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1. Izn accordance with a decision taken by the Committee on Trade and.Development
at the thirteenth session, the Expert Group convened on 19 May 1969 and examined, on
the basis of written submissions-by developed countries, the.current situation:in
regard to the use of adjustiment ‘assistance measures which have a bearing on the
creation of better trading opportunltles for developing ‘countries. .The -Group's terms
of reference are as follows:

- 15" study the materlal set out in document GOV.TD/W/B and addenda -and, as

appropriates, to gather additional material; _

- to report on the measures being applied or proposed to be applled by
-industrialized countries for. assisting adjustments in the changing structure
“and pattern of production, so as to permit an sxpansion of international -

trade in products of interest to less-developed countries and to provide .
larger opportunit¢ss for imports from these countries. . . - o . .o 50 N7

2. The Group had hefore it written statements submitted by ten developed countries; -
one dgveloped countr-y orelly reported on the measures it had taken; dnd certain

other governments adviscd the Group that the statements which they had supplied.in

1966 and rep§oduced 5n COM, TD/h/_’}, rsmamed v‘al:.d. (cf. CGM.TD/W/SS COIvI.TD/W/92

and Add.l-9.

3. In analyzing thc material available to it, the-Group noted that ‘éhe‘auijusf:inezrr:t?‘~
assistance measures avallablc to govcrnmsnts 1ncluded thc IOllOWlng.

A, Assmstance i) bu51ness entvtves

(a) ZFinancial assistance

(i) Grants, advances and loans (often low interest and wlth goneTrous repayment
per*ods, to: -

= private firms for machinery and building;:

~ local authoritics for intrastructural expenditurc;

- invesiment reserve funds to encourage sntesrprisss to invest during
periods. of recession to even out business fluctuation.

{1i) Grants or loans tc firms to facilitate the scrapping or "moth-balling" of
machinery, or to promote modernization of plant and squipmsnt.
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(b)

(iii) Loans to smell enterpriscs to cncourages projects on a co-operative
basis.

{iv) Grants of lend, transfer of works and sitcs, construction of factories
for hire or salc to manufacturing concerns.

(v} Subsidies towards costs of factery buildings.
(vi) Guarantecs of privatc loans to manufacturing concerns.

(vii) Paypents to offset interest chargsd on privatc loans to manufacturing
ccneerns.

(viii) Grants to enable feasibility studies by privete firms.
(ix) Inauguration of public works programme.

(x) Funds for assisting in the finencing of moves towards industrial
concentration, fusion and rationalization.

Pigcal ipducsnents

Tax exemptions, defsrments and rebatés, including accclerated deprsciation

allowances.

(c)

(a)

B.
(e}

Tcchnical assistance

(i)  Assistance to manufacturers in prcparing adjustment proposals for
inproving production, menagerial, marketing and financial operations,

(ii) Assistance in stimulating industrial growth of particular areas
through the application of science and technology.

Information and guidancs services

Assistance to enable small enterprises to convert their businssses.
Assistance to labour

Retraining of labour

(i) Establishment of training facilities. .

(ii) Grants or loans to local authorities for the sstablishment of training
facilitiss.

(iii) Grants or loans to firms for the establishment of their own training
facilities.
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. (iv)'iPayment drtpgrt paymept of salaries of instructors and trainees.
”(fﬁ -Tbﬁporarz meaoures to onooth out fluctuations in SRRV gtmund

- (1) . ‘Paynent for workers dur¢ng periods of unsmployment'ur rcduced
emplojment )

C(34) Emergency worké, governnment construction, 2dditisnal public contracts.

-
-

,(é)ﬁ ¥@_ ent of labour
. (1) " Payments to‘enable trevel for training and intervicws.
.jf(ii) Payments for movement of fanily and effects.

Jé(ill) Publicity on employmcnt opportunities in localltles outside the-
dapressed areas .

.

-

(n) .Guidance grOV1ded bx publlc cmgloxgent serv1ce

Le In ”ev1ew1ng the notlflcutlons, the Group ‘hoted the assbrt on of certain
countries that by virtue of their liberal trade policies and the reliapceén

the forces of supply 'and demand, the adgustment of factors of production t&- -~
changes in market situations tended to take place autonomcusly and direct’
government intervention had béen ninirmal., The Group noted that the najority of"
developed countrics had available various neasures of adjustment under either -
general or SpSClIlC leglslutlon. Thesc measures included direet fincheial 77
assistance such 25 grants, loans and subsidies, or indirect ussistencesuch as
fiscal and credit facilitiss. The purposc of these néasures wes gencrally to
promote efficiency through ratlonullzatlon, reorghnlzatlon, plant relocation and
industrial research.  Ia addition in the magurlty of developed countries
legislaticn was also availeblefor relocation of labour whenever it was -
nécessitated by structursl changes in the industry or by restructuring of the’
economy as a whole. In the caesec df two countries adgustment assistance programmes
were specifically designed to assist firms and worksrs adversely affected by
chenges in the tradc sector which right srise fron cbligations assumed in-tradc
negotiations with foreign countrics. It was noted that none of the developed
contracting parties had neasures dssigned specifically for assisting their
industries or individusl firms to undertake nscessary structural changes in order
to provide larger opportunltles for the imports from developing countrics.

5. Mention was 21s> madc by some countrics of adjustnent assistance Progremmes
to deal with problems of spoeified industries or with problems of depressed
arezs, though generally, thc adjustmenti assistance meacurec availzble were
designed to deal with thc problsans feced by individual firms and workers of
individual firms rather than for entirc industrial sectors.
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6. _The Group attempted.to ascertain from ths material before it whether there
had been any notable changes in the situation since 1966, when the Group conducted
its last review. . Sone developments in this regerd had tuken place. Canades, like
the United States, now had provisions for adjustment assistance to deal with
changes in import patterns arising from trade negotiations. Some countriss,
notably Austrie, France and Italy, had obtained more specific legislation
to facilitate the use of adjustment assistance measures for adaptation to sconomic
chenges. In the case of Italy the measure taken related to the reorganization
of its sulphur industry which had led to the sbolition of import restrictions
on sulphur last year. Effective measures had been taken by the United Kingdom
in the cotton textile sector in response to changing patterns of imports through
rationalization in the industry which had facilitated increasss in imports fron
developing countries. Other countries, notebly the Netherlands had also taken
csrtein neasures in this sector. While there was little fundamental change in
the situation zs to the aveilability or use of specific measures, many developed
countries stated that they were attaching increasing importance to the use of
adjustment assistance measures, especlally in the labour field, as might be seen
from the increases in the financial resources alloc ted for thls purpose.

i
7 One expert referring to ‘the Task ‘Force on Carpets and Glass mentloned in
paragraph 13 of the United States notification (COM.TD/W/92), asked for more
information on the nature of the work of this body, particularly on whether its
activities were directed =2t providing assistance to individual firms or to whole
industrial sectors. In response to-this enquiry the expert of the United States
replied that the Tesk Force on Carpsts and Glass was created on 11 October 1967
-at the tine the President extended existing escape clause actions on Wilton and
velvet carpets and sheet giass. The President appointed the Task Force bscause
it had besn determined. that the adjustment zssistance provisions of the Trade
Expansion Act would not provide adequate remedies for the problems of the two -
industriss. The Task Force way instructed to make a comprechensive study of the
industries involved and of the small communities in which many of the plants were
located. The mission of the Task Forc: was to make an inventory of govermment
assistance programmes available to these areas, to search for alternate cmploy-
ment, and to take other steps to werk out long-term solutions. to problems created
by job dislocation. The Tusk Force was currently engagsd in carrying out its
mission., It would be precmzture at the present time to attempt to eatimate the
degree of success it mcy achieve, or the degree itc which it might serve as a
model for the solution of gimilar problens.

8. In urging that greater use be made of adjustment assistsnce measures

some menbers drew attention to the provisions of Article XXXVI:9, as well

a8 those of article XXXVII:3(b). Under the latter provision developed countries
had undertaken to give active consideration to the adoption of measures,

which might include neasures to.pronote domestic structurzl changes designed

to provide opportunities for increased imports from developing countriss.,

In the view of experts from developing countries having regard to the

principles and objectives of Part IV, it wes thus incumbent on developed
countries to make conscious or purno<cful attempts to deal with their pqrtlcu1""
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problems through internal. adjustment. To that end, the sxperts from developing:
countriss steted that in their view i’ wes important for the Group to cercfully..
examine the measures reported, partistarly in the light >f the second section
of its terms of reference.. They felt that for the purposs:it was necessary to
find out to what extent it was. possible for the developed contracting parties
within their existing legislation and authority in this fiesld to adopt "other .
measurss designed to provide greater scope for. the development of inmports from
less-developed contracting parties", in terms oF Article XOWIL:3(b). The CGroup
should therefore identify ths extent and the typs of autherity which was available
to each Gevsloped contraciing rarty to undortake the above-mcntioned mcasures.
They furthecr suggested that the Group might at a- future nssting examine the
uval*abzllty or cixcct1veness of zdjustment aszsistznce measurss in relation to.
particuler products or particular industrial sectors. : : -

9. In response, the reopresentatives of some developed countriss suggested that
‘the provisions of iLrticle XXXVI and XLKVIT referred to by rcpresentatives of
developlng countriecs should als> be viewed in:the context of other relevant
provisions of the Gensral Agrcement. Thcy'901ntcd out that .under -their legislaticn
their governments could only take action to assist indivijual firms and labour
associated with such firms, thcre being no suthority te take action with respect

to broad sectors or entire branches of industry. Some members strsssed the

danger of .an unrsserved smdorscment of the use of financial and fiscal cssistones
to businsss cntltlss having -regard to the possibility of its beconing disguised
subs1a17atlon of production to the dlsadvantugu of 211 concerned.

10. Soms members of the Group p01nted out that restralnt in the use of adjustient
assisbance ueasurss in developed countrics also refleeted inndequats public
awarencss in these countries with the concept of adjustricnt assistance jnvelving
the curtsilment of particular lines of domestic production in order to make roon
for inports even. from developing countrics. It was poted that the Group had :
recommoended in 1966 thet the oducation of public opinion should bs:given special
attention bty governments. In the noture of things, this could only-be a long-
terr: process. Some members suggested that greater cfforts nceded to bs madc by
the dovcloped countries in sducating public opinicn in this regard and that the
public opinion in thsse countries remained more or less the sanc today as in 1966,

11, Ths Group recalled the views exprcssed in paragreph 23 of its last report to
the Cormittee on Trade and Development (COM,TD/B/4) viz, "It was the gensral view
of the Group that adjustment assistance measurss could-contribute to the solution
of difficulties which night otherwise creatc pressures for the crecction of new
barriers or impede the rapid removel of cxisting barriers affscting the trade of
developing countrics and that, therefore, the developed countrics should, whercver
such difficulties werc faced, explorec the possibility of resulving them through the
use of such measures.". The Group alsu rccalled thet the Committec on Trade «nd
Developricnt, in eppreving the Group's report in 1966, had confirmed the conseasus
roached in the Group that adjustment sssistance could maks some contributicn to
the solution of the problem of creating greater:access for the cxporis of developing
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countries and had agreed that ths attention of the contracting partics should be
drawn for appropriate action to that conclusion. The Committee had also agreed
that contracting parties taoking part in verious organs of GATT should be invited
to consider to what extent adjustment assistance could be employed in dealing
with the specific issuss with which those organs were coneccrned. The Group
therefore reccmmended that these conclusions be drawn to the attention of other
GLTT bodies for exarmple, the Agriculturs Committec, ths Committee on Trade in
Industrial Products, the Special Group on Trads in Tropical Products, the Group
“on Residucl Restrictions; ete.

12. The Group noted ths decision taken by the Cotton Textiles Jommittee to mzke
a special study of the problem of structural adjustment in the cotton textiles
industry as ths resulis of that study would be of intersest to the work of this
Group.

13. The Group notced the view of some mermbers that the enguirics so far conducted
in the Group had ssrvzd %o produce a broad profile of the adjustment assistarnce
"policies and programmes of develcping countricss. Some members felt that future
work of the Group should bs concentrated on establishing the sxtent to which
adjustiment assistance measurcs were availabls to deal with those areas in which
trade barriers tc imporis from developing countries were not reduced or recmoved
becausc of economic and social ressons and the extent to which, where such
neasures existed, they were in fact used. In this connexion the experts from
developing countries rcferred to the proposal made by them in paragraph 8, In
their view, the Group could best perform the task assigned to it by selecting
for examinetion a few products of export interest to developing countries on
which developed contracting parties maintained non-tariff barriers including
quentitetive restrictions and/or high tariffs, and for which it was claimed that
their removal would pose acute cconomic and social problems unless structural
adjustnents were carried out, In regard to such products, the Group should
sxamine whether the developed contracting parties concerned had 2t present the
necessary legal ond other authority availeble tc them to carry out internal
structural adjustments so that the berricrs maintained by these countriss to
protect domsstic production could be progrcssively rclaxed and eliminated. In
their view, only such 2n examination would enable the Group to effectively assist
the Committee on Trade and Development to carry out its respon31b111t1es under
Part IV,

4.  In the view of somc sxperts, from dsveloped countries, other existing bodies
rather than the Group on ndjustment Assistance Measures might be utilized for
any future work on adjustment assistunce measures, They believed thot if this
Group should remain operative it should primarily be concerned with any new
initiatives tcken by govermments regarding zdjustment assistance measures,

i5. The Group did nct heve sufficient time to discuss these points to arrive at
an agreed view and agreed that these suggecstions might be remitted tc the Commitise
on Trade and Development for further discussion and decision,



