Introduction

The World Trade Organization (WTO) is an international organization most popularly associated with the anti-globalization movement. It has been at the receiving end of condemnation and criticism by protestors and activists which surprised the world in 1999 at the WTO meeting in Seattle. This paper however, will focus on the WTO as an international organization and its relation to two theories of international relations, neoliberal institutionalism and realism. This paper will demonstrate that the realist assumptions of the primacy of states as actors on the international scene as well as power politics and the limitations of cooperation among states are very much a part of the WTO. 

This paper will begin by explaining the history, structure and objectives of the WTO. It will continue by explaining the theories of neoliberal institutionalism and realism and their outlook towards international organizations. The following sections will examine the WTO and its consistency with each of those theories, and contend that realist assumptions regarding international organizations are present as obstacles hindering the advancement of the WTO and its objectives. 
The World Trade Organization 

History of the WTO
Though the WTO only came in to existence in 1995 its roots can be traced to the famous meeting place in New Hampshire where the Allied powers gathered near the end of World war II in 1944. A plan for an international economic system to be supported by international organizations was drafted at Bretton Woods in the hopes to prevent another great depression and devastating war.  Economists from the United States and Britain understood that international organizations would be beneficial in helping countries with balance of payments difficulties, providing stable exchange rates, economic assistance, as well as in lowering trade barriers.  An international monetary system administered by an international organization was required if states were to renew their economies and live in peace.
 This is where the International Monetary Fund (IMF) as well as the International Bank for Reconstruction and Development (World Bank) were formed. However another institution, the International Trade Organization (ITO) was never realized because it was not ratified mostly due to political opposition in the United States.
 

As an alternative to the ITO the less ambitious and temporary General Agreement on Tariffs and Trade (GATT) was formed in 1947.
 The GATT lacked a treaty structure so states were only considered “contracting parties” instead of members but it nevertheless made progress in the liberalization of trade.
 The first GATT negotiation, the Geneva Round consisted of 23 countries and was considered the most successful as it reduced industrial tariff levels by almost 20 percent, the following four rounds were not as successful due to political constraints and the growing number of countries joining the GATT.
  The Kennedy Round (1963-1967) was more successful as it was able to lower industrial tariffs by another 35 percent but major difficulties remained in liberalizing agricultural trade.
 The Tokyo Round (1973-1979) had many difficulties, as the number of contracting parties grew, it became evermore difficult for countries to agree and comply with various codes. While countries were following the GATT in principle in practice they would pick and choose the codes they would observe.
  The Uruguay Round (1986-1994) formed to promote  greater  multilateral  liberalization in new items such as agriculture, textiles, services, and intellectual property rights.
 

The WTO was formed in 1995 as a formal trade organization as part of the closing agreements of the Uruguay Round.
 It’s founding is considered noteworthy as it is the sister institution of the IMF and World Bank which were formed 50 years prior.
 The WTO integrated the GATT negotiations as well as the newly formed agreements in services and intellectual property through the General Agreement on Trade and Services (GATS) and the Agreement on Trade-Related Aspects of Intellectual Property Rights (TRIPS).
 Furthermore, since the WTO is a formal treaty based organization all of its provisions have to be accepted as a whole by all members.
  The next section will discuss the structure and objectives of the WTO.
Structure and objectives of the WTO

The WTO is made up of member states, presently there are 148 members in the WTO.
 It is the only international trade organization which deals with the rules of trade between states.
 It is based on trade agreements which are negotiated and signed by member states, which are then ratified in their respective legislatures.
 Multilateral agreements formed in the WTO are legally binding under international law on all member states.
 
  The WTO has a small secretariat of 500 people and a director-general with limited powers who is basically “a broker who through personal and political skills tries to build a consensus for free trade.”
 The decision making body of the WTO is the Ministerial Conference where representatives from member states meet at least every two years. The WTO is a one- state one- vote organization however decisions are generally made by consensus.
 In principle each member can block consensus, and introduce proposals etc. informally however, the most powerful states have the political clout in influencing agenda setting.
 Two distinguishing features of the WTO  include the Trade Policy Review Mechanism (TPRM) and the Dispute Settlement Unit (DSU). The TPRM performs periodic inspection and inquiry of member states concerning their trade policies and publishes a report of their findings.
 The DSU consists of two bodies the first one is called the Dispute Settlement Body (DSB) made up of representatives from all WTO members and aims to resolve disputes diplomatically.
 When this method is ineffective ad hoc panels made up of 3 experts are chosen by the disputing parties who then make a decision.
  The second organ called the Appellate Body makes decisions on appeals against the decisions of the ad hoc panels.
 The decisions of the Appellate Body are binding if adopted by all representatives in the DSB. The Appellate body can allow member states to impose retaliatory measures against a member state found to be in violation.  
The objective of the WTO is to promote international free trade, by limiting and lowering trade restrictions and tariffs. Its functions include providing a forum for further trade liberalization negotiations, administering the Dispute Settlement Unit, and the TPRM.


The following sections will discuss two theories of international relations called neoliberal institutionalism and realism and their relevance to international organizations.
Neo-Liberal Institutionalism
Neo-Liberal Institutionalism is a theory derived from liberalism. Neoliberal institutionalism accepts the realist view that states are the main actors on the international stage, but believe that cooperation is possible among states through international organizations. Neo-liberals do not deny the existence of extreme conflict, but they do not see them as the entire or even a representative picture of world politics.
 The WTO being an international organization dealing with trade is a perfect example for neoliberal institutionalism as it promotes cooperation by reducing transaction costs and uncertainty surrounding international trade. 
Neoliberal institutionalism seeks to resolve the prisoner’s dilemma, by arguing that cooperation is possible if actors have forums such as international organizations where they could speak to each other. Since the “games” are iterated in real life situations neoliberal institutionalists contend that states use a tit-for tat strategy of reciprocating one another’s cooperation and will find the gains from cooperation mutually favorable.
 
They argue that rules of an international organization will deter actors from cheating because of the possibility of punishment, embarrassment or retaliation.  The shadow of the future created by iteration will promote cooperation and diffuse reciprocity as the costs and concerns related to relative gains balance out over time so states will be comfortable with cooperating  with each other.  Hence, neoliberal institutionalists stress the role of institutions and believe that their establishment will increase cooperation.
 
International organizations for neoliberals moderate state behavior, increase transparency among states, and accomplish what would otherwise be impossible to achieve unilaterally.
 “Thus for neolibeals institutions have an important and independent effects on interstate actions, both by providing information and framing actions…”
  
Realism
Realism is a powerful theory of international relations based on the premise that individuals are power seeking and that states are the only actors which matter in the international system. Realists contend that states are concerned with national interests and aim to maximize their power and security.
 Another important aspect of realism is its emphasis on anarchy. The international system is said to be anarchic due to the absence of a supra-state authority. Realism argues that anarchy makes the world a “self-help” system and fosters competition and conflict among states and inhibits their willingness to cooperate even when they share common interests.
 Cooperation is consequently hard to achieve and harder to maintain due to relative gains. States are reluctant to cooperate with each other for fear that their partners may benefit relatively more from them. The state who gains relatively more from cooperation increases its power, which can then be used against its partner. 

International trade for realists is a zero sum game where one state is the loser. The prisoner’s dilemma cannot be solved since states will not give away their sovereignty away to an international organization. Realists argue that international organizations will be ineffective since states need to look out for their own interests making it  impossible to always promote “good values” as a result policies of states will seem hypocritical and leave international organizations discredited.
  For realists international organizations are simply arenas where the most dominant states exert their power.
  
The next two sections of the paper will discuss the extent to which the WTO’s structure, and activities are consistent with the theories of neoliberal institutionalism and realism.
The WTO and International Cooperation 

At first glance the WTO definitely looks like the perfect example of an international organization which fits the ideals of neoliberal institutionalism. The structure of the WTO and its consensus based decision making exemplifies the neoliberal view that cooperation among states is indeed possible. The dispute settlement system resolves trade disputes between member states peacefully. An important principle of the WTO called the  most-favored nation (MFN) requires that member states cannot favor some states over others. This means that “each member must apply trade policies to other member nations that are no less advantageous than the policies applied to its ‘most favored nation’.”
  Neo-liberal institutionalists could argue that this rule allows the WTO to moderate state behavior, and further promotes cooperation among states since it makes states feel more secure to enter into trading relationships. When compared to the failed ITO and the GATT which had no mechanism for enforcing trade agreements the WTO can be viewed as a success however, conflicts among member states and limitations of the WTO have to be addressed before victory can be automatically assumed. 
The WTO: Conflicts, Hypocrisy and Power

Upon closer inspection of the WTO, it is evident that the realist perspective of international organizations is hard to refute. Contemporary examples of trade disputes among states, exceptions to the MFN principle, limitations of the dispute settlement mechanism, and influence of powerful states in bargaining will explain why.

The U.S. has been criticized for anti-dumping laws which protect various American industries under the Byrd amendment a controversial law which allows fines collected from exporters to be distributed to American companies that bring suit, usually the American competitors of these foreign companies.
 The WTO ruled against the U.S. since the Byrd amendment violates WTO rules. However the United States has continued to ignore the ruling of the WTO.
The more developed (or more powerful) states use the WTO to their advantage.  When these countries can agree on their main goals, Karl Marx argues, they band together to impose trade conditions most favorable to themselves and less favorable to weaker, less developed states. For the most economically powerful states, free trade has been used to expand their markets. Realists would argue that states are self interested and as such cannot sacrifice their sovereignty

The European Union has also ignored rulings by the WTO. The EU was found in violation for banning U.S. hormone treated beef yet refused to lift the ban.
  Realists would claim that although the WTO has a mechanism for enforcing legally binding agreements, the fact that they are ignored highlights its weakness, and therefore can leave the WTO discredited.
The exception of the MFN rule also limits the success of the WTO since member states can favor each other under custom unions and free trade agreements such as North American Free Trade Agreement (NAFTA) and EU. 

The most compelling argument of realism against the WTO is the fact that the decision making process among member states is not really based on  “consensus” and that in reality, powerful states such as the U.S. dominate the bargaining outcomes  and agenda setting. “Many in the developing world…seek more active involvement in the WTO decision-making process where too often, they feel, they have been confronted with a fait accompli concocted by the developed world.”
 Furthermore in the past when powerful states were not able to get their way they have threatened to take the controversial issues to another forum or to even create a new organization.
  This further demonstrates that the realist theory based in power politics is present in international institutions such as the WTO.
Conclusion
This paper began by explaining the history of the WTO as well as its structure and objectives. It also explained two competing theories of international relations and the relevance of international organizations that each argues. The WTO was then evaluated in relation to each theory and examples which would agree with realist theory were found to be an inherent part of the WTO. Power politics, self-interest and relative gains still prove to be an important part of international relations as well as international organizations such as the WTO.  
Though the WTO is considered to be an effective international organization rooted in the belief of free trade and cooperation among its members, states continue to be the  primary actors on the international scene. Therefore realist assumptions of inevitable conflict among states, the unlikelihood of cooperation and its sustainability will remain a barrier of international trade.
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