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ABSTRACT

CETINKAYA, Giiliz. The World Trade Organization’s Role for Developing Countries
Under The Agriculture Negotiations, Master’s Thesis, Ankara, 2019.

The World Trade Organization (WTQO) as the successor of the General Agreement on
Tariffs and Trade (GATT) was established in 1995. Since WTO provides a platform for
coping with trade disputes and observing national trade policies, it is considered as the
guardian of rule-based, fair and competitive global trading system. WTO is a highly
controversial organization. WTO is generally criticized on the grounds that it is an
institution where only developed countries’ interests are considered. From WTO
opponents’ view, WTO is a “rich man’s club” which benefits Developed Countries
more than Developing Countries. Apart from its mission of liberalising international
trade, the WTO also aims to help developing and least developed countries to integrate
into the global trade and support their development process. As an explicit indication of
the crucial place of development in the WTO’s work, the concept of Special and
Differential Treatment (S&DT) was integrated into all WTO agreements and these
S&DT provisions give special rights to developing and least-developed countries in
undertaking their commitments. The main aim of this thesis is to put forward
developing countries’ competence to shape WTO negotiations and their effectiveness in
decision-making process. This thesis focuses on S&DT provisions in the WTO’s
Agreement on Agriculture and S&DT instruments under WTO agriculture negotiations.
The analysis made from the dimension of the WTO agriculture negotiations in this
study provides proofs demonstrating that WTO is not driven solely by the interests of

developed countries.

Keywords

Neo-liberal Institutionalism, World Trade Organization, Agriculture Negotiations,

Special and Differential Treatment, Special Safeguard Mechanism, Special Products
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OZET

CETINKAYA, Giiliz. Tarzm Miizakereleri Cercevesinde Diinya Ticaret Orgiitii niin
Gelismekte Olan Ulkeler I¢in Oynad:g: Rol, Yiiksek Lisans Tezi, Ankara, 2019.

Diinya Ticaret Orgiitii (DTO), Tarifeler ve Ticaret Genel Anlasmasi’nin halefi olarak
1995 yihnda kurulmustur. DTO ticaret anlasmazhiklarinin ¢éziimii ve ulusal ticaret
politikalarinin gézden gegirilmesi icin bir platform sundugu i¢in kurallara dayali, adil ve
rekabetci kiiresel ticaret sisteminin koruyucusu olarak diisiiniilmektedir. DTO, oldukca
tartismah bir érgiittiir. DTO, genellikle sadece Gelismis Ulkelerin ¢ikarlarini dikkate
alan bir kurulus olmakla elestirilmektedir. DTO Karsitlarinin bakis acisiyla, DTO
Gelismekte Olan Ulkelerden ¢ok Gelismis Ulkelere fayda saglayan bir “zenginler
kuliibii”diir. Uluslararas: ticareti serbestlestirme misyonu disinda, DTO aym zamanda
Gelismekte Olan Ulkelerin ve En Az Gelismis Ulkelerin kiiresel ticarete entegre
olmalarina ve kalkinma siireglerine destek olmay: da amaglamaktadir. Kalkinmanin
DTO’deki 6nemli yerinin agik bir gostergesi olarak, Ozel ve Lehte Muamele (OLM)
kavrami, tiim DTO Anlasmalarina entegre edilmistir. S6z konusu OLM hiikiimleri,
Gelismekte Olan Ulkelere ve En Az Gelismis Ulkelere taahhiitlerini iistlenirken 6zel
haklar saglamaktadir. Bu tezin asil amaci, Gelismekte Olan Ulkelerin DTO
miizakerelerini sekillendirme yetisini ve karar alma siirecindeki etkinligini ortaya
koymaktir. Bu tez, DTO Tarim Anlasmasi’nda yer alan OLM hiikiimleri ile DTO tarim
miizakereleri kapsamindaki OLM araglarina odaklanmaktadir. Bu ¢calismada DTO tarim
miizakereleri boyutuyla yapilan analiz, DTO niin sadece Gelismis Ulkelerin ¢ikarlarmi

esas almadigin1 gosteren kanitlar sunmaktadir.

Anahtar Sozcukler

Neo-liberal Kurumsalcilik, Diinya Ticaret Orgiitii, Tarim Miizakereleri, Ozel ve Lehte

Muamele, Ozel Korunma Onlemleri Mekanizmasi, Ozel Uriinler
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INTRODUCTION

The World Trade Organization (WTO) as the successor of the General Agreement on
Tariffs and Trade (GATT) was established in 1995. Since its foundation, the WTO is
the main institution regulating the international trade. Together with the International
Monetary Fund (IMF) and the World Bank, the WTO represents Bretton Woods System
formed in the aftermath of Second World War. Today, WTO constitutes single platform
for multilateral trade negotiations. Since WTO provides a platform for coping with trade
disputes and observing national trade policies, it is considered as the guardian of rule-
based, fair and competitive global trading system. WTO, whose one of the aims is trade
liberalization, has 164 members ranging from developed to developing world.

The WTO has unique features that differentiates it from the other two agents of Bretton
Woods system. It is a member-driven international organization. Member countries take
active role in the WTO’s decision-making system. Consensus is the fundamental
decision-making principle of the WTO. This means that each country have “one vote”
regardless of their level of development, income or economic growth. Therefore, all

members participate into the negotiation process in the WTO.

Apart from its mission of liberalising international trade, the WTO also aims to help
developing and least developed countries to integrate into the global trade and support
their development path. As an explicit indication of the crucial place of development in
the WTQO’s work, the concept of special and differential treatment (S&DT) was
integrated into all WTO agreements and these S&DT provisions give special rights to
developing and least-developed countries in undertaking their commitments and

promoting trade liberalization.

There is no doubt that WTO is a highly controversial organization. From WTO
opponents’ view, WTO is a “rich man’s club” which benefits developed countries more
than developing countries. The role of the WTO for Developing Countries is a
contentious issue. There are different opinions regarding what WTO means for

developing countries’ development and integration to the multilateral trading system.



This study focuses on examining the WTQ’s main rules, principles, objectives,
functions and decision-making procedure by using main framework of neo-liberal
institutionalism. The main aim of this thesis to put forward developing countries’
competence to shape WTO negotiations and their effectiveness in decision-making
process. Accordingly, the main research question that this thesis seeks to address: What
is the role performed by the WTO for developing countries? There are also sub-
questions to be addressed in this study:

-Is the World Trade Organization solely driven by the interests of Developed Countries?

-Do Developing Countries have the capability of shaping the World Trade

Organization’s negotiations and decisions?

-What are the flexibilities and privileges designed for Developing Countries under the
World Trade Organization’s Agreement on Agriculture (AoA) and agriculture

negotiations?

To this end, the qualitative research method will be employed in general terms. The
relevant books, articles, the WTQ’s negotiation modalities, Ministerial decisions, and
agreements will be analysed. Neo-liberal institutionalist approach will be adopted so

that a clear theoretical framework can be drawn.

The arguments of early and modern neo-liberal institutionalist scholars such as
Immanuel Kant, John Stuart Mill, Robert Keohane, Joseph Nye and Oran Young will be
applied into the study of the WTOQO’s role for developing countries. Neo-liberal
institutionalism is the main theory that examine the contemporary trade developments.
On the other hand, key assumptions of neo-liberal institutionalist theory overlaps with
most of the characteristics of the WTO. The globalization of world economy is
associated with the uptrend of neo-liberal thought. Since the WTO represents the trade

component of the globalized world economy, this study uses neo-liberal theory.

Robert Keohane who is one of the leading scholars of neo-liberal institutionalism
develops the main foundations of this theory in his book entitled “After Hegemony”. In
his analysis, Keohane concentrates on circumstances under which states opt for

cooperating. He argues that developed and less-developed countries’ shared interests



can only be achieved through cooperation (Keohane, 1984, p. 6). Since this thesis
concentrates on the relations between developed and developing countries in the WTO
while analysing the role of developing countries in the WTO agriculture negotiations,
this study applies Keohane’s arguments to its analysis.

In the WTO, agriculture is a negotiation area where the relations between developed,
developing and less-developed countries can be best observed. Agriculture is a sensitive
sector for developed countries as well as developing countries. Therefore, these states
have mutual interests which are protecting their agriculture sectors. By the same token,
agriculture is a realm of negotiation where developed, developing and less-developed
countries have mutual interests and show willingness to cooperate. In the WTQO’s
agriculture negotiations, we can observe developing and less-developed countries’
negotiation power and the ability to influence the outcomes. Trade-offs between
developed and developing countries can be best observed in the WTO agriculture
negotiations. As indicated above, there are strong similarities between the topic of this

thesis and Keohane’s arguments.

This thesis is composed of three main chapters. After this introductory part, the first
chapter lays out the theoretical framework of the study. In the first chapter, initially
historical background of the liberalism will be touched upon. The roots of liberal
thinking can be found in the seventeenth and eighteenth century. From the early liberal
thinkers’ perspective, the increase in human freedom is associated with economic,
social and political policies promoting democracy and market capitalism. Immanuel
Kant’s writings in the eighteenth century pointed out that commerce without barriers
could increase the wealth, unite the people around shared interests and bring about
world peace. It is not wrong to assert that Kant’s views which had been evolved over
time provided the core sources for the foundation liberal theories. This chapter secondly
analyses the economic liberalism that paved the way the creation of Bretton Woods
system. the assumptions of economic liberalism which provided sources for the creation
of Bretton Woods system. Liberal economic theory provided the sources of the
institutions and framework created after the Second World War. The core idea of this
doctrine is that the economy works best without state intervention. Free trade is also

essential in liberal thinking of the global economy. Thirdly, the main assumptions of



neo-liberalism will be mentioned. The final point of this chapter is the examination of
neo-liberal institutionalism as a strand of neoliberalism. According to neo-liberal
institutionalism, international regime consists of four components which are principles,
norms, rules and decision-making procedures. These four components are the factors
which legitimize certain state behaviours, actions and forbids the others. The
fundamental assumption of the neo-liberal institutionalist theory is mutual interests can
lead states to cooperate and international institutions can facilitate cooperation by
reducing transaction costs and building trust among states.

In the second chapter, firstly, the GATT’s system will be mentioned. In the GATT
period, eight negotiation rounds were held. The Uruguay Round of 1986-1994 was the
last and most comprehensive negotiation round during the GATT period. Second
chapter proceeds with the WTQO’s objectives, functions, basic principles, agreements
and organizational structure. The establishment of WTO is the success of the Uruguay
Round which is the multilateral trade round with the highest level of ambition. The
establishment of the WTO constitute a fundamental event for the multilateral trading
system. This chapter also examines the WTQO’s AoA providing the multilateral rules for
the agriculture negotiations. Another issue covered by this chapter is Doha
Development Agenda which was launched as the first multilateral trade round since the
formation of the WTO.

The task of the third chapter is to explore the concept of S&DT, its historical
background and its implementation to the WTO AoA and agriculture negotiations. The
history of S&DT can be divided into two periods: before and after the Uruguay Round.
The objective of S&DT provisions accepted before the Uruguay Round was the
improvement of preferential and non-reciprocal market access for developing countries
in developed countries’ markets (Singh, 2003, p.7). Yet, post-Uruguay Round S&DT
measures gained a diversified quality. The post-Uruguay Round S&DT measures
targeted to help developing countries to implement the WTO agreements’ provisions.
S&DT provisions are the integral parts of the WTO agreements. S&DT is in the GATT
and the WTO is a recognition of the fact that Developing Countries can not take the full
benefits of trading opportunities due to special problems that they face. S&DT measures

recognize special needs and concerns of developing and less developed countries. The



third chapter also addresses the instruments of S&DT which under negotiation in the
WTO. In this regard, this chapter seeks to touch upon the negotiations on Special
Safeguard Mechanism (SSM) and Special Products (SPs). In this chapter, the examples
of recent WTO Ministerial Decisions on agriculture which includes S&DT provisions
will be the final point to be addressed.

The conclusion aims to deliver extensive concluding words regarding the issue of the
role of the WTO in developing countries’ integration into the global trade and
accomplish their developmental purposes. It is believed that the analysis of the place of
S&DT in the WTO AO0A and agriculture negotiations demonstrates that the needs of
developing countries can also lead WTO negotiations and developing countries can

make an impact on multilateral trade negotiation outcomes.



CHAPTER 1
THEORETICAL FRAMEWORK

This chapter aims to explain the theoretical roots of the international politics
environment where the GATT, the predecessor of the WTO, was established. This
thesis aims to explore these roots within the framework of neo-liberalism of
International Relations (IR) discipline. In this thesis, neo-liberal institutionalism which
is one of the strands of neo-liberalism is used as the main theory to explore the
theoretical basis on which GATT and the WTO had been found.

The task of the first chapter is to touch upon the main ideas, values and principles of
neoliberal institutionalism which provided the roots for the formation of the GATT and
the WTO. To this end, firstly liberalism will be examined and then neo-liberal

institutionalism will be explained in detail.

It will not be wrong to argue that we can find the roots of liberalism in the European
Enlightenment of the eighteenth century (Griffiths, 2005, p. 24). Liberalism which is the
strong advocate of limited government role, rationality and progress potential of human-
beings played a vital role in shaping modern industrial societies (Burchill, 2005, p.5).
According to Liberalism, market capitalism generates welfare in the society. Due to the
increased level of interdependence and globalization of the world economy, liberalism
preserved its importance for explaining the current international developments as a

doctrine of International Relations.

Liberal theory has various strands. Neo-liberal institutionalism concentrates its studies
on the role of institutions for promoting cooperation. Due to the central role of
international institutions in the analysis of neo-liberal institutionalist thought, this thesis
will examine GATT and WTQ'’s place in integrating Developing Countries to the world

economy from this theory’s perspective.



1.1.LIBERALISM

Liberalism is accepted as one of the mainstream theories of IR discipline. Liberalism
can be seen as the opposite of Realism which is accepted as the dominant theory in IR.

Liberalism draws more optimistic scenario of world politics than realism.

The roots of liberal tradition can be found in the late seventeenth century. The belief of
liberal thinkers, starting with John Locke in the seventeenth century was that human
beings can make progress within modern civil society and capitalist economy (Jackson
& Sorensen, 2007, p.98). In liberal thinkers’ view, modernity provides better life
conditions, increased level of material welfare and an environment without
authoritarian government (Jackson & Sorensen, 2007, p.98). There was a strong faith in
human progress and rationality in liberalism. The source of this faith was the modern
liberal state enforcing a political and economic system that makes great number of

people happy (Jackson & Sorensen, 2007, p.98).

Liberal thought also took its source from the eighteenth century of European
Enlightenment. From the early liberal thinkers’ point of view, the increase in human
freedom is dependent on economic, social and political policies promoting democracy
and market capitalism (Ackerman & Carlson&Han, 2010, p. 3). According to eighteenth
and nineteenth century liberals, war and commerce have opposite spirits (Burchill,
2005, p.62). Most of the wars were waged in order to accomplish mercantilist
objectives. Until Napoleonic wars, increase in wealth was associated with export growth
and expanding export markets and resorting to trade war could be an instrument for
augmenting wealth (Carr, 1945, p. 5). However, free trade was seen as a more peaceful
way of enhancing wealth (Burchill, 2005, p.63). Obstacles to trade cause international

tensions by creating misperceptions between human-beings. On the contrary, free trade

! Mercantilism is an economic doctrine which became influential in seventeenth and eighteenth centuries.
This doctrine is proponent of the state intervention into economic activities. According to mercantilists,
being wealthy is dependent on having gold and precious metals (Seyidoglu, 2003, p.14). From their
perspective, a nation can become rich if its exportation exceeds its importation. In mercantilist thought,
trade is not a win-win activity and a state’s benefit depends on another state’s loss. It can be argued that
Adam Smith’s and David Ricardo’s ideas are responses to mercantilist thought on trade (Salvatore, 2007,
p. 34).



enhance the dialogue between people and prevent misunderstandings (Burchill, 2005,
p.63).

According to Immanuel Kant’s writings in the eighteenth century, commerce without
barriers could increase the wealth, unite the people around common interests and pave
the way for world peace (Howard, 1978, p.20). He mentioned about three principles for
peaceful conflict resolution in international relations (Ackerman & Carlson & Han,
2010, p. 4). The first principle is based on “republican constitutions” written by
democratic states. These constitutions form “pacific union” of free states which is the
second principle (Russett&Oneal, 2001, p.29). International treaties, laws and
organizations play a vital role in the formation of this union. Kant’s third principle is
“commerce and free trade” supported by these international laws and organizations
(Russett&Oneal, 2001, p.29). From Immanuel Kant’s perspective, free global trade
between democratic states made international relations based on economic ties rather
than use of force. Thanks to these three principles, citizens of democratic states become
opponents of war and show willingness for cooperation and peaceful relations. We can
assert that Immanuel Kant’s thoughts which had been transformed over time provided
the main sources for ideas, values of liberal theories (Ackerman & Carlson & Han,
2010, p. 4).

Beginning with the second half of the eighteenth century, classical liberalism became
the dominant economic doctrine. It can be asserted that Adam Smith’s views expressed
in his famous book “ The Wealth of Nations” represent the birth of classical liberalism
(Seyidoglu, 2003, p. 15). Adam Smith explains the benefits of free trade via his “Theory
of Absolute Advantages”. In his theory, each nation should specialize on the production
of the commodities which they can produce efficiently and they should import the
commodities whose production is less efficient for them. In this way, nations can
specialize in the production of the commodity of their absolute advantage and sell these
products by buying the products of their absolute disadvantage in return. As opposed to

mercantilism, all nations benefit from trade in Smith’s theory (Salvatore, 2007, p. 35).

Nineteenth century’s liberal thinkers such as David Ricardo, John Stuart Mill built their

views upon Kant’s theory (Ackerman & Carlson & Han, 2010, p. 4). The theory of



comparative advantage appeared in David Ricardo’s book named Principles of Political
Economy and Taxation. It can be argued that the theory of comparative advantage is a
cornerstone theory in explaining international trade (Seyidoglu, 2003, p.18). According
to Ricardo, there is still an opportunity to trade mutually even if a nation has absolute
disadvantage of both commodities that it produce. From his perspective, comparative
advantage emerges when a nation’s absolute disadvantage is smaller in production of
one commodity and this nation should specialize in the production of this product and
export it. In other words, this nation should import the product in which it has greater
absolute disadvantage (Salvatore, 2007, p. 38).

According to nineteenth century’s liberal thinkers, conflicts stemming from hindered
commerce could be overcome by free movement of goods and capital. In his writings in
1848, John Stuart Mill also argued that free trade was the most important instrument for
ending wars and promoting prosperity for all. Trade would be the architect of the
relations based on mutual dependence. Enhanced dialogue and dependence prevent

people from resorting to conflict (Howard, 1978, p.37).

Early liberals always believed that the advantages of free trade transcend the costs of
waging war for mercantilist interests when people become cognisant of the disruptive
impacts of wars on trade and welfare (Burchill, 2005, p. 63). They also pointed out that
interdependence beget the prevention of unilateral decisions of aggression and
reciprocal retaliation (Burchill, 2005, p. 64). For modern liberal theorists, free trade
which should be far from state interference yields international cooperation, peace,
welfare. The developments in international arena brought about some modifications on

liberal thinkers’ opinions.

Liberalism concentrates on government within states as well as good governance
between states and nations around the world (Dunne, 2008, p.111). In liberal thinking,
the concepts of order, liberty and justice are crucial. As opposed to Realism, liberalism
has a positive image of human nature. Liberals believe that human rationality can be
applied to international relations. Juridicial equality, democracy, liberty and the free

market are four components of Liberalism (Dunne, 2008, p.116).
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The First World War demonstrated that peace is not a natural thing and it should be
constructed by various means and efforts. Liberal Idealism had a solid support from
Woodrow Wilson’s opinions. Woodrow Wilson who was the president of the United
States tried to form an international system based on liberal values. The main aim of
Woodrow Wilson was to discover how a second world war can be prevented. We can
find the answer of this question in his famous programme. Wilson’s programme which
was declared in January 1918 underlines that secret diplomacy should be ended and
agreements should be open to public (Heywood, 2011, p.438). Wilson’s ideas are based
on two major points. The first one is promotion of democracy and self-determination.
Wilson believed that democratic states do not declare war against each other. The
second major point of Wilson’s programme is the formation of an international
organization that would design inter-state relations on an institutional basis (Brown,
1997, p.24). That was the principle idea of the League of Nations. This organization
reflects a basic principle of liberal thinking which is international institutions may help
states to cooperate peacefully (Jackson & Sorensen, 2007, p.34). Wilson’s ideas are
based on the liberal thought of human beings behave rationally and if they implement
reason to inter-state relations, they can establish institutions for everyone’s the benefit
(Angell, 2010, p.263). Wilson believed that a rational international organization can

terminate war and bring more or less permanent peace.

We can say that liberal ideas gained some success in the international relations of the
1920s. However, the political and economic developments of the 1920s and 1930s
falsified the arguments of utopian liberalism. We witnessed that the fascist and Nazi
dictatorship came to power in Italy, Germany and Spain. Authoritarianism also raised in
the states that were supposed to become democracies such as Poland, Hungary and
Romania (Heywood, 2011, p. 436). Wilson’s scenario of international peace promoted

by an international organization did not become true.

The League of Nations could never gain power that Wilson wanted. Important states
such as France and Britain never accepted the League as an essential organization and
rejected the idea of shaping their foreign policies with the principles of the League
(Jackson & Sorensen, 2007, p.35). While the moral rhetoric at the formation of the

League was absolutely idealist, in practice states remained driven by self-interest
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(Dunne, 2008, p. 114). The decision of the United States not to become a party to the
League of Nations was a catastrophe for Wilson’s dreams of peace-centered
international order. The slump of the League of Nations was a devastating development
for ldealism.

The doctrine of laissez-faire was criticized by the Keynesian economic doctrines which
claimed that there should be a balance between economic liberty and the regulatory role
of state for promoting social justice (Griffiths, 2007, p. 26). From the perspective of the
Keynesian economic doctrines, state should play more active role in providing equitable
social and economic conditions for its citizens. This divergence between classical and
welfare (social) liberals represents one of the most important divisions within the liberal
theory (Griffiths, 2007, p. 26). This critique of classical liberals provided the main
explanation for the inequality within states and increasing level of militarism,
authoritarianism and conflict observed in international level in the inter-war period
(Griffiths, 2007, p. 26).

Keynes in his book named The Economic Consequences of the Peace (1919) asserted
that reparation of the German economy was the precondition for European continent’s
recovery and stability due to the interdependence level before the war (Keynes, 1924, p.
16). Keynes also criticized the liberal doctrine of laissez-faire for a period during the
Great Depression. He claimed that greater economic nationalism is necessary for
accomplishing the promises of politicians such as full employment without having an
injury in the national economy (Keynes, 1924, p.261). While Keynes advocated
protectionism (increased role of government via fiscal policy instruments) in domestic
politics, he supported liberal economic system for the international economy (Heywood,
2011, p. 462). Owing to the alterations in the conditions of international politics and
growing importance of concerns for justice, liberal thinkers reassessed their ideas
(Griffiths, 2007, p. 26).

Due to the dissolution of European economies and the upsurge of political extremism in
the inter-war era, awakened European political leaders about the requirement of public
regulation in the global economy and the importance of ensuring benignant peace
environment (Brown & Ainley, 2005,p. 24). The lessons of the inter-war period helped

to design the international economic and political system after the Second World War.
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After 1945, we observed that liberalism moved away from over-optimistic perception of
international relations and developed more pragmatic language. In this period, the Cold
War grapple between the United States and the Soviet Union became the predominant
feature of the international politics and the United States achieved to put fundamental
liberal principles in the centre of the regulatory rules and institutions of international
relations. The United States assumed a leading role with its open political and economic
system for the other members of international society. The United States also was the
main advocate of the idea of free trade. Most importantly, the United States created and
participated in a range of crucial international organizations. After the Second World
War, we can observe the institutionalized dimension of the United States’ power in the
Bretton Woods system’s economic, financial and commercial agreements and in the
North Atlantic Treaty Organization (NATO) (Dunne, 2008, p. 117). It can be argued
that the financial and political organizations formed after the Second World War are the

basis of the current political and economic system.

Bretton Woods financial, monetary and trade institutions formed under the United
States’ leadership maintain open, free and non-discriminatory international system in all
three realms. As opposed the period after the First World War, the defeated states of the
Second World War were integrated into the newly established international order
peacefully (Brown & Ainley, 2005, p. 134). This conceived as the most important factor
for the success of the post-war period. The basic liberal assumptions such as democratic
domestic political system and the integration into the open international economy were
recognized and implemented by West Germany and Japan (Griffiths, 2007, p. 26). The
recognition of these principles by aforementioned countries paved the way economic

growth and prosperity via non-military tools (Griffiths, 2007, p. 26).

Now, it will be touched upon the assumptions of economic liberalism which provided
sources for the creation of Bretton Woods system. Liberal economic theory is the basis
of the post-war world economy. The roots of the institutions and framework created
after the Second World War can be found in liberal economic theory. This theory accept
human-beings who are rational and self-interested as the key economic actors
(Heywood, 2011, p.87). The main assumption of economic liberalism is that

unregulated market economy is characterized by freely convertible currencies and open
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markets finds the equilibrium in the long run. Supply and demand are brought to the
equilibrium by the invisible hand of the market (Heywood, 2011, p.87). This is called a
policy of laissez-faire in which the market is left to administer itself and the role of the
state is minimized. The core idea of this doctrine is that the economy works best when
there is no state intervention. In this doctrine, the ideal role of governments is ensuring
the smooth and free functioning of the market. Free trade is also crucial in liberal
thinking of the global economy. From the perspective of liberal economic theory, the
policies of governments and actors operating in the world economy are shaped by free
trade and free movement of capital (Woods, 2008, p.250).

After the Second World War, international institutions were formed to ease cooperation
in the global economy. In August 1944, the United States, the United Kingdom and 42
other states gathered at the UN Monetary and Financial Conference at Bretton Woods to
develop the institutional framework for the post-war international financial and
monetary system (Heywood, 2011, p.460). For these policy makers, there was two
serious problems to handle. First problem was exploring the ways to form a stable
international monetary system and an open global trading system in order to prevent the
reoccurrence of the Great Depression of the 1930s (Woods, 2008, p.244). Second task

was to restore the war-torn economies of Europe.

There were two plans that were submitted to Bretton Woods Conference. One is
“Keynes Plan” which was prepared by John Maynard Keynes. The other was “White
Plan” whose the author was Dexter White, United States’s Secretary of Treasury. At the
end of the conference, “White Plan” shaped Bretton Woods system. In his plan, Keynes
proposed a mechanism which provide credit automatically for the countries having
deficit. This plan was based on the idea that the system should not only render
responsible the countries having deficit from international balance. Keynes wanted the
countries having surplus to be also responsible from international balance According to
“White Plan”, there should be a fixed exchange rate system for achieving stability.
“White Plan” proposed the abolishment of the barriers on global trade and the
establishment of an international institution to contribute to rebuild the economies

damaged from war. As opposed to “Keynes Plan”, “White Plan” was of the view that
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only the countries having deficit should be responsible from the external balance
(Seyidoglu, 2003, p. 528).

The most important consequence of the Bretton Woods meeting was the formation of
three institutions of a new world economic order. The three agents of Bretton Woods
system are as follows (Heywood, 2011, p.460):

The International Monetary Fund (IMF), which came into operation in March
1947.

The International Bank for Reconstruction and Development (IBRD), better known
as the World Bank, which came into operation in June 1946.

The General Agreemet on Tariffs and Trade (GATT), which was replaced by the
World Trade Organization (WTQ) in 1995. Although GATT is usually seen as part
of the Bretton Woods system, it was created by the UN Conference on Trade and
Employment and came into operation in January 1948.

The Bretton Woods system is an explicit symbol of the multilateralism that gained
ascendency in the post-1945 period. However, we should not deny that the United
States as the world’s leading military and economic power played significant role in the
design of international institutional framework of the post-war period. Therefore, the
IMF, the World Bank and the GATT were Western bloc organizations dependent
mostly on the United States (Woods, 2008, p.246).

The IMF was tasked with maintaining stable exchange rates and providing emergency
aid to countries encountering a temporary crisis in their balance of payments
system(Woods, 2008, p.245). Facilitating private investment and reconstruction of
Europe. The GATT which will be examined in detail in Chapter Il of this thesis became
a platformfor trade liberalization negotiations. GATT which was a multilateral accord
than an international organization was responsible from bringing down tariff levels in

the global trade.

Bretton Woods system was a product of liberal economic theories based on an open and
competitive international economy. The dollar standard managed directly by the United
States was the heart of the Bretton Woods system. At Bretton Woods Conference, it was
agreed that all countries’ currencies would be fixed at a certain value. The currencies

fixed to the dollar and the United States promised to change all dollars to gold at $ 35
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per ounce (Woods, 2008, p.245). This provided stable and unchanging exchange rates.
In Bretton Woods system, the fluctuation margin of national currencies against the
dollar was + - 1 per cent (Krugman& Obstfeld, 2009, p.515).

In the late 1960s, US support for Bretton Woods system changed as a result of the
weaknesses of its economy. In the 1970s, the world economy passed through a process
of rising unemployment and stagflation (economic stagnation and high inflation were
observed simultaneously.) (Heywood, 2011, p.464). In 1971, the United States
President Nixon declared that his country would no longer change the dollar to gold and
abandoned the fixed exchange rates system (Baylis & Smith & Owens, 2008, p.248).
This event which is called Nixon shock brought about alarm bells for Bretton Woods
system (Heywood, 2011, p. 466). Nixon also declared a 10 per cent tax on all imports to
the United States so that Western countries and Japan revalue their currencies against
the dollar (Seyidoglu, 2003, p. 533). In December 1971, an international agreement on
exchange rate arrangement was declared at the Smithsonian Institution. According to
Smithsonian Decisions, the dollar was devaluated against foreign currencies by
approximately 8 per cent and the official gold price was increased to $ 38 an ounce
(Krugman& Obstfeld, 2009, p.525). Smithsonian Agreement raised the fluctuation
margin of foreign currencies against the dollar to + - 2.25 per cent (Seyidoglu, 2003, p.
533). Smithsonian Decisions reflects the efforts to rescue Bretton Woods system.
Despite these decisions, the dollar continued to be under the pressure of speculative
attacks and was devaluated again in February 1973. Bretton Woods system was broken
down in March 1973 (Krugman& Obstfeld, 2009, p.525). In the monetary system, the
role given to the IMF also collapsed. The big industrialized countries tried to explore
ways to implement their exchange rate policies under the IMF framework, however they
failed (Baylis & Smith & Owens, 2008, p.246).

In the global trading system, GATT became successful in reducing trade barriers until
the 1970s. In the 1970s, GATT’s progress in eliminating trade barriers was reversed by
new protectionism wave. The characteristic features of the 1970s were the absence of
global economic cooperation among the industrialized countries which implemented
floating exchange rates and the new forms of trade protectionism (Woods, 2008, p.248).

We observed the examples of new protectionism especially in textile products, shoes,
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steel which are the labour-intensive industrial goods exported mostly by less-
developed countries. There were various instruments of new protectionism. Voluntary
export restraints, technical standards, administrative regulations and export subsidies are

some of these instruments (Seyidoglu, 2003, p. 170).
1.2.NEO-LIBERALISM

Neo-liberalism’s solution to the problems faced by the world economy during 1970s
was diminishing the role of the governments and letting market forces to operate. In
1970s, a lot of developing countries borrowed money mostly from US-based banks. The
rise in interest rates in 1979 made the borrowers and lenders remember that these debts
could not be repaid. The IMF tried to prevent the repudiation of these loans by
developing countries. This development gave the mission of structural adjustment of
indebted countries’ economies to the IMF. Structural adjustment brought about
immediate measures such as reducing inflation, government expenditure, the frontiers
of the governments in the economy. In these years, structural adjustment was also

associated with trade liberalization and privatization.

In the 1980s, the world community witnessed the triumph of neo-liberalism. In the late
1980s, the term “Washington Consensus” was used for the policies of the IMF and the
World Bank. “Washington Consensus” focused on free trade and the liberalization of
capital markets. During the 1990s, neo-liberalism advanced its influence through the

organizations of global economic governance.

John Williamson invented the term “Washington Consensus” in 1989. He said that the
first written usage of this term was for a conference convened in order to discuss the
aged opinions of development economics that had managed Latin American countries’
economic policies since 1950s (Williamson, 2004, n.p). It can be asserted that
“Washington Consensus” was used to describe the IMF’s and World Bank’s policies.

This term shaped the reconstruction process of economies in the developing world.

The ten reforms favoured by “Washington Consensus are as follows (Williamson, 2004,

n.p):

» Fiscal discipline
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Reordering public expenditure priorities

Tax reform (cutting personal and corporate taxes)

Liberalizing interest rates

Floating and competitive exchange rates

Trade liberalization (free trade)

Openness to foreign direct investment

Privatization

Financial liberalization (the deregulation of financial markets and capital
controls)

» Property Rights

It is important to touch upon “Post-Washington Consensus”. As indicated above,
Washington Consensus minimized the role of the government and proposed an inactive
role for the state. “Post- Washington Consensus” underlines that governments should
play an effective role in promoting sustainable development and take into account the
concerns of their citizens. Eradicating poverty, ensuring social justice and fair income

distribution should be the tasks of governments (Stiglitz, 1998, p.29).

In this part of the thesis, the main principles of neo-liberalism and liberal
institutionalism will be addressed. We can assert that neo-liberalism was the main
theory that provide guidance to the United States’ foreign policy behaviours in the post-
1945 period. According to Steven L. Lamy (2008) “neo-liberalism is more than a
theory; it is paradigm or conceptual framework that define a field of study, and define

an agenda for research and policy-making” (p.126).

Neo-liberalism is the type of liberalism (Lamy, 2008, p. 126). Idealism is rejected by
neoliberals although they agree on traditional liberal ideas regarding the possibility of
progress and change. In the academic milieus, neo-liberalism is generally used
synonymously with neo-liberal institutionalism. However, in the policy world, neo-
liberalism is associated with Western values based on capitalism and democratic
institutions (Baylis, Smith, & Owens, 2008, p. 127).

Like neo-realism, neo-liberalism is system maintainer theory that is mostly comfortable
with the current status quo in terms of international system and its actors, values and
power distribution (Baylis, Smith, & Owens, 2008, p. 126). In IR discipline, neo-
realism and neoliberalism are defined as status-quo rationalist theories (Lamy, 2008, p.

137). Robert Cox defines these theories as problem-solving theories since they study the
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issues that damages the status-quo such as security, conflict, cooperation (Baylis, Smith,
& Owens, 2008, p. 126). Neo-realists address military security and war, whereas neo-

liberal scholars concentrate on cooperation and institutions.

Neo-liberalism is one of the most dominant strands of liberal thinking today. Neo-
liberals believe that states are in the pursuit of absolute gains and the fundamental
barrier to cooperation is non-compliance by other countries. Hence, their main belief is
that states are ready to cooperate if they are sure about the compliance of others with the
rules. From neo-liberal point of view, relative gains are not important for states and they
are not interested in how much the others gain (Baylis, Smith, & Owens, 2008, p. 133).

Whilst there are clear divergences between neo-realism and neo-liberalism, we can
assert that these differences are minor in comparison with the division between
reflectivist and rationalist theories (Lamy, 2008, p. 137). Both of these theories use
positivist epistemology and try to find answers to similar questions. In addition, they
agree on the critical assumptions concerning the state and the international system. Both
of them share the idea that the defining feature of the international system is the
anarchy. Within this anarchic international system, neo-liberals attach utmost
importance to the concepts of interdependence, international institutions and regimes.
For neo-liberals, institutions and regimes which are important players in international

relations facilitate cooperation.
1.3.NEO-LIBERAL INSTITUTIONALISM

Neo-liberal institutionalism focuses its analysis of international politics on the
institutions and international community and sees them as appropriate tools for
understanding international relations (Baylis, Smith, & Owens, 2008, p. 138). Since
neo-liberal institutionalist scholars ask key questions regarding the role of international
regimes and institutions on promoting rules and principles that facilitate economic
development, this thesis apply neo-liberal institutionalist theory to its analysis of the

WTO?’s place in the development path of developing countries.

We can find the roots of liberal institutionalism or neo-liberal institutionalism in the

functional integration scholarship of the 1940s and the 1950s and regional integration
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studies of the 1960s (Lamy, 2008, p. 131). In the 1950s Western Europe passed
through a process of regional integration. This regional integration was an intensive
form of international cooperation. Integration theorists examined how mutually
beneficial long-term cooperation can be established through functional activities such as
trade and investment (Jackson &Sorensen, 2007, p.43). We saw that integration theories
were less idealistic and more pragmatic than utopian liberalism. Integration studies
suggest that peace and prosperity can be promoted by the states who are willing to
unite their resources and abandon some of their sovereignty with the aim of forming
integrated communities (Baylis, Smith, & Owens, 2008, p. 132). The European Union is
a good example of an regional organization whose the first objective was promoting
multilateral collaboration in the area of coal and steel. Neo-liberal theorists also studied
that cooperation in one field had spill-over effects on other fields (Jackson &Sorensen,
2007, p.43).

The transnationalism and complex interdependence appeared in the 1970s was the third
generation of liberal Institutional scholarship (Baylis, Smith, & Owens, 2008, p. 132).
These scholars argued that the world became more pluralistic in terms of actors and the
level of interdependency between these actors increased. High level of interdependence
makes states more inclined to establish international institutions to handle mutual
problems. For these group of theorists, institutions provide information and reduce costs
and cooperation become possible among states due to this function of the institutions
(Jackson & Sorensen, 2007, p.44). Robert Keohane and Oran Young are among the

main contributors to neo-liberal Institutionalism.

The core assumptions of neo-liberal institutionalism are as follows (Lamy, 2008, p.
132):

States are the key actors in international relations, but not the only significant
actors. States are rational or instrumental actors, always seeking to maximize their
interests in all issue-areas.

In this competitive environment, states seek to maximize absolute gains through
cooperation. Rational behaviour leads states to see value in cooperative behaviour.
States are less concerned with gains or advantages achieved by other states in
cooperative arrangements.

The greatest obstacle to successful cooperation is non-compliance or cheating by
states.
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Cooperation is never without problems, but states will shift loyalty and resources to
institutions if these are seen as mutually beneficial and if they provide states with
increasing opportunities to secure their international interests.

A scientific and behaviouralistic approach is adopted by neo-liberal institutionalists. In
their view, international institutions contribute to advance cooperation and to alleviate
the lack of trust between states. The other key features of international institutions is
providing a flow of information and a forum for negotiation between states. Thanks to
the international institutions, the ability of states to monitor others’ compliance
improved (Keohane& Nye, 1987, p.751).

Neo-liberal institutionalism argues that international organizations are efficient in the
areas where states have mutual interests such as open and free trade. As a clear
indication of this, most state leaders believe that an open and free trade system benefits
all countries and they support the institutions that are the guardian of open trade rules.
Thus, neo-liberal institutionalism as the theory of international organizations focuses its
studies on the issues where states can cooperate around mutual interests. Topics of
global governance, the foundation and provision of institutions constitute the current

study areas of neo-liberal scholars. (Baylis, Smith, & Owens, 2008, p. 132).

After the basic principles of neo-liberal institutionalism are generally touched upon, the
theory will be now addressed in detail. Robert Keohane who is one of the leading
scholars of neo-liberal institutionalism develops the main foundations of this theory in
his book named “After Hegemony”. In his analysis, Keohane focuses on conditions
under which states prefer to cooperate and he accepts the mutual interests as given
(Keohane, 1984, p.6). With Keohane’s own words, the arguments of his book can be
applicable to the analysis of the relations among developed market-economy countries
and less-developed countries. He claims that developed and less-developed countries’

common interests can solely be accomplished via cooperation (Keohane, 1984, p. 6).

His main assumption is that international regimes have the capacity to change the
informations and opportunities for states and commitments made by states are
supportive of these regimes. Therefore, he focuses on how international institutions and

regimes can encourage cooperation between states (Keohane, 1984, p. 26).
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In light of international economic institutions established under the leadership of the
United States after the Second World War, Keohane accepts that hegemons play a

crucial role for constructing international regimes.

Keohane distinguishes cooperation which is the central concept for neo-liberal
institutionalists and harmony. Keohane defines harmony as a situation where states’
policies naturally ease the accomplishment of others’ objectives (Keohane,1984, p. 51).

However, cooperation is a different situation from harmony. According to Keohane;

Cooperation requires that the actions of separate individuals or organizations—
which are not in pre-existent harmony—be brought into conformity with one
another through a process of negotiation, which is often referred to as "policy

coordination."

As indicated above, cooperation is possible if states adjust their actions to the
factual or estimated preferences of others via policy coordination process
(Keohane,1984, p. 51). Harmony does not need any communication or special
effort whereas cooperation requires the alteration of behaviours. From Keohane’s
perspective, this alteration can occur through positive as well as negative
persuasion tools. In some circumstances, international crises may be beneficial for
achieving cooperation. Keohane argues that cooperation should not be associated
with the absence of conflict. On the contrary, cooperation should be viewed as a
response for the solution of a conflict or potential conflict. According to him,
cooperation is not required in a situation where there is no threat of conflict
(Hasenclever, Mayer & Rittberger, 1997, p.61). He also adds that this point can be
observed in trade relations between friendly states in liberal international
economy. In every state, there are pressure groups that demand protection for their
sectors from international competition. If governments act in line with these calls
of pressure groups and make unilateral decisions without taking into consideration
the adverse impacts of their policies on others, conflict may arise in trade
relations. In other words, the pursuit of self-interests by states may create discord
on trade issues. To overcome the potential conflicts, governments opt for entering
into international negotiations and they try to follow mutually beneficial policies

through cooperation (Keohane, 1984, p. 54).
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According to the definition developed collectively (Krasner, 1983, p.2):

International regimes are sets of implicit or explicit principles, norms, rules and
decision-making procedures around which actors' expectations converge in a given
area of international relations. Principles are beliefs of fact, causation, and
rectitude. Norms are standards of behavior defined in terms of rights and
obligations. Rules are specific prescriptions or proscriptions for action. Decision-
making procedures are prevailing practices for making and implementing
collective choice.

The concept of international regime has four components which are principles, norms,
rules and decision-making procedures (Ruggie, 1983, p.203). These four components
are the factors which allow certain state behaviours, actions and outlaw the others
(Keohane, 1984, p. 59).Thanks to the international regimes, states sign cooperative
agreements. Keohane accepts that international regimes are motivated by self-interests
of states (Keohane, 1984, p. 63). Therefore, sovereignty of states are still important in

the system of international regimes.

The objectives of founding members are the major determinants of the principles of
international regimes. Keohane gives the example of GATT. He states that the desire of
the formation of open, free and non-discriminatory international trade exchanges

determined the principles of postwar international trade regime (Keohane, 1984, p. 59).

Keohane does not deny the fact that hegemons’ support is the indispensible element for
the establishment of international regimes. He admits that the formation of international
regimes may need active endeavors of a hegemon as in the case of the IMF and GATT
established after the Second World War (Hasenclever, Mayer & Rittberger, 1997, p.
87). However, he asserts that negotiations towards making arrangements on
international trade, monetary and financial systems includes various actors, thus can be
accepted as a game carrying multiple-play character (Keohane, 1984, p. 76). The
attempts to establish international regimes can be observed in the situations where states
have shared interests (Bull, 2002, p.232). Thus, international regimes are based on
mutual interests of actors rather than the existence of a hegemon. The results of the
negotiations are gained via a number of actors closely communicating each other and

evaluating each other’s actions (Keohane &Nye, 1974, p.51). As a clear indication of
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this, contemporary international trading system is formed through negotiations among a

group of countries.

As indicated above, international institutions enhance the capability of states to
cooperate in mutually beneficial ways by decreasing the costs of entering into
agreements, (which are called “transaction costs”) in this way they facilitate
cooperation (Hasenclever, Mayer & Rittberger, 1997, p.37). This reality stems from the
fact that international institutions decrease the uncertainty about states’ behaviours by
providing information. International institutions have the mechanisms to oversee the
compliance of states with their commitments. Therefore, institutions serve to address
the fear of non-compliance of states (Keohane,1984, p. 97). It is crucial to emphasize
that international institutions create transparency by encouraging credibility and
reducing uncertainty among states (Keohane, 1998, p. 86).

Technical level officials are the main actors that are responsible from administering the
international institutions. The relations between the officials of member states of an
institution are defined as intergovernmental relationships. Communication regularly
held between these officials render possible exchange of information and enhance the
possibility of reaching accords that are mutually beneficial for all (Keohane & Nye,
1974, p. 56). The communication between technical-level officials, informal as well as
formal, are more important than traditional relationships conducted between

bureaucracies.

It is not wrong to argue that efficient international institutions encourage informal
communication among their officials. Because informal discussions held between like-
minded officials help to accomplish shared interests and increase the predictability of
states’ behaviours and actions. Due to the correct and sufficient information provided
by increased level of communication among these officials, decision makers become
more prone to cooperation and more loyal to the institutions’ objectives (Keohane,
1984, p. 101). Keohane justifies his argument by taking an example of the period of
1970s in which American hegemony decreases. Despite the decline of American
hegemony during the 1970s, postwar international regimes achieved to survive. Highly
institutionalization character of these regimes permitted them to survive independently

from the power of the hegemon (Keohane, 1984, p. 99). Comprehensive dialogue
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among working-level officials played crucial role in preventing the collapse of postwar

cooperation in the areas of international trade, monetary and financial system.

From Keohane’s perspective, the possibility of retaliation by other states may also be a
coercive factor for a member which risks to violate the rules. In cases in which non-
compliance by an actor is observed by other, this creates negative evaluation of the
violator actor and the potential retaliation. Hence, the possibility of retaliation leads to
pressure on states and bring about the compliance with their commitments (Keohane,
1984, p.116). In some situations, retaliation is authorized by the principles of an
international institution. For instance, retaliation is permitted under some conditions by
the rules of GATT and the WTO.

The rules of international institutions have a role of establishing linkages among
different issues. A violation of a state on an issue may cause a retaliation in another
realm. Therefore, a state can not solely pursues its pure self-interest since it knows that
an action leading a violation of the rules may face negative effects on other trade issues
(Hasenclever, Mayer & Rittberger, 1997, p. 174). This render states more inclined to

cooperate.

Keohane claims that the success of the international institutions in creating cooperation
also stems from the fear of bad reputation of states. Despite the absence of particular
retaliation, states may refrain from committing rule-violations if they are believe that
their reputation will be subject to a threat (Keohane &Nye, 1987, p. 743). States are
concerned that their rule-infringements may create bad precedents even if there is no
specific penalty to be imposed. States opt for prioritizing collective gains rather than
individual ones. The costs of non-compliance deter states from the breach of the rules.
In light of these explanations, Keohane concludes that the reputation is an essential

factor in solving the problems of international institutions (Keohane, 1984, p. 104).

Keohane also draws attention to the role of existing principles of international regimes
on the formation of new ones. He argues that mutual confidence gained by old
international regimes plays a facilitator role for the establishment of new international
regimes (Keohane, 1984, p. 91). Thus, it is important to underline that new international

regimes emanate from the old ones. He emphasizes that international regimes are
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inclined to evolve rather than to disappear. In light of the difficulties of forming
international regimes, it is plausible to make necessary modifications on the existing
regimes rather than to forego inefficient ones and establish a new one (Keohane, 1984,
p.107).

The end of Cold War increased the importance of the liberal theory in world politics.
After the end of the Cold War, the world became more pluralistic in terms of actors.
This means that the world moved into the direction of liberal thinking (Jackson &
Sorensen, 2007, p. 125). This rendered IR scholars more aware of the role of ideas and
norms of the international institutions (Keohane, 1998, p. 90).

With the end of the Cold War, the issues, concepts of liberal theory gained more
importance and urgency. One of these concepts is the international institutions. A strong
need to acquire more detailed information about the international institutions had
emerged (Jackson & Sorensen, 2007, p. 125). In this process, existing international
institutions such as North Atlantic Treaty Organization (NATO) passed through a
transformation process whereas new international organizations such as WTO had been
established (Jackson & Sorensen, 2007, p. 126). The proliferation of international
organizations such as Asia Pacific Economic Cooperation (APEC) and the WTO and
the centrality of international organizations like IMF and World Bank in global
economic system presents a clear indication of the impact of neoliberalism in the post-
Cold War era (Burchill, 2005, p. 75).

With the high level of interdependence between actors in increasingly globalised world,
research on the emergence, functioning and the impacts of international institutions
became more important. Although some events in international politics such as 9/11
attacks posed challenges on liberal thinking, it is still a relevant theory in examining

current international developments.
Evaluations

In this chapter, the theoretical background of the current international trading, monetary
and financial system which is called Bretton Woods system has been addressed. The

theoretical roots of the international economic system established after the end of the
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Second World War can be found in neo-liberalism, more specifically neo-liberal

institutionalism.

Liberal theory took its sources from the liberal thinkers of eighteenth century of
European Enlightenment. Early liberals as well as modern liberals strongly believe in
human progress and rationality. Free trade, market capitalism and democratic values are
the central concepts for liberal thinkers. This chapter indicates that Immanuel Kant’s
principles of “free trade”, “pacific union of free states” are the most important
contributors for the creators of the GATT and the WTO.

The core claim of neo-liberal institutionalism is that international regimes can facilitate
cooperation by reducing transaction costs and encouraging the exchange of information
among states. International institutions which are a set of principles, norms, rules and
decision-making procedures increase the states’ ability to signing mutually beneficial
agreements. Due to their principles, norms, rules and decision-making procedures,
international regimes create behavioural patterns for states and draws the framework of
legitimate and illegitimate actions. This feature of international institutions bring about

credibility among states and lead them to cooperation rather than opting for conflict.

In light of this theoretical background, it is clear that the assumptions of neo-liberal
institutionalism provide valuable inputs for the analysis of the GATT’s and its
successor the WTQ’s role for developing countries. Bretton Woods financial, monetary
and trade institutions formed under the United States’ leadership maintain open, free
and non-discriminatory international system in all three realms. Within this theoretical
framework, the next chapter will touch upon the trade negotiations during the GATT
period, the principles, rules, objectives of the WTO and the arguments opposing the
WTO.
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CHAPTER 2

THE LIBERALIZATION OF INTERNATIONAL TRADE IN
LIBERAL ECONOMIC SYSTEM IN THE POST-SECOND WORLD
WAR ERA: GATT PERIOD AND THE WORLD TRADE
ORGANIZATION

After the first chapter provided a theoretical and epistemological ground for the study of
the GATT and its successor, the WTO, this chapter concentrates on examining these
institutions in detail. Within the theoretical background provided by the previous
chapter, second chapter of the thesis touches upon initially the trade negotiations
conducted the GATT’s period. GATT was formed as the main regulatory body of
international trade in the post-war era. The fundamental aim of GATT is the promotion
of trade liberalization and the elimination of discriminatory trade practices via

multilateral trade negotiation rounds.

After exploring the roots, rules and negotiation coverage of the GATT’s system, this
chapter proceeds with the WTO’s objectives, functions, basic principles, agreements
and organizational structure are examined. The WTO which is the successor of the
GATT was established to govern the international trade in 1995. This chapter analyses
the unique characteristics that distinguishes the WTO from its predecessor, the GATT
as well as the other two agents of the Bretton Woods system. This chapter also examine
the WTO’s AoA providing the rules for the agriculture negotiations which is the main

research area of this thesis.

Another issue covered by this chapter is Doha Development Agenda which was
launched as the first multilateral trade round after the formation of the WTO. The main
topics and aims of Doha Development Agenda are presented in this chapter. The last
point examined by this chapter is the opposition faced by the WTO. Since the primary
target of this thesis is to demonstrate that the WTO does not solely rely on the interests
of developed countries and takes into account developing countries’ concerns, the
critiques towards the WTO are addressed. The analysis of the opposition to the WTO

serve to the better understanding of the WTQ’s role for developing countries.
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2.1. GATT PERIOD

World trade was governed by GATT’s rules between 1948 and 1994. As a result of the
failure to establish the International Trade Organization (ITO), GATT emerged as the
actor of the international trading system in the post-war era. At the outset, the purpose
was to form an organization to deal with the trade side of international economic
collaboration, after the formation of the two “Bretton Woods” institutions, the World
Bank and the IMF. The negotiations whose aim was to create ITO as a specialized
agency of the United Nations (UN) was held at a UN Conference on Trade and
Employment in Havana, Cuba in 1947 (Salvatore, 2007, p. 313).

As a result of these negotiations, the 1ITO Charter was finally adopted in Havana in
March 1948 and the new GATT was formed, with 23 founding members. However, the
ratification of Havana Charter became problematic owing to the opposition of some
members, especially the United States. Although the United States government had
been one of the leading countries of the new international trading order, President
Truman could not achieve to present the ITO Charter to the US Senate for approval.
Since the United States government failed to have Congressional ratification of the
Havana Charter, the ITO was like a dead born child. Therefore, the GATT became the
sole multilateral mechanism managing international trade between 1948 and 1995
(https://www.wto.org/english/thewto _e/whatis_e/tif_e/fact4_e.htm, 16 April 2019).

According to the GATT, the organization was created to realize the objectives of raising
living standards, reaching full employment, increasing the volume of real income and
effective demand and widening the production and exchange of goods (GATT, 1947,
n.p). The contracting parties aimed to sign reciprocal and mutually advantageous
agreements which targeted the substantial diminution of tariffs and non-tariff barriers
to trade and the abolition of discriminatory treatment in international trade (GATT,
1947, n.p).

The roots of the GATT system was multilateral principles of non-discrimination and
reciprocity in international trade affairs. Non-discrimination principle is composed of
“Most Favoured Nation (MFN)” and “National Treatment” principles. MFN principle

which will be touched upon in detail in the part related to the WTO implies that no
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trading partner can be treated more favourably than any other. National Treatment
principle forbids the discriminatory treatment for imported products so as to protect

domestic ones.

GATT provided the liberalization of international trade via multilateral trade
negotiations which was named as negotiation rounds. In GATT period, eight

negotiation rounds were held.

Year Place/Name Subjects Covered Countries
1947 Geneva Tariffs 23
1949 Annecy Tariffs 13
1951 Torquay Tariffs 38
1956 Geneva Tariffs 26
1960-1961 Geneva/ Dillon Round Tariffs 26
1964-1967 Geneva/ Kennedy Round Tariffs and anti-dumping measures | 62
1973-1979 Geneva/ Tokyo Round Tariffs, non-tariff measures, | 102
“framework” agreements
1986-1994 Geneva/ Uruguay Round Tariffs, non-tariff measures, rules, | 123
services, intellectual  property,
dispute settlement, textiles,
agriculture, creation of WTO

Table 1: GATT Negotiation Rounds, (WTO, 2012b, p.14)

In the early years, the focal point of the GATT trade negotiation rounds was further
declining tariffs. Tariffs were decreased by a total of about 35 per cent in five trade
negotiation rounds conducted between 1947 and 1962. (Salvatore, 2007, p.314). Apart
from tariffs, anti-dumping measures was firstly discussed in the Kennedy Round held
between 1964-1967.

The Tokyo Round lasted from 1973 to 1979 was a first attempt to reform the system.
Non-tariff barriers were seriously touched upon during the Tokyo Round. In the Tokyo

Round, a code of conduct for countries implementing non-tariff barriers was agreed to
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decrease the trade restrictive impact of these barriers (Salvatore, 2007, p.315). The
outcomes of the Tokyo Round demonstrated that an average one-third reduction in
tariffs in the world’s nine major industrial markets was accomplished. As a result of this
achievement, the average tariff on industrial products became 4.7%
(https://www.wto.org/english/thewto_e/whatis_e/tif_e/fact4 e.htm, 16 April 2019).

The Uruguay Round of 1986-1994 was the last and most comprehensive negotiation
round during the GATT period. The establishment of WTO is the outcome of the
Uruguay Round which had the highest level of ambition compared to the other
multilateral trade negotiation rounds. It brought agriculture, services and foreign
investments into the negotiation table. The other contribution of the Uruguay Round
was that member countries had the chance of negotiating international rules for the
preservation of intellectual property rights and ameliorate the dispute settlement
mechanism (Salvatore, 2007, p.317).

Despite its limited field of action and provisional character, GATT’s steady reductions
in tariffs alone was the important factor behind high rates of global trade growth during
the 1950s and 1960s (https://www.wto.org/english/thewto_e/whatis_e/tif_e/fact4_e.htm,
16 April 2019). Thus, it is undeniable fact that GATT achieved a huge success in

ensuring and securing the liberalization of much of global trade. Thanks to the

momentum of trade liberalization, countries’ capability of trading with each other and
taking benefits of trade improved. The most important gain of the Uruguay Round was
the demonstration of the fact that the multilateral trading system was affirmed as an
indispensable element for development and trade reform
(https://www.wto.org/english/thewto _e/whatis_e/tif_e/fact4_e.htm, 16 April 2019).

When we look at the weaknesses of the GATT, we observe that GATT’s limited sphere
of action reduced its ability to prevent the growth of non-tariff barriers. GATT which
focused on the reduction of the tariffs on goods could not include agriculture and the
growing services sector in its agenda. Secondly, GATT’s rules for dispute settlement

between trading partners were weak.

Although the GATT was replaced by the WTO in 1994, it still continues to exist as the

WTO’s main treaty for trade in goods, updated as a consequence of the Uruguay Round
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negotiations  (https://www.wto.org/english/thewto_e/whatis_e/tif_e/fact4 e.htm, 16
April 2019).

The formation of the WTO was a reflection of the changing character of the
international trading system in the 1980s. We can assert that the establishment of the
WTO is closely related with the triumph of neo-liberalism and the accelerated pace of
globalization (Heywood, 2011, p.471). There is no doubt that the WTO as a more
powerful trade entity than the GATT contributed to advance the cause of free trade. It is
important to underline that GATT was an agreement rather than an organization.
Therefore, GATT was less formal and its rules were less binding. Due to this fact, it was

opted for forming an international trading system based on GATT.

The establishment of the WTO demonstrates the accuracy of one of the main arguments
of the neo-liberal institutionalist theorists. As neo-liberal institutionalists assert that the
experiences of old international institutions perform an important role in the formation
of new ones. The newly established institutions benefit from the mutual trust created by
the old ones. On the other hand, neo-liberal institutionalist theory argue that it is easier
to make necessary modifications on the existing organizations owing to the difficulties
of forming new ones. The WTO was built upon the GATT’s experience of
administering international trade relations. In addition, the WTO used as an input the
lessons of the GATT’s period and improved the GATT’s rules and principles by

eliminating its precedessor’s deficiencies.
2.2. WORLD TRADE ORGANIZATION

The World Trade Organization (WTO) was formed at the Marrakesh Ministerial
meeting in April 1994 which officially concluded the Uruguay Round. Indeed, there
were no radical differences in the WTO compared to the GATT (WTO, 2015, p.13). For
example, the headquarters of the WTO remained the same with the GATT’s one and
the Director-General of the GATT became the Director-General of the WTO. We can
assert that the most radical change was that the WTO had permanent institutional
structure which the GATT did not have. The limitations of the GATT constitute the
root causes of the need to establish the WTO. GATT was an international treaty rather

than a fully-fledged international organization. Therefore, it can be asserted that it was a
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set of principles and norms (Heywood, 2011, p. 471). The other limitation of the GATT
was its coverage. GATT only provided rules for trade in goods and aimed to reduce
tariff barriers for goods (Heywood, 2011, p. 471). In other words, agriculture and
services sectors of the economy were not included in the GATT system. GATT had not
a sufficient capacity to deal with the non-tariff barriers (Heywood, 2011, p. 471).
GATT’s dispute settlement system was weak. Under the GATT dispute settlement
procedures, consensus was required for the adoption of rulings. Due to consensus
principle, the ruling could be blocked by a single objection. Under the WTO dispute
settlement system, a ruling can only be rejected if all the members object
(https://www.wto.org/english/thewto_e/whatis_e/tif_e/displ_e.htm, 19 August 2019).

Aforementioned limitations paved the way for the creation of a stronger trade
organization. These shortcomings could be observed apparently during the Uruguay
Round (Heywood, 2011, p. 471). The WTO became an intergovernmental, “member-
driven” organization whose main function was to govern and oversee trade negotiations
(WTO, 2015, p.13).

However, it is not wrong to argue that the WTO’s foundation is a milestone for the
multilateral trading system. The WTO had the same legal and organizational structure
as other international organizations, such as the IMF and the World Bank. It had
widened the scope of its responsibilities. Apart from managing the existing agreement
on trade in goods, the WTO became responsible for overseeing new agreements on
services and intellectual property, the trade policy review process and the reinforced
dispute settlement mechanism. In addition to these formal changes, informal changes
occurred as well. One of the most important change was members’ increasing
participation into daily work of the WTO (WTO, 2015, p.13). A wider range of Geneva-
based officials who began to actively engage in meetings play a fundamental role in
negotiations; and trade missions to the WTQO’s headquarters in Geneva have persistently
augmented(WTO, 2015, p.13). These changes constitute reflections of the WTO’s

growing extent and of members increasing share in the system.

The Agreement Establishing the WTO (Marrakesh Agreement), which states the goals

and the structure of the organization was a part of the Final Act of the Uruguay Round.
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2.2.1. The Objectives of the World Trade Organization
The Preamble of the Marrakesh Agreement spells out these objectives as follows:
the Parties to this Agreement,

Recognizing that their relations in the field of trade and economic endeavour
should be conducted with a view to raising standards of living, ensuring full
employment and a large and steadily growing volume of real income and effective
demand, and expanding the production of and trade in goods and services, while
allowing for the optimal use of the world’s resources in accordance with the
objective of sustainable development, seeking both to protect and preserve the
environment and to enhance the means for doing so in a manner consistent with
their respective needs and concerns at different levels of economic development,

Recognizing further that there is need for positive efforts designed to ensure that
developing countries, and especially the least developed among them, secure a
share in the growth in international trade commensurate with the needs of their
economic development,

Being desirous of contributing to these objectives by entering into reciprocal and
mutually advantageous arrangements directed to the substantial reduction of tariffs
and other barriers to trade and to the elimination of discriminatory treatment in
international trade relations...

As indicated in the Preamble of the Marrakesh Agreement, the WTO puts trade
liberalisation at the centre for promoting economic growth and development. In other
words, free trade is an instrument in order to support economic growth and development
in the WTO system. Thus, trade and development are closely linked each other in this
system?. In the WTO which is criticized for representing the interests of developed
countries commercial targets were not prioritized against development. The WTO is a
platform where the concerns of developing countries and LDCs are taken into

consideration(Guzman&Pauwelyn, 2009, p.101).

The WTO constitutes an important example that demonstrates how shared interests of
states can evolve to the formation of an institution as neo-liberal institutionalist scholars
argue. The WTQO’s member governments’ mutual interests which are trade liberalization

through reduction of tariffs, the promotion of non-discriminatory international trade

2 Trade always became an important component of development plans. In the 1950s and 1960s, there was
a wide recognition that developing countries should implement import-substituting industrialization.
Beginning with the mid-1960s, it was recognised that export-oriented industrialization could be possible
and developing countries began to prefer export-led trade policies (Krugman &Obstfeld, 2009, p.259).
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regime and sustainable development produced an institutionalized cooperation in

international trade area.
2.2.2. The Functions of the World Trade Organization
The main functions of the WTO include (WTO, 1995):

«t0 serve as a forum for Members to negotiate the international rules of
trade;

«to facilitate the implementation and management of the WTO Agreements
through its bodies and committees;

«to serve as a forum for settlement of Members’ trade disputes;

«t0 assist developing and LDC Members in trade policy issues, through
technical assistance programmes;

«to review Members’ trade policies and;

«t0 cooperate with other international organizations.

The first two functions are related to the role of the WTO of serving a permanent
institutional platform for trade negotiations among its members. The third function
refers to the role of the WTO as a dispute settlement forum. In line with the rules and
principles stated in the WTO Agreement, members may take recourse to the Dispute
Settlement Mechanism when they fail to achieve a mutually acceptable solution for a
trade dispute. Dispute settlement is the central and unique feature of the WTO. It is also
preserves the security and predictability of the multilateral trading system through
enforcing the WTO rules and agreements (WTO, 2012b, p.30). This crucial function of
the WTO provides the settlement of trade disputes efficiently and impartially. Thanks to
the function of dispute settlement, WTO Members feel that their rights and obligations
are respected and they trust in the multilateral trading system (WTO, 2015, p.78).

The fourth function refers to the WTQO’s role for its developing and least-developed
members. More than two thirds of the WTO Members are developing countries.
Therefore, technical assistance and capacity building are at the centre of the WTO's
work. The WTO assists these Members to fully reap the benefits of the multilateral
trading system in several ways. The WTO Agreements include special provisions for
developing countries. For instance, it gives developing countries longer implementation
periods for their obligations and takes some measures so that they can increase their

trading opportunities. As a clear indication of the special importance attached to
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developing countries in the WTQO’s work, hundreds of technical assistance activities are
organized so that developing Members can better understand and implement WTO

rules.

The fifth function points out the role of the WTO in the transparency mechanism
developed during the Uruguay Round. From the final function, we understand that the
functions of the WTO are interconnected and complementary with those of other
international organizations in dealing with global trade, financial and economic rules.
The WTQ'’s cooperation with the International Monetary Fund and the World Bank
plays a crucial role in implementing more consistent and complementary international
economic policies. Maintaining institutional relations with other organizations in

different trade-related matters is also under the responsibility of the WTO.
2.2.3. The World Trade Organization’s Members

The WTO has 164 members. WTO members are generally grouped as “developed
Members” or “developing Members” on the basis of their level of development.

Developing countries constitute more than two thirds of the WTO membership.

In the WTO, the definition of “developed” or “developing” Member is not an issue
upon which it is agreed. According to the WTO principles, each WTO member
determine on its own status (“developed” or “developing”). This is recognized as the

principle of self-determination.

The differentiation between “developed” and “developing” Members is important in
the implementation of WTO obligations. Developing Members have special rights in
the WTO. These special rights stem from the concept of special and differential

treatment which will be touched upon in the next chapter.

Some developing countries are considered as LDCs. LDC status is given on the basis of
the UN Economic and Social Council’s (ECOSOC) list. In the WTO, LDC Members
enjoy more priviliged rights compared to developing countries (WTO, 2012a, p. 5).
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2.2.4. The Organizational Structure of the World Trade Organization

The WTO is a member-driven international organization. Member countries are the
decision-makers in the WTO. The decision-making principle of the WTO is normally
consensus. There are also some kind of decisions which do not require consensus These
situations are stated in the Marrakesh Agreement, founding treaty of the WTO. The
WTO Agreement allows voting if consensus can not be reached. A vote should be won
by the majority and the principle “one Member, one vote” (WTO, 2012b, p. 24).
According to the Marrakesh Agreement, there are four situations where voting can be
exercised in case of the impossibility of reaching a consensus:

«  The decision to adopt an interpretation of any of the multilateral trade
agreements can be taken by a three-fourths majority of the members.
The decision to grant a waiver to a member for its any obligation can be

taken by three fourths of the members.

«  The decision to make an amendment on the provisions of the multilateral
trade agreements can be taken by two-thirds majority of the Members.

«  The decision of admitting a new Member can be taken by a two-thirds
majority of the Members (https://www.wio.org/english/docs_e/legal e/04-
wto_e.htm#articlelX, 20 August 2019).

The rules of the WTO regulating Members’ trade policies are determined by the
negotiations. The working structure of the WTO is designed to permit its members to
oversee the implementation of legal provisions and procedures administering their trade

relations.

The WTQ'’s diverse councils and committees consisting of all members are the agents
of decision-making process. The WTO committee and council meetings are held
regularly in order to review the implementation and operation of the WTO Agreements.
The WTO has also a Secretariat which consists of international officers. The WTO
Secretariat’s mission is to provide technical support to the WTO bodies (WTO, 20123,
p. 45).
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Figure 1: WTO Organization Chart, (WTO, 2012b, p.20).

The Ministerial Conference which is the highest decision-making body of the WTO
convenes at least once every two years. The Ministerial Conference which consists of
representatives of all WTO Members can decide on all issues concerning with any of
the multilateral trade agreements, in line with the decision-making procedures
incorporated in the Marrakesh Agreement (WTO, 20123, p. 40).

The General Council constitutes the second tier in the WTO structure. The General
Council is also composed by representatives of all WTO Members, generally
Ambassadors or Permanent Representatives, based in Geneva. It assumes the

responsibilities of the Ministerial Conference on all WTO matters, when the Conference
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is not convened. The General Council convenes on a regular basis to perform all the
functions of the WTO. The General Council’s Chairperson is elected by all the
Members to oversee the affairs of the General Council and these elections are renewed
every year. Generally, ambassadors of member countries become the General Council’s
Chairperson. The General Council also convenes as the Dispute Settlement Body (DSB)
and as the Trade Policy Review Body (TPRB) (WTO, 20123, p. 42).

The Councils are the subsidiary bodies to the General Council. There are three
Councils, namely Council for Trade in Goods, Council for Trade in Services and
Council for Trade-Related Aspects of Intellectual Property Rights (TRIPS). Council for
Trade in Goods administers all the matters related to the WTO Agreements on trade in
goods. It also oversees the functioning of Committees responsible for particular issue
areas (such as agriculture, market access, sanitary and phytosanitary measures). Council
for Trade in Services manages all issues concerning the General Agreement on Trade in
Services (GATS). Council for TRIPS administers all matters related to the TRIPS
Agreement (WTO,2012b, p. 21).

These three Councils have also secondary bodies which are open to the participation of
all WTO Members. These bodies cover topics such as trade and environment, trade and

development, regional trading arrangements and accessions of new Members.

The other body which reports to the General Council is The Trade Negotiations
Committee (TNC), was established by the Doha Ministerial Declaration. It was given
the role of supervising the negotiations mandated under the Doha Development Agenda
(DDA). The TNC's chair is the Director-General of the WTO. The TNC formed
subsidiary negotiating bodies whose mission is to assume the specific negotiating
mandates in the areas such as services, agriculture, non-agricultural market access.
Some Negotiating Groups and Special Sessions of standing bodies (for example the
Special Session of the Committee on Agriculture, Negotiating Group on Rules) function
under the subsidiary bodies (WTO, 2012b, p.22).
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2.2.5 Decision Making at the World Trade Organization

Decision-making principle of the WTO renders the organization distinct from the other
international organizations. The WTO with its feature of being a Member-driven,
consensus-based is a unique organization. If no Member, participating to a meeting
where a decision is taken, officially objects to the suggested decision, consensus is
reached in the WTO (WTO, 1995). Thanks to consensus principle, all members’

interests are fairly taken into account.

If it is not possible to reach consensus, the WTO Agreement allows voting which is
based on the principle “one Member, one vote”. In these situations, majority of votes is
required in order to take a decision. It can be found in the WTO Agreement under which
circumstances voting is permitted (WTO, 2012b, p.24).

Apart from formal discussions, informal discussions play a central role in the WTO
negotiations. Crucial breakthroughs occur rarely in formal meetings. Rather, informal
consultations held among Members and informal meetings of the diverse bodies are
essential in bridging the divergences. There is consensus principle behind this reality
(WTO, 2012b, p.25).

There are informal plenary meetings one tier below formal meetings. When
Chairpersons are of the view that an issue is a complex issue, they convene smaller

groups to try to find acceptable solutions for all Members.

Informal consultations conducted in the subsidiary bodies among all Members as well
as smaller groups contribute to bridge divergences and achieve consensus. Informal
consultations play an important role in the background of formal decisions that will be
taken in the Committees and Councils. However, the vital role played by informal
consultations does not mean that formal meetings are worthless. Since the binding
decisions are taken in formal meetings, they are highly crucial in decision-making
process of the WTO (WTO, 2012b, p. 25).

These smaller group of meetings are conducted sensitively. In this process, transparency
and inclusiveness are the key guidelines (Guzman & Pauwelyn, 2009, p.92). All

members whether they are part of a particular consultation or meeting are informed and
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they are given the chance to contribute to the decision-making process by providing

input.

The informal discussions held under the WTQ's framework provides an example of the
point made in the first chapter of the thesis. The point that international institutions have
a role of facilitating informal discussions among their members’ officials has been
highlighted in the first chapter. Increased level of communication held regularly among
technical level officials makes reaching an agreement and overcoming the divergences
possible. As we observe the structure of the WTQO's negotiations, the informal dialogue
between working-level officials provide the needed information to states about their

counterparts” actions and policies and increase the opportunity of accord.
2.2.6. The World Trade Organization’s Basic Principles and Rules

Fundamental principle of the multilateral trading system is non-discrimination. As it is
recognized in the Preamble of the Marrakesh Agreement, this principle is the main
instrument in accomplishing the aims of the WTO. Non-discrimination principle in the
WTO is composed of two principles which are Most Favoured Nation (MFN) treatment

obligation and national treatment obligation.

According to MFN principle, discrimination among trading partners is normally
forbidden for members. In accordance with MFN principle, a Member which grants to a
country a concession (for example; a lower customs duty for one of its products) must

grant this concession immediately and unconditionally to all WTO members.

The second element of the non-discrimination rule is national treatment principle. This
principle is related to the treatment to be applied to imported products after their
entrance to a Member’s territory. On the contrary, the MFN principle aims to prevent
the discrimination by one Member between like products originating in or destined for
other WTO members. According to the national treatment principle, a Member can not

favour its domestic products over the imported products of other Member countries.

Now, the WTOQO’s basic principles concerning market access will be addressed.

Tariffication is the fundamental rule for protection in the WTO. According to the
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GATT Article Xl, the introduction or maintenance of quantitative restrictions are
prohibited by the WTO rules
(https://www.wto.org/english/docs_e/legal_e/gatt47 01 e.htm#articleXl, 23  April

2019). In the WTO, tariffs are the market access barriers that are widely used. A tariff is
applied in the form of a tax on merchandise imports. The WTO permits only the

implementation of tariffs as the restrictions on free trade.

As neo-liberal institutions claim that principles determine the obligations of member
states and point out legitimate and illegitimate behaviours. As a clear indication of this,
the GATT prohibits the use of discriminatory policies through MFN and national

treatment principles and the implementation of quantitative restrictions on trade.

Although the WTO does not forbid the implementation of tariffs, it is widely accepted
that tariffs are one of the barriers to trade. Therefore, the fundamental aim was
reduction of customs duties gradually and mutually through tariff negotiations in the
GATT and the WTO period. Reciprocity and mutual advantage and MFN treatment
principles are the building blocks of tariff negotiations (WTO, 2012b, p.56).

Tariff reductions took part in the members’ schedules of concessions. The schedules of
tariff concessions are legal components included in the Marrakesh Agreement and they
are the integral elements of the legally binding commitments of the WTO members.
Each WTO member has a schedule. A Member’s schedule is composed of all of its
tariff bindings which are the results of the negotiations with other interested Members
(WTO, 2012b, p. 57).

The tariffs which are in Members’ schedules of concessions are called “bound tariffs”.
A bound tariff represents a specified level which the importing Member has committed
not to increase. The bound level of the tariff can also be defined as the maximum level
of customs duty that Member can impose on its imports of a product. Since the bound
level of the tariff represents the maximum duty that can be applied, Members have not
any obligation to apply tariffs exactly at the bound level. In practice, many Members
impose tariffs on most of its products at levels below their bound rates. In this regard,
bound rates and applied rates may differ. However, lower applied tariffs should be
imposed on MFN basis (WTO, 2012b, p.58).
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2.2.7. Doha Development Agenda

The Doha Round was formally launched at the Doha Ministerial Conference in 2001. At
this Ministerial Conference, WTO Members emphasized that the only objective of
negotiations was not to improve trade liberalization and they placed the needs and
special situations of developing countries and LDCs at the heart of a new round of trade
negotiations. Doha Round which is also known as Doha Development Agenda (DDA)
is the first negotiation round after the formation of the WTO (Erixon, 2008, p. 55).

Doha Round aims the fuller integration of developing countries into global trade
through improving their trading prospects. Doha Work Programme covers
approximately 20 trade topics. Agriculture, goods and services, intellectual property, the
environment and dispute settlement are some of these issues. Under Doha Work
Programme, Members also target the reduction of trade barriers and the revision of
trade rules (https://www.wto.org/english/tratop_e/dda_e/dda_e.htm, 16 April 2019).

Doha Round can be considered as an important proof demonstrating that WTO takes
into consideration the needs of developing countries. In various Ministerial Declarations
and Decisions held after 2001, Doha mandate and the centrality of development are
reaffirmed by WTO members. For instance, in Nairobi Ministerial Declaration accepted
at the end of 10" Ministerial Conference held in December 2015, “We recognize that
many Members reaffirm the Doha Development Agenda, and the Declarations and
Decisions adopted at Doha and at the Ministerial Conferences held since then, and
reaffirm their full commitment to conclude the DDA on that basis” (WTO, WT/MIN
(15)/DEC, 2015, p.4).

The deadline for Doha Round was the year of 2004
(https://www.wto.org/english/tratop_e/dda_e/dda_e.htm, 19 August 2019). However,

this deadline was missed due to various reasons and Doha Round still continues. First
reason of deadlock which Doha Round experienced is “single undertaking principle”
(Ensari, 2015, p. 39). As previously explained in this thesis, single undertaking
principle can be summarized as “nothing is agreed until everything is agreed”. This
principle obstructed the accomplishment of Doha Round negotiations. During the

Uruguay Round, multilateral trade negotiations were also based on single undertaking
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principle. However, it is more difficult to break the divergences owing to the wide
coverage of Doha Round issues. For instance, agriculture is accepted as the most
contentious negotiation area of Doha Round and the difficulty to reach a consensus on
agriculture affects negatively the general state of play of the negotiations. It is difficult
to advance multilateral trade negotiations without bridging gaps in agriculture (Ensari,
2015, p. 40).

Growing number of WTO membership can be argued as second reason for the
deadlock. In the Uruguay Round, there were approximately 100 WTO members were
negotiating. But, currently the number of WTO members has reached to 164. It can be
asserted that it is difficult to agree on an negotiated outcome due to the large number of
members (Akman, 2008, p. 19).

Third motive behind Doha stalemate was the active participation of developing
countries to the negotiations. The gains of the WTO system brought about more
competitive participation of developing countries and this complicated the negotiation
process (Akman, 2008, p. 41). Under these circumstances, it can be asserted that there
was a shift in negotiation power between members in favor of developing countries.
The root cause of Doha deadlock was the fact that WTO members could not adjust to
this shift of power in the negotiations (Baldwin, 2006, p.682). Wider scope of Doha
Round in terms of agenda items, increasing of developing countries’ voices in the
negotiations due to consensus and single undertaking principles were the fundamental

qualifications that distinguish it from Uruguay Round (Kleen, 2008, p. 18).

Anti-free trade sentiment and anti-globalization movements rising particularly in
Western countries were the fourth reason for deadlock in multilateral trade negotiations
(Akman, 2008, p. 36). Concerns about the ability of policies to adjust to the changes
stemming from globalization and liberalization can be accepted as important factors
behind the deadlock of Doha Round. These concerns led politicians to behave more

cautious in the negotiations and created a lack of political will (Schott, 2008, p. 3).

Final reason is the shift from multilateralism towards regionalism. Failure of
multilateral trade negotiations in improving market access or new regulations on new

issues brought about the alternative ways (Akman, 2008, p.43). This became another
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motive of the proliferation of Regional Trade Agreements® (RTAs). We observe that
growing number of WTO members with different levels of development become party
to RTAs. The proliferation of RTAs poses a serious challenge on liberalizing trade
multilaterally (Baldwin, 2006, p.690).

Although we observe a deadlock in Doha negotiations owing to the aforementioned
motives, development continues to be at the centre of the WTQO’s activities. As a strong
evidence of that, WTO has formed a comprehensive training programme to help
developing countries enhance their trading capacities. The WTO trains officials from
developing countries so that they can improve their understanding of the WTO
agreements and engage more actively in trade negotiations via its Institute for Training
and Technical Cooperation (WTO,2015, p.96).

2.2.8. The Opposition to the World Trade Organization

It is no doubt that WTO is a highly controversial international organization. The role of
the WTO for Developing Countries has been debated in a lot of studies. From some
analysts’ point of view, while WTO together with IMF and World Bank played an
important role in increasing wealth of the world’s rich groups, they also have
contributed to the impoverishment of the rest of the world (Huges, 2002, p.6). WTO is
often identified as “rich man’s club” by most of the scholars (Huges, 2002, p.193).
From this point of view, WTO is the product of the thought which can be summarised as
“free trade benefits all people”. In post-war period, the liberalization of international
trade was accepted as an indispensible element for the reconstruction of the world
economy. (Huges, 2002, p.194) Within this understanding, WTO was given the task of
trade liberalization through periodic negotiations (Huges, 2002, p.194). For these
scholars, WTO is an instrument for the promotion of trade. Thus, WTO does not
practice organizational, bureaucratic neutrality and has an ideological mission which is

the justification of neoliberal discourse (Peet, 2009, p.194).

3 RTAs constitute an exception to GATT’s Article 1 which regulates MFN principle. GATT’s Article
XXIV provides the legal foundation for RTAs. According to GATT Article XXIV, a free trade area or
customs union can be created provided that duties and other trade barriers are reduced or removed
substantially on all sectors of trade between parties. Regional trade arrangements should support freer
flow of trade between members without increasing barriers on trade with third parties.
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After the Uruguay Round, the criticism against the WTO rose due to its increased power
in global economy and its powerful regulations compared to GATT’s ones. The WTQO’s
structure, functioning, the methods of negotiation and legitimacy had been criticized by
the opponents (Akman, 2008, p. 42).

There are also other scholars who argue that WTO serves to the interests of
multinational corporations. Although WTO attaches utmost importance to developing
countries, a lot of thinkers argue that the WTO is under the domination of the leading
industrialised countries (Kwa,1999, n.p.). They point out that developing countries have
low level of influence within the WTO structure for different reasons. The first reason is
economic vulnerability and dependency of Developing Countries. A lot of developing
country economies are generally dependent on US, EU and Japan in terms of imports,
exports, financial aid, security. Therefore, Developing Countries which constitute two-
thirds of WTO membership can not shape the outcome and agenda of trade negotiations
in practice (Kwa, 1999, n.p.). Secondly, since developing countries lack of sufficient
human resources and technical capacity, they begin negotiations less-prepared than
Developed Countries. This asymmetry faced by developing countries poses serious
challenge on the active participation of these countries to the negotiations and fairness
of negotiation outcomes (Smythe, 2007,p.62). Third reason stems from the structure of
trade negotiations. The core principle of negotiations is reciprocity or exchange of
concessions (Kwa, 1999, n.p.). When a country provides a favour in certain area,
another country agree to sign an agreement in return. The gap on giving concessions
between Developed and Developing Countries cause the inequality in negotiations.

These different circumstances of Developing Countries make them to be sidelined.

The United States President Trump’s trade policies make harmful effects on the WTO
and international trade. Trump’s protectionist trade policies commenced with additional
tariffs on steel and aluminium products in March 2018. Trump continued with imposing
tariffs on China’s exportation products to the United States. These policies created
domino effect and caused retaliatory actions by the other countries. According to WTO
Trade Monitoring Report published in November 2018, the value of trade hit by trade-
restrictive measures arised (WTO, 2019, p. 21). For the moment, we witness escalating

trade tensions. If trade wars include more WTO members and more sectors,
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international trade cooperation and the WTO at its center will be damaged more. A trade
tension make an average world exporter face with a 32 percentage point augmentation
in tariffs (Nicita, Olarreaga & Silva, 2018, p. 1324). Figure 2 and Figure 3 show the
effects of trade war on Gross Domestic Product (GDP) and trade. These figures which
reflect WTO Global Trade Model simulation results provide an estimation for the period
2018-2022 and uses the case of no trade war as the baseline scenario (WTO, 2019, p.
22).
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Figure 2: Value of global trade in trade conflict, 2018-2022, (WTO, 2019, p. 22)
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Figure 3: Global GDP in trade conflict, 2018-2022, (WTO, 2019, p. 22).

2.3. THE WORLD TRADE ORGANIZATION AGREEMENTS AND
AGREEMENT ON AGRICULTURE

The current WTO Agreements which are the outcomes of the Uruguay Round of trade
negotiations provide the legal basis for rules of international trade in goods, trade in
services and trade-related aspects of intellectual property rights. Thanks to the WTO,
members regardless of their status (developed or developing) acquired enhanced and
equal market access opportunities. Apart from this gain, the WTO’s most important
contribution for its Members is predictability and transparency in international trade

rules.

The Marrakesh Agreement establishing the WTO provides the legal and institutional

basis of the WTO. The Marrakesh Agreement has four annexes:

« Annex 1 includes three sections. Annex 1A contains the revised General
Agreement on Tariffs and Trade (GATT), the other agreements administrating
trade in goods, and individual countries’ schedules of concessions on goods.
Annex 1B includes the General Agreement on Trade in Services (GATYS), texts

on particular services sectors, and individual countries’ specific commitments on
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services. The Agreement on Trade-Related Aspects of Intellectual Property
Rights (TRIPS Agreement) constitutes Annex 1C.

« Annex 2 establishes the rules and procedures for dispute settlement contained in
the "Understanding on Rules and Procedures Governing the Settlement of
Disputes".

« The "Trade Policy Review Mechanism" are included in Annex 3. This section
covers regular reviews of developments and trends in national trade policies of

member countries.

« Annex 4 covers the Plurilateral Trade Agreements applying only to the WTO
Members that have accepted them. These agreements fall under the WTO
framework but does not include all membership (WTO, 2012a, p. 53).

The agreements covered in Annexes 1, 2 and 3 are defined as the "Multilateral Trade
Agreements”. These agreements include the trade policy obligations which bind all the
Members of the WTO and they are negotiated in line with the single undertaking
principle. This principle was applied during the negotiations of the Uruguay Round. All
agreements constitute the agents of a single package that was adopted by the Members
as a whole. Single undertaking principle is summarized as "noting is agreed until
everything is agreed" (WTO, 2012b, p. 29).

AoA is the first multilateral agreement that provides rules for international trade in
agricultural products. In other words, international trade in agricultural products is
firstly regulated by the AoA. Until the AoA entered into force in 1995, the GATT
provided the rules for agriculture. However, agricultural trade was exempt from most of
the rules and disciplines applied to trade in industrial products (WTO, 2016, p.9). As a
result of this, agricultural trade was highly distorted due to the measures such as high
import duties, import bans, quotas, minimum import prices. In the absence of the AoA,
we observed that agricultural trade was highly distorted by trade impediments (WTO,
2016, p.9). Before the AOA was adopted, trade barriers faced by major agricultural

products was on a level unexperienced in the other commodities.
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As studied in the first chapter, conflict rather than harmony creates cooperation. The
emergence of the WTO’s AoA can be seen as a proof of the fact that cooperation stems
from real or potential conflict. In the GATT period, agricultural trade was highly
distorted by protectionist measures. The AoA came around as a remedy to distorted
agricultural trade. Hence, it is not wrong to argue that the AoA’s entrance into force in
1995 was not a coincidence, rather it is a product of the period characterized by rising

trade protectionism.

The 1986-1994 Uruguay Round negotiations gave birth to the first extensive group of
multilateral trade rules particularly on agriculture (WTO, 2016, p.10). AoA forms a set
of rules and commitments in three areas. These areas which are also named as three

pillars are market access, domestic support and export competition (WTO, 2016, p.10).

The AoOA starts by defining its product coverage. It does not include fisheries and
forestry products (WTO A0A, Annex 1, 1995). The AoA includes legally binding
commitments on market access, domestic supports and export subsidies. Reduced
customs duties can be given as an example for commitments on market access. Price

and income support are some of the commitments on domestic supports.

According to the AoA, developing and Least Developed countries have some flexibility
in the implementation of their commitments. For instance, developing countries made
smaller cuts on their subsidies and tariffs compared to developed countries and they
were given additional time to do it. LDCs had the right not to make any reductions
(WTO,2016,p.12).

As noted in the preamble of the AoA, establishing a fair and market-oriented
agricultural trading system is the long-term objective (WTO, A0A,1995). The AoA
underlined that negotiations for continuing reform process would initiate in 2000. Non-
trade concerns such as food security and rural development are taken into consideration
in the AoA. Developing countries have some priviliges which are the outcomes of the
concept of special and differential treatment (S&DT). S&DT provisions of the AoA will

be touched upon in a separate chapter.
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At the end of the Uruguay Round, Members were given an implementation period for
their commitments. With this period, it was aimed to facilitate developing countries’
adjustment more easily to the tariff and subsidy reduction commitments. Developed
countries had six years to implement their commitments gradually (WTO, 2016, p.13).

The implementation period for developing countries was 10 years.

When the implementation period of Uruguay Round commitments terminated for
developed and developing countries, extensive tariff reductions were held. Studies
unveil that the full implementation of Uruguay Round commitments by 2005
augmented world welfare by $ 73 billion (Seyidoglu, 2007, p. 319). Despite the
essential achievements of Uruguay Round and WTQO’s trade liberalization efforts, non-
tariff barriers continue to persist in global trade. It can be asserted that non-tariff
barriers as the instruments of new protectionism became more dangerous than tariffs for
international trade. Recent Organization for Economic Cooperation and Development
(OECD) studies show that current levels of non-tariff barriers are more than twice that
of tariffs (WTO, 2019, p. 52). Non-tariff barriers can be defined as every form of trade
obstacle other than tariffs. Sanitary and phytosanitary measures, technical barriers to
trade, price control measures, export related measures, quotas, non-automatic licensing,
contingent trade protective measures and pre-shipment inspection and other formalities
are classified as non-tariff barriers (UNCTAD, 2015, p. 3). As demonstrated in Figure
4, decreasing trade costs caused by non- tariff barriers can provide important economic
gains (WTO, 2019, p. 52).
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Figure 4: Change in trade from reduction in non-tariff barriers (OECD, 2017, p.28).

The WTO did not compel its members to implement their commitments immediately
and gave them an implementation period for the full achievement of their commitments.
This is an another example of norms of an institution indicating clear instructions for its
members. Implementing tariff reduction commitments gradually rather than resorting to

free trade immediately is legitimized under the principles of the WTO.

In market access pillar, the major change brought by the AoA was binding all tariffs in
agricultural products. With the AoA, the tariffs of all Member countries had been
legally bounded on all agricultural products and had been specified in their WTO
schedules. Developed countries accepted to decrease their tariffs by an average of 36 %
on all agricultural products and not to cut less than 15 % on product basis. The average
cut rate for developing countries was 24 % which is subject to a 10 % minimum and
would be phased in 10 years. Some developing countries which did not bound their
tariffs before the Uruguay Round had the right of “ceiling consolidation”. With ceiling
consolidation, these developing countries were given the opportunity to bound their
tariffs for the products which were not in GATT schedules of concessions at ceiling

levels higher than the rates of 1986. Thanks to this privilege, developing countries
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began to decrease their tariffs from a higher level. This was a flexibility given only to
developing countries. In other words, developed countries did not have this privilege
(Ensari, 2015, p.33).

Another important development was “tariffication”. Tariffication means converting
non-tariff barriers into tariffs. The non-tariff measures were prohibited by the AoA.
Instead of non-tariff measures, tariffs giving an equal level of protection were
authorized for agricultural products (WTO, 2016, p.15). As a result, the AoA outlawed
all quotas and import bans on agricultural products. It is essential to mention about
another dimension of tariffication process. Tariffication was made by members
themselves. The tariff levels from which the reduction would be started was left to
members’ decision. Each member began to reduce customs duties from the highest
level. This caused the higher level of duties than the actual tariff levels implemented in
the signature process of the AoA. Therefore, members determined 1986 as the base year
for starting tariff reduction. In 1986, tariff levels reached the highest level. For these
reasons, this tariffication process was identified as “dirty tariffication” (Ensari, 2015,
p.31).

Due to the tariffication process, Members were given a right which is called “Special
Safeguards” (SSG) on agricultural products. With this element, Members had the right
to increase import duties temporarily on tariffied products in order to tackle with import
surges or price fall (WTO, 2016, p.17). This right can merely be used if it is reserved in
Members’ schedules. SSG can be defined as the antecedent of Special Safeguard
Mechanism (SSM) which is still under negotiation. However, SSG is not a S&DT
provision. This right was given to all Members (developed or developing) which

converted their non-tariff barriers into tariffs.

Under the AoA, all domestic support benefited by farmers is subject to rules. In the
AOA, there are two categories of support which are trade distorting and non-trade
distorting. Supports that does not distort trade or does distort trade minimally is not

subject to any limitation. Trade distorting support is constrained by the AoA.

The AoA does not forbid the imposition of export subsidies. However, export subsidies

are subject to some rules. According to the AoA, Members can provide export subsidies
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for the products pointed out in their schedules and these subsidies can not exceed
Members’ commitment levels. All these export subsidies had to be decreased.
Members’ export subsidy limits and how they are reduced are specified in their
schedules of commitments. As an indication of S&DT, developing countries had
smaller cut rates of export subsidies in longer implementation period (WTO, 2016,
p.19).

Evaluations

The WTO as the main governor of the international trade relations was formed in 1995.
Whilst there are some similarities between the GATT and the WTO, the latter one has
some distinctive features that its predecessor does not have. Its permanent institutional
character, strengthened dispute settlement system and coverage of some new issues
such as services, intellectual property rights can be given as the examples of different
character of the WTO. However, this does not require the denial of the important
argument of neo-liberal institutionalism. This argument is that new international
institutions are built upon the old ones’ experiences and values. One of the key findings
of this chapter is that the WTO provides crucial examples confirming the assumptions
of neo-liberal instiutionalist theory. The formation of the WTO presents us an explicit
proof for the neo-liberal institutionalist argument that mutual interests can evolve to
cooperation. The emergence of the AoA after a period with highly distorted agricultural
trade and informal discussions held between members’ officials constitute the other
confirmations of the assertions of the neo-liberal institutionalist scholars. All these
developments occurred in the WTO can be understood within neo-liberal institutionalist

perspective.

This chapter also points out that the WTO has also some unique characteristics that
differentiate it from the other two institutions of the Bretton Woods system. As opposed
to the IMF and World Bank, the WTO is driven by its members governments rather
than a board of directors. The main decision-making principle of the WTO is consensus.
All the member governments actively take part in multilateral trade negotiations held
under the WTQ’s framework and they provide inputs for these negotiations. Thanks to
these features, the WTO takes into consideration of the voices of its members

independently from their level of development or the share in the global trade.
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Trade liberalization is not the only objective of the WTO. The guardian of the
multilateral trading system, the WTO, places development at its center of its work.
Apart from its other functions, the WTO helps developing and least-developed countries
to integrate into the global trade and to accomplish their developmental aims. It can be
claimed that these important characteristics of the WTO provides essential examples for

its unique character.

In light of these theoretical and conceptual analyses in an endeavour to elucidate the
questions about whether the WTO takes into consideration the interests of developing
countries, subsequent chapter of this thesis will examine the concept of special and
differential treatment and the flexibilities granted by the WTO for developing countries
within the S&DT.
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CHAPTER 3

FLEXIBILITIES DESIGNED FOR DEVELOPING COUNTRIES
UNDER THE WORLD TRADE ORGANIZATION SYSTEM AND
WORLD TRADE ORGANIZATION’S AGRICULTURE
NEGOTIATIONS

There is no doubt that the concept of Special and Differential (S&DT) constitutes one of
the most important concepts in the multilateral trade negotiations. This concept
emanated from the fact that developing countries face different obstacles during their
integration to the international trade. With this concept, it was aimed to address the
special needs of developing countries in designing the regulations of the global trading
system. To this end, various mechanisms were developed. The indicators of S&DT can
be in the form of technical assistance, derogation from the rules as well as extended

duration for undertaking the multilateral commitments.

We can observe the explicit examples of S&DT in the WTO agreements. Since the
WTO places the development at the heart of its work, nearly all WTO agreements
contain S&DT provisions for developing and least-developed countries. Close
connection between multilateral trade rules and development concerns is the most

important feature that renders the WTO different from other international organizations.

In this chapter, the concept of S&DT of the WTO system will be defined and its
historical background will be addressed initially. After this initial examination of
S&DT, the concrete examples of S&DT will be displayed through the analysis of the
relevant provisions of the WTQO’s AoA. This chapter also analyses two S&DT
instruments of the WTO agriculture negotiations namely, Special Safeguard Mechanism
and Special Products. This chapter’s final topic is the WTQ’s recent S&DT provisions

embedded in the WTO Nairobi Ministerial Decisions on agriculture.



56

3.1. THE CONCEPT OF SPECIAL AND DIFFERENTIAL TREATMENT
IN THE WORLD TRADE ORGANIZATION SYSTEM

Special and Differential Treatment (S&DT) in the GATT and the WTO is a recognition
of the fact that Developing Countries can not reap fully the benefits of trading
opportunities due to their structural problems, low levels of industrialization, limited
access technologies and inadequate infrastructure (Food and Agriculture Organization
[FAQ],n.d.p.3). S&DT measures recognize the interests and special needs of Least
Developed Countries (LDCs) and Developing Countries.

S&DT links with the principle of “non-reciprocity” in international trade negotiations.
The principle of “non-reciprocity” was one of the important accomplishments in the
1950s and 1960s (Singh, 2003, p.2). Non-reciprocity represented a recognition of the
international society that developed and developing countries can not participate in
global trade due to their differences in terms of capital, infrastructure, skKills,
industrialization. Therefore, developing countries had acquired the privilege of
preferential access to developed countries’ markets without providing reciprocal access
in their own markets (Singh, 2003, p.2).

For developing countries, the history of S&DT can be divided into two periods: before
and after the Uruguay Round. The WTO period brought major differences in S&DT
concept (Fritz, 2005, p.5).

In the original version of the GATT dated 1947, there were not specific provisions for
developing countries. The rights and obligations of the original GATT did not contain

any differences between developed and developing countries.

In the years following GATT’s entrance into force, Southern governments raised their
voices so that their special needs could be taken into account in international trading
system (Michalopoulos,2000, p.2). We observed the first success of Southern
governments during the review of GATT in 1954/55. GATT’s revision yielded some
privileges which were given only to developing countries. Thanks to the first revision,
developing countries were given the right of modifying or withdrawing obligations to

decrease tariffs so that the establishment of a particular industry can be promoted (Fritz,
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2005, p.6). With second revision to GATT, developing countries had the right to impose
quantitative and qualitative import restrictions so as to put an end to a serious reduction
in their monetary reserves (Whalley, 1990, p.1320). Third revision allows support for
infant industries provided that some preconditions were respected (Fritz, 2005, p.6).

We can assert that the first S&DT provisions for developing countries aimed to
prevent balance of payments risks and to safeguard domestic industries. For developing
countries, the concessions permitting to impose import restrictions with the concerns of
industrial development and balance of payments were not sufficient. Their ultimate aim
was the establishment of a new organization whose the agenda items were merely trade

and development issues (Fritz, 2005, p.7).

The UN Conference on Trade and Development (UNCTAD) was created in 1964. The
concept of S&DT is associated with Dr. Raul Prebisch who is UNCTAD’s first
Secretary-General. Following the foundation of UNCTAD, Article XXXVI was
included in the GATT. Thanks to the Article XXXVI, for the first time non-reciprocity
principle entered into the trade regime (Michalopoulos,2000, p.19). According to GATT
Article XXXVI, the developed contracting parties do not request from less-developed
contracting parties reciprocal concessions for reducing or removing tariffs and other

impediments in trade negotiations (GATT,1994).

UNCTAD 11 is the conference where the Generalized System of Preferences (GSP) was
accepted. At this conference held in New Delhi in 1968, the generalized, non-
reciprocal, non-discriminatory system of preferences for the developing countries were
acknowledged. This system of preferences also includes special measures in favour of
the least developed among the developing countries. Increasing LDCs’ export revenues,
supporting their industrialization and expediting their economic growth rates are
defined as the objectives of GSP (https://unctad.org/en/Pages/DITC/GSP/About-

GSP.aspx, 17 April 2019).

Preference- providing countries granted reduced or abolished tariff rates over the MFN
rates for selected products produced in developing countries under their GSP schemes.

LDCs enjoy more favourable treatment than developing countries. For instance, they


https://unctad.org/en/pages/ditc/gsp/about-gsp.aspx
https://unctad.org/en/pages/ditc/gsp/about-gsp.aspx
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have special and preferential treatment for extensive coverage of products and deeper
tariff cuts (https://unctad.org/en/Pages/DITC/GSP/About-GSP.aspx , 17 April 2019).

In 1971, a waiver was provided to GATT’s Article I (MFN) in order to authorize the
GSP scheme. At the outset, this waiver had time limitation which is 10 years. After the
adoption of the Enabling Clause in 1979, the time limitation of the MFN exemption for
the GSP was abolished and this waiver became permanent. The decision of the 1979
Enabling Clause is as follows (https://unctad.org/en/Pages/DITC/GSP/About-GSP.aspx,
17 April 2019):

Differential and more favourable treatment, reciprocity and fuller participation of
developing countries, creating a permanent waiver to the most-favoured-nation
clause to allow preference-giving countries to grant preferential tariff treatment
under their respective GSP schemes.

GSP was another important measure introduced by the Enabling Clause. We can
acknowledge that the basis for the GSP was provided by the Enabling Clause for a long
time. Although this clause provided legal integration of S&DT, it could not go beyond
legally non-binding measures. According to the Enabling Clause, preferences given
under a GSP scheme are unilateral and non-binding concessions. Therefore, developing
countries do not have the right of legal recourse in case of the retreat of their

preferences (Fritz, 2005, p.8).

We observed the reaffirmation of S&DT at the Tokyo meeting of GATT in 1973. The
adoption of the “Enabling Clause” during the Tokyo Round was the official
introduction of S&DT for developing countries in 1979. The content of the “Enabling
Clause” is as follows (Fritz, 2005, p.8):

- preferential market access for developing countries on a non-reciprocal and non-
discriminatory basis,

- differential and more favourable treatment of developing countries with regard
to GATT provisions on non-tariff barriers,

« the conclusion of preferential agreements between developing countries,

« special treatment of LDCs. The Enabling Clause was integrated into GATT
1994 and thus into the WTO. During the Uruguay Round, the principle of single


https://unctad.org/en/pages/ditc/gsp/about-gsp.aspx
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undertaking was accepted. The principle of single undertaking constituted a
milestone in the design of S&DT provisions in the WTO agreements (Fritz,
2005, p.11). Major changes occurred in S&DT measures due to the principle of
single undertaking. The aim of S&DT provisions adopted before the Uruguay
Round were ensuring preferential and non-reciprocal market access for
developing countries in developed countries’ markets (Singh, 2003, p.7).
However, post-Uruguay Round S&DT measures had different character. The
post-Uruguay Round S&DT measures aimed to support developing countries in
implementing the WTO agreements’ provisions (Singh, 2003, p.7). To this end,
developing countries gained extra time and technical assistance to adjust into the
new global trading system.

The WTO Secretariat created a typology for S&DT provisions in 2001. This six-fold
typology includes (WTO, 2001):

» provisions aimed at increasing the trade opportunities of developing country
members;

* provisions under which WTO members should safeguard the interests of
developing country members;

« flexibility of commitments, of actions, and use of policy instruments;
» transitional time periods;

« technical assistance;

» provisions relating to least developed country members.

The S&DT principle is deeply embedded in the WTO Agreements which had been
accepted at the end of the Uruguay Round. Paragraph 44 of Doha Ministerial

Declaration which was accepted at Doha Ministerial Meeting stated:

We reaffirm that provisions for special and differential treatment are an integral
part of the WTO Agreements. We note the concerns expressed regarding their
operation in addressing specific constraints faced by developing countries,
particularly least-developed countries. ..... We therefore agree that all special and
differential treatment provisions shall be reviewed with a view to strengthening
them and making them more precise, effective and operational. In this connection,
we endorse the work programme on special and differential treatment set out in the
Decision on Implementation-Related Issues and Concerns.
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In February 2002, the WTO’s TNC decided that paragraph 44 of the Doha Ministerial
Declaration’s mandate should be included in the Committee on Trade and Development
(CTD) in Special Sessions as a negotiation issue (Singh, 2003, p.4). It should be noted
that a Decision was made at the Bali Ministerial Conference in December 2013 to form
a Monitoring Mechanism on S&DT. This Mechanism functions in Dedicated Sessions
of the CTD. Bali Decision mandated the Monitoring Mechanism to be responsible for
analysing and reviewing the implementation of S&DT provisions within the WTO
framework. In the Mechanism, written inputs submitted by Members and the reports of
other WTO bodies provide the main contribution to the process of the monitoring of
special and differential provisions (WTO, WT/COMTD/W/239, 2018, p.4). The WTO

informs that no written submissions from members have been made.

Developing countries were given longer transition periods for the implementation of
their obligations by nearly all WTO agreements. In this regard, these countries enjoy
greater flexibility. Currently, there are 183 S&DT provisions covering 16 WTO
agreements (WTO, WT/COMTD/W/239, 2018, p.6). The categories of these S&DT
provisions are as follows (WTO, WT/COMTD/W/239, 2018, p.6):

- 15 of total S&DT provisions are the provisions targeted enhancing the trade
opportunities of developing countries;

« 47 of total S&DT provisions which require the protection of the interests of
developing country members by the other WTO members;

« 44 of total S&DT provisions grant flexibility to developing countries for the
implementation of commitments and use of policy instruments;

« 27 of total S&DT provisions provide transitional time periods;

« 25 of total S&DT provisions provide technical assistance;

« 25 of total S&DT provisions are designed for least developed country members.

3.2. SPECIAL AND DIFFERENTIAL PROVISIONS OF WORLD TRADE
ORGANIZATION’S AGREEMENT ON AGRICULTURE

AOA includes 13 S&D provisions (WTO, WT/COMTD/W/239, 2018, p.21). S&D

provisions of AoA are divided into four categories. Provisions designed for enhancing
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trading prospects of developing country members fall under the first category.
Transitional time-periods are in the second category. Flexibility for the implementation
of commitments and use of policy instruments fall under the third category. Provisions

relating to LDC members are in the fourth category.

In line with these provisions, WTO Members should grant privileged treatment for
developing country Members, LDCs and Net Food-Importing Developing Country
Members (NFIDCs). Actions which may be taken by developing countries as a result of
exemptions are also included within S&D provisions (WTO, WT/COMTD/W/2309,
2018, p.21).

Paragraph 5 of the Preamble of the AoA contains an S&D provision designed for
enhancing trading capabilities of developing country members. The Preamble states:

Having agreed that in implementing their commitments on market access,
developed country Members would take fully into account the particular needs and
conditions of developing country Members by providing for a greater improvement
of opportunities and terms of access for agricultural products of particular interest
to these Members, including the fullest liberalization of trade in tropical
agricultural products as agreed at the Mid-Term Review, and for products of
particular importance to the diversification of production from the growing of illicit
narcotic crops (WTO AoA, 1995, n.p).

As a reflection of the understanding of S&DT, developed country Members’ reductions
in tariffs were greater-than-average for the products which are important for developing
countries and are generally implemented in an accelerated time-frame (WTO,
WT/COMTD/W/239, 2018, p.22).

The article 15.2 of the AoA is also a S&D provision which provides transitional time
periods. This article states that developing country Members were given a duration of
up to 10 years to implement their reduction commitments. According to the article 15.2,
LDC Members shall not be required to commit any reduction. (WTO Ao0A, 1995).
Developing countries and LDCs made use of this provision to establish scheduled
commitments in three pillars namely, market access, domestic support and export

subsidies. For developing countries, the transition period ended in 2004.
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The provisions which fall under the category of flexibility for the implementation of
commitments and use of policy instruments are as follows; Article 6.2; Article 6.4;
Article 9.2(b)(iv); Article 9.4; Article 12.2; Article 15.1; Annex 2, paragraph 3 and
footnote 5; Domestic food aid: Annex 2, paragraph 4, footnotes 5 and 6; Annex 5,
Section B) (WTO, WT/COMTD/W/239, 2018, p.21).

The article 6 of the AoA regulates domestic support commitments of member countries.
The Article 6.2 states:

In accordance with the Mid-Term Review Agreement that government measures of
assistance, whether direct or indirect, to encourage agricultural and rural
developmentare an integral part of the development programmes of developing
countries, investment subsidies which are generally available to agriculture in
developing country Members and agricultural input subsidies generally available to
low-income or resource-poor producers in developing country Members shall be
exempt from domestic support reduction commitments that would otherwise be
applicable to such measures, as shall domestic support to producers in developing
country Members to encourage diversification from growing illicit narcotic crops.
Domestic support meeting the criteria of this paragraph shall not be requiredto be
included in a Member's calculation of its Current Total Aggregate Measurement of
Support (AMS).

Since the Article 6.2 is a S&D provision, it is solely open to developing country
members. This article is also known as “development programmes”. Individual
domestic support notifications reveal that most of developing countries including
Turkey have actually benefitted from this provision. The exception of development
programmes embedded in the Article 6.2 is vital especially for developing country

Members who have not AMS entitlements.

The Article 6.4 of the AoA contains S&DT provisions providing flexibility for the
implementation of commitments and use of policy instruments. According to the Article
6.2 of the AoA, a developing country Member’s product-specific domestic support is
not included in the calculation of its Current AMS. In accordance with the AcA, AMS
of a developing country Member is limited with 10 per cent of its total value of
production of an agricultural product. In other words, developing country Members
have not an obligation to decrease their product-specific domestic support provided that

this support does not exceed the de minimis percentage. The same principle is
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implemented for non-product specific supports. According to the Article 6.2, if non-
product specific support does not transcend 10 per cent of the value of developing
country Member’s total agricultural production, it is not required to be included in that
Member’s calculation of its Current AMS. While de minimis percentage for developing
country Members is 10 per cent, this percentage for developed country Members is 5
per cent. Developing country Members can provide higher levels of domestic support
compared to developed country Members. This right is a privilege given by the AoA for

developing country Members.

The Article 9 of the AoA provides the rules for export subsidy commitments. S&D
provision covered by the Article 9.2 fall under the category of flexibility for the
implementation of commitments and use of policy instruments. The Article 9.2 (b)

states:

the Member's budgetary outlays for export subsidies and the quantities benefiting
from such subsidies, at the conclusion of the implementation period, are no greater
than 64 per cent and 79 per cent of the 1986-1990 base period levels, respectively.
For developing country Members these percentages shall be 76 and 86 per cent,
respectively.

A number of developing countries benefited from this provision in scheduling their
export subsidy commitments. All developing Members which had export subsidy
entitlements made use of this flexibility. They applied a lower reduction rate due to this
flexibility (WTO, WT/COMTD/W/239, 2018, p.23).

The Article 9.4 also contains a S&D provision for developing country Members. The
Aricle 9.4 of the AoA states:

During the implementation period, developing country Members shall not be
required to undertake commitments in respect of the export subsidies listed in
subparagraphs (d) and (e) of paragraph 1 above, provided that these are not applied
in a manner that would circumvent reduction commitments.

The paragraph 1 of the Article 9 covers the export subsidies that are part of the
reduction commitments of Members. Sub paragraphs (d) and (e) of the Article 9.1.
represent another flexibility granted to developing country Members. In line with the

Article 9.4. of the AoA, developing country members had the flexibility not to make
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commitments for the diminution of export subsidies which fall under the subparagraphs
(d) and (e) of the Article 1. The subsidies aiming to reduce the costs of developing
country members’ exportation of agricultural products are included in these
subparagraphs. In other words, developing country Members could provide the export
subsidies falling under the Article 9.4 without being subject to any limitation during the

implementation period.

The implementation period terminated in 2004 for developing country Members.
However, the Nairobi Ministerial Decision adopted in 21 December 2015 stated that
developing country Members shall continue to make use of the provisions of the Article
9.4 of the AoA until the end of 2023. Thus, the Article 9.4 is still valid for developing
country Members.

Article 12.2 of the AoA includes another S&D provision. Article 12 contains the
disciplines for export prohibitions and restrictions. According to Article 12, a Member
instituting a new export prohibition or restriction on foodstuffs should fulfill some
requirements. The Article 12.2 does not oblige developing country Members to meet
these preconditions for imposing a new export prohibition or restriction. However, this
article provides an exemption for making use of this flexibility. Developing country
Members were given this flexibility in imposing an export prohibition or restriction on
foodstuffs on the condition that their trading partner is not a net-food exporter of the

product concerned.

Article 15 whose title is “Special and Differential Treatment” implies the central

understanding of all S&D provisions of AoA. Article 15.1 states:

In keeping with the recognition that differential and more favourable treatment for
developing country Members is an integral part of the negotiation, special and
differential treatment in respect of commitments shall be provided as set out in the
relevant provisions of this Agreement and embodied in the Schedules of
concessions and commitments.

S&D provisions touched upon above demonstrates that development and the concerns

of developing countries are at the centre of the WTQO’s work.
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3.3. THE SPECIAL AND DIFFERENTIAL TREATMENT INSTRUMENTS
IN THE WORLD TRADE ORGANIZATION AGRICULTURE
NEGOTIATIONS

3.3.1. Analysis of the Concept of Special Safeguard Mechanism

S&DT was part of AoA signed as a consequence of the Uruguay Round in 1994. From
the perspective of developing countries, these S&DT provisions were not sufficient for
their economic development and the balance of advantages in AoA favoured developed
countries. Thus, developing countries aimed to rebalance of commitments of AoA since
the beginning of agriculture negotiations (Matthews, 2007, p.79). Article 20 of AoA
provides the legal basis for the continuation of reform process in agriculture. According
to the Article 20 of AoA, members recognize that comprehensive reductions in
agricultural supports and protection is an aim that can be achieved through long-term
and ongoing efforts. Article 20 also spells out that negotiations for continuing the
reform process starts in 2000. The year of 2000 corresponds one year before the
termination of the implementation period for developed country Members. This article
requires WTO members to take into consideration the impacts of the implementation of
reduction commitments in agricultural trade, non-trade concerns and S&D in

conducting agriculture negotiations.

In accordance with the Article 20, WTO agriculture negotiations kicked off in June
2000. In the same year, developing countries submitted a paper for a Development Box.
From their point of view, this box should be designed as an instrument demonstrating
their negotiation objectives is enhancing domestic agricultural production and
preserving the livelihoods of the poor and small scale farmers (Matthews, 2007, p.80).
To this end, they need sufficient flexibility in the agriculture negotiations. Developing
countries believe that unequal trade liberalization in agriculture damages their food
security and rural poor people’s livelihoods. WTO agriculture negotiations have been

included in Doha Development Agenda launched in 2001.

S&DT is one of the most contentious issues in the WTO agriculture negotiations.
Paragraph 13 of Doha Ministerial Declaration which is specific to agriculture states
that:
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...special and differential treatment for developing countries shall be an integral
part of all elements of the negotiations and shall be embodied in the Schedule of
concessions and commitments, and as appropriate, in the rules and disciplines to be
negotiated, so as to be operationally effective and to enable developing countries to
effectively take account of their development needs, including food security and
rural development.

As indicated in Doha Ministerial Declaration, S&DT was not seen merely as a concept
designated to ease the participation of developing countries into the global trading
system, but in addition as a mechanism (probably more permanent) for the promotion
of developing countries’ food security and development objectives (Morrison & Sarris,
2007, p.80).

The WTQO’s General Council Decision on 1 August 2004 reaffirmed the commitments
of Doha Ministerial Meeting. In addition to this reaffirmation, special treatment of
developing countries was approved by General Council Decision. Due to this decision,
special treatment gained the justification of its role in addressing developing countries’
food and livelihood security, rural development and poverty reduction (Matthews,
2007, p.80).

WTO agriculture negotiations have three main pillars which are market access,
domestic support and export competition. Tariffs, tariff rate quota expansion, special
and sensitive products, Special Safeguard Mechanism (SSM) are discussed under
market access pillar of the negotiations. Reduction of trade distorting support, de
minimis, product-specific limits, green box and blue box disciplines are the issues
discussed in the negotiations of domestic support pillar. Export subsidies, agricultural
exporting state trading enterprises, export credits and international food aid are the

topics of export competition pillar (WTO, 2016, p.26).

SSM is one of the most crucial issues discussed in the market access pillar of the
agriculture negotiations. SSM is a S&DT instrument that is still being negotiated in
agriculture negotiations. The proponents of SSM are developing countries. SSM is a
mechanism would allow developing countries to defend themselves from import surges
and price depressions. SSM permits developing countries to impose additional tariffs

for a limited time period in order to safeguard their agriculture sector from price
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depressions or import surges (International Centre for Trade and Sustainable
Development [ICTSD], 2005, p.57). SSM is designed as an instrument solely for
developing country Members. This mechanism’s main aim is maintaining developing
country Members food, livelihood security and preserving their poor and small scale
farmers against price volatility and import surges faced by agricultural commodities
(https://www.wto.org/english/tratop_e/agric_e/quide_agric_safeg_e.htm, 20  April
2019).

There are couple of factors that constitute the rationale behind developing countries’
request of SSM. Firstly, agricultural markets are cyclical naturally and exposed to wide
diversification (ICTSD, 2005, p.10). Due to the reduction of tariffs, developing
countries became more vulnerable to external agricultural market instabilities. Import
surges and price volatilities in agricultural markets harm easily developing countries’
agricultural production activities. Developing countries that opened up their markets to
trade need an instrument to deal with world price instability and increases in import
volumes. It is a reality widely accepted that developing countries avail the removal of
trade distortions in agricultural trade (ICTSD, 2005, p.1). But, it is also undeniable fact
that small scale farmers may suffer from the trade liberalization. Because, small and
resource-poor farmers constitute large populations in many developing countries
(TN/AG/GENY/45, 2017, p.1). By the removal of tariffs, these farmers whose access to
infrastructure and employment opportunities are restricted become more open to

negative effects of international competition.

Secondly, world price movements such as the persistence of low prices are one of the
important problems faced by agricultural producers in developing countries. The
problem of import surges is closely linked to price fluctuation. In general, price
fluctuations are acute temporary rises that we observe in import volumes above a trend
level (ICTSD, 2005, p.10). Import surges that stem from various reasons affect
negatively food security and threaten viable and efficient agriculture sectors (ICTSD,
2005, p.10).

Thirdly, developing countries have restricted policy instruments to protect their
agriculture sectors. The main reason of that is their limited financial resources
(TN/AG/GENY/45, 2017, p.4). Most of the developing countries are also deprived from
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the tools of domestic supports and export subsidies. Developing countries generally do
not have AMS entitlements. Thus, their right of providing domestic support is limited
with “de minimis” (10 per cent of agricultural production). There are 18 countries that
have export subsidy commitments. Therefore, export subsidies are not a tool to defend
agriculture sector for most of developing countries.

Fourthly, developed countries’ agricultural production and exports that are highly
distorted due to the subsidies depress world prices and undermine development process
of developing countries (ICTSD, 2005, p.1). Most of major developed agricultural
producers and exporters have AMS entitlements and export subsidy commitments. It is
no doubt that small scale farmers of developing countries suffer from highly subsidised
agricultural products of developed countries®.

Fifthly, many developing countries do not have recourse to SSG which is embedded in
Article 5 of AoA. Since many developing countries did not convert their non-tariff
restrictions into tariffs during the Uruguay Round, they can not take recourse to SSG
provisions. Instead of converting non-tariff barriers into tariffs, many developing
countries opted for binding their tariff rates at ceiling level (Ensari, 2015, p.66). As a
consequence of this, these developing countries are not allowed to apply SSG. Only 23
developing countries have acquired the right to benefit from SSG (Ortiz & Hepburn,
2016, p.55).

SSM is one of the issues that has a long-lasted negotiation history. The first proposal
for allowing all developing countries to avail special agricultural safeguards were
submitted by India in the preparation period of Seattle Ministerial Conference in 1999
(Dhar, 2016, p. 55). In India’s submission, it is underlined that non-avaliability of SSG
for the large majority of developing countries restricts their instruments for bumpering
against possible world market imbalances (WTO, WT/GC/W/342, 1999). From India’s

# The European Union’s Common Agricultural Policy (CAP) made detrimental effects on developing
countries’ agriculture sectors. The initial aim of CAP was providing high prices for European farmers.
The agricultural products of European farmers was bought by the European Union when the prices
decrease below support levels. This policy caused excess of supply in agricultural products. With the aim
of reducing stockpiles, the European Union started to provide export subsidies. The European Union
made export subsidy payments in order to balance the divergence between world and European prices
(Krugmané& Obstfeld, 2009, p. 193).
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point of view, developing countries should be permitted to avail safeguard
mechanisms so that the harmful impacts of import surges on food security and rural
development can be alleviated (WTO, WT/GC/W/342, 1999).

Jamaica submitted the first proposal aiming the designation of SSM solely for
developing countries in the run-up to Seattle Ministerial Conference. In Jamaica’s
proposal, special safeguard mechanism for developing countries was designed as
practicable simply and inexpensively. Jamaica asserted that SSM will be an important
S&DT instrument for developing countries since it is closely related with their food
security and non-trade concerns (WTO, WT/GC/W/370, 1999).

In the first SSM proposals presented by developing countries, SSM was designed as a
S&DT provision. In these proposals, it is observed that developing countries which
refrained from linking SSM with market access negotiations considered it as an

instrument to protect their food, livelihood security and development needs.

SSM owes its genesis to paragraph 13 of Doha Ministerial Declaration (Ortiz &
Hepburn, 2016, p. 55). In post- Doha process, the proposals of SSM became more

concrete.

Until 2003, only interested developing countries had tabled submissions on SSM. In
2003, we observed that Stuart Harbinson, the Chair of the Committe on Agriculture
discussed the issue of SSM in his draft modalities, so SSM gained legitimacy (Dhar,
2016, p.58). The Harbinson modalities mentioned SSM in two parts. First, it proposed
the invoke of SSM by developing countries for “strategic products,” which were
considered as indispensable for satisfying food, livelihood security and rural
development concerns (Ortiz & Hepburn, 2016, p.59). Harbinson also suggested the
revision of Article 5 of the AoA so that developing countries’ development needs can
be taken into consideration and these safeguard measures can be implemented
effectively (WTO, TN/AG/W/1/Rev.1, 2003, p.6).

It is important to note that the level of ambition of Harbinson’s SSM was lower than
that designed by the developing countries’ proposals (Ortiz & Hepburn, 2016, p.59).

The most important difference between Harbinson modalities and developing
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countries’ submissions is the product coverage of SSM. In developing countries’
submissions, SSM covers all agricultural products. On the contrary, the Harbinson
modalities restricted the product coverage of SSM. In Harbinson’s text, SSM could
merely be invoked for a group of products selected clearly. The LDCs were given the
right of designating greater number of products in comparison with the more advanced
developing countries (Dhar, 2016, p.59).

In the Harbinson modalities, the implementation of SSM is dependent on two
conditions. First condition is that SSM should not reduce import access opportunities
below a level. In Harbinson’s text stated that this level corresponds to average annual
imports during the period 1999-2001. Secondly, special safeguard measures should not
be invoked in a manner that reduced the imports of designated products originating in

other developing countries (Ortiz & Hepburn, 2016, p.59).

We observed that the request for SSM was voiced loudly by the important grouping of
developing countries named the G-33. G-33 appeared around the WTOQO’s Fifth
Ministerial Conference held in 2003. At the outset, G-33 was a group consisting of 22
members and its original name was “Alliance for Strategic Products and Special
Safeguard Mechanism” (Dhar, 2016, p.59). Now, G-33 is called “Friends of Special
Products” in agriculture. G-33 is one of the most influential negotiation groupings
composed of developing countries and it is of the view that developing countries
should have the flexibility of undertaking limited liberalization in agriculture
(www.wto.org, 19 April 2019).

In the July General Council Decision of 2004 and the Hong Kong Ministerial
Conference of 2005, SSM was declared as an integral part of DDA negotiations. In the
July Decision of 2004, SSM was put under the title of special and differential treatment
of market access pillar of agriculture negotiations. Under the title of Special and
Differential Treatment of General Council Decisions, it is stated (WTO, WT/L/579,
2004, para. 39):

Having regard to their rural development, food security and/or livelihood security
needs, special and differential treatment for developing countries will be an
integral part of all elements of the negotiation....
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A Special Safeguard Mechanism (SSM) will be established for use by developing
country Members.

The Hong Kong Ministerial Declaration accepted in 2005 was a milestone for SSM

negotiations. In the Hong Kong Ministerial Conference, Ministers agreed that:
Developing country Members will also have the right to have recourse to a Special
Safeguard Mechanism based on import quantity and price triggers, with precise
arrangements to be further defined. Special Products and the Special Safeguard

Mechanism shall be an integral part of the modalities and the outcome of
negotiations in agriculture.

The Hong Kong Ministerial Declaration provided the foundation for the following
negotiations on the framework and content of the SSM (Dhar, 2016, p.60). This
declaration also pointed out the controversial issues in SSM negotiations. The product
coverage of SSM was the most important controversial issues between members. Some
members requested that SSM should cover the products which are mostly affected by
tariff liberalization and have been bounded at low levels. On the other hand, some
members especially (developing countries) suggested that the whole agricultural

products should be covered by SSM.

The proposal of the main demandeur of SSM, namely G-33 provided a better
understanding of the negotiating dynamics and technical details (Ortiz & Hepburn,
2016, p.60). Detailed submission of G-33 on SSM came in 2006. The proposal provided
an uncomplicated method for taking recourse to SSM. In the proposal, G-33 designed
low levels of the thresholds for the implementation of additional duties and higher
levels of duties for the sake of small-scale producers in the developing countries (Dhar,
2016, p.60). This submission demonstrated the main logic of developing countries that

SSM should help to protect their food and livelihood securities.

Some agricultural products’ exporters opposed to G-33’s proposal. For example, the
United States resisted G-33’s perception of SSM in terms of the extent of products, the
triggers for using the mechanism and the extra duty to be imposed (Ortiz & Hepburn,
2016, p.60). From the United States’ standpoint, the number of products for which SSM

can be invoked should be limited through detailed tariff line levels and developing
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countries should take recourse to SSM for products which are produced domestically or
are close substitutes of products produced domestically (WTO, JOB(06)/120,2006, p.1).
The United States also proposed high level of volume trigger and stringent price
triggers.

The proposals of G-33 and the United States are crucial proposals that reveal the
divergences between developing and developed countries’ perspectives on SSM. While
developing countries design an SSM which is easy to trigger and covers wide range of
products, developed countries aim to restrict the availability of SSM in terms of its
product coverage and triggers.

In 2008, Crawford Falconer, the Chair of the Committee on Agriculture drafted a
proposal which is known as Falconer Modalities to overcome the deadlock in the
negotiations. Falconer Modalities reflected the divergence between the demandeurs of
SSM and the other members. Since these modalities suggested that SSM should be
invoked for all agricultural products, they are similar to the submissions of G-33. On the
other hand, the triggers and the additional duties for volume as well as price triggers
proposed by Falconer Modalities were different from the G-33 proposal. In the Falconer
Modalities, SSM was designed as follows (WTO, TN/AG/W/4/Rev.3, 2008, p.21-23):

The SSM shall have no a priori product limitations as to its availability, i.e. it can
be invoked for all tariff lines in principle. A price-based and a volume-based SSM
shall be available. In no circumstances may any product be, however, subject to the
simultaneous application of price- and volume-based safeguards.

As regards the volume-based SSM, it shall be applied on the basis of a rolling
average of imports in the preceding three-year period.

As regards the price-based SSM, it shall be applicable where the c.i.f. import price
of the shipment entering the customs territory of the developing country Member.

Developing country Members shall not normally take recourse to the price-based
SSM where the volume of imports of the products concerned in the current year is
manifestly declining, or is at a manifestly negligible level incapable of
undermining the domestic price level.

The calculation of volume or price triggers, and the application of measures in
accordance with the relevant provisions of this section, shall be on the basis of
MFN trade only.

The volume-based SSM may be maintained for a maximum period of 12 months
from the initial invocation of the measure, unless a seasonal product is involved, in
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which case the SSM shall apply for a maximum of six months or to cover the
period of actual seasonality, whichever is the longer.

The above provisions on triggers and remedies apply subject to the limitation that
the pre- Doha bound tariff is respected as the upper limit and shall prevail as such.

Although the Falconer Modalities tried to narrow the gaps between the proponents of
SSM and developed countries, it could not achieve this goal. In the negotiations, the
topic of augmentation of duties above the pre-Doha bound levels as a remedy had been
the main divisive point between negotiating groups. Developed countries strongly
opposed to the idea of increasing import duties above bound rates as remedies. In their
view, duties above pre-Doha Round bound rates would harm tariff liberalization
process. However, G-33 believed that additional duties above pre-Doha Round was the
sole viable remedy to fight against import surges (Dhar, 2016, p. 61). The issue of SSM
had been the most controversial issue during the Mini Ministerial in July 2008. Rev.4
Modalities which had been adopted in 6 December 2008 constitutes the main text for
the agriculture negotiations. These modalities contain comprehensive and detailed
provisions for SSM. In this text, SSM was under the title of special and differential
treatment of market access part. Rev.4 Modalities had significant similarities with the
Falconer Modalities. Rev.4 modalities include technical details on SSM. (For Rev.4
Modalities, see Appendix 3, WTO,TN/AG/W/4/Rev.4, 2008, p.24- 26).

Rev.4 modalities provide a flexibility for the rule which prohibits imposing additional
duties above pre-Doha bound rates. Benefiting from this flexibility depends upon
meeting some conditions. These conditions vary on the basis of country status.
Developing countries, LDCs and Small and Vulnerable Economies should meet

different conditions in order to use the flexibility.

Rev.4 is a milestone for WTO agriculture negotiations. Due to its comprehensive
coverage of S&DT provisions, Rev.4 constitutes a basis in WTO agriculture
negotiations particularly for developing countries. Between 2010 and 2012, Rev.4
modalities’ provisions constituted the main text for agriculture negotiations (Ensari,
2015, p. 41).
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However, developed countries particularly the United States opposed to negotiate on
the basis of Rev.4 modalities. From developed countries’ perspectives, Rev.4
modalities which contains some flexibilities for developing countries (such as SSM) is

not ambitious in terms of market access expectations.

Group/Countries Position In the Negotiations

G-33 e underlines that developing countries need a SSM protection
that is effective and easy to implement against high levels of
domestic supports and export subsidies provided by developed
countries for agriculture.

e advocates that remedies (additional tariffs to be implemented
under SSM) should exceed pre-Doha (Uruguay Round period)
bound rates so that SSM can function effectively.

Developed Countries

e asserts that additional tariffs to be implemented under SSM
should be limited by pre-Doha bound rates.

e advocates that additional tariffs exceeding pre-Doha bound
rates will have negative consequences on tariff liberalization.

Table 2: Negotiation Positions In SSM Negotiations

Since 2014, G-33 accelerated its efforts to achieve concrete outcomes in development
issues such as SSM negotiations. In this period, G-33’s efforts concentrated on

revitalization of the issue of SSM in agriculture negotiations.

G-33 submitted a proposal on SSM in July 2014. In this proposal, G-33 offered more
moderate volume and price triggers than those of the earliest proposals. In G-33’s
paper, lower additional duties were determined under different thresholds of volume-
based SSM (Ortiz & Hepburn, 2016, p.61). In this submission of G-33, the triggers and
remedies suggested were the same with the Falconer modalities’ proposal. It is
important to note, G-33 underlined that it was ready to negotiate flexible triggers and

remedies.

G-33 tried to put SSM in the negotiating package of Nairobi Ministerial Conference
held in 2015. G-33 accelerated its efforts to have a negotiating package with SSM

which has no linkage with additional concessions in market access pillar.

In the negotiations held prior to the Nairobi Ministerial, developed countries especially

European Union and the United States strongly opposed to an agreement including
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SSM without tariff reduction in market access pillar of agriculture negotiations
(https://www.wto.org/english/news_e/news17_e/agng_19jull7_e.htm, 17 April 2019).

G-33 adopted a negotiation strategy so that a SSM with low level of ambition could be
accepted in Nairobi Ministerial Conference. To that end, G-33 submitted proposals
which take into consideration the concerns of developed countries. We witnessed that
G-33 tabled a new submission just a couple of days before the Nairobi Ministerial. In
this paper, G-33 suggested a Ministerial Decision making an amendment in the A0A so
that SSM could be included (WTO, JOB/AG/65, p.2). With this submission, G-33
wanted to show that it was eager to negotiate three main components of SSM, namely
the extent of products, the volume and price triggers and the remedies (Ortiz &
Hepburn, 2016, p.62).

G-33’s efforts were rewarded by adoption of a Ministerial Decision on SSM at Nairobi

Ministerial Conference. This decision will also be touched upon in this chapter.

After the adoption of Nairobi Ministerial Decision on SSM, two camps of SSM
negotiations, namely developed and developing countries preserved their negotiating

positions.
3.3.2. The Analysis of the Concept of Special Products

Developing countries’ request for special products (SPs) is justified with the view that
trade liberalisation might cause negative impacts on food and livelihood security and
rural development. SPs like SSM was designed as an instrument under the concept of
S&DT of agriculture negotiations. The main motivation of designating SPs is
safeguarding the rural populations of developing countries against the potential negative
effects stemming from trade liberalisation (ICTSD, 2005, p.4). Thanks to the concept of
SPs, developing countries will be given the right to indicate some products on the basis
of their needs for food and livelihood security or rural development. These products will
have the exemption from tariff reduction or minimal tariff cuts over a longer transition
period (Laborde& Martin, 2002, p. 23). It would not be possible to compete for these
products which are produced generally by small-scale farmers under liberal market
conditions without the protection (ICTSD, 2005, p.4).


https://www.wto.org/english/news_e/news17_e/agng_19jul17_e.htm
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It is widely accepted that small-scale farmers constitute a large percentage of
developing countries’ rural populations. Protecting these farmers is the main objective
of SPs. From the perspective of developing countries, the concepts of food and
livelihood security, rural development and trade liberalization are closely
interconnected (ICTSD, 2005, p.6). With respect to livelihood security, developing
countries underlined that agriculture is the main employer in their economies. They
stressed that large numbers of small-scale farmers have restricted employment
opportunities. Thus, developing countries alleged that agriculture remains the only
viable livelihood source (Hoda, 2005, p.6).

Large share of rural populations in developing countries operate in agriculture sector.
Thus, agriculture is the main source of developing countries’ GDP. Therefore, vibrant
agricultural activity plays an important role in rural development. It is important to note
that rural development plays a crucial role in poverty alleviation efforts. Trade
liberalization can contribute a lot to solve the problem of underdevelopment and
poverty. But, further liberalization under the trading environment which is shaped by
highly subsidization and massive distortions may create the opposite effect for
developing countries (ICTSD, 2005, p.7).

Most developing countries have a large amount of undernourished people. Therefore,
food security is an important issue for them. No doubt, food security concept has
evolved over time. Food security formerly meaned self-sufficieny in the production of
foodstuffs (Hoda, 2005, p.5). Due to the expansion of world trade, food security
concerns had been transformed and people’s access to food became the indicator for
food security (ICTSD, 2005, p.8). Low trade barriers made food imports the primary
source of food security. However, the availability of imported food through commercial
imports entails risks for particularly for poor countries. Because few commodities
whose prices are highly volatile and have declining trend in long-term constitute the
main elements of poor countries’ exportation (ICTSD, 2005, p.8). Although developing
countries try to diversify their exports, large proportion of their exports still comprise
traditional export products such as raw materials. This reality causes uncertainty about
the sufficiency and stability of their exports to afford food imports (Hoda, 2005, p. 5). It

is another problem that international commodity markets are highly volatile. Therefore,



77

dependence on food imports makes domestic market more vulnerable to international
price fluctuations (ICTSD, 2005, p.8). Under these circumstances, food security needs

to achieved especially for developing countries.

As discussed earlier in this thesis, Doha Ministerial Declaration made several
commitments to support development processes of developing countries. Doha
Ministerial Declaration’s paragraph 13 is a clear example of this reality. We can assert
that paragraph 13 provides an important mandate for SPs’ negotiations. The General
Council Decisions of July 2004 reiterated the commitment of Doha Ministerial
Conference. These decisions reiterates the commitment “to fulfilling the development
dimension of the DDA which places the interests of developing and least-developed
countries at the heart of the Doha Work Programme”(WTO, WT/L/579, 2004, p.1).

The July 2004 General Council Decisions state (WTO, WT/L/579, 2004, paragraph 41):

Developing country Members will have the flexibility to designate an appropriate
number of products as Special Products, based on criteria of food security,
livelihood security and rural development needs. These products will be eligible
for more flexible treatment. The criteria and treatment of these products will be
further specified during the negotiation phase and will recognize the fundamental
importance of Special Products to developing countries.

The Hong Kong Ministerial Declaration stated in 2005 (WTO,WT/MIN (05)/DEC,
2005, p.):
Developing country Members will have the flexibility to self-designate an

appropriate number of tariff lines as Special Products guided by indicators based
on the criteria of food security, livelihood security and rural development.

There are basic differences between the July 2004 General Council Decisions and the
Hong Kong Ministerial Declaration of 2005. The latter text included the flexibility for
designating the products (self-designation), specific number of tariff lines and reference
to SPs’ indicators (Morison &Sarris, 2007, p.148). The association of the designation
of SPs with improving food security, livelihood security and rural development was the
core message given by 2005 Hong Kong Ministerial Declaration. In this document, it
was also underlined that the identification of SPs should be discussed on the basis of a

development friendly and comprehensive approach
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(https://www.wto.org/english/thewto _e/minist_e/min05_e/final_text_e.htm, 30 August
2019).

The modalities of SPs which belong to the market access pillar of agriculture
negotiations are perceived as S&DT provisions for developing countries. SPs as an
instrument of S&DT reflect the development side of WTO agriculture negotiations.
Direct linkage with three dimensions of development which are food security,
livelihood security and rural development established by SPs gained them unique
feature among current modalities (Morison &Sarris, 2007, p.149). In addition, the
modalities of SPs give a chance to developing countries for linking their trade and
development policies (Morison &Sarris, 2007, p.149). It is essential to emphasize that
the identification process of SPs sees products as a part of development plans. Thus,
SPs can be accepted as instruments underpinning diversification, supporting the

economic activities of rural areas.

The modality of SPs is an important instrument allowing developing countries to
implement policies flexibly so that development concerns can be promoted. Food
security, livelihood security and rural development constitute three building blocks of

this modality. The definitions of these building blocks of SPs were presented below.

According to FAO’s definition, “Food security exists when all people, at all times, have
physical and economic access to sufficient, safe and nutritious food to meet their dietary

needs and food preferences for an active and healthy life”.

Having the sufficient and sustainable access to income and other resources required to
meet basic needs can be determined as livelihood security (Morison &Sarris, 2007,
p.156). Within this definition, there are having sufficient access to food, potable water,

health institutions, opportunities for education and social integration.

Rural development is a process which influences the well-being of rural people.
Maintaining basic needs and services (such as access to food, water supply, health
services, basic infrastructure etc.) and the education of human capital are included in the
concept of rural development (Scoones, 2009, p. 172). Rural development also contains

the activities reducing the vulnerability of the agricultural sector.


https://www.wto.org/english/thewto_e/minist_e/min05_e/final_text_e.htm
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The designation of SPs by developing countries has the possibility to encounter an
opposition from some members, especially developed ones. The flexibility of SPs can
be considered as an instrument for protectionism or opposition to trade liberalization
(Ford, Koroma, Yanoma& Kbhaira, 2005, n.p.). However, SPs should be seen as a
mechanism providing room for developing countries to meet their development needs

which might not be achieved by trade liberalisation.

In designation of SPs, members should take into consideration some indicators. Rev.4
document which is the main document in WTO agriculture negotiations determines
these indicators. Rev.4 which had been adopted in 2008 states (WTO,
TN/AG/WI/4/Rev.4, 2008, p.23):

Developing country Members shall be entitled to self-designate Special Products
guided by indicators based on the criteria of food security, livelihood security and
rural development. There shall be 12 per cent of tariff lines available for self-
designation as Special Products. Up to 5 per cent of lines may have no cut. The
overall average cut shall, in any case, be 11 percent.

Rev.4 presented the indicators for the designation of SPs (For Rev.4 Modalities, see
Appendix 4, WTO, TN/AG/WI/4/Rev.4, 2008, p.55-56). The indicators included in
Rev.4 aim to simplify the determination of SPs. Food security, livelihood security and
rural development are the core criteria used for the identification of SPs. Developing
countries need a comprehensive approach and building SPs into development and
agriculture sector for the designation of SPs. To this end, commodity development plans

are also important (Deep Ford, Koroma, Yanoma & Khaira, 2007, p.153).

The issue of SPs is still discussed under market access pillar of agriculture negotiations.
Member countries’ divergences continue to exist in the negotiations. Developed
countries demonstrate the unwillingness to give this flexibility to developing countries
without moving forward market access negotiations. However, developing countries
oppose the foundation of a link between SPs and market access pillar of agriculture
negotiations. In developing countries’ opinion, SPs is an issue closely related with food
security, livelihood security and rural development and it should be conceived as an
instrument of S&DT.
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3.4. WORLD TRADE ORGANIZATION NAIROBI MINISTERIAL
DECISIONS ON AGRICULTURE

3.4.1. Ministerial Decision on Export Competition

At the Nairobi Ministerial Conference held in 2015, agricultural export subsidies were
abolished. Export credits, international food aid and exporting state trading enterprises
constitute the other elements of Ministerial Decision on Export Competition. Within the
framework of WTO agriculture negotiations, these four issues are named as “export

competition” (https://www.wto.org/english/thewto_e/minist_e/mc10_e/briefing_notes_e

/brief_agriculture_e.htm#exportcompetition, 26 April 2019).

This historic decision fully eliminated every form of agricultural export subsidies and
plays a fundamental role in reforming agricultural trade. With this decision, members
undertook the commitment not to implement trade-distorting export subsidies. Farmers
in poor countries are the group that will benefit mostly from this decision. Because they
are in a disadvantaged position due to rich countries’ subsidized exports.

(https://www.wto.org/english/thewto e/minist e/mc10 e/briefing notes e/brief agricul

ture_e.htm#exportcompetition, 26 April 2019).

Export competition has been one of the most challenging issues of the WTOQO’s
agricultural negotiations. The abolition of all forms of agricultural export subsidies is
also one of the UN Sustainable Development Goals. We observed the proliferation of
export subsidies in the years before the Uruguay Round. Thus, this issue was at the
centre of Uruguay Round negotiations and it preserved its importance in the WTO for
the subsequent years.

(https://www.wto.org/english/thewto e/minist e/mcl10 e/briefing notes e/brief agricul

ture_e.htm#exportcompetition, 27 April 2019). Thus, Nairobi Ministerial Decision is a

milestone for fully eliminating all forms of export subsidies in agricultural trade.
Besides, this decision constitutes the only concrete multilateral outcome on agriculture

since Doha Round was initiated in 2001.

According to the Ministerial Decision on Export Competition, developed countries

immediately abolished export subsidies, but they were given a flexibility not to


https://www.wto.org/english/thewto_e/minist_e/mc10_e/briefing_notes_e/brief_agriculture_e.htm#exportcompetition
https://www.wto.org/english/thewto_e/minist_e/mc10_e/briefing_notes_e/brief_agriculture_e.htm#exportcompetition
https://www.wto.org/english/thewto_e/minist_e/mc10_e/briefing_notes_e/brief_agriculture_e.htm#exportcompetition
https://www.wto.org/english/thewto_e/minist_e/mc10_e/briefing_notes_e/brief_agriculture_e.htm#exportcompetition
https://www.wto.org/english/thewto_e/minist_e/mc10_e/briefing_notes_e/brief_agriculture_e.htm#exportcompetition
https://www.wto.org/english/thewto_e/minist_e/mc10_e/briefing_notes_e/brief_agriculture_e.htm#exportcompetition

81

eliminate the subsidies for a group of agriculture products. The decision gave three
years to developing countries for eliminating agricultural export subsidies and they were
required to abolish them by 2018 (WTO, WT/MIN (15)/45, 2015, p.2). Nairobi
Ministerial Decision includes additional S&DT provisions for developing countries.
They were given the right to provide their export subsidies for some products until 2022
on the basis of some criteria. In addition to this privilege, developing countries will
have the flexibility of providing agricultural export subsidies to afford marketing and
transport costs until the end of 2023. The poorest and food-importing developing
countries will have extra time to abolish their export subsidies (WTO, WT/MIN
(15)/45, 2015, p.2).

As indicated above, Nairobi Ministerial Decision on Export Competition contains
S&DT provisions for developing countries. The decision authorizes developing
countries to abolish their export subsidies on agricultural products in a longer time
period. Therefore, this decision is also an important sign demonstrating that the needs

and concerns of developing countries are taken into account by the WTO.

3.4.2. Ministerial Decision on Special Safeguard Mechanism For Developing

Countries
This Ministerial Decision states as follows:

The developing country Members will have the right to have recourse to a special
safeguard mechanism (SSM) as envisaged under paragraph 7 of the Hong Kong
Ministerial Declaration.

To pursue negotiations on an SSM for developing country Members in dedicated
sessions of the Committee on Agriculture in Special Session ("CoA SS").

The General Council shall regularly review progress in these negotiations.

Nairobi Ministerial Decision does not include any technical detail on SSM. However,
this decision is important since it provides a political mandate from Ministers on SSM.
In accordance with the Nairobi Ministerial, the negotiations on SSM is being pursued in
dedicated sessions of COASS. There is no any progress in SSM negotiations. G-33
demands that SSM as a S&DT provision should be given to developing countries

against import peaks and price volatilities. The exporters of agricultural products such
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as European Union and the United States reiterate their position that SSM should not be
established without achieving an outcome on market access pillar of the WTO
agriculture negotiations (JOB/AG/163, 2019,p.9).

Evaluations

S&DT has been one of the most crucial concepts in the multilateral trading system.
S&DT has been successfully applied into trade rules, principles thanks to the WTQO’s
policies adapted to special needs of developing and least-developed countries. These
countries are positioned in a privileged category under the WTQ’s rules. As a clear
indication of this, different forms of S&DT provisions are included in the WTO
agreements. These provisions targeted to help developing countries to participate into
the international trade and protect them from the negative impacts of trade

liberalization.

Like the other WTO agreements, the WTQO’s AoA includes S&DT provisions for
developing and least-developed countries. We can observe these provisions in all three
pillars of the WTO’s AoA, namely, market access, domestic support and export
competition. These provisions help to alleviate the negative consequences of trade
liberalization on developing and least-developed countries. Apart from these privileged
provisions embedded in AoA, additional S&DT flexibilities are under negotiation in the
WTO.

SSM and SPs are the most important flexibilities negotiated under market access pillar
of the WTO agriculture negotiations. Both of them have long history of negotiation in
the WTO. SSM is a mechanism designed for developing countries and it will allow
them to protect their agricultural sector from import surges and price declines. The
flexibility of SPs will permit developing countries to designate a group of products that
will be exempt from tariff reduction or subject to lower levels of reduction. Developing
countries can designate these types of products on the basis of three criteria, namely

food security, livelihood security and rural development.

Although these two flexibilities are still under the negotiation, crucial Ministerial

Decisions were adopted and important negotiation modalities were accepted on these
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two issues. As a clear indication of fact that S&DT is still an integral part of the WTQO’s
work, the WTQO’s historic decision on Export Competition has S&DT provisions and
the Nairobi Ministerial Decision on SSM provided a strong mandate for the conclusion
of SSM negotiations. In light of this analysis of the place of S&DT in the WTO’s
agriculture negotiations, it will not wrong to claim that the WTO takes into

consideration the needs and concerns of developing countries.
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CONCLUSION

The theoretical roots of the establishment of the WTO can be found in neo-liberal
institutionalism. From the perspective of neo-liberal institutionalists, international
institutions contribute to advance cooperation and to alleviate the lack of trust between
states. The other key features of international institutions is providing a flow of

information and a forum for negotiation between states.

It is important to underline that neo-liberal institutionalism argues that international
organizations are efficient in the areas where states have mutual interests such as open
and free trade. Thus, neo-liberal institutionalism as the theory of international
organizations focuses its studies on the issues where states can cooperate around mutual
interests. Topics of global governance, the foundation and provision of institutions

constitute the current study areas of neo-liberal institutionalist scholars.

After the Second World War, international organizations were established to ease
cooperation in the global economy. Bretton Woods system was a product of liberal
economic theories based on an open and competitive international economy. The
establishment of three institutions of a new world economic order was a historic step.
One of the three agents of Bretton Woods system was the GATT whose rules governed
global trade between 1948 and 1994.

With the end of the Cold War, the assumptions and the concepts of liberal theory
acquired more importance. International institutions constitute one of these concepts. In
the aftermath of the end of the Cold War, there was a robust need to have more detailed
information about the international institutions. The centrality of international
organizations like IMF and World Bank in global economic system presents an explicit

proof of the influence of neoliberalism in the post- Cold War era.

The main concern of this study was demonstrating whether WTO has an essential role
in helping developing countries to trade. The core question for which this thesis
researched was: what is the role performed by the WTO for developing countries? This
study also tried to explore the responses of these secondary questions: Is the World

Trade Organization solely driven by the interests of Developed Countries? Do
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Developing Countries have the capability of shaping the World Trade Organization’s
negotiations and decisions? What are the flexibilities and priviliges designed for
Developing Countries under the World Trade Organization’s AoA and agriculture

negotiations?

Before providing answers for these questions, this thesis addressed the GATT’s and the
WTQ’s rules, principles, functions and decision-making procedure and AoA which is
the sole multilateral agreement regulating agricultural trade from neo-liberal
institutionalist perspective. The foundation of the WTO, the method of its negotiations,
the emergence of agreements shows parallelism with neo-liberal institutionalism’s main

assumptions.

The provisional GATT was replaced by the WTO in 1995. The WTO is one of the key
institutions of Bretton Woods System with the IMF and the World Bank. The
establishment of the WTO demonstrates the accuracy of one of the main arguments of
the neo-liberal institutionalist theorists. As neo-liberal institutionalists argue that the
experiences of old international institutions have a significant role in the formation of
new ones. The WTO was built upon the GATT’s experience of administering

international trade relations.

The WTO provides a good example that demonstrates how shared interests of states can
evolve to the formation of an institution as neo-liberal institutionalist scholars argue.
Mutual interests which are trade liberalization through reduction of tariffs, the
formation of non-discriminatory international trade regime and sustainable development
united the WTQO’s member governments’ around a shared purpose and they constructed

an institutionalized cooperation in international trade area.

Today, WTO constitutes single platform for multilateral trade negotiations. The WTO is
a member-driven international organization. Member countries are the decision-makers
in the WTO. The decision-making principle of the WTO is normally consensus. The
working structure of the WTO is designed to permit its members to oversee the

implementation of legal provisions and procedures administering their trade relations.
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Decision-making principle of the WTO renders the organization distinct from the other
international organizations. The WTO with its feature of being a Member-driven,
consensus-based is a unique organization. If no Member, participating to a meeting
where a decision is taken, officially objects to the suggested decision, consensus is
reached in the WTO. Thanks to consensus principle, all members’ interests are fairly

taken into account.

Despite its uniqueness and significance in the global trading order, WTO is an
organization highly criticized particularly by opponents of globalization. From WTO
opponents’ view, WTO is a “rich man’s club” which benefits Developed Countries
more than Developing Countries. However, it is difficult to accept these allegations due

to the unique characteristics of the WTO.

The WTO members are generally grouped as “developed Members” or “developing
Members” on the basis of their level of development. Developing countries constitute
more than two thirds of the WTO membership. The needs of developing countries was
put at the centre of WTQ’s work. As a clear indication of this, one of the main functions
of the WTO is enhancing trading capability of developing countries. WTO uses the
instruments of technical assistance and capacity building so that developing countries

can take advantage of multilateral trading system.

At Doha Ministerial Conference, WTO Members emphasized that the only objective of
negotiations was not to improve trade liberalization and they placed the needs and
special situations of developing countries and LDCs at the heart of a new round of trade
negotiations. Doha Round aims the fuller integration of developing countries into

international trade through improving their trading prospects.

In Doha Ministerial Declaration, it was reaffirmed that provisions for S&DT constitute
an integral part of the WTO Agreements. The initiation of a trade negotiation round
with S&DT at its centre is a demonstration of the importance of developing countries in
the WTO’s work. Developing countries were given longer transition periods for the
implementation of their obligations by nearly all WTO agreements. In this regard, these
countries enjoy greater flexibility. Currently, there are 183 S&DT provisions covering

16 WTO agreements. The WTO Agreements’ wide coverage of S&DT provisions



87

provides an important proof of that developing countries’ concerns are taken into

account.

In the thesis, the special and differential provisions included by the AoA have been
studied. The AoA contains 13 S&DT provisions. In line with these provisions, WTO
Members should grant privileged treatment for developing country Members, LDCs and
NFIDCs. Actions which may be taken by developing countries as a result of exemptions

are also included within S&D provisions.

In the Preamble of the AoA, it is underlined that the special needs and conditions of
developing country members would be taken into consideration by developed countries
in fulfilling of commitments on market access. As a reflection of the Preamble,
developing country members make lower reductions in tariffs. According to AO0A,
developing country members had longer implementation periods of reduction

commitments.

Thanks to the special and differential provisions of AoA, some types of domestic
support and export subsidies were designed for the implementation of developing
countries. These provisions contribute to enhance the participation of developing

countries into global trade.

As a reflection of the centrality of S&DT in the WTO work, various S&DT instruments
are currently negotiated under the WTO agriculture negotiations. S&DT is one of the
more complicated issues in the WTO agriculture negotiations. In Doha Ministerial
Declaration, S&DT was not accepted merely as a concept facilitating the participation
of developing countries into the global trading system, but also as a mechanism
allowing developing countries to accomplish their food security and rural development

objectives.

SSM is a S&DT instrument that is still being negotiated in market access pillar of
agriculture negotiations. The proponents of SSM are developing countries. SSM is a
mechanism would allow developing countries to defend themselves from import peaks
and price depressions. SSM permits developing countries to impose additional tariffs

for a limited time period to protect their agriculture sector from price depressions or
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import surges. The objectives of SSM are maintaining of developing countries’ food
security and rural development and safeguarding the small scale farmers from price

volatility and import surges.

SSM has a long-lasted negotiation history. The product coverage, the levels of trigger
and remedy, the upper limit of additional tariffs are the most important controversial
issues in the negotiations. Despite these problematic issues, various Ministerial
Decisions and Declarations mandated that developing countries should have access to
SSM which is an instrument of S&DT.

Another instrument designed under the concept of S&DT of agriculture negotiations are
SPs. The main motivation of designating SPs is safeguarding the rural populations of
developing countries against the potential negative effects stemming from trade
liberalisation. Thanks to the concept of SPs, developing countries will be given the right
to indicate some products on the basis of their needs for food and livelihood security or
rural development. These products will have the exemption from tariff reduction or

minimal tariff cuts over a longer transition period.

SPs like SSM was designed as an instrument under the concept of S&DT of agriculture
negotiations. The idea behind the SPs is to protect the rural populations of developing
countries from the potential negative effects of trade liberalization. Various WTO
Ministerial Declarations and General Council Decisions had reaffirmed that developing

country Members should have the right to self-designate a group of products as SPs.

SSM and SPs are still discussed under market access pillar of agriculture negotiations.
Member countries’ divergences continue to exist in the negotiations. Developed
countries demonstrate the unwillingness to give these flexibilities to developing
countries without moving forward market access negotiations. However, developing
countries oppose the foundation of a link between SSM, SPs and market access pillar of

agriculture negotiations.

The reaffirmation of WTO Ministerial Declarations and General Council Decisions for
the designation of SSM and SPs for developing countries show the centrality of S&DT
in the WTO work. At the WTQO’s Tenth Ministerial Conference, two important
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decisions on agriculture were adopted. These are Ministerial Decisions on Export
Competition and SSM for Developing Countries. Nairobi Ministerial Decision on
Export Competition includes S&DT provisions for developing countries. Nairobi
Ministerial Decision on SSM for Developing Countries underlined that these Members
will have the right to benefit from a special safeguard mechanism. This decision is
important since it provides a political mandate from Ministers on SSM. Both of these
Ministerial Decisions demonstrate that S&DT and development are the issues which are
at the center of the WTO’s work.

As a consequence of the examination of relevant books, articles, the WTO’s
agreements, legal texts and the negotiation modalities, an important consequence
appeared in this thesis. The key conclusion of this thesis’s findings which are
summarized above is that the needs of developing countries can also lead WTO
negotiations and therefore, developing countries can make an impact on trade
negotiation outcomes. The analysis made from the dimension of the WTQ’s agriculture
negotiations in this study provides proofs demonstrating that WTO is not driven solely
by the interests of developed countries. Today, concerns about food security are
privileged by the majority of the countries. The WTO’s AoA includes instruments
helping developing countries to ensure their food, livelihood security and rural
development. From the study, it can be understood that the WTQO’s agriculture
negotiations aim to improve agricultural trade rules via taking into account challenges
faced by especially developing countries. Thus the study claims that considering WTO

only as an institution aiming trade liberalization is not true.
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APPENDIX 3. REV.4 MODALITIES ON SPECIAL SAFEGUARD
MECHANISM

The SSM shall have no a priori product limitations as to its availability, i.e. it can be
invoked for all tariff lines in principle. A price-based and a volume-based SSM shall be
available. In no circumstances may any product be, however, subject to the
simultaneous application of price — and volume-based safeguards.

As regards the volume-based SSM, it shall be applied on the basis of a rolling average
of imports in the preceding three-year period (hereafter "base imports™).

As regards the price-based SSM, it shall be applicable where the c.i.f. import price of
the shipment entering the customs territory of the developing country Member,
expressed in terms of its domestic currency falls below a trigger price equal to 85 per
cent of the average monthly MFN-sourced price for that product for the most recent

three-year period preceding the year of importation for which data are available.

The price-based SSM remedy shall apply on a shipment-by-shipment basis. The
additional duty shall not exceed 85 per cent of the difference between the import price

of the shipment concerned and the trigger price.

Developing country Members shall not normally take recourse to the price-based SSM
where the volume of imports of the products concerned in the current year is manifestly
declining, or is at a manifestly negligible level incapable of undermining the domestic

price level.

The calculation of volume or price triggers, and the application of measures in
accordance with the relevant provisions of this section, shall be on the basis of MFN

trade only.

The volume-based SSM may be maintained for a maximum period of 12 months from
the initial invocation of the measure, unless a seasonal product is involved, in which
case the SSM shall apply for a maximum of six months or to cover the period of actual

seasonality, whichever is the longer.
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The above provisions on triggers and remedies apply subject to the limitation that the

pre- Doha bound tariff is respected as the upper limit and shall prevail as such.
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APPENDIX 4. REV.4 MODALITIES ON SPECIAL PRODUCTS

The product is a staple food, or is a part of the basic food basket of the developing
country Member through, inter alia, laws and regulations, including administrative
guidelines or national development plan or policy or historical usage, or the product
contributes significantly to the nutritional or caloric intake of the population.

A significant proportion of the domestic consumption of the product in its natural,
unprocessed or processed form, in a particular region or at a national level, is met

through domestic production in the developing country Member concerned.

Domestic consumption of the product in the developing country Member is significant
in relation to total world exports of that product; or a significant proportion of total

world exports of the product are accounted for by the largest exporting country.

A significant proportion of the total domestic production of the product in a particular
region or at the national level is produced on farms or operational land holdings of up to
and including 10 hectares, or is produced on farm or operational land holdings which
are of a size equal to or less than the average farm size of the developing country
Member concerned, or a significant proportion of the farms or operational land holdings
producing the product are up to and including 10 hectares in size or of the average farm

size or less of the developing country Member concerned.

A significant proportion of the total agricultural population or rural labour force, in a

particular region or at the national level, is employed in the production of the product.

A significant proportion of the producers of the product, in a particular region or at the
national level, are low income, resource poor, or subsistence farmers, including
disadvantaged or vulnerable communities and women or a significant proportion of the
domestic production of the product is produced in disadvantaged regions and areas

including, inter alia, droughtprone or hilly or mountainous regions.

A significant proportion of the total value of agricultural production or agricultural
income of households, in a particular region or at the national level, is derived from the

production of the product.
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A relatively low proportion of the product is processed in the developing country
Member as compared to the world average; or the product contributes a relatively high
proportion to value addition in the rural areas, in a particular region or at the national
level, through its linkages to non-farm rural economic activities, including handicrafts

and cottage industries or any other form of rural value addition.

A significant proportion of the agricultural customs tariff revenue is derived from the
product in a developing country Member.

A significant proportion of the total food expenditure, or of the total income, of
households in a particular region or at the national level in the developing country

Member concerned, is spent on the product.

The product in respect of which product specific AMS or blue box support has been
notified by any WTO Member and which has been exported by that notifying Member

during any year from 1995 to the starting date of the implementation of Doha Round.

The productivity per worker or per hectare of the product in the developing country
Member, in a particular region or at the national level, is relatively low as compared to

the average productivity in the world.



