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Abstract

The World Trade Organization (WTO) prohibits member countries from subsidizing their exports
and regards subsidized exports as an unfair competition. But why are there still export subsidy
competitions and a series of mutual accusations among exporting countries? The impact of subsidy
agreements on the interests of relevant countries and the world has not been fully discussed in the
previous literature. The purpose of this paper is to use a simple model to discuss these issues in
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detail. This paper shows that exporting countries with low production cost exporters have higher
welfare levels with export subsidies than when export subsidies are prohibited; but when all ex-
porting manufacturers have high production costs or similar production costs, it is a better policy
for exporting countries to comply with the WTO agreement (that is, not to subsidize export enter-
prises); in other words, the WTO export subsidy agreement may not be beneficial to all exporting
countries. In addition, this paper also finds that when exporting countries provide subsidies for
their exported goods or services, the total welfare of the entire world will therefore increase.
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