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I. INTRODUCTION  

In order to level the playing field between Brazil’s aircraft manufacturer, Embraer S.A. 

(“Embraer”), and Canada’s aircraft manufacturer, Bombardier Inc. (“Bombardier”), Brazil 

initiated a World Trade Organization (“WTO”) dispute with Canada (DS522) in 2017 to 

challenge the billions of dollars in “launch aid,” equity infusions, and other subsidies that 

Canadian national, provincial, and local governments provided to Bombardier for its C-Series 

commercial aircraft program.  

Since Brazil initiated its dispute, however, the commercial aircraft market has undergone 

major changes.  Most notably, by 2020, Bombardier entirely exited the commercial aircraft 

market, and the company that now controls the C-Series – Airbus SE (“Airbus”) – is not based in 

Canada.  Furthermore, Airbus has shifted production of some of the C-Series aircraft to the 

United States.  Given that Bombardier abandoned the industry, that the C-Series is now 

controlled by Airbus, and that some C-Series aircraft are produced outside of Canada, Brazil’s 

dispute with Canada is unlikely to result in an effective remedy for Brazil.  As a result, at the end 

of the dispute, the Government of Canada’s options for redressing the harm caused by its 

subsidies will be more limited. 

The massive subsidies that Canada provided, however, demonstrate the distortive effect 

of government support in the commercial aircraft sector.  In order to resolve the issues that 

undermined a level playing field and to continue fighting for fair and open competition, Brazil 

considers that an effective remedy can be obtained only through strengthened disciplines on 

aircraft manufacturing subsidies, which should be negotiated among key governments in this 

sector. 
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II. THE HEAVILY SUBSIDIZED C-SERIES AIRCRAFT HIGHLIGHTS THE NEED 

FOR AN AGREEMENT TO DISCIPLINE SUBSIDIES 

A. The C-Series Only Exists Due To Massive Government Support  

Bombardier launched its C-Series aircraft program in 2008 with hundreds of millions in 

“launch aid” and other subsidies from the Governments of Canada and Quebec.  Because 

launching a new aircraft program entails years of significant costs to research, design, develop, 

certify, and produce an aircraft before the company even makes a profit, commercial lenders are 

unlikely to provide financing in amounts sufficient to meet development costs.  In order to 

overcome this situation, aircraft manufacturers such as Bombardier have received substantial 

government financing repayable several years later upon delivery of aircraft.  This was especially 

relevant in the case under dispute, given that Bombardier had no experience creating an entirely 

new aircraft from scratch, no alternative sources of funding, and no choice but to accept the 

massive launch aid and other subsidies from Canada and Quebec.     

By 2015, Bombardier was on the verge of bankruptcy, and its C-Series program was near 

collapse when it encountered significant delays and when customer orders completely dried up.  

Quebec came to the rescue by buying nearly half of the C-Series program for USD 1 billion, far 

more than what such a share was worth, and by acquiring a portion of Bombardier’s 

transportation division for USD 1.5 billion.  With this desperately needed cash, Bombardier 

finally brought the C-Series aircraft to the market, something that would never have happened 

without government support.   

B. Canada’s Enormous Support For Bombardier Is An Example Of The 

Reckless Subsidizing Behavior That Distorts Competition 

In order to sell its untested, highly subsidized, and over-built aircraft, Bombardier slashed 

its prices far below costs in order to take sales from Embraer.  Its prices were so low that 

Bombardier was forced to report over half a billion dollars in onerous customer contract 
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provisions as a special item in its financial statements.  Embraer, on the other hand, launched its 

own aircraft without government support and competed with the subsidized C-Series for sales 

with many key customers.  The government subsidies enabled Bombardier to price the C-Series 

even more aggressively with these key customers, thus fundamentally distorting the commercial 

aircraft market.  This situation led Brazil to launch a WTO dispute against Canada. 

Ultimately, the massive subsidies harmed several parties, including both the parties to the 

WTO dispute.  The subsidies created an aircraft program that was too big for Bombardier, which 

was forced to sell a majority interest to Airbus in 2018 and the rest of its share of the C-Series 

program in 2020.  The subsidies thus caused different outcomes than Canada and Quebec 

expected when they invested in a Canadian company that eventually left the market, harmed 

Embraer through lost sales to a subsidized aircraft, and forced Brazil to launch a WTO dispute to 

attempt to level the playing field.  The failings of the numerous large subsidies for Bombardier 

highlight the need for an agreement to discipline subsidies – both for the benefit of the aircraft 

manufacturers and their governments. 

III. CHANGES TO THE SECTOR IMPAIR BRAZIL’S EFFORTS TO LEVEL THE 

PLAYING FIELD THROUGH DISPUTE SETTLEMENT  

Recent changes to the commercial aircraft sector have limited the effectiveness of 

Brazil’s WTO dispute, compromising its ultimate objective to restore a level playing field for the 

sector.  As noted, after Bombardier brought the C-Series program to market with massive 

government support, the program and its enormous costs became too much for the company.  In 

October 2017, Bombardier announced that it would sell a majority interest in the program to the 

European aircraft manufacturer Airbus, and Airbus simultaneously announced plans to open a 

production facility for the C-Series in the United States.  The deal closed in 2018, with 

Bombardier selling a majority interest in the program for just one Canadian dollar.   
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By February 2020, Bombardier – which had already sold its other commercial aircraft 

programs – sold its remaining interest in the C-Series program.  Also in 2020, Airbus’ new U.S. 

facility opened, and the company started delivering C-Series aircraft made in the United States.  

Moreover, after leveraging its transportation business to secure an additional USD 1.5 billion in 

cash for the C-Series from the Government of Quebec, Bombardier is now in the process of 

selling this business as well.  With these changes, any remedy for Brazil in a dispute with 

Canada would potentially be ineffective now that Bombardier has abandoned the sector, the C-

Series is controlled by Airbus, and Airbus has shifted a significant portion of production to the 

United States.  As such, a WTO ruling eventually confirming the WTO inconsistency of the 

massive Canadian subsidies can no longer help Brazil level the playing field. 

The endless litigation in the ongoing aircraft disputes between the United States and the 

European Union and the recent developments in the commercial aircraft sector show that WTO 

dispute settlement and current WTO rules are insufficient to discipline subsidies in the aircraft 

sector.  New sector-specific rules are needed, beyond the WTO’s Agreement on Subsidies and 

Countervailing Measures.  Governments must create those rules instead of relying on WTO 

adjudication to do their job. 

IV. CONCLUSION:  FIGHTING FOR OPEN AND FAIR COMPETITION 

REQUIRES A NEW STRATEGY   

With significant changes to the commercial aircraft sector since 2017, the settlement of 

the WTO dispute with Canada is no longer sufficient to help Brazil achieve its goal of leveling 

the playing field.  To continue fighting for open competition on equal footing among aircraft 

manufacturers, Brazil has decided to transition away from its dispute with Canada to call upon 

key trading partners to start negotiating an agreement to discipline aircraft manufacturing 

subsidies, including government support of the type that brought the C-Series to market but 
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ultimately failed to prevent the loss of Canada’s only domestically owned commercial aircraft 

producer.  This idea is explained in a concept paper that the Government of Brazil is releasing 

together with this communication.  As described in the concept paper, a new strategy based on 

negotiations is necessary to find an effective and sustainable solution to level the playing field in 

the commercial aircraft sector. 

  


