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the gatt uruguay round a negotiating history 19861992 subsidies and countervailing measures marks a
pivotal era in international trade negotiations that reshaped global commerce and laid the groundwork for
the World Trade Organization (WTO). Spanning from 1986 to 1992, this round was the most ambitious and
comprehensive round of trade talks under the General Agreement on Tariffs and Trade (GATT). Among
the many complex issues tackled, subsidies and countervailing measures stood out as critical areas of
discussion due to their impact on fair competition and trade distortions worldwide. Understanding the
nuances of this negotiating history not only sheds light on the evolution of international trade law but also
helps appreciate the delicate balance countries sought between protecting their domestic industries and

promoting free trade.

The Context of the Uruguay Round Negotiations

Before diving into the specifics of subsidies and countervailing measures, it’s essential to grasp the broader
context in which the Uruguay Round unfolded. By the mid-1980s, the global trade landscape had become
increasingly intricate, with new challenges emerging from the rise of non-tariff barriers, trade in services,
intellectual property rights, and agricultural subsidies. The previous rounds of GATT negotiations
primarily focused on reducing tariffs, but the Uruguay Round aimed to address these deeper, more

complex issues.

This round was initiated in Punta del Este, Uruguay, in September 1986, involving 123 countries. It was
unique not just for its scale but also for its ambition to extend GATT rules into new areas like services
(GATS) and intellectual property (TRIPS), alongside traditional merchandise trade. The issue of subsidies

and countervailing measures became a hot topic as many countries, especially developed ones, employed

subsidies to support domestic industries, which often led to trade distortions and disputes.

Understanding Subsidies and Their Role in International Trade

What Are Subsidies?

In the realm of international trade, subsidies refer to financial assistance provided by governments to their



domestic producers or industries. These can take various forms, such as direct cash payments, tax breaks,
low-interest loans, or government provision of goods and services at below-market rates. Subsidies aim to

improve the competitiveness of domestic products, encourage exports, or support struggling sectors.

‘While subsidies can be beneficial for a country’s economic development, they often distort international
trade by giving unfair advantages to subsidized producers. This can lead to overproduction, dumping of
goods at artificially low prices, and harm to producers in other countries who cannot compete on an uneven

playing field.

The Challenge of Countervailing Measures

Countervailing measures are trade remedies that importing countries impose to neutralize the negative
effects of subsidized imports. Essentially, if a country believes its domestic industry is being harmed by

subsidized imports, it can impose additional duties (countervailing duties) to offset the subsidy’s advantage.

Before the Uruguay Round, the rules governing subsidies and countervailing measures were fragmented
and often inadequate. Disputes over subsidies were common, but the existing GATT provisions lacked
clarity, making enforcement inconsistent and contentious. This situation underscored the need for a more

structured and enforceable framework.

The Uruguay Round Negotiations on Subsidies and

Countervailing Measures

Initial Positions and Major Players

During the Uruguay Round, the negotiations on subsidies and countervailing measures brought together
diverse interests. Developed countries, particularly the United States and the European Community (now
the European Union), pushed for stricter disciplines on subsidies, especially export subsidies that distorted

global markets. They argued that many subsidies were protectionist tools that harmed their industries.

On the other hand, some developing countries were wary of overly stringent rules that could restrict their
ability to support nascent industries or pursue development strategies involving subsidies. The negotiations
had to balance these competing concerns, ensuring fair competition without stifling legitimate economic

policies.



Key Negotiating Issues

Some of the critical issues addressed in the subsidies and countervailing measures negotiations included:

¢ Definition of Subsidies: Agreeing on what constitutes a subsidy was essential to avoid loopholes. The

negotiations expanded the definition to cover a broad range of government financial contributions.

¢ Prohibited Subsidies: Export subsidies and import substitution subsidies were targeted as especially

trade-distorting and were proposed to be banned or disciplined rigorously.

o Actionable Subsidies: Subsidies that cause adverse effects to other countries’ interests were subject to

challenge and possible countervailing duties.

¢ Countervailing Procedures: The rules for investigating and imposing countervailing duties were

clarified to ensure transparency, fairness, and timeliness.

e Special and Differential Treatment: Recognizing the needs of developing countries, the negotiations

included provisions allowing some flexibility in applying subsidy disciplines for them.

Outcomes and Significance of the Uruguay Round Agreement on

Subsidies and Countervailing Measures

The negotiations culminated in the Agreement on Subsidies and Countervailing Measures (SCM
Agreement), which became one of the cornerstone agreements of the Uruguay Round package concluded
in 1994. This agreement has had a lasting impact on international trade by establishing clear, enforceable

rules regarding subsidies and trade remedies.

Key Features of the SCM Agreement

e Clear Definitions: The SCM Agreement provided a comprehensive definition of subsidies, including

financial contributions by governments and specificity to certain industries or enterprises.

¢ Prohibition of Export Subsidies: Export subsidies for goods were prohibited, eliminating a major

source of trade distortion.



¢ Actionable Subsidies and Dispute Settlement: Subsidies that cause injury to other members or nullify
benefits under GATT could be challenged through the WTO dispute settlement mechanism.

¢ Regulated Countervailing Measures: The agreement established strict guidelines for investigations

and the imposition of countervailing duties, promoting transparency and fairness.

 Special Treatment for Developing Countries: Developing nations received longer transition periods

and some exemptions to help balance development goals with trade rules.

Why It Matters Today

The SCM Agreement remains a vital part of the WTO framework, helping maintain a level playing field
in global trade. It prevents governments from engaging in harmful subsidy practices while providing a
legal avenue for countries to protect their domestic industries against unfairly subsidized imports. This
balance fosters predictability and stability in international markets, which benefits exporters, importers, and

consumers alike.

Furthermore, the Uruguay Round’s success in negotiating these complex issues illustrated the power of
multilateral cooperation in addressing global economic challenges. The disciplines on subsidies and
countervailing measures have influenced subsequent trade negotiations and continue to shape debates on

trade policy and economic development.

Lessons from the Uruguay Round’s Subsidies and Countervailing

Measures Negotiations

Reflecting on the gatt uruguay round a negotiating history 19861992 subsidies and countervailing measures

offers valuable insights for anyone interested in trade diplomacy or economic policy:

¢ Negotiation Requires Balance: The talks showed the importance of balancing the interests of
developed and developing countries, ensuring that trade rules support both fair competition and

economic growth.

e Clarity and Enforcement Matter: Vague rules create uncertainty and disputes. Clear definitions and

enforceable agreements help build trust and compliance.

e Multilateralism Is Key: Addressing complex trade issues is more effective through collective



negotiation rather than unilateral actions, which can provoke retaliation and trade wars.

e Flexibility for Development: Recognizing the different capacities and needs of countries is crucial to

creating equitable trade rules.

For policymakers, businesses, and scholars, the Uruguay Round’s approach to subsidies and countervailing
measures remains a foundational case study in crafting trade agreements that are both ambitious and

pragmatic.

The gatt uruguay round a negotiating history 19861992 subsidies and countervailing measures not only
transformed international trade law but also demonstrated the intricate dance of diplomacy, economics, and
law in shaping global markets. Its legacy continues to influence how countries negotiate trade rules,

manage disputes, and strive for a fair and open trading system in an ever-evolving global economy.

Frequently Asked Questions

What was the Uruguay Round in the context of the GATT negotiations?

The Uruguay Round was a series of multilateral trade negotiations conducted under the General
Agreement on Tariffs and Trade (GATT) from 1986 to 1994, aimed at extending trade liberalization and

addressing new trade issues including subsidies, services, and intellectual property.

Why were subsidies and countervailing measures a significant focus

during the Uruguay Round?

Subsidies and countervailing measures were significant because they affect fair competition in international
trade. The Uruguay Round sought to clarify and strengthen the rules on subsidies and provide better

mechanisms for countervailing measures to address unfair trade practices.

What negotiating challenges were faced regarding subsidies in the
Uruguay Round?

Negotiators faced challenges in balancing the interests of developed and developing countries, defining
permissible subsidies, and agreeing on effective disciplines and enforcement mechanisms to prevent trade

distortions caused by unfair subsidies.



How did the Uruguay Round improve disciplines on subsidies compared
to previous GATT agreements?

The Uruguay Round introduced the Agreement on Subsidies and Countervailing Measures (SCM
Agreement), which established clearer definitions, prohibited certain subsidies outright, and set detailed

rules for the use of countervailing measures, enhancing transparency and enforcement.

What role did the SCM Agreement play in the Uruguay Round
negotiations?

The SCM Agreement was a key outcome of the Uruguay Round, providing a comprehensive legal
framework to regulate subsidies, prevent trade distortions, and guide the application of countervailing

duties, thereby improving the predictability and fairness of international trade.

How did the Uruguay Round negotiations address the interests of

developing countries related to subsidies?

The negotiations included provisions allowing developing countries some flexibility in subsidy use for
economic development and transition, along with technical assistance to help them comply with new rules

while gradually integrating into the global trading system.

What is the historical significance of the Uruguay Round for global trade

governance?

The Uruguay Round marked a major milestone by expanding trade rules beyond tariffs to include
subsidies, services, and intellectual property, resulting in the creation of the World Trade Organization

(WTO) and establishing a stronger, more comprehensive international trade regime.

Additional Resources
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the gatt uruguay round a negotiating history 19861992 subsidies and countervailing measures represents a
pivotal chapter in the evolution of global trade regulation. This extensive negotiation phase under the
General Agreement on Tariffs and Trade (GATT) not only redefined international trade rules but also
addressed complex issues surrounding subsidies and countervailing measures—a topic that had long
challenged fair trade practices. Spanning from 1986 to 1992, the Uruguay Round was marked by intense
diplomatic bargaining, economic interests, and a growing recognition of the need for a robust, rules-based

trading system.



Background and Context of the Uruguay Round

The Uruguay Round emerged during a period when the global trade landscape was rapidly evolving. The
earlier GATT rounds, focused mainly on tariff reductions, had not sufficiently tackled non-tariff barriers,
trade-distorting subsidies, or the mechanisms to counter unfair trade practices. By the mid-1980s, with
growing protectionism and disputes over subsidies, the international community acknowledged that a

comprehensive overhaul was necessary.

Negotiations commenced in Punta del Este, Uruguay, in September 1986, involving 123 countries. The
round aimed to foster greater transparency, discipline, and enforcement in international trade, particularly
concerning subsidies and countervailing measures. These issues were critical because subsidies—financial
aid provided by governments to local industries—often distorted competition and harmed foreign
producers. Countervailing measures, including tariffs imposed to offset subsidies, were key tools for affected

countries but lacked consistent regulation under previous GATT agreements.

Key Issues on Subsidies and Countervailing Measures

Understanding Subsidies in the Uruguay Round Context

Subsidies can take various forms: direct financial transfers, tax incentives, low-interest loans, or government
provision of goods and services below market rates. While intended to support domestic industries,
subsidies can create unfair advantages, leading to trade disputes. Before the Uruguay Round, GATT

provisions on subsidies were limited and ambiguous, resulting in inconsistent application and enforcement.

The negotiating history reveals that members aimed to clarify what constituted a prohibited
subsidy—especially those contingent on export performance or the use of domestic over imported
goods—and what subsidies were permissible. The goal was to balance the sovereign right to support

domestic industries with the need to prevent market distortions harmful to global trade.

Countervailing Measures: A Tool for Protection or a Barrier?

Countervailing measures (CVMs) are tariffs or duties imposed to neutralize the negative effects of
subsidized imports. Prior to the Uruguay Round, GATT lacked detailed rules governing these measures,
leading to disputes over their application. Many countries faced challenges in proving the existence and

impact of subsidies, and the methodologies for calculating duties varied widely.

During negotiations, members sought to establish clearer rules defining when and how CVMs could be



applied, including procedures for investigations, evidentiary standards, and dispute settlement mechanisms.
This was crucial to prevent arbitrary or protectionist use of countervailing duties while protecting domestic

industries from unfair competition.

The Negotiating Process: Challenges and Breakthroughs

Negotiations over subsidies and countervailing measures proved among the most contentious aspects of the
Uruguay Round. Developed countries, often exporters of subsidized agricultural and industrial products,
resisted overly stringent disciplines. Conversely, developing countries pushed for stronger rules to

safeguard their markets and promote fair competition.

Several rounds of bilateral and multilateral talks focused on defining categories of subsidies, procedural
norms for CVM investigations, and remedies for violation. The complexity was compounded by
overlapping interests—agriculture, manufacturing, and services sectors each had distinct concerns

regarding subsidies.

A breakthrough came with the establishment of the Agreement on Subsidies and Countervailing Measures
(SCM Agreement), which codified detailed rules and enforcement mechanisms. The SCM Agreement,
adopted as part of the Uruguay Round package, was a milestone, providing a legal framework that balanced

discipline and flexibility.

Features of the SCM Agreement

o Classification of Subsidies: The agreement distinguishes between prohibited subsidies (e.g., export
subsidies), actionable subsidies (subject to challenge if they cause adverse effects), and non-actionable

subsidies (initially allowed but later phased out).

¢ Investigation Procedures: Established clear guidelines for domestic authorities to investigate alleged

subsidization and injury to local industries.

¢ Countervailing Measures: Defined rules for imposing CVMs, including calculations of subsidy

margins and limits on duration.

¢ Dispute Settlement: Integrated with the broader WTO dispute settlement system, providing a more

effective mechanism for resolving conflicts.



Implications and Impact on Global Trade

The Uruguay Round’s treatment of subsidies and countervailing measures significantly shaped the modern
World Trade Organization (WTO) framework. By clarifying definitions and procedures, the SCM
Agreement reduced ambiguities that had previously led to trade tensions. It enhanced predictability and

transparency, benefiting exporters and importers alike.

However, the agreement also attracted criticism. Some developing countries argued that the new
disciplines limited their policy space to support infant industries or strategic sectors. Others contended that
the investigative procedures favored countries with greater administrative capacity. Balancing these
concerns remains an ongoing challenge in WTO negotiations.

From an economic perspective, the Uruguay Round disciplines on subsidies contributed to reducing trade
distortions and fostering more competitive markets. Countries became more cautious in granting subsidies

that could provoke countervailing actions, leading to a more level playing field. The enhanced dispute

settlement mechanisms also encouraged compliance and deterred unilateral retaliations.

Comparison with Previous GATT Provisions

Before the Uruguay Round, GATT’s Article VI addressed subsidies and countervailing duties but lacked

comprehensive definitions and procedural clarity. The SCM Agreement represents a significant evolution
by:

1. Providing a detailed classification system for subsidies, reducing interpretative disputes.

2. Instituting formal investigation timelines and evidentiary requirements.

3. Linking countervailing measures to clearly demonstrated injury caused by subsidized imports.

4. Integrating enforcement with the WTO’s Dispute Settlement Understanding (DSU), improving

compliance.

This framework marked a departure from the more ad hoc, case-by-case approach of earlier decades.

Legacy and Continuing Relevance



Nearly three decades after the conclusion of the Uruguay Round, its negotiating history on subsidies and
countervailing measures remains highly relevant. The SCM Agreement continues to be a cornerstone of
international trade law, frequently invoked in WTO disputes. Its rules influence national trade policies,

shaping how governments support industries in a globalized economy.

Moreover, ongoing debates around subsidies—especially in emerging sectors like renewable energy, digital
technology, and state-owned enterprises—trace their roots back to the principles negotiated during the
Uruguay Round. Countries grapple with balancing economic development goals and adherence to

international trade disciplines, echoing the tensions of the 1986-1992 negotiations.

In this light, understanding the GATT Uruguay Round a negotiating history 19861992 subsidies and
countervailing measures offers valuable insights into the complexities of regulating state interventions in
trade. It highlights the delicate interplay between national interests and multilateral cooperation that

defines the global trading system today.
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