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Existing WTO rules on subsidies

● ASCM: types of subsid ies and relevant remedies

● Prohib ited subs idies :  export  subs idies  cont ingent on export  performance and impor t  

subst i tu t ion subs idies  cont ingent on the use of  domest ic  over impor ted goods

● Avai lab le remedy is a fas t - t rack d ispute set t lement mechanism

● Act ionable subsid ies :  product ion subs id ies which have adverse ef fects  on the import ing 

country,  or serious  pre jud ice w ith  impor t  disp lacement in  the home or  thi rd  markets ,  or  

nu ll i f icat ion or impai rment of  leg i t imate benef i ts.  

● Avai lab le remedy for adverse effec ts is  CVD, and for o thers is  DSM

● Non-ac t ionable subs id ies :  subs id ies for R&D, reg ional  development and env ir onmenta l 

requir ement adapt ion

● Shal l be not if ied in  advance of  i ts  implementat ion

● Expir ed in  1999



Existing WTO rules on subsidies

● Ag ree men t on Agri cul ture:  types o f subsid ies and re levan t discipli nes

● Export subsi dies  were a l lowed  by AoA, but i n 2015 members agreed to  phase  out  al l  export subs idies

● Amber box subs idies were al l  domesti c support measures excep t green  box  subsid ies  meaning that 

amber box subsi dies  are  those domest ic subs idies w ith some trade -di stor t ing  effec ts o r effects on 

production

● Amber box subs idies ar e al lowed but subj ect to reduc tion  and const rain ts

● De minimis amounts  of amber box subsidi es a re a l lowed  for al l  members bu t w ith d if ferent level s

● 32  members mos tly, deve loped members  are  al l owed to  offe r more p roducti on subs idies above de  

minimis l eve l on  the  bas is o f hi stor ical  spendi ng

● Green  box subsi dies : domestic  produc tion  subsid ies without  or w ith  min ima l trade -di stor t ing  effec ts o r 

effects on p roducti on

● Green  box subsi dies  are  al l owed w ithout l imit s

● B lue box  measures,  i .e.  direct payments under produc tion - l imit ing p rograms  and devel opment  are  

al so a l lowed  wit hou t l imits

● Deve lopment programs of deve lopi ng coun tries to  ass ist rura l and agricu ltural deve lopment are  

al so a l lowed  wit hou t reduct ion commit ment



Summarizing the  ex is t ing  approaches to subs id ies

● The f irst  step is dependent on the intention of subsidies. I f a subsidy is clearly in tended 

to promote exports or subst itute imports, then i t should be prohibi ted. But if  the 

in tent ion is not d irect ly related to promote or restrict t rade, then i t should be general ly 

al lowed but subject to  the next step evaluat ion.——red box

● The next step is to evaluate the effects of the subsidy. I f  the subsidy has no or min imal  

di rect e ffects on trade, then the subsidy should be considered a domestically -oriented 

policy and not be challenged.——green box

● All  the others are subject to  constrain ts and could be challenged——amber box

● Uni latera l  act ion by the import ing country,  i .e. ,  counter vai ling dut ies  against  those 

subs id ized imports  wi th serious  in jury  to  domest ic  industr ies

● Mult i la ter al  d isc ipl ines  to  reduce or constra in  the i r  use 

● Judic ia l  process to r es tr ic t  the i r  use



Complaints and concerns about the current rules

● Remedies avai lab le for act ionable subsidies are too late or slow because they have to 

wait  for the appearance of serious in jury which means that i t could be too late to  rescue 

the domestic industry

● The related complaint is the coverage of prohibited subsid ies is too smal l and many 

kinds of subsid ies wi th  obvious product ion -distorting effects are not included

● The expiry of non-act ionable subsidies limi ted the pol icy space and caused more 

disputes 

● Green box measures in agricul ture are too broad and amber box measures avai lab le for 

developed countries are too large

● The misuse of CVD as wel l as ant idumping is complained by the export ing countries



To evaluate the impact of subsidies is cri tical

● Subsidies usually have two-fold  objectives: one is to develop the industry, the other is 

to fu lf ill  certa in cul tural,  socia l,  environmenta l,  strategic,  technological,  securi ty 

purposes

● For those subsidies with in ternat ional ly posi tive spil lover effects especially on 

environmental  protect ion, they should be taken in to account when evaluating thei r 

legit imacy

● How to deal  with those subsidies which focus on domestic product ion and have no 

spi llover effects on imports or exports yet is a  d iff icul t issue 



To reach an academic consensus on how to 

def ine a good or bad subsidy
● An academic  consensus shoul d be  made prio r to governmental nego tiat ions  and more eas i ly

● While  some issues such as  publ ic  bod ies  are  too  dif f icult  t o reach  consensus , more focus shou ld be pu t on  

the impac t of  subsid ies.

● Economi sts and  juri sts should work together on the methodo logy

● The tr aff ic l ight  approach i s st i l l  the best cho ice 

● The emphasi s shoul d be  pu t on  cla ri fyi ng t he coverage of  green and red box  measures both  of whi ch shou ld 

be  l imited  to a small  number of measures w ith  obv ious negat ive impact on t rade  or pos it ive  ex ternal i t i es

● For the amber box or  act ionable  subsid ies,  the  bet ter way  is t o impose ex -an te j ust i f ica t ion  requirements on 

the subsi dizi ng government s fo r ce rtain  types of p roduction subs idies which  have v isib le i mpact on the 

vo lume o f domes tic product ion

● Economi sts and  juri sts should wor k together Member s shoul d be  encouraged to  es tabl ish domest ic 

regula tion  on  subsid ies as exempli f ied  by the EU sta te a id system

● The current CVD rul es a re avai labl e fo r everyone and  bas ica l ly f ine in the context o f subsi dy competi t ion



Ad din g  t h e non - d i s cr im ina t io n  p r in c ip l e in t o  t he  s ub s idy  r u le s  i s  

im po r t a nt  f or  m i t ig at i ng  th e  d i sp ut e s  re ga r d in g  s ub s id i es

● Art icle  I I I.8(b) o f GATT a llows the payment of subsidies exclusively to domestic 

producers

● There is no requirement of non-discriminat ion on subsidization in  ASCM or AOA

● Subsidies given to  consumers should be subject to  MFN and nat ional  treatment 

princip les, giving  the opportuni ty to foreign in termediate and f inal products benefit ing 

from the expanded demand

● Subsides g iven to producers should be open to foreign invested companies

● Subsidies should not have domestic content requirements so that foreign in termediate 

goods producers could benefi t f rom the subsidies
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