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World Trade Organisation 

Evolution of WTO 
WTO is the successor to the General Agreement on Tariffs and Trade (GATT. GATT came into force in 
1948 as an agreement to phase out the use of import quotas and to reduce tariffs on merchandise trade.  

• After World War II, western economies came out with their version of development, which is 
structured around the philosophy of Globalisation and in the promotion of free trade.  

• This philosophy states that development will take place only if there is seamless trade among all the 
countries and there are minimal tariff and non- tariff barriers.  

• Bretton wood Twins:  Around the same time, along with two Bretton wood institutions – IMF and 
World Bank, GATT was conceived.  

GATT came into force as a provisional agreement, but it remained in force as an only agreement 
governing international trade until WTO came into force.  

By the late 1980s there were calls for a stronger multilateral organization to monitor trade and resolve 
trade disputes.  

Thus, GATT was transformed into the World Trade Organisation by Uruguay Rounds in 1995. After this 
agreement GATT agreement was made a part of WTO. India was one of the founding members of it.  

It is important to know that there were 2 parts of GATT: First one was an GATT agreement, second was 
GATT organisation created afterwards to support the agreement.  

Achievements of GATT: 

 It has to its credit some major successes in reduction of tariffs (custom duty) among the member 
countries.  

 Imposition of Anti-Dumping Duty in victim countries against goods emanating from economies 
which were found to be dumping goods in the victim country. 

 India and GATT: India has been member of GATT since 1948; hence it was party to Uruguay 
Round and a founding member of WTO. China joined WTO only in 2001 and Russia had to wait till 
2012. 

CONTEXT UNDER WHICH GATT EMERGED: 

– World War-II left many countries in Europe and Asia totally battered. Their economies were 
shattered and there was an overall recessionary trend. 

– Something had to be done to put these war-ravaged economies back in shape.  

– Alongside, various colonies in Asia and Africa were acquiring political freedom and were under 
pressure for rapid economic development and political stabilization.  
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– In this background the United Nations Organisation (UNO) was born on the collective wisdom of 
the world.  

– UNO came to encompass the concerns for development in economic, commercial, scientific, social 
and cultural sphere of the member nations and for this, it formed various forums and agencies.  

– One such forum under the UNO was the General Agreement on Tariffs and Trade (GATT) which was 
established in 1947.  

– GATT emerged from the Havana Charter in 1947 and lasted until 1994, when it was replaced by the 
World Trade Organization in 1995.  

Why WTO replaced GATT and what are the differences between two? 
GATT was ad hoc and provisional agreement, never ratified by members. On the other hand, WTO is a 
permanent agreement that has been ratified by the member countries.  

GATT just had "contracting parties", whereas WTO is a membership-based organisation.  

WTO included TRIPS agreement, which sought to improve protection of intellectual property across 
border. Whereas there was no such mechanism available in GATT that used to deal with the trade in 
goods only.  

One of the major reasons behind replacement of GATT with the WTO was that GATT although had 
power to investigate the trade related issues and violations but it did not have any power to enforce its 
findings, thus contracting parties could violate its ruling.  

Whereas the ruling of WTO is legally binding on the member countries and violation of its ruling attracts 
actions such as exports related restrictions or power to the opposing party to take counteraction against 
the violating party.  

Objectives of WTO 

The WTO came into force with broad six key objectives:  

(1) to set and enforce rules for international trade,  
(2) to provide a forum for negotiating and monitoring further trade liberalization,  
(3) to resolve trade disputes,  
(4) to increase the transparency of decision-making processes,  
(5) to cooperate with other major international economic institutions involved in global economic 

management, and  
(6) To help developing countries benefit fully from the global trading system.  
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Structure of WTO 

WTO 
Ministerial 
Conference 
[Policy Making 
Body] 

• Comprises of Finance Ministers of different Countries 

• Supreme Decision Making body 

• 164 members, Latest member → Yemen (Capital: Sanaa) 

• Meets once every two years, 

• Deliberates on trade agreements 

• Appoints Director General 

  

WTO General 
Council 
[Implementation 
Body] 

• Operational Decision Making body 

• Meets at regular intervals at Geneva. 

• Implements decision of ministerial conferences 

• Has Representative from each member state. 

• Has two bodies, with separate chairmen 

• Dispute settlement body 

• Trade policy review body 

  

Director 
General 
W.T.O 

• Appointed during ministerial conference 

•  Term: 4 Years. 

• Heads Secretariat at Geneva 
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Principles of WTO 
1. Trade without discrimination 

a. Most-favoured-nation (MFN): treating other people equally:  

Under the WTO agreements, countries cannot normally discriminate between their trading partners. If a 
country is granting some country a special favour (such as a lower customs duty rate for one of their 
products), it has to do the same for all other WTO members. This principle is known as most-favoured-
nation (MFN) treatment. 

Exceptions: Some exceptions are allowed like: 

 Setting up a free trade agreement is allowed for a group of countries that will apply only to the goods 
traded within the group. 

 Giving developing countries a special access to their markets. 

 Raising barriers against an unfairly traded product from any specific country.  

b. National treatment: Treating foreigners and locals equally: Imported and locally-produced goods 
should be equally treated on the entry of the foreign goods into the market. The principle is also 
applied to the foreign and domestic services, trademarks, copyrights and patents.  

Charging custom duty on an imported item is not a violation of national treatment. The principle of 
national treatment only applies after a product, service or Intellectual property item has entered the 
market. 

2. Freer trade 

The barriers to trade include custom duties and measures such as import bans. One of the principles of the 
WTO is removing or reducing such barriers. By several round of negotiations, tariff rate on industrial 
goods has been reduced consistently.  

3. Predictability: 

WTO provides countries with predictability and certainty. When countries agree to open their markets for 
goods and services, they become bound by their commitments. For goods, these commitments amount to 
ceilings on customs tariff rates. 

Countries can change their binding commitments only after negotiations with other countries. 

4. Promoting fair competition: 

WTO is a platform dedicated to open, fair and undistorted competition. The rules on non-discrimination 
— MFN and national treatment — are designed to secure fair conditions of trade. Rule on dumping 
(exporting at below cost to gain market share) and subsidies are also designed to secure fair competition. 

All these instruments are used to discourage unfair trade practices or competition.  

5. Encouraging development and economic reform:  
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The WTO system contributes to development. WTO inherit the earlier provisions of GATT that allow for 
special assistance and trade concessions for developing countries.  

WTO agreements provided poorest, and “least-developed” countries with the transition periods to adjust 
to the more unfamiliar and, perhaps, difficult WTO provisions.  

Uruguay round of negotiations  

In response to the problems identified in the 1982 Ministerial Declaration, the eighth GATT round – 
known as the Uruguay Round, was launched in September 1986.  

The Final Act concluding the Uruguay Round and officially establishing the WTO regime was signed on 
15 April 1994, during the ministerial meeting at Marrakesh, Morocco, and hence is known as 
the Marrakesh Agreement. 

Background: Marrakesh Agreement 
 W.T.O. replaced GATT and officially came into being on 1 January 1995 under the Marrakesh 

Agreement. 

 Motto: An organization that seeks to liberalize international trade and ensure fair play among 
countries in terms of Trade 

 Headquarters – Geneva, Switzerland 

 Official languages – English, French, Spanish 

 Following were the agreements that established WTO: 

 Goods and investment – the Multilateral Agreements on Trade in Goods including the GATT 
1994 and the Trade Related Investment Measures (TRIMS) 

 Services – the General Agreement on Trade in Services (GATS) 

 Intellectual property – the Agreement on Trade-Related Aspects of Intellectual Property 
Rights (TRIPS) 

 Dispute settlement (DSU) 

 Reviews of governments' trade policies (TPRM) 

Other major agreements 

Agreement on Agriculture (AoA):  
The Agreement on Agriculture constitutes of three pillars—domestic support, market access, and export 
subsidies. 

1. Domestic support 

The first pillar of the Agreement on Agriculture is "domestic support". AoA divides domestic support into 
two categories: trade-distorting and non-trade-distorting (or minimally trade-distorting).  
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The WTO Agreement on Agriculture negotiated in the Uruguay Round (1986–1994) includes the 
classification of subsidies by "boxes" depending on consequences of production and trade. 

While payments in the amber box had to be reduced, those in the green box were exempt from reduction 
commitments.  

WTO seeks to limit the adverse impact of subsidies on International Trade 

– Types of Subsidies 

– 1. Green Box  
2. Blue Box 
3. Amber Box 

a) Green box subsidies  

These subsidies cause no, or at most minimal, trade distorting effects or effects on production.  
These include the amounts spent on Government services such as research, disease control, and 
infrastructure and food security.  
This also includes the subsidies given to the farmers which directly don’t affect international trade 
badly [Note: But they do indirectly as subsidy is subsidy; it cannot be tracked till last mile]. 
As these subsidies are permitted in WTO regime, most of the developed countries have been 
providing such subsidies to their farmers.  
The Green Box contains fixed payments to producers for environmental programs, so long as the 
payments are “decoupled” from current production levels. 
India's concern: Western countries are hiding their support to farmers under the grab of Green box 
subsidies. 

b) Blue Box subsidies contains direct payment subsidies which can be increased without limit, so long 
as payments are linked to production-limiting programs. 

– The Blue Box is an exemption from the general rule that all subsidies linked to production must be 
reduced or kept within defined minimal (“de minimis”) levels.  

– It covers payments directly linked to acreage or animal numbers, but under schemes which also 
limit production by imposing production quotas or requiring farmers to set aside part of their land. 
Countries using these subsidies say they distort trade less than alternative Amber Box subsidies.  

– At the moment, the Blue Box is a permanent provision of the agreement.  
Some countries want it scrapped because the payments are only partly decoupled from production, or 
they are proposing commitments to reduce the use of these subsidies.  

– Others say the Blue Box is an important tool for supporting and reforming agriculture, and for 
achieving certain “non-trade” objectives, and argue that it should not be restricted as it distorts trade 
less than other types of support.  
The EU says it is ready to negotiate additional reductions in Amber Box support so long as the 
concepts of the Blue and Green Boxes are maintained. 

c) Amber Box: All direct domestic support measures considered to distort production and trade (with 
some exceptions) fall into the amber box. 
 The provisions allows 5% of agricultural production for developed countries and 10% for developing 
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countries.  The Amber box subsidies with conditions designed to reduce distortion are placed in Blue 
Box. They include the direct payment to the farmers to reduce production.  

d) Miscellaneous subsidies under Development programmes: Apart from the above three, there are 
Article 6.2 subsidies for Development Programmes. 

1. Market access 

Market access refers to the reduction of tariff (or non-tariff) barriers to trade by WTO members. The 1995 
Agreement on Agriculture consists of tariff reductions of: 

 36% average reduction - developed countries - with a minimum of 15% per-tariff line reduction 
in next six years. 

 24% average reduction - developing countries - with a minimum of 10% per-tariff line reduction 
in next ten years. 

Least developed countries (LDCs) were exempt from tariff reductions, but they either had to convert non-
tariff barriers to tariffs—a process called tariffication—or "bind" their tariffs, creating a ceiling that could 
not be increased in future. 

2. Export subsidies 

Export subsidies are the third pillar. The 1995 Agreement on Agriculture required developed countries to 
reduce export subsidies by at least 36% (by value) or by 21% (by volume) over six years. For developing 
countries, the agreement required cuts were 14% (by volume) and 24% (by value) over ten years. 

Agreement on the Application of Sanitary and Phytosanitary Measures 
 It aims to eliminate the use of such measures as disguised restrictions on international trade rather than 
for the legitimate purpose of protecting the health of domestic human, animal and plant populations.  

The Agreement sets out the basic rules for food safety and animal and plant health standards. It allows 
countries to set their own standards. But it also says regulations must be based on science.  

The SPS Agreement encourages governments to establish measures that are both transparent and justified, 
mainly through conforming with international standards.  

– Objective of Agreements: To make provisions for removing the trade and non-trade barriers, 
protection of domestic industries, protection of farmers, protection of intellectual property etc.  

– Uruguay Round: These agreements were finalized in the Uruguay round of trade negotiations that led 
to conclusion of the GATT agreements and establishment of WTO.  

– Doha Development Agenda: To take the trade negotiations to further level, the negotiations had 
started in 2001 under Doha round. 

Major meets and issues  

The first ministerial conference was held in Singapore. In this conference, disagreements between largely 
developed and developing economies emerged over the issues collectively known as "Singapore issues".  
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Singapore issues deals with government procurement, trade facilitation (customs issues), trade and 
investment, and trade and competition. Four permanent working groups were established to resolve 
these issues. 

These issues were pushed for resolution by the developed countries at successive ministerial conferences 
whereas opposed by developing countries.  

– Why the inclusion of these issues in multilateral talks opposed by developing nations like India? 

1. State owned enterprises: - Developed countries like US, Germany want developing countries to 
curtail the role of the Public Sector undertakings/State owned Enterprise (PSUs).  
But these units are the necessary for the developing states as the private entities do not serve the 
socio-economic need of the society. For Eg. Public sector banks and priority sector lending.  

2. Labour Issues: Developed economies want to impose uniform Labour Standards for all the 
countries. Developing nations has comparative advantage in Labour and uniformity will take away 
this advantage. 

3. Government procurement – Governments [central and state] are considered as the largest buyer in 
the market as they procure around 30-40% of the total Products.  
Major point: Developed economies wants transparency in government procurement so that it creates 
a level playing field between MNCs and local industries (incl. MSMEs) to take part in it.  
Analysis: Developing nations see this demand as an attack on their sovereignty and also, it will 
adversely affect the procurement of procurement of goods from MSME. Although things are 
happening in this direction in India also [GeM procurement portal]. 

Doha Development Agenda, 2001 

Background: Earlier Ministerial meets had already included many agreements on important issues such 
as trade in agriculture and trade in services.  

Objectives: Its objective was to lower trade barriers around the world, and thus facilitate increased global 
trade. The aim was to put less developed countries' priorities at heart. The needs of the developing 
countries were the core reasons for the meeting. 

It centred on reducing subsidies for developed countries’ agricultural industries. That would 
allow developing countries to export food, something they were already good at producing. In return, the 
developing countries would open up their market to services, particularly banking.  

The agenda in Doha Round was to expand the agriculture and services talks to allow trade-offs and 
negotiations and thus achieve greater trade liberalization.   

The major negotiating issues in the Doha Round were as follows: 

A. Agriculture 

Reduce subsidies to 2.5% of the value of production for developed countries. That would only be 6.7% 
for developing countries. Reduce tariffs on food imports. End subsidies for exports. 
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Substantial and effective reductions in Overall Trade-Distorting Domestic Support (OTDS) by developed 
countries. An operational and effective Special Safeguard Mechanism (SSM). 

An operational and effective Special Safeguard Mechanism (SSM): Special Safeguard Mechanism (SSM) 
is a protection measure allowed for developing countries to take contingency restrictions against 
agricultural imports that are causing injuries to domestic farmers.  

How: The contingency measure is imposition of tariff if the import surge causes welfare loss to the 
domestic poor farmers. The design and use of the SSM is an area of conflict under the WTO. 

What are SSM? 

– In WTO’s terms, safeguards are contingency or emergency restrictions on imports taken temporarily 
to deal with special circumstances such as a surge in imports. Contingency restriction means 
imposition of an import tax if the imports are causing injuries to domestic agricultural sector. The 
original GATT itself allows such restrictions to protect domestic economy. 

– Tariff simplification and tariff capping by developed country tariffs. 

– Substantial and Effective reductions in Overall Trade-Distorting Domestic Support (OTDS) by 
developed countries; 

– Self-designation of an appropriate number of Special Products (SPs); 

B. Non-agricultural Market Access (NAMA) 

– NAMA covers manufacturing products, fuels and mining products, fish and fish products, and 
forestry products.  

– These products are not covered by the Agreement on Agriculture or the negotiations on services.  

– The Doha Talks require adequate and appropriate flexibilities for: 
A. protecting economically vulnerable industries;  
B. participation in sectoral initiatives on a non-mandatory and good faith basis without preconceived 
notions of the final outcome.  

– Note: The special and differential treatment for developing countries must be substantial. 

C. Agreement on Trade-Related Aspects of Intellectual Property Rights (TRIPS) is an international 
legal agreement between all the member nations of the World Trade Organization (WTO).  

– It sets down minimum standards for the regulation by national governments of many forms 
of intellectual property (IP) as applied to nationals of other WTO member nations.  

– TRIPS was negotiated at the end of the Uruguay Round of the General Agreement on Tariffs and 
Trade (GATT) in 1994 and is administered by the WTO. 

– Effect: The TRIPS agreement introduced intellectual property law into the international trading 
system for the first time and remains the most comprehensive international agreement on intellectual 
property to date.  
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– In 2001, developing countries, concerned that developed countries were insisting on an overly narrow 
reading of TRIPS, initiated a round of talks that resulted in the Doha Declaration.  

Difference between SSM and other safeguards under Agreement on Agriculture 

– The SSG was available to all countries- both developing and developed whereas the SSM is allowable 
only to the developing countries.  

– SSG was available as it was inducted under the GATT agreement but the SSM was the invention of 
the Doha Ministerial Conference. 

d. Special and differential treatment  

Give special treatment to help developing countries. That includes longer periods for implementing 
agreements. It requires that all WTO countries safeguard the trade interests of developing countries. It 
also provides financial support to developing countries to build the infrastructure needed to handle 
disputes and implement technical standards.  

The Doha round of talks failed because of the divide between the developed and developing countries on 
WTO, IMF and World Bank on the issue of trade concession and near zero-tariffs.  

Bali Package  

The Bali Package is a trade agreement resulting from the Ninth Ministerial Conference of the World 
Trade Organization in Bali, Indonesia. It was aimed at lowering global trade barriers and was the first 
agreement reached through the WTO that is approved by all its members. 

The package forms part of the Doha Development Round [2001] 

There were 3 decisions that were adopted by Bali package: Trade Facilitation, Agriculture and 
Development and LDC Issues.   

Trade Facilitation (TF) agreement:  

– The Trade Facilitation Agreement (TFA) was one among the 10 agreements of the deal the WTO 
members (including India) had agreed upon in December 2013 Bali Ministerial meeting.  

– Objective of TFA: The TFA seeks to speed-up global trade by reforming customs procedures and 
cutting red tapism. Even though this dovetails well with Indian Government's recent initiatives to 
roll out Red carpet for Foreign MNCs but at the same time Government does not want to compromise 
on its responsibilities towrads Farmers and people 

– India had agreed to sign the TFA by July 31st 2014. 

– TFA is projected as the most ambitious trade agreement with the potential to generate 1 trillion dollar 
worth of additional trade and 3 crore new job opportunities spanning across sectors such as logistics, 
airways, shipways and banking and financial sectors.  
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In Detail: TFA  

– The agreement is a broad series of trade facilitation reforms spread out over a gamut of trade issues 
across the areas of transparency and predictability of trading across borders.  

– It aims to create a less discriminatory business environment.  

– It also includes faster clearance procedures, enhanced conditions for freedom of transit for 
goods improvements, improved appeal rights for traders as well as reduced fees and formalities 
connected with the import and export of goods. 

– Abolish import quotas: Developed countries would abolish hard import quotas on agricultural 
products from the developing world and would be required to facilitate reade from LDCS 

– Reduction in Red tape & bureaucratic rules: It aims to reduce red-tapism to facilitate trade by 
reforming customs procedures and formalities. 

– Lowering import tariffs and agricultural subsidies: It will make it easier for developing countries 
to trade with the developed world in global market. 

– The World Trade Organization’s (WTO's) landmark Trade Facilitation Agreement (TFA) came into 
force in February 2017. 

Every decision is supposed to be ratified by more than two-thirds of all member nations. 

–  Ratified by 112 nations, the deal will ease trade processes, bring down barriers to trade and enhance 
the capacity of the developing world to better engage with the global trading network. 

Benefits: 
[i] It is expected to provide a much-needed boost to beleaguered global growth. However, its success 
will depend on the rising tide of trade protectionism across the globe and stronger voices against trade 
liberalisation like the US. 

– The 164 member nations of the WTO account for more than 97 per cent of global gross domestic 
product (GDP) and 96.8 per cent of global trade.  

– Therefore, the TFA is expected to significantly change the global trade scenario with international 
customs practices becoming streamlined and easier trade movement being enforced. 

Agriculture 

Under Bali package, the WTO agreed to allow developing countries to provide subsidy on food crops 
without any punitive action via a so-called Peace Clause.  

as per the original Agreement on agriculture (AoA), the developed and developing countries have to keep 
their Amber box subsidies within De-minimus level i.e. 5% and 10% of their agriculture production in 
1986-88 respectively. 

This provision was going against interest of India due to its various food subsidies programs. Thus, India 
opposed the base year and limit set by agreement.  

Peace clause was a temporary solution to this issue.  
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Clause provided immunity against penalties imposed for breaching the farm subsidy cap of 10 per cent 
under the WTO Agreement on Agriculture (AoA). 

 Why India did not accept a temporary "Peace Clause" in 2017? 
 Accepting a temporary peace clause would be tantamount to admitting that the subsidy programmes 
in India and other developing nations violate global trade norms, leaving the nation vulnerable if a 
complaint was to be raised in the WTO or other international forums later.  

– This would also result in India losing its biggest bargaining chip [TFA] in future WTO meetings. 

– While India needed to get its point across to the WTO, there is a view that it went too far in not 
allowing the talks to proceed.  

– It is estimated that the proposed trade facilitation agreement (TFA) would have given a $1 trillion 
boost to global trade by reducing transaction costs, streamlining international customs procedures and 
facilitating easier movement of goods. 

– But the Indian government’s refusal to back the TFA without negotiations on food security issues has 
upset the applecart.  

– Trade Facilitation Agreement, per se has not got anything to do with Peace Clause directly. 

 

Least Developed Countries (LDCs) 

Least developed countries (LDCs) will be supported in building capacities to implement the changes 
using funding from the Trade Facilitation Agreement Facility (TFAF), which was established in July 
2014 under the terms of an amendment to the TFA. 

The proposal contained four major elements: 

 a decision on the implementation of duty-free and quota-free market access for LDCs 

 a decision on preferential rules of origin for LDCs 

 a decision on the operationalization of the LDC services waiver 

 A decision in the area of cotton, covering both trade and development assistance aspects. 

National Committee on Trade Facilitation (NCTF) 

National Committee on Trade Facilitation (NCTF) was established after ratification of Agreement on 
Trade Facilitation (TFA). Since then, the NCTF has played an important role in reducing the high cost of 
imports and exports so as to integrate our cross-border trade with the global value chain. Some of the 
landmarks being: 

 Establishment of a National Single Window system to route all import related formalities viz., 
examination, sampling, clearance, etc., which involves plethora of agencies, through a single online 
national portal. 

 Simplification of fees and charges for various clearance related activities at the borders. 
 paperless filing of import/ export documents through ‘E-sanchit’ project 
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 Publishing of resource information viz., procedures for import/ export, laws and regulations, etc., 
online for ease of access. 

Consistent trade facilitation efforts have resulted in substantive improvement of India’s performance in 
Trading across Borders indicator from 146 in 2017 to 80 in the year 2018.  

Further, these initiatives have also contributed to overall improvement in ‘Ease of Doing Business’ 
environment in the country, as also recognized by the World Bank. 

11th Ministerial Conference at Buenos Aires 

11th Ministerial Conference of WTO ended without a Ministerial Declaration because Members failed to 
reach consensus on already existing major issues like public stockholding of food items and new issues 
like ecommerce.  

Major agreements  

 Member nation pushed commitment to secure a deal on fisheries subsidies for prohibiting illegal, 
unreported and unregulated (IUU) fishing to the end of 2019. this decision was taken after a deadlock 
of fifteen years 

 This give India more time to ensure that there are adequate safeguards in place to protect artisanal 
(Traditional) fishers. 

Why meeting failed? 

Following are some of the reasons for failure of 11th MC in delivering any results:  

 US blocked a permanent solution on government stockholding for food security purpose. India has 
expressed its “deep disappointment” over the US’ refusal to agree on the public stockholding issue 

 While, India toughened its stand on new issues including e-commerce and investment facilitation. 
 The 53-member African Group as well as a large number of developing countries have rallied around 

and firmly supported India in opposing rules on e-commerce and bringing in new issues such as 
investment facilitation and MSMEs into the WTO’s agenda 

 Member states did agree to secure a deal on elimination of fisheries subsidies by the next ministerial 
in December 2019.  

 Reluctance on the part of China and India to make immediate commitments thwarted a deal on 
fisheries at the Buenos Aires meet. 

Challenges facing WTO 

Dispute settlement system:  

 While WTO’s dispute settling mechanism allows aggrieved parties to file cases against member-
states. But some of the cases and issues have remained unresolved for a long time. 

 While the number of cases are increasing every year, its strength has not increased accordingly, 
creating high level pendency. 
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 According to the WTO system, the AB (Appellate Body) should have seven members who are 
appointed by consensus among WTO members. Any appeal from the WTO dispute panels must be 
heard by three out of seven members of the AB. 

 Since 2017, the US has been blocking appointment of new members in the AB. Four members of the 
AB have completed their terms, and no replacement members could be appointed. 

USA:  

 GATT/WTO rules cannot prevent a country “from taking any action which it considers necessary for 
the protection of its essential security interests.”  

 This clause has been used repetitively by countries to raise tariff. For example, the US has used the 
‘national security’ clause to increase tariff rates on imports of steel and aluminium. 

 USA has repetitively alleged that WTO is working against its national interests. Same happened when 
WTO Appellate body(AB) ruled against US on July 16, 2019 that the US broke WTO’s ruled that 
while imposing certain trade barriers against China. If the US does not remove these trade barriers, 
then China can impose sanctions against US exports. 

WTO’s troubling ruling: 

 WTO has ruled in a dispute between Ukraine and Russia, that while every member has the right to 
define its essential security interests, the WTO has the right to review whether a country’s claim was 
made in good faith.   

 This ruling has opened a Pandora’s box and can potentially turn the WTO dispute settlement (DS) 
process into a forum to discuss international political problems.  

 Against the backdrop of a potential trade war, this may lead to more conflict among the WTO 
member countries and put pressure on the WTO DS system. 

Consensus based voting 

 WTO failed to build consensus among developed and developing countries on important issues like 
agriculture, services trade and distorting subsidies by developed nations. In the latest Ministerial 
conference this rift is visible that left this conference decision-less.  

Intellectual property  

 TRIPS is a subject of criticism as developed countries like US and EU want stricter patent rules to 
protect their indigenous companies abroad like pharmaceutical patents while developing countries 
expect lenient provisions which allow them generics of the original products at a cheaper price. 

Structure and operational procedure of WTO 

 In WTO decision making is through consensus. This has translated into making the WTO decision 
making long and subject to external manipulation. 

 Most of the time political and ideological differences come in a way of reaching a consensus 
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India’s concerns at WTO  

Agreement on Agriculture: 

India’s farm subsidy and export subsidy are increasingly being challenged at the WTO for violating 
multilateral trading rules.  

Developed countries consider India’s MSP support to farmers, public stockholding of grains and its PDS 
distribution to be ‘market distorting subsidies’. 

While India demands amendment to the agreement to continue with the food security measures beyond 
Peace Clause and for all G33 members. 

About AoA 

The WTO Agreement on Agriculture contains provisions in 3 broad areas of agriculture and trade policy: 
market access, domestic support and export subsidies. 

Domestic supports under agreements are subject to limits: minimal supports are allowed (generally 5% of 
agricultural production for developed countries, 10% for developing countries) 

AoA divides domestic support into two categories: trade-distorting and non-trade-distorting. Uruguay 
Round (1986–1994) classified the subsidies into "boxes" depending on consequences of production and 
trade:  

 Amber box: Most directly linked to production levels. 
 Blue box: Production-limiting programmes that still distort trade 
 Green box: minimal distortion 

While, Amber box subsidies must be reduced gradually, the green box subsidies were exempt from 
reduction commitments. 

Solar panel issue: 

In 2016, World Trade Organization’s Appellate Body has declared domestic content requirement (DCRs) 
in India’s Jawaharlal Nehru National Solar Mission (JNNSM) as illegal.  

The case was filed by US alleging that India has been restricting the supply of solar panels from US by 
putting a domestic content requirement under the program JNNSM (National Solar Mission). 

Intellectual property issue 

Developing countries as part of Doha Round, secured a favor in TRIPS that allowed compulsory licensing 
of patents in certain circumstances like pharma products. US intended and has been trying for the removal 
of compulsory licensing and expecting an IPR regime which is liberal and allows evergreening of patents. 

Stockholding issue 

The US has refused to support a decision on a permanent solution for public stockholding subsidies 
sought by India and other developing countries.  
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Subsidies and countervailing measures (ASCM) 

US has challenged India’s special and differential benefit under the WTO’s agreement on subsidies and 
countervailing measures (ASCM).  

Government measures such as duty drawback, advance authorisation, special economic zones, and sector 
specific schemes – have been challenged on the ground that India has exceeded the time period in which 
these benefits could be given. 

The Agreement on Subsidies and Countervailing Measures (“SCM Agreement”) addresses two separate, 
but closely related topics: multilateral disciplines regulating the provision of subsidies, and the use of 
countervailing measures to offset injury caused by subsidized imports. 

Under the ASCM regime, India, along with twenty other low-income developing countries, belongs to a 
special category of “annex VII(b) countries”. The countries keep qualifying for the category and hence, 
are allowed some more time to phase out their export subsidies.  

Current Affairs 

India wins solar case against US at WTO 

 India recently won a major trade dispute against the US at the World Trade Organization.  
 The three-member panel largely upheld India’s claims that subsidies and local content requirement in 

11 renewable energy programmes in eight US states violated core global trade rules.  
 The panel also asked the US to ensure that these states are in conformity with trade rules. 
 India has earlier claimed that some of the US states violated several provisions of the Trade-Related 

Investment Measures (TRIMs) Agreement and Subsidies and Countervailing Measures Agreement.  
 The panel urged the US to bring the eight states in conformity with US obligations under Article III:4 

of “national treatment".  
 Under the national treatment provision, foreign producers must be treated on a par with domestic 

producers. 
 The US can still challenge the panel’s ruling before the Appellate Body (AB) but the AB itself is 

feared to have become dysfunctional after 11 December because the US has been blocking 
appointments to it. 

WTO to rule on India sugar export subsidies  

The World Trade Organization (WTO) set up panels on Thursday to rule on complaints by Australia, 
Brazil and Guatemala against India's export subsidies for sugar and sugarcane producers which they 
assert are illegal. 

It has been alleged that India is distorting the international sugar market by imposing a Minimum 
Indicative Export Quota (MIEQ) on its sugar mill according to which they have been mandated to export 
2 million ton of sugar in 2017-18 and 5 million ton in 2018-19.  

Various programmes run by Maharashtra, Haryana, Andhra Pradesh etc. have also been challenged. 

 


