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Introduction

The general agreement on tariffs and trade GATThas been a cornerstone of international commerce for more

than seven decades. Born out of the desire to rebuild a war �torn world, it set the stage for a predictable, rules �based

trading system that would evolve into the modern World Trade Organization. Understanding GATT’s history,

objectives, and enduring influence is essential for anyone studying global trade dynamics, whether they are

policymakers, economists, or business leaders.

What Is GATT?

GATT, or the General Agreement on Tariffs and Trade, is a multilateral treaty that governs international trade in

goods. Adopted in 1947, it established a framework for tariff reductions, non �discrimination, and dispute resolution

among its member countries. While it was not a formal organization, GATT functioned as a set of rules and a forum

for negotiations that eventually led to the creation of the World Trade Organization (WTO) in 1995.

Historical Background

Origins of GATT

In the aftermath of World War II, the global community recognized that protectionist policies had contributed to

economic hardship and conflict. The International Trade Organization (ITO) was proposed as a comprehensive

body to regulate trade, but political disagreements stalled its creation. In 1947, the United Nations General

Assembly adopted GATT as a provisional agreement to fill the void left by the ITO’s failure.

Key Milestones

1.  1947 – First GATT Round: The initial set of negotiations focused on tariff cuts and the elimination of non �tariff 

barriers.

2.  1960 – Third Round (Kennedy Round): Significant progress on tariff reductions and the introduction of the 

“Most Favoured Nation” (MFN) principle.

3.  1973 – Fourth Round (Tokyo Round): Expanded scope to include services and intellectual property.

4.  1994 – Sixth Round (Singapore Round): Paved the way for the WTO, incorporating modern trade issues like 

e �commerce.

Objectives and Principles

Principle of Non �Discrimination

GATT’s cornerstone is the MFN principle, which ensures that a tariff concession granted to one member must be

extended to all. This promotes fairness and reduces the risk of discriminatory trade practices.

Transparency and Predictability

By requiring members to publish tariff schedules and trade statistics, GATT increased market transparency,

allowing businesses to make informed decisions and reducing the likelihood of sudden policy shifts.

Trade Liberalization



GATT’s primary goal was to lower trade barriers through negotiated tariff cuts. Over successive rounds, global tariff

rates fell from an average of 17% in 1947 to below 5% by the mid �1990s.

The Role of GATT in Global Trade

Dispute Settlement Mechanism

GATT introduced a structured process for resolving trade disputes. Panels of experts reviewed cases, and their

rulings were binding, creating a credible enforcement mechanism that bolstered trust among members.

Impact on Developing Nations

While the agreement primarily benefited industrialized economies, it also offered developing countries opportunities

to access new markets and integrate into the global economy. Special and differential treatment provisions allowed

them to implement tariff cuts at a slower pace.

Relationship with the World Trade Organization (WTO)

GATT’s framework laid the groundwork for the WTO. When the WTO was established in 1995, GATT became its

legal foundation, and its provisions were incorporated into the WTO’s agreements.

Key Agreements Under GATT

GATT 1947 (First Round)

Focused on reducing tariffs and eliminating non �tariff barriers. It established the MFN principle and set the stage for

future negotiations.

GATT 1955 (Second Round)

Introduced the concept of “special and differential treatment” for developing countries and addressed agricultural

subsidies.

GATT 1960 (Third Round)

Known as the Kennedy Round, it achieved significant tariff reductions and introduced the “most favoured nation”

rule across all member states.

GATT 1973 (Fourth Round)

Expanded the agreement’s scope to include services, intellectual property, and non �tariff barriers such as quotas

and licensing requirements.

GATT 1986 (Fifth Round)

Focused on the harmonization of customs procedures and the reduction of non �tariff barriers, especially in the area

of technical regulations.

GATT 1994 (Sixth Round)

Known as the Singapore Round, it addressed emerging trade issues like e �commerce and set the stage for the

WTO’s creation.

Challenges and Criticisms

Trade Diversion vs. Trade Creation

Critics argue that tariff reductions can lead to trade diversion, where trade shifts from a more efficient producer to a



less efficient one due to lower tariffs, rather than creating new trade opportunities.

Complexity and Overlap with Other Agreements

As the multilateral trading system expanded, GATT’s rules began to overlap with regional trade agreements and

sector �specific arrangements, creating a complex regulatory environment.

Political and Economic Pressures

Domestic political forces often influence negotiations, leading to compromises that may undermine the agreement’s

objectives. Economic crises can also prompt protectionist measures that clash with GATT’s principles.

Future of GATT and Trade Policy

Transition to WTO

Although GATT’s formal existence ended with the WTO’s inception, its legacy persists. The WTO continues to

enforce GATT principles while adapting to contemporary trade realities.

Emerging Trade Issues

New challenges such as climate change, digital trade, and supply chain resilience are reshaping trade policy.

These issues require updated rules that go beyond GATT’s original scope.

Digital Trade, E �Commerce, and Services

Digital commerce has become a significant portion of global trade, demanding new regulatory frameworks. The

WTO’s Digital Economy Agreement, for instance, builds upon GATT’s foundation to address data flows and

cyber �security.

Conclusion

The general agreement on tariffs and trade GATThas played a pivotal role in shaping the modern world’s

trading system. From its post �war origins to its transformation into the WTO, GATT established the principles of

non �discrimination, transparency, and dispute resolution that continue to guide international trade. While it faces

criticism and adaptation challenges, its legacy endures in the rules that govern global commerce today.

Understanding GATT’s history and impact is essential for anyone navigating the evolving landscape of international

trade.
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