Summary of  The Multilateral Trade System 

1. Growth of World Trade (Post-WWII Context)
· After World War II, global trade expanded rapidly due to: 
· Reduction of trade barriers 
· Institutional cooperation 
· Growth rate: ~6% annually since 1950 
· Trade volume: 
· $84 billion (1953) → $14 trillion (2007) 
· By 2007, ~25% of global spending was on foreign goods/services 
Establishment of a rules-based multilateral trade system (1947)

 2. What is the Multilateral Trade System?
· A negotiation-based international framework 
· Governments collectively: 
· Set trade rules 
· Reduce barriers 
· Coordinate policies 
Institutional Evolution:
· GATT (1947) → focused on tariffs & goods 
· WTO (1995) → broader scope: 
· Goods 
· Services 
· Intellectual property 
Trade governance became institutionalized and rule-based

 3. Core Principles of the WTO
1. Market Liberalism
· Open trade increases: 
· Efficiency 
· Welfare 
· Global income 
 Assumption: all countries gain from trade

2. Non-Discrimination
a) Most-Favored Nation (MFN)
· Equal treatment to all trading partners 
· No selective advantages 
b) National Treatment
· Imported goods must be treated the same as domestic goods 
 Prevents hidden protectionism

 Exceptions:
· Regional trade agreements (e.g., customs unions) 
· Preferential treatment for developing countries (GSP) 

🔹 4. The Uruguay Round (1986–1994)
· One of the most comprehensive trade negotiations 
· Expanded agenda beyond goods: 
· Agriculture 
· Services (GATS) 
· Intellectual Property (TRIPs) 
Key Feature: Deep conflict of interests among countries

5. Positions of Major Economic Powers
🇺🇸 United States
· Sought: 
· Liberalization of agriculture 
· Inclusion of services & intellectual property 
· Motivations: 
· Growing trade deficit 
· Competitive advantage in services 
Strong lobbying from firms (e.g., pharma, tech)

 European Community
· Main goal: 
· Protect Common Agricultural Policy (CAP) 
· Strategy: 
· Offer concessions in other areas (services, IP) 
· Resist agricultural liberalization 

Japan
· Export-oriented economy 
· Supported: 
· Liberalization in industrial goods 
· Resisted: 
· Agricultural liberalization (rice = culturally sensitive) 

Canada
· Supported: 
· Agricultural liberalization 
· Aligned with US 

 6. The “Quad” (US–EU–Japan–Canada)
· Informal but powerful decision-making group 
· Set agenda for global trade negotiations 
· Dominated GATT/WTO processes 
Example of power asymmetry in global trade governance

7. Role of OECD
· Provided: 
· Research 
· Policy recommendations 
· Strongly promoted: 
· Services liberalization 
· Helped build consensus among developed countries 

 8. Developing Countries: Position & Challenges
Main Problems:
· Lack of: 
· Technical expertise 
· Negotiation capacity 
· Internal diversity: 
· Exporters vs importers 
· Different economic structures 
 Result: Weak bargaining power 

Response:
· Formation of alliances: 
· Cairns Group → agricultural exporters 
Goal:
· Push for agricultural liberalization 
· Counter EU protectionism 

 9. Agriculture: Core Conflict Area
Main Dispute:
· US → liberalization (remove subsidies) 
· EU → protection (CAP) 
 Cairns Group:
· Acted as mediator 
· Proposed gradual reform 
Outcome:
· Slow negotiations 
· Missed deadlines (1990) 

10. Green Room Negotiations
· Small, informal meetings of key countries 
· Used to break negotiation deadlocks 
Criticism:
· Lack of transparency 
· Exclusion of developing countries 
· Dominance of developed nations 
Raised legitimacy concerns

11. “Single Undertaking” Principle
· Rule:
 “Nothing is agreed until everything is agreed” 
Implications:
· All countries must accept the entire package 
Criticism:
· Forced developing countries into: 
· Unfavourable agreements 
· Limited flexibility 

 12. Impact on Developing Countries
Negative Effects:
· High adjustment costs 
· Institutional burden 
· Difficulty competing globally 
 Especially in:
· Services 
· Intellectual property 
· Investment rules 
Result:
· Growing dissatisfaction 
· Calls for reform 

 13. Rise of Resistance & Conflict
· Developing countries demanded: 
· Fairer rules 
· Development-oriented trade system 
· Conflicts intensified in: 
· WTO ministerial meetings 

 14. Emergence of NGOs
· Became new actors in trade governance 
Focus areas:
· Labor rights 
· Environmental protection 
 Expanded trade agenda beyond economics

 15. Doha Round & Geopolitics
After 9/11:
· US reframed trade as:  Tool against terrorism 
Strategy:
· Link trade cooperation with political alignment : Increased pressure on developing countries

 16. Key Structural Insight
 The multilateral trade system is shaped by:
· Power (developed vs developing countries) 
· Interests (agriculture, services, IP) 
· Institutions (WTO, OECD) 
· Politics (alliances, pressure, negotiation strategies) 

 “The multilateral trade system is not a neutral economic mechanism—it is a negotiated order shaped by power, interests, and strategic bargaining.”
