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The World Trade Organisation (WTO), the successor of General Agreement on Tariffs and Trade (GATT), was formed in 1995.  It is comprised of 147 member nations and accounts for approximately 97% of world trade and is ‘the only international organisation dealing with the global rules of trade between nations’.  The central objective of the WTO ‘is to ensure that trade flows as smoothly, predictably and freely as possible’ by encouraging the liberalisation of multinational trade in goods, services and intellectual property.  The six main functions characterising the WTO, are designed to achieve this central objective also referred to in this article as ‘regulating’ international trade.  The strengths of the WTO, many of which are the very reasons for its establishment, embrace the benefits of free trade and a rules-based organisation.  However, several critics challenge the WTO and whether it is the pinnacle of the multilateral system of global economic governance. 

The World Trade Organisation (WTO) was created from a historical process of how governments have negotiated issues concerned with the expansion of markets, firstly, domestically, and then internationally.  The international trading system, a multilateral system
, was developed through a series of negotiations under the unofficial body of GATT.  The Uruguay Round (1986-94), the final round of the GATT led to the establishment of the WTO.  The role of the WTO promotes the liberalisation of international trade, but unlike the GATT the WTO has additional powers, including dispute settlement and provision for appeals.  Central to the WTO’s ability to regulate trade is it’s following six main functions; administration and implementation of agreements, review of trade policies, dispute settlement, forum of negotiations, assisting developing countries and coherence in global economic policy-making (WTO: 2003). 

‘At the heart’ of the multilateral system, as defined by the WTO, are the rules outlined in a number of agreements both negotiated and signed by members and ratified in members’ parliaments. ‘Negotiation’ central to the rules-based organisation ensures not only trade agreements are both free and fair but also fully abided by countries.  The core agreements or contracts that protect the rights of member countries and aim to benefit the majority are; the General Agreement on Tariffs and Trade (GATT), General Agreement on Trade in Services (GATS), and Trade-Related Aspects of Intellectual Property (TRIPS)(WTO: 2003). 

GATT, updated in 1995, is the umbrella agreement for trade in goods and according to Oxley (2003) 
 removes the politics from trade.  The GATT responsible for the rapid economic growth of countries, which firstly began in developed countries, is characterised by the ‘most favoured nation clause’, that is, a trade concession made to one country must be applied to all signatories.  Reciprocity is another key feature of the GATT where a country receiving tariff reductions by an importing country must reciprocate by likewise making tariff reductions. The GATT also embraces the process of tariffication, where for example, 30% of agriculture protected by quotas and import restrictions were converted to tariffs, which were then gradually reduced for developed countries by the year 2000 and for developing countries by 2005 (WTO: 2003).
The Uruguay Round broadened freer and fairer trade to embrace services such as banking, telecommunications and tourism and modes of trading services including cross border supply, consumption abroad, commercial presence and presence of natural persons.  GATS according to the WTO is the ‘first and only set of multilateral rules’ governing services but is fundamentally included in the liberalisation of trade given 60% of world output and 30% of global employment is related to services. The ‘most favoured nation clause’ is extended to include services, but the level of free trade is limited as the WTO states GATS does not force “governments to privatize industries…nor does it outlaw government or even private monopolies” (WTO: 2003 p.35).

TRIPS the third core agreement and product of the Uruguay Round established rules for multilateral trading of intellectual property, governing ideas and knowledge, such as copyrights, patents and trademarks. Intellectual property rights maintain order, predictability and balance between long-term benefits and short-term costs for society. The five key aspects of TRIPS include principles regarding application of agreement, protection and enforcement of property rights, the method of settling disputes and special transitional arrangements. ‘Protection’ in addition to the rules, ‘most favoured nation clause’ and ‘national treatment’
 particularly applies to intellectual property, so that technological innovation and transfer of technology can occur and social welfare is protected
.  All core agreements are characterised by broad principles but TRIPS unlike GATT and GATS does not contain a schedule of commitments or annexes for example, under the GATT, the annexes include agriculture and textiles
.
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The second main function that regulates trade, associated with the core agreements, is review of trade policies.  The Trade Policy Review Mechanism, conducted by the WTO, is aimed at creating greater transparency of trade policies and practices, in turn members’ adherence to rules, commitments, and disciplines of the multilateral trading system.  Important to creating greater transparency is ‘peer review’ of members’ trade policies and practices, economic and development needs.  

Linked to both the agreements and trade policy review is the third function, dispute settlement administered by the WTO.  Decisions are derived from a consensus among members, which are ratified in members’ parliaments. Once disputes are forwarded to the WTO (a country believes another member has breached an agreement) they are either settled by the first stage ‘consultation’ or the stage-by-stage procedure embracing a ruling by the panel (second stage) with a provision for appeal.
  The dispute settlement process is critical for achieving the result of ‘assurance’ and maintaining a ‘peaceful and accountable economic world’ consequently limiting political and military conflict.  The surveillance role of the WTO promotes commitment by members to most GATT agreements, whereas previously this was achieved only when governments would sign up to each code

The importance of the forth function, negotiations, is addressed in the following quote:

 “The WTO was born out of negotiations; 

   everything the WTO does is the result of 

                                      negotiations” (WTO: 2003).
Since the establishment of GATT (1947-48) there have been nine negotiations set to reduce trade barriers. These negotiations have resulted in world tariffs falling on average from 40% to 5%, non tariffs largely eliminated and since 1996 incorporating areas such as, maritime services, financial services, intellectual property, agriculture and textiles and clothing.  The fourth Ministerial Conference in Doha 2001 embraced both new negotiations and means of implementing existing agreements.  The Doha Development Agenda (DDA) raised concerns regarding trade and development of developing countries, leading to the fifth function of assisting developing countries. 

In addition to 75% of all agreements containing ‘special provisions’ for developing countries and the already established sub-committee for least developing countries (LDCs), the Doha Declaration affirmed member countries would commit to freer access for LDCs, provide more efficient means of membership
, and provide ‘technical assistance’.  Members further agreed to strengthen the ‘special and differential’ treatment given to LDCs such as, extending time periods. 

The WTO is one of the youngest international organisations and in order to regulate trade, coherence in global economic policy making is necessary.  Officially recognised in the Marrakesh Ministerial Meeting, the WTO cooperates with international organisations such as, the World Bank and International Monetary Fund.  These relationships according to Ricupero, Secretary General of UNCTAD are becoming more important with the United Nations in the future being the ‘political forum for world trade’ and the WTO being the ‘arena for negotiations’ (Capdevila: 2004 p. 1).

The future importance of the WTO draws upon its current strengths and weaknesses. The WTO assigns ten benefits to promoting a multilateral trading system many of which are reasons for the WTO’s establishment.  Firstly, the WTO is a system of international governance that contributes to international peace.  Secondly, with the power to settle disputes and create agreements that bind members, an underlying strength of the WTO is preventing trade disputes evolving into war.  The WTO claims protection creates a lack of confidence and a no-win situation. Trade disputes and the use of protection in the 1930s are considered to be a cause of propelling the Great Depression and World War II, but simply eliminating protection to create peace may be an exaggeration.  However, the system of settling disputes has instilled greater confidence in the WTO with 300 disputes brought forward and settled.

The third strength of the WTO is reducing inequality, the product of a rules based organisation and non-discrimination.  Given agreements are derived from consensus both developed and developing countries have equal contribution in decision making and settling of disputes.  The WTO states “without a multilateral regime such as the WTO’s system, the more powerful countries would be freer to impose their will unilaterally on their smaller trading partners” (WTO: 2003 p.4).   

Five further strengths of the WTO correspond to the economic benefits of free trade. The Australian Department of Foreign Affairs and Trade estimated a 

... “50 per cent cut in tariff and non-tariff protection for agriculture, manufactures and ... services would total some US$400 billion annually. Of this, Australia would expect ... to gain around US$5 billion”.

 (Australian Department of Foreign Affairs and Trade www.dfat.gov.au).
Table 1 The decline in the average rates of tariffs 1988-2003

	
	Average Rate of Tariffs

1988
	Average Rate of Tariffs

2003

	Developing Countries 
	26.7%
	13.5%

	High Income OECDs
	7.1%
	3.0%


Source: Modified from World Bank 2004: 

http://siteresources.worldbank.org/INTRANETTRADE/Resources/tar2002.xls 

The liberalisation of free trade including goods, services and intellectual property, results in a lower cost of living, in turn improved living standards.  Recent reforms to agriculture and textiles and clothing have reduced prices for consumers, for example, a saving of $300 for the average Australian family through eliminating custom duties and $2900 per car with post-1998 tariff reductions.  Eliminating protection creates greater individual choice, maximum consumer and producer surplus, greater competition, new employment, higher income and economic activity (The Australian Interest: www.australianinterest.com).

The other economic benefit resulting from the WTO promoting the liberalisation of trade is the more efficient use of the factors of production.  Trade reduces costs of factor resources and promotes the division of labour between countries.   

The two remaining strengths of the WTO challenge the present anarchical international system by encouraging global economic governance.  The strengths of ‘shielding governments from narrow interests’ and ‘good government’ assume international governance is preferred to state sovereignty.  Firstly, the WTO assists governments against ‘pressure from narrow interest groups’ especially supporters of protection and secondly, through transparency and non-discrimination the WTO limits corruption. Rourke (2003 p.474) questions the very future of the WTO when tension of member countries arises over a sensitive case, perhaps the ‘Cancun Debate’ highlights this view (discussed later in this article). 

The WTO state there are ten misconceptions, however the weaknesses of the WTO are not necessarily misconceptions when considering external criticisms but attention will be given to the influence of individual belief systems and perceptions when portraying the role of the WTO primarily, using the Cancun Ministerial Conference.   
The WTO claim its’ organisation is not a ‘dictator’ as the agreements and decisions are derived from consensus and ratified in members’ parliaments.  However, Kwa (2004) argues the WTO during critical moments has no procedural rules and the consensus is decided by 25-30 members and then imposed on others.  Kwa (2004 p.1) challenges the misconceptions stating that the WTO is undemocratic. Small countries are powerless and weak countries are forced to join “to avoid the political and economic repercussions of displeasing the powerful Members”. 

Claims, that the WTO is undemocratic, creating marginalisation of developing countries, is marked by the statement of Irumba
 in April 2002; 
“We are simply asking for fair and equitable rules that would take into account our development needs and allow us to participate fully in the trade system ... but instead we risk being pressured once again into accepting rules we don’t need and can’t afford" (Cheng: 2002 p.18). 

The Human Development Report 2002 further stated; 
“…in practice, the WTO is dominated by a few major industrialised countries - while the poorest developing countries have little or no representation or negotiation capacity” (http://hdr.undp.org/reports/global/2002/en/pdf/chapterfive.pdf p. 121).

Critics further challenge comparative advantage as the ‘holy dogma’ of free trade and globalisation.  The WTO’s role of promoting free trade does not acknowledge the limitations of comparative advantage in the ‘real world’ including, the Factor Proportions Hypothesis and specialisation.  Specialisation depends on both the availability and cost of resource factors, these in turn depend on a range of factors such as government policy (Fforde: http://www.economics.unimelb.edu.au/). 
Two misconceptions according to the WTO is the widening gap between the rich and the poor, a consequence of its operation and the value of commercial interests over sustainable development. However, the WTO’s own study on Trade, Income Disparity and Poverty 1999 concluded, “Without radical change the number of people living in absolute poverty 

... in many parts of the world will almost double by 2008” (New Internationalist: 2001 p. 3).

Several critics question how these trends are a misconception when the role of the WTO is encouraging the liberalisation of trade.  This criticism is linked to claims that the WTO is an agent of globalisation. 

“The rewards of liberalizing world trade are grotesquely skewed towards the rich. …The share of developing countries who represent most of the world’s population is going down – and even the cash value of their exports has hardly increased at all” (New Internationalist: 2001 p. 4).

In addition to uneven development are the claims that the US has gone from richer to poorer since the WTO.  Wallach and Woodall (2004) claim the negative economic impacts of the WTO have included, stagnated median wages during 1972-2000, the creation of 2.7 million jobs at the expense of 5.8 million jobs between 1994-2000 and the increase in the trade deficit from $97 million in 1994 to $463 billion in 2002.  However, an important caveat is the time frames associated with Wallach and Woodalls’ claims.  

The criticisms surrounding the role of the WTO forcing LDCs to become dependent upon developed countries are dominated by disputes over agriculture and patent rights.  For example, if LDCs export canned fruit instead of fresh fruit to cater for EU demands then they are faced with high tariffs while existing patents on technology and innovations are unaffordable and deny medicines to the poor, creating dependency on industrialised countries.  Other weaknesses of the WTO include, lack of concern for environmental protection and dictation on food safety, human health and safety (www.oxfam.org).

Ultimately many of the strengths and weaknesses of the WTO coincide with different beliefs surrounding the role of the international organisation. Many scholars claim the failure of the WTO was marked by the Ministerial Meeting in Cancun exposing the organisation’s weaknesses and Panitchpakdi expressing ‘disappointment’. If the Cancun was unsuccessful, the real question is whether the failure of the multilateral system was inevitable (Panitchpakdi: 2004).  

According to Jaura (2003 pp. 1-4) the failure was a result of unsolved differences between rich and poor countries, underpinned by the cohesion of the G20.  On September 14th 2003, Minister Derbez made the decision to halt negotiations because of the absence of a consensus, given developing countries opposed the negotiation of ‘Singapore Issues’ on investment, competition, transparency in government procurement and trade facilitation.  However, on the other hand, Ritchie and Dawkins (2003) argue the Cancun meeting was successful as it redefined trade to benefit the poor and illustrated that developing nations can be real players in trade, a breakthrough in the shift in the balance of power.  Important to the G20’s strong opposition to the EU and US was the support of both nongovernmental organisations (NGOs) and society.  Ironically, the WTO deadlock surrounds prices and wages, whereas if the WTO had ensured fair prices to farmers and enforced existing prohibitions on dumping then agreements may have been reached.  However, if this is the basis to the ‘Cancun Debate’ then the underlying issue is politics not trade. 

Conclusion

The World Trade Organisation (WTO) is characterised by six main functions, that aim to achieve the objective of regulating trade, or more specifically, liberating trade in goods, services and intellectual property as ‘smoothly, predictably and freely as possible’.  The main functions include; administration and implementation of agreements, review of trade policies, dispute settlement, forum of negotiations, assisting developing countries and coherence in global economic policy-making.  The strengths of the WTO embrace these functions including the additional powers of dispute settlement and provision for appeals as well as the economic benefits of free trade.  The weaknesses challenge the role of the WTO and features of the organisation such as democracy and equality.  The Cancun Debate, whether a success or failure, exposed the obstacles threatening international governance and the difficulties the WTO faces. 
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� International governance is underpinned by multilateral institutions using rules to resolve issues between governments. 


� Director of International Trade Strategies and Chairman of the Australian APEC  Study Centre. 


� Treating locals and foreigners equally.


� The rule ‘Protection’ does not apply to either GATT or GATS.  


�  The annexes and scheduled commitments do not apply to TRIPS.


� According to the WTO up until May 2003 only a third of all cases were settled using a panel. 


� Vietnam and Cambodia are currently applying for membership of the WTO.


� Ugandan Ambassador and Representative of the Least Developed Countries at the WTO.
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