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 In this article the General Agreement on Tariffs and Trade known as GATT is studied 
with subjects like its history, international position, goals, principles, periodical 

negotiations, exempted parts of GATT, categories of countries and Iran’s GATT 

membership. The conclusion in the end of the article is that despite establishment of 
world trade organization during the last round of GATT negotiations  known as 

Uruguay Round, GATT agreement still has priority over statute of world trade 

organization in case of a conflict. 
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INTRODUCTION 

 

GATT is an acronym of “General Agreement on Tariffs and Trade”. This agreement was signed by 23 

countries (most of them developed and industrial) in 1947 and came into effect since 1948. GATT contains 37 

articles and several lists and appendixes [1]. 

Policy framework of this agreement included free access to markets and it succeeded to formulate 

regulations for many fields of goods trade during 1948-1994. Growth rate for the international trade was high 

during this period. Until 1994, GATT’s activity was running trade negotiations to reduce and imposing limits on 

customs tariff and other obstacles of the international trade. During about half century, 8 rounds of negotiations 

have been held between GATT members which will be discussed later in this article.  

GATT is in fact a multilateral agreement and one of the expert-level sub-institutes of the United Nations 

but is not recognized as an international organization. Because of its legal nature, member countries were 

known as contracting sides of this agreement granting each other concessions during talks or putting restrictions 

or prohibitions with the purpose of not increasing the customs regulation.   

 

Position of GATT in the international law: 

Technically as GATT has not officially been approved, it is not in the list of agreements in Harris’s book. 

In general, GATT had a limited cover and a temporary nature but it was undoubtedly successful in improving 

and securing the most possible freedom for the global trade during 47 years. Continuous reduction of tariffs 

alone, helped global trade’s growth rate to increase by annual average of 8% during 1950s and 1960s.   

Since 1970s particularly during 1980s, because of rapid economic progresses and complexity of the global 

trade, GATT could not afford all global trade issues because of not including all international relations. This 

forced GATT members to think about establishment of a global trade organization to solve the problem. It was 

realized in the 8
th

 round of GATT negotiations and resulted in establishment of the World Trade Organization.  

Many consecutive general or multilateral agreements signed by GATT members necessitated a simple and 

clear solution through interpretative note to annex A-1 of Morocco Agreement 1994 (Founding Document of 

the World Trade Organization). This agreement includes GATT’s 1947 regulations and modifications on them. 

But in case of a dispute, this agreement has priority over the preceding regulations [3]. 

 

History: 

Negotiations about international trade system began during 2
nd

 World War between England, Canada and 

US and after the world war fighting countries tried to find a solution for considerable economic problems raised 

by the war. Negotiations of Bretton Woods in US ended with establishment of the International Monitory Fund 

and World Bank.  
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Because of not affording to solve the trade problems, UN Economic and Social Council held a conference 

to investigate the international issues [1].   

During the conference Havana Charter was designed. In this charter, in order to organize the international 

trade, the International Trade Organization (ITO) was designed but failed because of objections from 

developing countries. The reason was a huge freedom industrial countries were to gain in this organization. 

Although different conferences were not resulted in establishment of an organization for management of world 

trade relations but multilateral general agreement of tariff and trade was signed by 23 countries and came into 

effect since 1948.   

 

Goals: 

General agreement of tariff and trade was designed to achieve the following goals: 

1- Forming an international trade organization without discrimination 

2- Raising living standards for the people of member countries 

3- Preparing foregrounds for moving toward full-employment by developing global trade 

4- Increasing real income and effective demand 

5- Full and efficient utilization of the global resources 

6- Development of international production and trade 

Elimination of the obstacles and problems of global trade to reach the above goals [5]. 

To achieve the above goals, contracting governments should accept some obligations. One of them is 

method of the most-favoured- nation in the agreement. By accepting this principle, the first objective of GATT 

i.e. elimination of discrimination between members and creation of a fair trade system are realized.  

To achieve the other goals of developing production and trade, GATT member countries were easing the 

customs tariffs by designing and signing bilateral agreements and using the conditions of most-favoured-nations 

which had been accepted by all contracting sides, generalized these concessions to other members. This 

condition in addition to high number of concessions increased the number of GATT members to 123 before the 

establishment of the World Trade Organization.  

 

Basic Principles of GATT: 

1- Principle of non-discrimination policy and expansion of most-favoured-nations: Any concession 

(export/import customs tariffs) granted by a member to other, is generalized to all contracting parties. If the 

contracting parties have not negotiated with each other about exchange of concessions, the contract is not valid 

between them and concessions can be generalized to only those members who have had negotiations in this 

regard.  

2- Domestic treatment: Based on the principle of most-favoured-nations, imported and locally-produced 

goods should be treated equally.  

3- There should be no discrimination on tariffs for locally produced goods and imported ones. 

4- Settlement and reduction of customs tariffs through consecutive negotiations: Customs tariffs are 

determined in different GATT Rounds and members gradually reduce the tariffs.  

5- Restrictions on volume restrictions 

6- Preparing rules and regulations on export 

7- Consultation: To avoid damages on other members, any kind of changes on customs tariffs should be 

done in consultation with other members.  

 

GATT’s periodic negotiations (The GATT years):  

During about half a century of GATT’s life, 8 periodic negotiations have been held between member 

counties. The last one which was also the longest and most important one with participation of 123 members, 

ended with replacement of GATT with World Trade Organization (WTO). Discussed negotiations are as 

following: 

1- First round: 1974, Geneva (Switzerland), lasted 7 months, 23 countries participated, discussed about 

tariffs and ended with resolution of granting 45000 tariff concessions with total value of USD 10 billion; 

2- Second round: 1949, Ansi (France), lasted 5 months, 13 countries participated, discussed about tariffs 

and ended with a resolution of changing (reducing) about 5000 tariff concessions;  

3- Third round: 1951, Torquay (England), lasted 8 months, 38 countries participated, discussed about 

tariffs and ended with a resolution of changing (reducing) about 8700 tariff concessions;  

4- Fourth round: 1956, Geneva (Switzerland), lasted 5 months, 26 countries participated, discussed about 

tariffs and Japan’s accession and approved tax reductions with total value of USD 2.5 billion;  

5- Fifth round (Dillon round): 1960, Dillon (Geneva-Switzerland), lasted 11 months, 26 countries 

participated, discussed about tariffs and anti-dumping policies and approved tariff concessions in the 

international trade with total value of USD 4.9 billion;  

https://www.google.com/url?sa=t&rct=j&q=&esrc=s&source=web&cd=3&cad=rja&ved=0CDoQFjAC&url=http%3A%2F%2Fwww.scribd.com%2Fdoc%2F34200662%2F32%2FBasic-Principles-of-GATT&ei=6S3mUtTeJcinsQTo2oDYAw&usg=AFQjCNFaYwUoPgGcEV113XVpzIGd-8uK2w&sig2=TM964IyohbTeNVmVcEqAbg&bvm=bv.59930103,d.cWc
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6-  Sixth round (Kennedy round): 1964, Geneva (Switzerland), lasted 37 months, 62 countries 

participated, discussed about tariffs and anti-dumping policies and approved tariff concessions in the 

international trade with total value of USD 40 billion; 

7- Seventh round (Tokyo round): 1973, Geneva (Switzerland), lasted 74 months, 102 countries 

participated, discussed about tariffs, non-tariff actions or preventions and approved tariff reductions with total 

value of USD 300 billion; 

8- Eighth round (Uruguay round): 1986, Geneva (Switzerland), lasted 87 months, 123 countries 

participated, discussed about tariffs, non-tariff policies, rules, services, intellectual property, settling disputes, 

textiles, agriculture and establishment of World Trade Organization. Negotiations ended with establishment of 

the World Trade Organization, change of trade fields (textiles, services, intellectual property…), further tax 

reductions (around 40%), subsidies on agricultural goods, agreement on free access to textile and clothing from 

developing countries and expansion of intellectual property rights.  

 

Exemptions on GATT rules: 

1- Agricultural goods 

2- Textile and clothing 

One of the main reasons of exemption of agricultural goods from GATT rules was US trade policies. By 

selling products with lower prices, US had captured the global markets preventing import of those products 

under GATT rules because anti-dumping regulations prohibited underselling.   

Since 1980s during which Europe succeeded in becoming self-sufficient in agriculture, US stopped 

opposing inclusion of these products into GATT rules. Since 1980s, inclusion of these products was considered 

in the negotiations.  

 

GATT classification of Countries and Regions [7]:  

Based on classification of GATT secretariat, members are categorized into 4 groups: 

1- United States of America 

2- European Community 

3- Countries known as CAIMRS (14 countries including Australia, New Zealand, Canada, Argentina and 

India) 

4- Developing Countries 

 

Iran’s membership in GATT: 

Iran formed a committee composed of the Organization of Plan and Budget and ministries of commerce, 

customs and agriculture to evaluate the indexes and disadvantages of GATT membership and was accepted then 

as observer. But for several reasons it never applied for GATT membership.  

Reasons of Iran’s not joining GATT can be listed as following: 

1- GATT was trying to build free economic system based on western liberal principles. During 

Mohammad Reza Shah era, it was pleasant to join GATT but national economic foregrounds were not prepared 

for accession. After the revolution, it was neither pleasant nor the required conditions for accession were 

suitable.  

2- US could benefit the most from a globalized economy whose foregrounds were being prepared by 

GATT because US strong economy could defeat other economies and dominate the world. But post-

revolutionary Iran was opposing any US leadership in the world.   

3- In case of GATT membership Iran had to make fundamental changes in the agriculture to which the 

Iranian agriculture was not able.   

 

Conclusion: 

Regarding the history of GATT’s establishment and negotiations of industrial countries especially US and 

England, the initial purpose of several negotiations was to establish an international trade organization for 

managing global trade. But because of dictatorial demands of the industrial countries who would gain wide 

freedom in the global trade and their discriminating behaviour (right to veto) already mentioned during 

establishment of UN, developing countries didn’t take part in the establishment of GATT.    

GATT was signed between 23 countries (most of them developed and industrial). Founders determined 

numbers of goals to persuade other countries which caused many of other countries to join the agreement. 

GATT lasted 47 years and granted the world economy a lot of benefits during its 8 rounds of negotiations. 

Member countries discussed their initial goal (establishment of world trade organization) in the 8
th

 round of 

negotiations known as Uruguay Round. This initial goal was realized after 7 years of negotiation and World 

Trade Organization was founded in 1994.  
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GATT was a half century experience which was transferred to World Trade Organization (WTO). Before 

joining the organization, countries should accept and sign GATT agreement. This provision indicates GATT’s 

importance as an effective agreement in the establishment of WTO.   

In fact GATT has not ended but expanded by establishment of WTO and has turned to an international 

organization. In case of a disagreement between GATT and foundation document of WTO, the latter will be 

executed.  
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