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The birth of a trading system
When twenty three countries met for an exploratory round of trade liberalization talks in Geneva in April 1947, it is a safe bet that participants did not expect to create a system of global rules that would endure for the next sixty years.  Certainly the event itself attracted little international attention.  The real focus was on preparations for a major new global institution – the International Trade Organization – that together with the newly formed IMF and World Bank would constitute three pillars of the post-war international economic order.

The successful Anglo-American alliance during the Second World War set the stage for their close collaboration on post-war international economic policy – and the design of a new trade system was a major preoccupation.  While the US initially wanted to expand the bilateral route it had taken in the 1930s, it was the British vision of a more ambitious multilateral approach that ultimately prevailed.
In 1942, James Meade, a Britsh civil servant, former official at the League of Nations, and later a Nobel laureate in economics, drafted a plan for an International Commercial Union – later re-named the International Trade Organization – which was envisaged as the trade counterpart to John Maynard Keynes's proposal for an International Clearing Union for postwar finance.
The planned ITO grew rapidly in ambition.  It extended beyond rules on world trade of goods, to include rules on employment, commodity agreements, restrictive business practices, international investment, and services. The aim was to create the ITO at the planned UN Conference on Trade and Employment in Havana, Cuba in 1947.

In the meantime, twenty three countries, including the US and Britain, agreed to hold parrallel tariff reduction talks in Geneva – while a much larger group of fifty countries drafted the Havana Charter – in order to achieve an immediate reduction in trade barriers and to give an early boost to liberalization efforts.
Eight months later, on 30 October 1947, the GATT was signed.  One of the Agreement's provisions said that the 23 members should also accept – "swiftly" but "provisionally" – some of the rules of the draft ITO charter, in order to lock in the tariff concessions they had negotiated. The protocol of Provisional Application of the GATT contained a grandfather clause that allowed signatories/contracting parties to continue to apply pre-existing legislation that was incompatible with the bulk of the GATT rules.  Thus, applying the GATT did not require modification of existing non-conforming legislation, and only required parliamentary approval – where necessary – to reduce and bind tariffs.  This flexibility made it easy to approve and implement the Agreement.
The Agreement also spelt out how members envisaged the relationship between GATT and the ITO Charter – implicitly allowing for the possibility that the ITO might not be created.  
They were right to be cautious.  The Havana conference began on 21 November 1947 – less than a month after GATT was signed – and agreement on the ITO Charter was finally reached in March the following year.  Nevertheless, ratification in some national legislatures proved elusive.  Most serious was the opposition in the US Congress, even though the US had been one of the driving forces behind the initiative.  To approve an international treaty under the U.S. Constitution, the advice and consent of two thirds of the Senate is required, and that is a huge majority.  By 1950, the US announced that it would not seek Congressional ratification of the Havana Charter, effectively admitting what was by then obvious:  the ITO was dead.  By default, the GATT became the only multilateral instrument governing international trade from 1948 until the WTO was established in 1995.

Weakness can be a strength
Without the institutional underpinnings of the ITO, the new GATT appeared structurally weak – especially when compared to the already firmly established Bretton Woods sisters, the IMF and the World Bank.  For one thing, the relationship between the members and the secretariat was poorly defined – resulting in a small, "temporary" organization with limited autonomy and little power.  Instead member themselves took on management issues normally handled by a professional bureaucracy. Initially housed in two small villas – the Villas Bocage and Fenêtre – on the grounds of the Palais des Nations (the home of the United Nations in Geneva), the new secretariat was composed of just eight staff members – a far cry the vast bureaucracies that ran the UN or World Bank.

There were other shortcomings.  The GATT rules that had been negotiated sometimes lacked clarity or specificity – creating ambiguities about whether certain policies were consistent with a country's obligations.  There was no binding dispute settlement system because the GATT had no formal legal foundation – so early conflicts were resolved informally in periodic meetings among the signatory countries.
And the GATT's membership was limited, with key powers – most notably the Soviet Union – completely outside of the system.

Yet, paradoxically, many of these structural weaknesses proved to be strengths in the increasingly difficult international climate the GATT found itself in at the outset of the Cold War.  The fact that the Soviet Union and other centrally planned economies were absent from the negotiating table meant that GATT avoided the ideological deadlock that soon paralysed the UN – freeing members to make the kind of steady, pragmatic advances that eluded other international systems.
As said, the GATT's "provisional" nature also turned out to be a blessing in disguise – allowing it to by-pass the need for US congressional approval that ultimately derailed the more ambitious but politically unpalatable ITO. In the same way, the absence of a binding dispute mechanism helped the GATT to sidestep criticism about institutional overreach and maintain a low profile in Geneva. 
The lack of a large and powerful bureaucracy was another initial advantage.  Members had a unique sense of ownership of – and responsibility for – the system, and negotiators operated in an informal, business-like atmosphere, unencumbered by heavy, bureaucratic processes.  Members also had little incentive to compete for control of such a small institution which for its first three decades (and six Rounds) was left in the steady, low-key – but effective – hands of Sir Eric Wyndam-White (the epitome of an English civil servant).
In essence, the early GATT resembled a "club" guided more by a set of commonly held beliefs about the importance of open markets and efficacy reciprocal trade liberalization than by the constraints of technical rules or the threat of legal disputes – and this shared vision ended up producing significant progress.

The Geneva Round's results were impressive – a package of trade rules and 45,000 tariff concessions affecting some $10 billion of trade, roughly one fifth of the world’s total. The US alone reduced its tariffs by 35 per cent on average.  Lower tariffs allowed world trade to expand rapidly which helped fuel the economic recovery of Europe and Japan.  Rapid recovery in turn spurred further trade expansion and economic growth.  These early successes in the Geneva, Annecy, Torquay and Dillon Rounds gave GATT members the confidence to reduce protectionist barriers and strengthen trade rules even more ambitiously. 
What followed was the Kennedy Round in the 1960s – which brought development issues into the GATT and doubled its membership – the Tokyo Round in the 1970s – which tackled "non-tariff" barriers through plurilateral codes – and the Uruguay Round in the late 1980s and early 1990s (the most ambitious Round of all) – which brought services, intellectual property and other new areas of trade into the trade system, integrated textile clothing and agriculture back into the system, and finally placed it on a firm legal and institutional foundation with the creation of the WTO – achieving what the ITO had set out to achieve a half century before. 
Victim of success?

The irony of the GATT system is that many of the features that explain its early successes have later turned out to be sources of problems or tensions.
Trade growth helped drive a major expansion of the organization's membership – from just 23 members in 1947 to 153 members (and growing) today – and a dramatic shift of the balance of power within it.  The US remains a key player but it is no longer dominent.  The EC, which includes 27 member states, is now the world's largest economy, while fast-emerging powers, like China, India and Brazil, play a role that was unimaginable even twenty years ago.  As the number of powerful players grows, cooperation and coordination becomes more difficult, especially when interests diverge  Certainly the cozy, insider system of decision making that served that GATT "club" so well in its early decades is manifestly under strain today.

The world economy is also far more integrated now than it was in at the end of the War, partly the result of the successful trade liberalization, mainly the result of profound changes in information, communications and transport technologies.  Trade as share of GDP has grown significantly in the intervening decades, to the point where it now represents over a fifth of economic activity in WTO member countries. Almost two-thirds of goods and services flows take place within – rather than between – corporations and their suppliers, reflecting the development of intricate cross-border production networks as the central feature of global trade.
Issues that were never given much consideration when the GATT was negotiated – such as regulatory regimes, technology protection, or environmental sustainablility – are generating new "system frictions" and a search for new approaches beyond the exchange of tariff "concessions".  Trade rules have had to become more technical, more intrusive and more binding in order to remain relevant to a global economy that is far more interdependent.  And the need for increased legal guidance, policy surveillance, intellectual bridge-building, and "thought leadership" has inevitably placed strains on what remains a relatively small and modest bureacracy.  

Perhaps the most significant result of "success" is that the WTO is now a far more visible and controvertial system than the GATT ever was.  With the front-page stories and television clips has come a tendancy to reduce complex issues into digestible sound bites.  Because of its higher profile, the WTO has become a lightning rode for popular expectations, and debates – the intensity of which often dwarf the real impact of the system (and make trade diplomats nostagic for the days of an unsexy, unnoticed GATT).  
The WTO is not alone in facing new challenges.  Almost every international organization is struggling to cope with profound the changes to their environment unleashed by globalization and unprecidented technological change.  NATO has searched for a raison d'etre since the end of the Cold War.  The OECD is struggling for ways to accommodate the diffusion of economic power beyond developed countries.  WIPO is torn between demands for stronger intellectual property protection and the reality that technology flows have never been more diffuse.  The International Telecommunications Union is in a race to ensure that rapid technological change does not outstrip its capacity to set international policy.  And the list goes on.

What about the WTO?  It is sometimes said that international organizations, like old Generals, are always fighting the last war.  The GATT's architecture and basic principles were designed to tackle problems specific to the 1930s – exclusionary trade blocs and tit-for-tat tariff wars that had contributed directly to the outbreak of the Second World War.   Similarily, the regime that was arose – with its small size, cohesive membership, and shared vision – reflected an Atlantic-centric world of shallow integration.  
The question is whether this same regime is as well suited to a globalized world of deep integration and multiple powers?  The tranformation of the trade system in 1995 – with the creation of the WTO – and the replacement of the old Quad leadership (of the US, EU, Japan, and Canada) with the new G5 (including rising powers such as India and Brazil) – shows that reform is possible.  The challenges that the system has faced over the past decade and a half suggest that further reforms are needed.

It is no secret that the current Doha Round has faced  series of deadlocks and crises – crises, I should add, that also accompanied every previous round.  But it is also no secret that none of the big challenges facing world trade today – from global imbalances, to food security, to climate change – can be solved outside the global system and in the absense of multilateral negotiations.  Indeed, the biggest reason why Doha is proving so difficult is precisely because it is tackling complex issues – like agriculture – that cannot be solved anywhere else.  Certainly the current wave of bilateral and regional deals is no substitute –  - if only because they cannot deal with agricultural subsidies, customs bottlenecks, electronic commerce and a host of other issues that require multilateral solutions.
This is why that intellectual work that you and other academics are undertakening is important – and why we in the Secretariat place a huge emphasis on recognizing and rewarding it.  History reminds us that today's international architecture grew out of the disastrous failure of a previous system – the ill-fated League of Nations.  History also shows that it was the power of an idea – that open trade and economic prosperity could secure world peace – which underpinned the success of a global system that has contributed to an unprecidented era of global properity and peace.  

Your insights are crucial.  Keep up the good work! 
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