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Olol

(91 %, %)
2000 | 2001 | 2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008 | 2009

71 1,728 | 2,170 | 1,463 | 1,631 | 2,459 | 3914 | 5,803 | 5923 | 9,627 | 13,183
16|68 | 3D | B3| G| .0 | 66 | 6.2 | (88 | (10.6)

4 | 3407 | 6,146 | 6,126 | 6,514 | 7,576 | 8,285 | 9,250 | 10,148 | 11,787 | 15,002

719 | a1y | 13.6)| (3.0 | (13.3)| 127 | 10.6)| 10.6) | (10.6) | 10.7) | (12.1)

P

R&D | 30,746 | 45,283 | 46,984 | 49,036 | 59,847 | 77,904 | 87,639 | 95,745 | 109,936 | 124,145

EXF{(100,0) | (100.0) | (100,0) | (100.0) | (100.0) | (100.0) | (100,0) | (100.0) | (100.0) | (100.0)

5 2000 7| IAATALAY ZARY BN ATGPFAE T4 Fols
FTEHAT L, EAATE, dish 7Y @ Sa7]9, AEEA, 7et R R E o
o2

A ST & A8, AT EARY] ZAb B BN, 7 A,

3. ANl gt A7 AR wla

9] o] Aol 27H A Ak A AAIA A 2D 9] o} )%
< wlma) B, 20034 o] 5 7B AU HlFo] Zol ST hAl 25A ¢
HjFo] Z7bsHe 241 Bolx gtk A BolEo] B Ex
2| Lol Az F7180e], Lelam 2 A Aol A= H7] o] At H oz

of sl g ek
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CE 11-6) R&D Ao CHEH 2IEA| A2 2RO A=Y F0

—

I_

(&H9k: 219, %)
2001 | 2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008 | 2009
8,316 | 7,589 | 8,145 | 10,035 | 12,199 | 15,053 | 16,071 | 21,414 | 28,185
(51.39) | (47.60) | (38.19) | (44.52) | (47.59) | (53.59) | (49.51) | (53.60) | (60.53)

SRR

7867 | 8,355 | 13,184 | 12,507 | 13,432 | 13,037 | 16,388 | 18,491 | 18,376

%
] (48.601) | (52.40) | (61.81) | (55.48) | (52.41) | (46.41) | (50.49) | (46.34) | (39.47)

®

16,183 | 15,944 | 21,329 | 22,542 | 25,631 | 28,000 | 32,459 | 39,905 | 46,561
(100) | (100) | (100) | (100) | (100) | (100) | (100) | (100) | (100)
1) SATAIALY AL B RiAe] AysaEAE B4 olo|A LhEh
b o719 Far)el digt AEAane 2 A9
Az 2N SUE, TRAATALAY AL B BAA,, 7 Ak
NAAAR, TRAAER LA, 7 A,

& A

i REe] H7HEo] 7|e ol ot AR F817] 8l AN
dhof| B 252 A FsHAY Ei= AAIA LS Sk Sl

OECD(2010)¢]| &JsHd f-2jutzte] Atrhdke] gt B2+ 5 2 H A
T AR T PEAES TR 57 GDPel i & of o2 OECD
=710l Hlal 32 A 08 A= QT 2008 7] f-2uhete] At/
of gk Bxw 5 A HX Y] GDP thH] H]F2 oF 0.15%0]aL A|A| A
& A F5.9] GDP thH] H]S-2 ©F 0.19%°]tHY),

A t7Nel gk AR AHA Y HFE7F F 2 vl A A5 A
731 5o, Ziuve, oo, Y&, S AE o} 52 IR U] R
Ao Uetyth A4, 54, ofol&dE, AR, SARE2S FAN

L, ojgzlol, A9, SZubrloh WA|S, 2| 5 1171 =7kl A= 2

]

14) 9 AAIE ARA LR} OECDOIA] AR HAAY TH} Aolgtel] Fe)
"avt ok ORCD ARoAE Rk AAE B A7 o] ofw o] 2t
QA= AN eort wEka Aw AA7IEe] e 1 s} Aole

"

Lol FejgljoF gtk Iy 7] OECD ARE 143 B2 FUst 7
2 2ARE OECDI =59 vlals F3 =7PER AAR et Axd 5
S o BEoheAlE vas) 2] fidkolth

A

Ir ﬁo %0 ﬂmai‘

2 F
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SN}, “E-8712 (public body) ol T4 1 F-0] 7o) 6% mash
o, AHHOE 1000 HREAR o]Fol2 HRFA| T HRA| Lol
S0%% 25k 37199 49 71 7152] Azl ATigle] B8RO
AolEck & 4= girk. 2ot A wro e ofsh ﬁa ok
A 50] A5 AP RO 2 WHEA] F-g7|Hholekal B S glom AR
2 o 71500] F7 10 ZA s el solAlol rﬂra} 327
T o357} AAEITH0 B E A£G Ho] k] 127 EAe A

421 ¢ = A AER o] ofs) )
L9, B0 ARG AEe] AR ARo|E Beka SshA) A
7152 SWFHe A5, BE7I O slerstelof Ao thalA
221 gheh7] o] kA ALAIE HHs gl Aok AR Hch

|2, GATT AAlste] H2md g dedsto] A7) 7(US-Imposition

of Countervailing Duties of Certain Hot-Rolled Lead and Bismuth Carbon
Steel Products Originating in France, Germany and the United Kingdom,
SCM/185, Nov. 15, 1994) ol A <=3k RIZE2-3g o o et A7 Kz

O 2 7 4 ey she SAIZEAIZIE HE7E QAek ool sl siE 7§§
o] 7l }do] mIxheeg o] Al Al ko] Fa3t S skolthe U gth A
A AA| 7} H HZheeg o) 225 AR A HEg o2 B o=
<771 4 flom, 2Rt HEe] 227k iRt o slojg Ak
% 0]9]9] ﬂi‘%@}oﬂ A-5-2] © Z(acting on the basis of their assessment of
their commercial interests) =714 Q1 AJ Y-S sl S o] o=

of ZARTHAL & 4= glekal TSI, é, gF-2] 7ol A== 78‘
ol AAR W E BAFATE AP SR Sl AR
SHA| = Aol ol gt A=A ]l 717k %XIBPX] Sethe Zloth s

r o

16) US - Definitive Anti-dumping and Countervailing Duties on Certain Products from
China, WT/DS379/R (2011.3.25. 9 &),

17) SCM/185, para.400.
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37) 1960 GATT AFE2RIEE B IA(GATT, 1960) HEF B2 (02} (d) F5 F=.
38) GATT, BISD 23d Supp. 112, paragraphs 68-69 (1977):
68. gL w| AFE7} DISC A=) ATZ £E0] Foi=Edck A
g A% DISC7F W =R SHIEITHs 31 DIsC AFo] 7|e] A
f& geg Fofditte AMdE St A3
0. Qe piscHo] o] 4E2FUE =gk eyt
39) 25k 71AA O] NfAEIE ZHsl7] AL GATT Xvide] A e] & 7S
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19799 5¢ Al o3 o] I HA Q] A3 01F
Josoul 1) | THATE B e 9I5h HHRA) FEA AAZE GATT XV

% -?'1 ]"6‘]—1] 01_1__ E]— E-‘] OF3 H71—/§—]E Xﬂo]'

A

& uhu flol AR ezl gelstn mE SRS
4. SPAIRE GATT XVE4o] e 241210l 1418 Al 9= Disce]
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42) GATT, BISD 23d Supp. 112, paragraphs 68-69 (1977)
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69. d2 DIscHie] n59 FEFHE o=rke AsFch
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43) Jackson(1978), p. 770 F=.
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47) WTO, United States - Tax Treatment for “Forejgn Sales Corporations” (WT/DS108)
Paras, 7.65-68. @2 ‘19814 & E‘?Jfﬂ' QY39 “ . .does not affect the
rights and obligations of contracting parties... " = A& diaf “daljzA <] Y&
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7} China — Measures Affecting Imports of Automobile Parts
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L) Philippines — Measures Affecting Trade and Investment
in the Motor Vehicle(DS 195)
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C} Canada — Certain Measures Affecting the Automotive
Industry(DS 139, 142)
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2}) Brazil — Certain Measures Affecting Trade and Investment
in the Automotive Sector(DS 51, 52, 65, 81)
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O Indonesia — Certain Measures Affecting the Automobile
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L}) Korea — Measures Affecting Trade in Commercial Vessels
(DS 273)
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7D India — Certain Taxes and Other Measures on Imported
Wines and Spirits(DS 380)
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Lh) Canada — Tax Exemptions and Reductions fro Wine
and Beer(DS 354)
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71 United States — Domestic Support and Export Credit
Guarantees for Agricultural Products(DS 365)
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Solution to the Cotton Dispute in the WTO' o] &&J5}al o] AME-E EA7]
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C}H Canada — Measures Affecting Importation of Milk and
the Exportation of Dairy Products (DS 103)

nle ek JEIE AR Rtk A0R 24FHE pER
9 9-gof vigt TGRS} 8o Bato] BAS AZIS stelch 1
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7h China — Grants, Loans and Other Incentives(DS 387,
388, 390)

sheferel, wlA)3, 0] FR0] A1 71450 Hofots A gl, o
= 9 7|E e —5':73]’1‘:}0} WTOO| Alash e}, =2 A A ol gk 2
Z+ AF|o]A|qE China World Top Brand Programme} Chinese Famous
Export Brand Program¥} &3}o] 23 A A 3|22 AlA0] 24 = 3}
Uz = Aoz Hol AX|Y B3 o] FojH 5 5 4 Utk

L}) China — Certain Measures Granting Refunds, Reductions or

Exemptions from Taxes and Other Payments (DS 358, 359)
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7199] =90 thAl =l Y] ARS-S 2o ® Ala RS A S
AlE Sl Aeliol & AldE AFA -2 740] O 14 % %%@E}ﬁ
Sora Al ok, ofERt AAIZE e FF AR il =

gt 8ol A& 2= W=mlde- A2l 01 ‘flrt}l’ S=Ah

CH Japan — Tariff Quotas and Subsidies Affecting Leather
(DS 147)

HE-sA= 7150l ik 22 TN TIA =] 5443 Dowa A HF

2] AREA ]l 7FEAY S A AR R TS EARoF wTOof A
Fach FH9] =4 a2 dE S o) 7ol ek 371 &
MTFA =S v d FASh=T], © sFFE21 7155 =% gholAd A 2| 7]
=7 AR A g a7t 5 B EA = 89 EAE v
st = B A 2 AWM (Law concerning Special Measures) ol <-4
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2} Australia — Textile, Clothing and Footwear Import Credit
Scheme(DS 57)

=2 35 HFO| Textle, Clothing and Footwear Import Credit

Scheme (TCF)3}o]] & 72 2| AE AFZo| st }LH Z,:%?_,j AS0| 2ZE
o et =) 5 bS] ol e A 2, o9 85
@ ] Aol viel 54 AL SUT A3 B T W
Sh= A7t REgdds fukeiths WToo]| A4k,
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Muteter Hepd 7ho] 5714k B A4S ol SAISkE &
7] Azt e ehi Aol disl ZAIE A7 124 uig- HolshA tiH st
AL, EFFWTO 27 F-0f| &= o Aol A B2 =5hE oF7| sl 7Hut
The WTO T o] Hapd 450 o3| of el 22} o] dsfd A=}
8 A5t DA oBALIAE TN LY o 0

2ol Tfet F7hA 0l AL Aldshel)

%4.0412‘& e opr|3t ARREEFRA] Fof Mt HHo] ot
Technology Partnerships Canada(TPC) X Z I} Defense Industry
Productivity Program(DIPP)©] QI+, & T2 I3 W= HEAF A L7|d
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A Aol thet -8 WwTORH fiRte2 gt = <A B o3y
ol taeliA HESH et
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57) TPC Annual Report 1996-1997, p. 20.
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Utk e 2y AREAstol) A 91E FEe] syl At

dog o g=lo] Qllrh B&o] BombardierAtell 2J5tH FA} He-S A
gksl7] fIeiAI%E 400t ©]4e] 3] Hl7t Q=] AgEAE
Alof] W= CRJ-700-2 AZF 25t H o] Aateiutol §lom 2005A7}
A 127 0| 4] 178TH A= o] AYAto] =] QIglet, Bepd oo 712
&ko CRJ-7009] g TPC §-4F2] 4= &) 1.76%0]] LZIThal F=745FH A,
Hrp A4AAQ1 16,9~21.9% =52 AR ES ekt of hueh A5
£ & Ardell dial] Azt 1,318yt e ol A] 1,754uk e 2] A = 2]
HEas Agshal ok 374613iTh o 7]of] AR Aol 20118 7H4) =
L g AL 7Hoksle] Bombardier7} BH= &|E19] 1998 A 71X 2 A
AFSHH 0,9~2 197 vthdeo] o] Ertal Bepd2 2451t

E3E Hepde fARE FJEjY] XYool BombardierAl AFZARRL de
HavillandAbol| &= A3 =] Q=] TPC3}] 7|40 52 3,02%¢] 12| 3L 9]
o 1998 A 7HA| & FHakglh S8 4 3008 ~7,7009F T e ol &
sl Bebale 2513t $HE, de HavillandARS] 7-$- DIPPS}OA] 2]
U2 4 2970 ohe e F 10 Rt Adeket A0 R B w9t

ofe} SAFEE TPC A YL ¥ 1=t BombardierAt2] A Ato] 2w
1 Qek TPCato|A] 1,477 uctde]e] A ¢S ®hS Pratt & Whitney
CanadaAl] 7% BombardierAlel] 2 v]3)7| A2 F-F335=d]|, &3

0] 1998 FA7F2 2 AASHE 0,97 ~1.829 7 U thd e o] o] 2t Ha}

58) Industry Canada Audit Report (1998).
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2) g A g7 7

g2 4 A7) TPC A o] FEof o5t A AR 7o =A g
AL Brgol sigdiths Foll sl HohE ZAIE #7151
ootk

FER T W Hsto A= HAQl(de jure) 434 HTh= AMEHde
facto) AgA 0l =27} ASE L Sleh AFaHde facto) TEREFY U5
I FAst, idS At TA AP Eo] FEH R HEE oo sh=t]
ol gt A5 AU AMETA of) 7| Z3ljof qhrhal WS EI,
& 23ko] WAl a4}t Hedstol A= o] 28} But for testE AASFA=
o, BEgol $RtE= Eof tigt 717 figiehd Aol o5t x|o]
=2 S Aolehs FE AP R YFstolof gitkal A stgl, ol
ARl s S o R g2 B SAAES HES F Bepd
B7FTPC7t 2R 2] sttt s A5 U5 (prima facie case)S 33
o o]F Aurirt vhabekR] Lstglent, TPCE &R 2goletal #

Astict.

94| A7) S oA gido] el o] prima facie case Y52 7|22

AEdt= SARESOR A Ao et FRu 712 of TE A
SO W8S ¢1-8shHA] TPCO| &gt a4 Ho] AMd =

27212 93} ‘7]8(designed and structured) ¥ $EHZFolgkal HASH

AL} 53] o]} T A, 3 d2 A FZ9] TPC Aol &2
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ARl High Al e BE FEE QT 24319991 ©]$-2] TPC A E AL
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future export performance by the recipient. The issue of whether this standard is
met must be assessed on facts surrounding the granting of the subsidy, including
the design, structure, and modalities of operation of the measure, Finally, the fact
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alone that the recipient of a subsidy exports is insufficient for a finding of de
facto export contingency. Rather this fact must be considered together with all
other relevant evidence relating to the granting of the subsidy for purposes of
determining whether the subsidy is contingent in fact upon export performance,”
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(1) That TPC funding statistics (para, 6.220) demonstrate that TPC is
captive to the Canadian aerospace industry, and more specifically, the
regional aircraft industry; that TPC itself recognizes its main beneficiary as
“highly export oriented,” and evidently believes that fact is noteworthy in

justifying TPC's own operation.

(2) That such support is, as an historical matter, par for the course: that
TPC's predecessor, DIPP, channeled subsidies to the aerospace sector
totaling approximately $2 billion, giving TPC ample experience testing
whether its anticipations or expectations regarding the industry’s export

performance are founded,

(3) That statements made by the Canadian Government in announcing
its $267 million in grants to the regional aircraft industry demonstrate that
those grants are tied to the Canadian Government’s anticipation, based on
ample historical evidence, that the industry will maintain its 100 per cent

export orientation:
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Statement of Industry Minister John Manley that “[alerospace is a crucial
sector for Canada's economy, with exports growing at 10 per cent per

year,”

Statement of Mr. Herb Gray, Leader of the Government in the House of
Commons and then-Solicitor General of Canada, that “[these two outputs
of the Dash 8-400 project - the creation of jobs and the building of exports
-- are just what the government had in mind when we established

Technology Partnerships Canada earlier this year,”

Statement of Mr, Paul Labbé, then-President of the EDC explaining

EDC's decision to support the launch of the CRJ:

Our focus is export financing, What we're trying to do in this particular
case this is an exceptional case is launch an aircraft that has a world
market, The Canadian market for this aircraft is minimal compared with
what this world market is going to be, but it has to be launched. You have
to get a good customer base established so that you have a good market

for that thing.

(4) That when these statements were made, the Canadian Government
was aware of the fact that, according to Brazil, every single sale of Dash 8
series aircraft made since 1992, and every single sale of the CRJ since its
development and commercialization, had been for export, For Brazil, the
Canadian Government has therefore made it very clear that it maintains
massive amounts of support to the Canadian regional aircraft industry

precisely because it is an export industry and precisely because they



166

anticipate that it will continue to be an export industry, 111
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B 35 Canada admits, the Canadian aerospace sector exports a large
proportion of its output, due to the small size of the Canadian

domestic market; (emphasis supplied)

B the 1996-1997 TPC Business Plan notes that TPC's "approach” in the
aerospace and defence sector is to "directly support the near market

R&D projects with high export potential"; (emphasis supplied)

B section 3.2.3 of the "Terms and Conditions" set forth in the TPC
Interim Reference Binder states "TPC will provide contributions to
specific industrial development projectsin order to enable Canadian
Aerospace and Defence Industries to compete fairly and openly on

the world competitive stage" (emphasis supplied)

® the Industry Minister's Message included in the 1996-1997 TPC Annual

Report states:

“Aerospace and defense also make a significant contribution to

our economic well-being, The sector is highly export oriented.

111) WTO, WT/DS70/R, para.6.228.
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Exports accounted for about 70 percent of sales, or $7.4 billion,
in 1995. And there is the prospect of real growth in this area.
Canada's aerospace sector currently ranks sixth in the world,
With investments from TPC, and with industry's concerted
efforts, this sector will be better equipped to compete
effectively in the world marketplace and could grow to fourth

place”; (emphasis supplied)

B the 1996-1997 TPC Annual Report states that “[tlhe 12 largest firms [in
the A&D sector] account for most of the R&D and shipments, of which
80 percent are exported. --“TPC is proud to be an investment partner

in this export-oriented success story’; (emphasis supplied)

® an Industry Canada press release, issued in respect of the $100 million
TPC contribution to Pratt & Whitney, quotes Industry Minister Manley
as stating “Aerospace is a critical sector for Canada’s economy, with
exports growing at a rate of 10% per year, TPC's investment in these
projects will help increase the global competitiveness of this industry,
while supporting jobs in Montreal, in Halifax and across the country,

generating economic growth and export dollars”; (emphasis supplied)

® Concerning the $57 million contribution to de Havilland for the
development of the Dash 8-400, Mr, Herb Gray, Leader of the
Government in the House of Commons and then-Solicitor General of
Canada, stated that “these two outputs of the Dash 8-400 project - the
creation of jobs and the building of exports - are just what the government

had in mind when we established Technology Partnerships Canada
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earlier this year” (emphasis supplied)

® TPC website material states that “TPC approved projects are forecasted
to generate sales of more than $65 billion (mostly exports) and create

or maintain 13,166 direct and indirect jobs”; (emphasis supplied)

® the TPC Applications Kit requires applicants to describe “potential
broad economic and social benefits, such as: job creation and
retention, increased exports, new investment ---.”. The Applications
Kit also states that TPC “invests in projects that have the potential to
create jobs, generate export, launch new industries, and transform or

strengthen the competitiveness of industry”; (emphasis supplied)

® according to the TPC Interim Reference Binder, Schedule C of the TPC
Aerospace and Defence Sector Generic Model Agreement requires
applicants to distinguish between domestic sales and exports when

reporting forecast and actual sales; (emphasis supplied)

® the TPC Interim Reference Binder requires TPC employees, when
completing Project Summary Forms, to explain the reasons for
recommending support or rejection of the project. In particular,

employees are given the following instructions:

“Strategic Considerations, Benefits, Indicators

In justifying the recommendation in strategic terms emphasize

“business results”, The following may be considered:
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1. Link the project with departmental strategies and priorities as

relevant:

a) improvement of international competitiveness; when sales
will result directly from the project, report annual sales in terms
of domestic and export sales and any import replacement”

(emphasis supplied)

B section 3.2.3 of the “Terms and Conditions” set forth in the TPC
Interim Reference Binder states that TPC will “fill a financial void--
where government action is required to level the competitive playing
field, at the near-market end of the spectrum” and that “contributions
under the Aerospace and Defence component will be directed to
projects that will maintain and build upon the technological
capabilities and production, employment and export baseextant in

the aerospace and defence sector” (emphasis supplied)

® [ndustry Canada website material concerning TPC “Application information”
states that one factor considered by TPC in determining the need for federal
government involvement is whether “assistance is required to level the

playing field against international competitors;(emphasis supplied)

® section 3.3 of the TPC Charter, entitled “Aerospace and Defence
(including Defence Conversion)” states that “investments will be
directed to projects that build on and maintain technological

capabilities and the production, employment and export base of the
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sector’; (emphasis supplied)

B the 1996-1997 TPC Business Plan records the proportion of the
aerospace and defense industry’s revenue allocable to exports

(emphasis supplied) and

® the TPC contributions identified by Brazil have been for the
development of specific products, and have been provided expressly
on the basis of the projected sales of those products, the market for
which is known to be almost entirely outside Canada; the statistics
maintained by TPC, and the public statements about TPC, separately
recount, and emphasize, the amount of export sales "generated" by

these contributions. (emphasis supplied)

3. Ahjehrebd aga] Bl Rad B 19994
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® TPC objectives have been adjusted to focus on promoting technological
innovation, thereby enhancing the technological capability of Canadian

industry, rather than commercialization,

® Fligible activities have been redefined based on the WTO definitions
for industrial research and pre-competitive development,
® Assessment criteria have been reoriented to focus on the contribution

a project makes to improving the technological competitiveness of a
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tirm rather than the commercial viability of a specific product. TPC
will not request or consider information concerning the extent to

which applicants do or may export,

Transparency has been enhanced and TPC investments will be made
public, In addition, TPC's administration has been modified to enable
TPC to release more information in order to support its investment
decision, while still respecting the need for commercial confidentiality.
All TPC contracts will explicitly document the government's rationale

for the investment and all related conditions,

The concept of risk and reward sharing has been restructured, TPC
will continue to share with its private sector partners in both the risks
and rewards of projects, with the rewards to government consisting of
both financial returns and economic benefits to Canada, Repayments
will no longer be based primarily on royalties tied to specific product

sales but will take different forms, depending on the project.
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{Abstract)

Studies on WTO Consistency of Tax
and Fiscal Policies

Jaeho Cheung, and Dukgeun Ahn

This study aims to analyze tax and fiscal policies in a broader
framework so as to draw policy implications for the future implementation
in a more consistent manner with the WTO Subsidy Agreement.

Government support programs can be divided into two broad
categories: tax incentive programs and fiscal policies. This study reviewed
various tax programs and proposed the reform actions for tax exemption
on overseas dividend incomes, tax credit systems, corporation tax systems,
and value added tax systems. With regard to R&D programs that is
currently the most prominent government support programs, we conclude
that grant or direct subsidy programs may be more effective for
fundamental research activities while tax incentive programs may be more
efficient and WTO consistent for “near-market” or commercial research
activities, Moreover, although R&D programs need not be completely
abandoned due to potential legal problems under the WTO Subsidy
Agreement, the government should be aware of the lesson that excessive
promotion of governmental roles in R&D policies may induce unnecessary

trade conflicts with trading partners in the WTO system.
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