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Indian Express Editorial Analysis 

 

It takes many 
[GS2: international Bodies] 
 President Donald Trump has said that India and China have benefited immensely by 

misusing the developing country tag, thereby profiting unduly from privileges conferred on 
such countries.  

 He blamed the World Trade Organisation (WTO) for this lapse, and reiterated his threat to 
leave the world’s largest multilateral trade forum. 

 China claims historical humiliation suffered at the hands of western powers. It sees its 
rise as a revenge.  

 US is fearful of losing the tag of the world’s super power. 

 Chinese rise and US fears are straining their bilateral trade and causing serious collateral 
damage to the WTO. 

About WTO 

 WTO is the organization dealing with the global rules of trade between nations. Its main 
function is to ensure that trade flows as smoothly, predictably and freely as possible. 

 Headquarter: Geneva, Switzerland 
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 Members: 164 , Afghanistan the most recent member 

 US, UK and a few others set up, an interim organisation about trade named GATT (General 
Agreement on Tariff and Trade) in 1947 

 The developing countries wanted setting up of the International Trade Organisation (ITO). 

 United Nations Conference on Trade and Development (UNCTAD) was set up in 1964 as an 
alternative, on recommendation of UN committee 

 In Uruguay Round of GATT, it sought to expand the scope of the organisation by including, 
services, investment and intellectual property rights (IPR). 

 Agreements were ratified by the legislatures of 85 member-countries by year-end 1994. 

 Under Marrakesh Agreement, the WTO started functioning from Jan 1, 1995  

Then & now 

 Since 1995, the world has witnessed massive changes, some deeply structural in nature. 

 In 1995, less than 0.8 per cent of the world’s population used the internet; in June 2019 it was 
around 57 per cent. 

 Communication technologies and containerisation lowered costs and boosted trade. 

 Containerization is a system of intermodal freight transport using intermodal containers. 
The containers have standardized dimensions. 

 An iPhone, for example, has about 14 main components that are manufactured by 7-8 
multinational companies with branches in more than 40 countries.  

 Overall trade in goods has nearly quadrupled since 1995, while WTO members’ import 
tariffs have declined by an average of 15 per cent.  

 Over half of world trade is now tariff-free  

 Growth in trade has exceeded growth in world GDP and has been associated with improved 
standards of living.  

 Today, the WTO regulates more than 98 per cent of global trade flows. 

 It also monitors the implementation of free trade agreements. 

 It produces research on global trade and economic policy, and serves as a forum for settling 
trade disputes between nations.  
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 WTO has avoided trade wars worth $340 billion per year. 

 USA’s strategy 

 The US had earlier used Super-301 legislation to designate specific countries as unfair 
traders, and to threaten them with higher tariffs unless they fell in line.  

 Some countries complied with US pressure to avoid escalation, while others such as India 
and Brazil refused to negotiate under threat of US sanctions. 

 However, it is likely that the US will not back off. Neither does it seem that the Chinese (or 
India) will agree to negotiate under duress.  

 Now it is not possible for India to trade in the developing country status in the WTO 
without a fight. 

What is an unilateral measure? 

 A unilateral finding of unfair trading practices and subsequent action by the US ignoring 
their own WTO commitments, places other countries on higher moral ground.  

 Under the rules, a measure is defined as unilateral if it is imposed by a country without 
invoking the WTO dispute settlement procedures or other multilateral international rules 
and procedures, and which is based solely upon invoking the country’s own criteria.  

 Unilateral measures are inconsistent with the letter and the spirit of multilateralism.  

 Article 23 of the Dispute Settlement Understanding (DSU) explicitly prohibits members 
from doing so. 

 Logic given by USA: Since dispute settlement in the WTO has become dysfunctional and 
appeals to the appellate body (AB) are taking longer than the prescribed 90 days, the US has 
taken matters in its own hands, playing the part of benign dictator for the common good. 

WTO’s Dispute Settlement Process 

 If a country is not liking what other country is doing, it can raise a complaint with WTO. 

 Only WTO Members (and not, for example, tobacco companies) can bring a case to the 
WTO dispute settlement system. 

 Mediation by WTO begins through talks. 

 If talks fail, a dispute settlement panel is formed, hears both parties, then panel gives it’s 
verdicts. 
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 Not satisfied with it’s orders, countries can appeal with the appellate body, decision is final. 

 Dispute settlement is overseen by the WTO Dispute Settlement Body (DSB), which consists 
of representatives of all WTO members and is responsible for adopting panel and Appellate 
Body reports and overseeing compliance with recommendations. 

 If a country doesn’t comply with the orders, there’s very little that WTO can do. Other 
country is free to take retaliatory measures. 

The Appellate Body in Crisis 

 The Dispute Settlement Body has an important role in the world’s food and agriculture 
system. Its most cases—more than 60% from 1995 to 2014—concerned animals and animal 
products. 

 It is now facing the biggest crisis in its 23 years of existence: the US has been blocking 
appointments and reappointments of its members for over a year and a half. As a 
result, it has shrunk from its normal seven members to four members. 

 The Dispute Settlement Understanding (“DSU”) requires three members to serve on a case, 
selected by rotation. In a matter of months, it will be reduced to one member placing an 
almost impossible workload. 

 The US has regularly criticised the Appellate Body’s taking more than 90 days for appeals . 
But it is due to appeals becoming more complex and lengthier over the years.  

 The US has long been opposed to the Appellate Body’s powers. 

 However, if the U.S. continues to block appointments, it risks harm to itself along with other 
WTO members.  

Multilateralism Vs Regionalism 

 The appellate body (AB) will cease to function in December unless the US agrees to appoint 
a replacement to maintain the required quorum of three members.  

 Without the AB, the law of the jungle will replace the rule of law, 

 Multilateralism implies that every country agrees to bind itself to the same rules as 
other (smaller) countries even when it conflicts with self-interest. 

 Trade is much more complex now; negotiation among 164 members on standards to generate 
consensus is very hard. 

 The alternative, regionalism, involves a limited number of countries and ostensibly relies 
less on “altruism” of the members and more on mutual gain.  
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 But it excludes others. 

 The emergence of the European Union, the North American Free Trade Agreement 
(NAFTA), the common market of the South American Southern Cone (MERCOSUR), 
the ASEAN Free Trade Area (AFTA), the Asia Pacific Economic Cooperation (APEC), 
the South Asian Free Trade Agreement (SAFTA), among others, have led to fears of 
fragmentation of the world economy into trading blocs, in antithesis to the multilateral free 
trade system represented by the World Trade Organisation (WTO).  

 But Burden-sharing, as opposed to altruism among the big players, will remain an integral 
part of the multilateral approach.  

 Organized by a small group of like-minded countries, multilateralism has been a way of 
managing burden-sharing among donors and of delivering public goods.  

 The WTO may still emerge as the lynchpin of global trade governance. 

 

 

 


