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trade. Importantly, the growth of PTAs has not eliminated the effects of the
GATT/WTO.

The estimates for nonreciprocal agreements are difficult to interpret, and we
can say little about these institutions that is definitive. In the absence of the GATT/
WTO, a colonial orbit, or a reciprocal PTA, one-sided preferences increased trade
by 41 percent (see Table 7). But, in the presence of these other institutions, coun-
tries appear to be worse off if they receive preferences. This finding is implausible
but resistant to manipulation.’’ We leave this as a mystery yet to be solved.

Finally, we estimated the effect of belonging to currency unions, which have
been strong predictors of trade in previous models.’? As with colonialism and the
GATT/WTO, the impact of currency unions has faded over time. In 1950, for
example, members of a currency union traded 115 percent more than those out-
side a currency union. By 2000, the boost in trade was only about 18 percent. In
part, the deepening of capital markets and worldwide currency convertibility may
have made currency unions less critical to trade.

Conclusions

In this article, we have shown how the GATT/WTO influenced patterns of inter-
national commerce. Trade among those with standing in the GATT/WTO was con-
siderably higher than what one would predict, based purely on proximity, national
income, and other nonpolitical variables. The analysis not only confirms that the
institution stimulated trade but also identifies to whom and during what time peri-
ods the agreement had its greatest impact. The benefits of the GATT/WTO extended
to all members, including developing nations, many of which today argue that
they have gained little from international rules.

Our conclusions about the efficacy of international cooperation were based on a
new approach to participation in international organizations. To advance our under-
standing of trade agreements, we introduced the concept of institutional standing.
Archival evidence confirms that the GATT/WTO created rights and obligations
not only for formal members but also for a wide range of nonmember partici-
pants, including colonies and newly independent states. Previous research, which
focused exclusively on formal members, erroneously concluded that the GATT/
WTO had no effect. By broadening the analysis to include all parties with stand-
ing, we demonstrated that the institution transformed postwar trade.

The GATT/WTO never existed in isolation, however; nations belonged to many
other trade agreements. We introduced the concept of institutional embeddedness

51. For example, we separated the effects of preferences on the importing and exporting country,
assuming that the exporting country would derive the larger benefit. The result was the opposite, with
the even more counterintuitive finding that the country that granted the preference received a trade
benefit, whereas the importing nation did not.

52. See Rose 2002 and 2004.
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to describe and analyze the effect of multiple memberships. We found that post-
war trade agreements typically have not undercut one other. To the contrary, they
have created interrelated and often complementary rule systems that support inter-
national trade. Each is part of a larger network of agreements that have helped the
world move from relative closure after World War II to unprecedented levels of
trade today.

The empirical analysis in this article focuses on trade, but our work suggests
other avenues for research. We have found, for example, that standing in the GATT/
WTO is not coterminous with membership. Future research should measure the
extent of nonmember participation in financial agreements, environmental accords,
military alliances, and other fields beyond trade, and examine the effects of non-
member participation on behavior. Likewise, scholars should document the degree
to which formal members opt out of contractual obligations and see how such
reservations affect patterns of international cooperation.

In the process, it is important not to overlook the role of dependent territories
and semi-sovereign states. Theorists of international relations tend to model the
strategic interaction between sovereign countries, and empirical researchers typ-
ically drop colonies and territories from their data sets. This approach, though
reasonable for many inquires, misses some of the most interesting patterns in
international relations. By incorporating nonsovereign territories into the analy-
sis, we obtained a more accurate understanding of where and how the GATT/
WTO contributed to international trade after World War II.

The concept of embeddedness also has wide-reaching implications for other areas
of international relations. In an increasingly complex world, we observe overlap-
ping agreements in a number of areas, not just in trade. Countries belong to NATO,
but they also forge special security agreements with narrower groups and individ-
ual countries. Nations enter into multilateral agreements on the environment, but
at the same time they develop unique agreements with neighboring states that would
otherwise receive the brunt of each other’s pollution. Governments sign letters of
intent with the IMF, even while devising special arrangements with selected inter-
national banks and foreign state creditors. In a world where countries enter mul-
tiple agreements, we must examine agreements in context, rather than studying
each agreement in isolation. The findings in this article show that such an approach
can pay valuable dividends for understanding international relations.

Appendix: Countries in the Sample

Afghanistan El Salvador Lebanon Senegal

Albania Eritrea Lesotho Serbia and Montenegro
Algeria Estonia Liberia Sierra Leone

Angola Ethiopia Libya Singapore

Argentina Finland Lithuania Slovakia

Armenia France Macedonia Slovenia

Australia Gabon Madagascar Somalia



The Effects of GATT on World Trade 65

Austria
Azerbaijan
Bangladesh
Belarus
Belgium
Benin
Bhutan
Bolivia
Bosnia
Botswana
Brazil
Bulgaria
Burkina Faso
Burundi
Cambodia
Cameroon
Canada

Central African Rep.

Chad

Chile

China

Colombia

Congo (Brazzaville)
Congo (Kinshasa)
Costa Rica

Croatia

Cuba

Czech Republic
Czechoslovakia
Denmark
Dominican Republic
Ecuador

Egypt

References

Gambia
Georgia
Germany
Germany East
Germany West
Ghana
Greece
Guatemala
Guinea
Guinea-Bissau
Haiti
Honduras
Hong Kong
Hungary
India
Indonesia
Iran

Iraq

Ireland
Israel

Italy

Ivory Coast
Jamaica
Japan
Jordan
Kazakhstan
Kenya
Korea North
Korea South
Kuwait
Kyrgyzstan
Laos

Latvia

Malawi
Malaysia
Mali
Mauritania
Mauritius
Mexico
Moldova
Mongolia
Morocco
Mozambique
Myanmar
Namibia
Nepal
Netherlands
New Zealand
Nicaragua
Niger
Nigeria
Norway
Oman
Pakistan
Panama
Papua New Guinea
Paraguay
Peru
Philippines
Poland
Portugal
Puerto Rico
Romania
Russia
Rwanda
Saudi Arabia

South Africa
Spain

Sri Lanka
Sudan
Swaziland
Sweden
Switzerland
Syria
Taiwan
Tajikistan
Tanzania
Thailand
Togo
Trinidad and Tobago
Tunisia
Turkey
Turkmenistan
UK

USA

USSR
Uganda
Ukraine
United Arab Emirates
Uruguay
Uzbekistan
Venezuela
Vietnam
West Bank
Yemen North
Yemen South
Yemen
Yugoslavia
Zambia
Zimbabwe
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