are set forth in the preamble. A
distinction has to L - made .etween the general aims, which are also pursued by
many other internati. - 1 economic organizations and the specific tasks. The
general aims are the improvement of standards of living, full employment, a large
and steadily growing volume of real income and effective demand, the full use of
the world’s resources and the expansion of production and international trade.

8S: Is it the specific task of GATT to contribute to the attainment of these
objectives through arrangements directed to the substantial reduction of tariffs
and other trade barriers and to the elimination of discrimination?

P: In Part 4,the contracting parties agree that the attainment of the general
aims is particularly urgent where less-developed countries are concerned. In the
interest of the less-developed countries, endeavors must also be made to ensure the
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stabilization of commodity prices, better access to the markets of the developed
countries for processed and manufactured products of the less-developed
countries, and the diminution of the burdens which these countries assume in the
interest of their economic development.

S: What about the organization of GATT ?

P: The entry of a new member country requires a two-thirds majority vote
by the contracting parties. In a certain sense, this is inconsistent with the character
of the Agreement; as the trade benefits are granted to all GATT members, a state
should only be accepted by unanimous vote. However, it was desired to obviate a
situation in which the acceptance of an important country might be impeded by
member states which supply comparatively little to that country and compete
against it on the markets of the other contracting parties. Moreover membership
does not necessarily involve a uniform tariff system with respect to all
participating menbers. A country with a considerable production and export
potential usually has to make substantial concessions in exchanges for acceptance
as a member state. The majority of menbers agree to its accession only if they are
certain that increased exports to the new member state will offset a fall in exports
to the other GATT menbers.

S: How about the administration of GATT?

P: Well, unlike other international agencies, GATT is not an organization in
the strict legal sense, though the members do act as a body and make collective
decisions and judgments which are an important part of the GATT mechanism.
This body is referred to in the text of the General Agreement as the “contracting
parties”. The contracting parties” main activity is the holding of tariff and trade
negotiations, at which the members grant each other concession in the field of
trade, and of meetings and consultations to resolve trade problems. At the
sessions of the contracting parties each country has one vote and, except in a few
specific cases, decisions are taken by a simple majority of the votes cast. In
practice, GATT decisions are generally arrived at by consensus and not by vote.

S: At which round of multilateral trade negotiation did GATT make the
historical significant decision to establish a permanent organization, World Trade
Organization?

P: This is an important question. In addition to annual meetings of the
contracting parties, a number of tariff negotiating conferences were held under
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the auspices of GATT during the course of the yeirs GATT had been
functioning. Altogether 8 rounds of multilateral trade negotiations were held
since GATT entered into force in 1947 till the end of 1993 when the last round,
the Uruguay Round finally concluded. The big decision made then was to
cstablish a permanent organization, WTO, to take the place of GATT .

8: Was China an original member of GATT, which was withdrawn from
GATT by the government in Taipei for historical and political reasons in 19507

P: That’s true. But over the past 14 years or so by Dec. 11, 2001, China had
becn secking to resume its contracting party status. China hoped to become a
member of the WTO before the body starts a new round of negotiations late
2001. Premier Zhu Rongji paid a 9-day visit to USA April 6, 1999. He is the
first Chinese Premier to visit the United States in 15 years. Chinese Premier Zhu
Rongji and US President Clinton agreed to have talks on China’s entry into the
WTO with a new round of negotiations in Beijing by the end of April of that
year. It is well-known that China has formally joined the WTO on Dec. 11,
2001.

(it : % 23 M % BGeneral Agreement on Tariff and Tiade and the World

Tiade Organization (2 W seif Xi5), TF L %, P BAR K % ki,
1998.9)
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