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[rade 18 an cconomic §1L.‘l|v11y which helps to

aethen cconomic condition along with human
‘\"1% [llli‘ms. Trade may take place within the nation
l:r i‘\'cn outside the nation. International trade is
:mthiﬂg put trade takes pl.acc hclwccp different
qations of the world. Tt brmgs.lhc nations closer
and helps consumers to enjoy and ripe the
penefits of variety of goods. Usually there are
situations which may lcad to disputes between
{he nations n relation to trade and violation of
irfade related contracts.

Formulation of international body to
regulate trade

There must be proper regulation of trade and
a body should act as controlling mechanism of
international trade. Every nation has its own rules
and regulations in relation to trading activity,
but some may be flexible and some others are
rigid in nature. The beginning of the 19" century
witnessed free trade and less protectionism,
but by the end of the century, the independent
countries adopted protectionist policies by
moving away from free trade policy.”

By the year of 1920, outside Europe, in the
UK, Netherlands, Belgium and Scandinavian
countries, prohibitions, quantitative restrictions
andexchange controls had largely disappeared. In
Central and South Eastern European stales, non-
tariff barriers were dismantled more slowly with
relapses. The Economic Committee of League
of Nations convened the Brussels Conference
in 1920 for the purpose to recommend for the
abolition of artificial restrictions on international
rade and restoration of pre-war trading. This
Confer_cncc resulted in achieving two major works
:‘zt“‘t‘i‘;‘:;ﬂin an order in international cconomic
o B Firstly, a preccdc.:nt and an c?;ample
imcmmr: alllempts at tzmlulatera.l solutions of
Rars: (‘)Fa [ﬁvroblcms.‘bccondly, it formulated a
on Goye precepts which later f:x’erted influence

emments and expert opinions.’ After the
\

A BIRDS EYE VIEW ON HISTORICAL FRAMEWORK OF THE
) TRADE ORGANISATION AND ITS DISPUTE SETTLEMENT
MECHANISM

Smt. Shubhalakshmi P,

sccond World War, there was a universal feeling
that political sccurity couldn’t be separated from
international cconomic and financial stability, so
the US took initiative which culminated in the
Atlantic Conference of 194].

The Atlantic Conference released as Atlantic
Charter regarded as its application is universal in
nature, and states that every nation has a right to
expect that its legitimate trade will notbe diverted
or suppressed by towering tariffs, preferences,
discriminations or narrow bilateral practices. An
undertaking to promote mutually advantageous
cconomic relations and the betterment of world
economic relations were stated in an agreement
called Mutual Aid Agreement signed between
the US and the UK in 1942. The objectives of
this agreement were inter alia the elimination
of all discriminatory treatment in international
commerce and the reduction of tariffs and other
trade barriers.*

The Anglo-American financial collaboration
progressed by the beginning of 1943, further
taking the shape of the White and Keynes plan.
The White plan originated in the US and Keynes
plan in the UK, but these plans were designed to
facilitate the achievement of balance of payment
equilibrium in an international environment
of multilateral trade and even to achicve full

employment within the nation.®

Whites and Keynes plan led for the
establishment of two prominent institutions
in international level likc the International
Monctary Fund (IMF), and the International
Bank for Reconstruction and Development
commonly known as World Bank *

International Trade Organisation

The Second World War has disastrous ctiect
on the economy of Great Britain and its allics and
in the process of extending support to them for
their participation in the war, the US cconomy
also hit hard. It led the US to pursue International
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Havana 1n March 19481t d not vote
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4 But at the same time, General /\gru,lm1
on Tanff and Trade (GATT) remained as onty
multilateral instrument governing imk‘"““‘f’“‘”
irade from 1938 until the establishment of World
Trade Organisation (WTO).

General Agreement on Tariff and Trade

The idea of GATT grew out of the US
administration i the interwar years the phase in
which the imereasing strength of the US in the
werld economy was getting clearly manifest. In
1945, bilateral negotiations took place between
two world powers, the US and Bntain, in which
forms and functions of the stitutions that was
to govern world trade was laid down'. As the
ITO &d not matenalise, countries desirous
of hbcrah.xuuun came buck to GATT, where
major decisions were taken by the
commitiee of contracting parties',

e ]
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apreed at
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basic purposes of the GATT can be underyyes
through its various Articles and the textwhich
divided in to four parts.tfIn the year 1963, ps
IV was added, which gives prominence to le,
developed countries.'.
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Dispute Mechanism under

GATT

The General Agreement contains ma,
provisions designed to resolve trade dispuis
between its contracting parties. Most of the
provide for consultations between the contract?
partics. If the partics are unable to setile te?
differences through negotiations, they ma (5
o GATT Article XXI1I, which was GATH
basic dispute settlement mechanism ' N
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!iut as time passed away, the membership &
m.crt,':“cd and factors that had resulted Ii"-‘““i
of dispute settlement System carlier, dmﬂm’b
eradually. It has reached unsausfactory comd™*

alter ten years of its establishment 3
There are cenain reasons which led L‘L;'
decay are tirstly, the formation and \"‘P“ml:; d
-Uropeun Community diverted the ~‘““‘mf.."-
El(i: I;]ll‘r()pc;m countrics whieh had I?"fj"\“ ¢
CUve in using the dispute ™

Syste 5
y.\l.un. Secondly,
“enculre, ;

*netly enf,

e

nrov it
I

certam G
lc}hh—'*\t‘ml wafeguards “' P
‘¢$¥£;45;“3'J\qll‘l ol 1l

3
. Ny

. e e

.g
i
i
!5‘
b
)

nttutional med
represented in ey
for dispute adjud

OATT
ways. The GAH
silement mea

Sysd

"’

Nt -

“avs, and alsg”

Measures as !

disputes 1 the s
The GAD

|
a5 hcct“nc a



] N
an N 7 }
1‘|';\':"’-". geveloped 2 mentality that no GATT
"oy '_"’{ chould be strictly enforced. So,
4 n&:,q nGr\TT for the settlement of dispute

_‘;" ;v,_,q‘ lyio ;'si.nappmpnmc' Thirdly, the emergence
o (] .
- Iy, » ’ FC as superpowers chanyged

iy, and the EC

L 1 oo il “from 2n organisalion dominated by the
‘QL,;" - - {p an orgamsation dominated by three
m,;:i’. B ewly emerged powers wcrﬁcp interested

w»(,,_,:;‘lw “w model for dispute scu.lcmc{n.
e rh”l : . piggest default of GATT was that,
.u“;‘_rc gvemments of the mduslr‘xal countries
g ’A"grr“q mnated the admimistration of GATT. In fact,
¢ cl(jl._: ihe developing countries were left out of the
ghr i stream of the GATT system and no serious

< were made to try (o build up a special
of rules appropriatc to their needs and
sing circumstznces' .

' oihé: than these. absence of Institutional
, \achinery was also a cause for its downfall. Even
.m:' - ' the GATT was formulated on temporary
; to look after international trade issues, it
the world’s trading organisation as ITO
t come 1n to force. The zbsence of this
itional mechanism reflected in its legacy is
> " d in the 2bsence of zn institutionz] too!
15 many for dispute adjudication 100 7.
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T .

TT system was mis d in various
. The GATT was used by invoking dispute
ment measures frequently in the early
nd 2lso misused by relying on unilaterzal
aeasures as well 2s misused by bringing politiczl
@ispotes to the GATT forum=.

g : GATT dispute settiement machinery
b2 G 4 : ome a platform to initiate unnecessary
: . between the countries. Even though

genuine grievance, countries starizd

-

) .,»-':*: their steps back to go for dispute
i ent body because once a country files a

plaint then country will become target for

o

on 1ts other policies.
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