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While group mobilisation limits the kind of new bargains that may be made, it also explains the
durability of existing agreements. Leaders seldom break a GATT trade agreement, even when pressured
by large rent-seeking sectors. This stability was not achieved as a result of GATT penalties against such
modifications. However, modifying individual tariffs was quite simple under the laws, thanks to a
variety of safeguards[1]-[3].GATT rules. Tariffs might be changed every three years during the open
season, in between these periods out of season, and/or under Article 28:5, as long as the overall tariff
level remained constant. Keeping the total level of tariffs consistent, however, proved difficult for
domestic legislators. The difficulty with offering compensation was that it created a trade-off between
the aid-seeking group and another producer. Politicians struggle with this sort of trade-off.

illustrates how these provisions may be used to change specific tariffs after they have been negotiated.
What is notable is that, despite the regime's legislative allowance for significant flexibility, these
options have only been used on a few occasions. With the hundreds of items touched by tariff
reductions, just a few nations reneged on a deal to lower their duties. These clauses were like a
Pandora's Box for GATT members. In the lack of reciprocal advantages, having to adjust a schedule
item by item meant trading off one domestic sector for another. Because of the political challenges this
created, few GATT nations elected to deal with import concerns in this manner.GATT rules. Under
GATT regulations, governments may alter tariffs every three years during the open season, in between
these periods out of season, and/or under Article 28:5, as long as the overall tariff level remained
constant. Yet, keeping the total level of tariffs consistent proved difficult for domestic legislators. The
issue with providing compensation was the trade-off it established between the aid-seeking group and
another producer. This sort of trade-off is tough for politicians to make.

Demonstrates how these provisions may be used to change specific tariffs after they have been
negotiated. What is notable is that, despite the regime's legislative allowance for significant flexibility,
these options have only been used a few times. With the hundreds of items impacted by tariff decreases,
just a few nations reneged on a commitment to reduce their rates. These provisions were equivalent to a
Pandora's Box for GATT members. Needing to adjust a schedule item by item in the absence of
reciprocal advantages meant trading off one domestic industry for another. The political challenges this
created ensured that few GATT nations decided to deal with import concerns in this manner[2], [4],
[5].The threat of reprisal, if conveyed with sufficient accuracy, activates export groups. This implies
that the GATT/WTO should permit, if not promote, retribution in the face of regime rule violations. The
GATT framework, which included reciprocal punishment and/or alternative market access in reaction to
reneging on a concession, may have been preferable to the WTQO's alternative. Within the first three
years of a safeguard measure, WTO regulations forego the right to compensation and/or reprisal. Those
who supported the amendment said that it would encourage governments to respect the rules since
nations that could justify activating safeguard steps as fair should be protected from reprisal.
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The rationale presented here indicates the inverse. In this case, circumstantial evidenceThe United
States believes that domestic organisations organism in reaction to government challenges to their
market position. For example, in what was intended to be a straightforward instance of applying market
limitations in a Section 301 case, the US found it politically difficult to increase tariffs on a Japanese
automobile, the Lexus, owing in large part to opposition from Lexus dealers in the US. Lexus dealers
are not a particularly sympathetic group among the American people. Yet, when a trade conflict with
Japan that erupted in 1995, their interests were immediately at risk. In an effort to induce further market
openness in Japan, the US issued a list of 100 percent retaliatory tariffs on Japanese luxury products that
would go into effect on June 28. 18 Since this list featured vehicles with a retail value of more than
$30,000, Lexus dealers along with Infiniti and Acura dealers were immediately threatened. In response,
they launched a massive lobbying and advertising effort. Finally, a late-night agreement with Japan
avoided penalties.

To conclude, we argue that one of the key political consequences of legalising the trade regime will be
an interplay between improved accuracy regarding the distributional implications of agreements and
mobilizations of domestic organisations with both protectionist and free trade orientations. In this part,
we examined information on trade discussions and the application of retaliatory tariffs during trade
disputes to determine if mobilizations occurs as expected. We collect evidence to support our views
from a variety of angles. Lobbying actions during negotiations are influenced by the information
accessible to particularistic interests. Strategic politicians who are striving to tailor the negotiating
process in order to maximise their capacity to establish mutually advantageous bundles of agreements
may discover that having less than perfect openness about the facts of discussions is useful. Antitrade
group pressures make discussions more difficult, and transparency fosters antitrade group mobilisation,
which impedes liberalisation efforts. Similarly, during trade conflicts, politicians plan on how to
divulge facts in order to organise groups properlyin this case, to maximise the mobilisation of exporters
in the target nation[6], [7].

In the preceding section we argued that legalization enriches the information environment. In this part,
we look at a second consequence of legalisation that is related to a rise in the binding character of
international norms. At its root, legalisation alludes to the concept of pacta sunt Servando, or the
assumption that once a treaty is made, states would follow through on their promises.Lawyers often
interpret this obligation via a discourse focused on rules their exceptions and application rather than
interests. Considering the broadening scope of the trade regime, we contend that the application of legal
rule interpretation has made it more difficult for governments to avoid commitments by citing escape
clauses and safeguards or by resorting to other measures such as nontariff barriers. This is due, in part,
to enhanced rule accuracy and the incorporation of hitherto extralegal trade remedies, such as voluntary
export limitations, in the system itself. Yet, the legitimacy of the trade regime has shifted the nexus of
rule formulation and rule enforcement away from member states and towards the core of the regime.

This debate over international institutions arose at a time when scholars were eager to broaden their
study beyond official international organisations to include informal institutions and regimes. The new
effort returns to the study of formal institutions by concentrating on legalisation, but the basic logic
remains the same. Making international agreements clearer and more unambiguous makes it more
difficult for governments to abandon them without penalty. More specific standards allow for more
effective enforcement, and legalisation entails an increasing precision process. Several features of
legalisation contribute to more accuracy and openness regarding nations' commitments and actions. The
delegation for monitoring and dispute-resolution duties away from member states to centralized
organisational agents is designed to enhance the number and quality of information concerning state
activity. As a result, it leads to effective enforcement and disincentives to break promises[2], [7], [8].

legalisation has unforeseen consequences for mobilizing support for and opposition to trade
liberalization. Similarly, legal binding has unanticipated consequences in internal politics. If agreements
are difficult to break, either due to their degree of duty or because the openness of regulations enhances
the possibility of enforcement, elected authorities may decide that the costs exceed the advantages.The
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disadvantage of expanded legality in this case is the inherent unpredictability of economic interactions
across nations, as well as the necessity for flexibility to cope with such uncertainty without jeopardizing
the trading regime as a whole. Legalization as enhanced abidingness might so limit leaders and undercut
domestic free-trade majorities.

The prevalence of ambiguity regarding the domestic costs of trade agreements means that fully
authorized processes that impose large, predictable consequences for violation might backfire, resulting
to the unravelling of the liberalisation process. In some scenarios, such as when alternative
arrangements that maximise mutual profits exist, it will be inefficient for actors to live up to the letter of
the law in their obligations to one another. These alternative agreements often include temporary
departures from the rules in exchange for remuneration from the opposing party. The challenge is to
construct agreements that acknowledge the potential of violation but confine it to the right situation,
such as when economic shocks occur and everyone benefits from temporarily permitting departure from
regulations.

Writing agreements that allow the essential flexibility, on the other hand, presents a moral-hazard
concern. Parties will be motivated to cheat if the conditions that need temporary divergence are not
completely visible to other participants. Cheating in this case would be a demand to bend the rules for a
time, which everyone would benefit from due to an unexpected shock, while the actor is merely aiming
to avoid uncomfortable responsibilities. In strategic contexts with asymmetric information, such
opportunistic conduct is a persistent issue. The fundamental reasons for flexibility in the framework of
the GATT/WTO are the uncertainty of domestic politics. Flexibility or imperfection may contribute to
trade agreement stability and success, but incentives exist for governments to violate obligations even
when economic realities do not warrant it.

WTO processes have changed, making sanctions for rule violations more definite and less uncertain. It
is impossible to assess at this stage if negotiators went too far in restricting the availability of
protections. Yet, one surprising result of tighter protections relates this analysis to our prior discussion
of trade talks and produces predictions about future efforts to further liberalise trade. There is a clear
relationship between governments' access to safeguard measures and their negotiating position during
trade talks. Domestic interests might foresee the consequences of reducing protections, putting
additional pressure on governments during discussions. Those who are concerned about the prospect of
unfavorable economic shocks in the absence of an escape clause will be staunchly opposed to inclusion
in liberalisation. In reaction, they will seek exclusion or, at the very least, side payments if their industry
is included in liberalisation initiatives. As a result, broad tightening of safeguard rules will result in
tighter, more fragmented talks as certain groups argue vehemently for exclusion[9]-[11].The increased
use of voluntary export limitations, as well as antidumping and countervailing tariff actions, is virtually
definitely a consequence of the difficulties in applying safeguards. More bindingness is also likely to
have resulted in an increase in the side payments states are required to make to organisations in order to
win their support for trade agreements. Somewhat unsurprisingly, the North American Free Trade
Agreement, a highly legalised trade pact, could only be approved in the United States after the
government made significant use of side payments.

The solution to these issues, both theoretically and practically, was further legality of the GATT. As the
GATT grew into the more formal WTO, the dispute-resolution processes became more formal, and the
organisation obtained more supervision and monitoring power. Multilateral trade regulations have
expanded into new and problematic sectors, such as intellectual property, and have supplanted unilateral
methods. The retribution and compensation processes were refined and limited. The process of
discussing the substance of rules, including procedures for dealing with rule violations, resulted in more
clarity. 28 In the next sections, we examine these developments and ask if they foreshadow more trade
liberalisation. Our investigation is focused on two questions. Secondly, we question whether the legal
structure permits governments to terminate a contract where it is mutually advantageous. Second, we
investigate how the dispute-resolution system works.
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Trade legalisation has limited the capacity of governments to use protections and exclusions. The
question of exceptions, their status and application, has dominated numerous rounds of GATT
discussions.Pressure from import-competing organisations is intense everywhere, but domestic
institutional systems differ in their ability to pay off or disregard this opposition. The US, for example,
has a history of both keeping protection in the top portion of its timetable and paying specific industry
specific payments before ever getting in Geneva. The United States too is responsible for included an
escape provision in the GATT's initial architecture, reflecting Congress' wish to retain the right to
renege on a trade agreement if required.A nation may strengthen domestic industry protection if a
previous tariff concession harms it. If a country withdraws from an agreement or imposes new trade
restrictions, they must be enforced without discrimination; that is, nations whose exports do not harm
your sector cannot maintain a favourable position. When the provision is invoked, other nations may
react by decreasing duties on other goods in an amount equal to the original concession; alternatively,
the government enforcing Article XIX must decrease tariffs on other products in an amount equal to the
original concession.

These precautions use restrictions may have an impact on two significant domestic groups. Exporters
lose if countries retaliate; if the government pays, certain import-competing industries will face greater
competition. Industries have a strong motive to just have their political representatives refuse their
inclusion in the compensation package unless they are provided a side payment. Consequently, the
danger of retaliation, as well as the difficulties of reassigning tariff reductions, should deter
governments from erecting trade barriers as permitted under Article X1X. The rationale presented here
is compatible with that presented in the prior section.The facts on Article XIX support the claim that
utilising this clause in practise is challenging. the usage of the escape clause by all GATT members.
Article X1X has been used at a pretty steady rate since the 1960s. With rising trade levels, a steady
number of Article XIX invocations suggests that this mechanism is being used less often. As with the
safeguard measures listed in Table 8.2, the small number of cases, in comparison to the large number of
industries affected by changing tariffs, should be attributed to the difficulty countries face in dealing
with both the potential for retaliation and compensating nations through alternative tariff reductions.
This problem explains the tendency towards alternate protection techniques, such as managed protection
in the form of subsidies and antidumping and countervailing duty laws.

The use of legally available mechanisms of flexibility in the trading system is significantly constrained
by the combination of legislative requirements for their use and political reality. When we look at the
usage of compensation, we can see how governments are increasingly constrained by a lack of realistic
escape options. While the use of safeguards has been fairly consistent, compensation or retribution in
response to the application of a safeguard provision was more prevalent in the earlier yearsten instances
from 1950 to 1959, ten cases from 1960 to 1969, six cases in the 1970s, and three cases in the 1980s.

Use of compensation and retaliation was concentrated. From 1950 and 1970, the United States was
responsible for twelve of the twenty incidents, but only one case after that. Between 1960 and 1980,
Australia was responsible for seven of the sixteen cases. While the employment of Article XIX in the
United States did not drop until the 1980s, the kind of remedy administrations chose to utilise did
change over time. Tariff barriers might be reduced elsewhere to compensate. Yet, if additional import-
competing organisations are created, the compensation process of Article X1X becomes cumbersome.
At the same time, tariffs are being repealed.Overall, information on the application of protections and
compensation shows that rigorous legislative measures were not required to guarantee transparency.

The history of usage of safeguard clauses in the GATT demonstrates that the system gained in
politically relevant bindingness, even while the rules remained legally binding. Yet, the WTO
amendments aimed to clarify and tighten the conditions for implementing safeguards. Based on our
assessment of economic unpredictability and the necessity for flexibility in light of facts, we propose
that increasing stringency in safeguard usage may be misguided. In reality, the GATT provisions
themselves might be viewed as being too onerous, preventing the required transitory departures from
standards that lead to long-term stability. Legal solutions for coping with a world of economic
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instability include escape clauses, protections, and the like. The provisions for their use must be
severely limited in order to prevent the likelihood that governments may employ them arbitrarily. Yet, it
seems that, when combined with internal politics, these limits may tie governments more firmly than

planned.
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