RESTRICTED

GENERAL AGREEMENT ON COM.TD/W/88

7 February 1969

TARIFFS AND TRADE Limited Distribution

Committee on Trade and Development Original: English
Group on Adjustment Assistance Measures

CAN&DIAN aDJUSTMANT 4SSISTANCE PROGRAMME

Notification by the Governuent of Canade

The attached Press Release has been received from the Permanent Missicn of
Canada. In forwarding the text the Canadian missicn indicated as follows:

"I have the honour to refer to 2 request made by the representative of India

during the meeting of the Committee on Trade and Development in November 1968 on
the subject of adjustment assistance.

-"The rpp*esentatlvo of India, noting the reference in the documentation to
the action taken by Canada followins the Kennedy Round in the field of adjustment
assistance, requested complete details. I am, therefore, enclosing a copy of the
announcement by Prime Minister Pearson on 27 December 1967, regarding the
introduction of an adjustmsnt assistance programme related to the Kennedy Round."
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ADJUSTMENT 4SSISTallCE PROuRAlME RELATED TO THL hEN‘\Ir..DY ROUND

In rec: z»t weeks t‘lc. "‘m.stpr of Industrv hus had occasion to 1nform the
House that work was procecding on the dwdopm»nt Tof a prolrame of ‘.daustuunt
assistance related to the Kennedy Round. I e I CH R

The results of the Kennedy Round afferd a wajor opportunity for improving
the productivity and speeding up the efficient expansion of Canadian secondary
industry. At the same time, changing patterns of trade end production will
involve transitional problsms for purticulc.r firms. In these circumstances, two
nmain objectives of Goverinent pollcy are: first, to derive as much benefit as
possible from widsring markets and J.ncreas:mg scope for greater speciazlization
and longer producticn runs; and sccend, to assist firms adverscly affected to
adapt effectively to more competitive conditions.

In cirsumstances of freer world trade, it is essential that Canada's
secondary industry should develop greater competitive strength. In sone
instances, if firms are to survive they will hove no option but to reorganize
and re-equip. In other instances, where the Cenadian tariff nay not be reduced
significantly, the forward-loocking firm will, in any case, want to reorganize
and respond to the challenges and opporuunrb:.es of the new world trading
enviroment. . adjustment assistance is intended to provide suitable firancisl
and technical support, wiers sought and required, for these purposes. It does
not represent a new device for govermmental intrusion into the private sector of
the economy. On the contrary, adjustment assistance secks only tc offer
secondary industry the means, if it chooses to use them and where they are
otherwise lacking, for improving its cconomic performance., Such improvement
will clearly bensfit the cconomy as a whole; and, by improving productivity in
en important sector, help to provide a sounder cconomic base required to
sustain and inprove standerds of living and welfare for all Canadians.,

The importance of a general programme of adjustment aésistance was stressed
by the Economic Council i Canzada in its 1965 innual Review. It stated:

"The basic purpose of such a programme would be to bring about an
effective and speedy transfer of productive resources from less efficient
to more efficient lines of production. The resulting improvements in the
productivity of the cconomy would amply justify the costs involved.®

In this yeer's review, the Council reiterated this recommendation and emphasized
the urgent need for such a programe.

Last Mey in an address to the Annual Meeting of the Canadian Manufacturers!
ASoOCJP'tiOD., the Minister of Industry said that his Depertment was working on a
programme of adjustment assistance and invited comments and suggestions.
Similarly, during the Keunedy Round Trade Opportunities Seminars gponsored by
the Minister of Trade and Commezce, and at other meetings, the Govermment asked
for the views of businessuen. 4 number of ecarefully considered and welcomed
suggestions were forwarded.
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It would clearly be beyond the scope of adjustment assistance to encompass
any gensral scheme for financing the expansion of Cznada's manufacturing
industries. The-Govermmsnt has formulated a special programme designed to
provide assistance under certain specific conditions of eligibility.

The principal feature of the progromme will be the offer by the Govermment
of insurance of thc najor share of the risk of loss on these industrial
adjustment assistance loans madc by privave leaders. 4 second element will be
direct Govermaert lozns’in cass of carsfully defined hardship up to a total of
$10 millicn in the first year of the progremme, &n important third feature of
the programac will be the extensicn of “echnical assistance to manufacturers in
prepering adjustment proposels for the purpose of improving their production,
managerial; warketing and financiel operations. The progrziue will be built on
the cxperisnce gained from ths automotive adjustment assistance programme but it
will be adninistered by a separately censtituted board. In essence the programire,
as a whole, is designed to help accelerzte the mobilization of resources in the
private sector for the purpose of attaining our impertant national economic
objective of an expanded and more productive secondery industry.

To be eligible for insurel lcans firms must, as a first step, establish thet
they have either been sericusly injured or threatened with scricus injury as &
result of the Keanedy Round tariff reductions mede by Canade or that
significant export opportunitics arising ocut of the Kennedy Round. There are
also three further tests which have to be met by & firm in order to qualify fer
an insured loan. First, a firm nust present a comprehensive plan invclving a
restructuring of its operations in order to improve ite competitive position.
Second, its comprehensive plan st be judged to be socund by the adjustment
assistance bcard. Third, it must be clearly established that sufficient
financinz cannot bz obtained on reasonable terms {rom other sources. The
Governuent will charge a fee for insuring loans and the private lenders, in
agreenent with the borrowers, will sct the turas of the loans subject, of course,
to competitive forces in the firancial markets.

For firms that have becn sericusly injured or threatened with serious injury
as a result of reductions in the Canadian tariff and who are unable to borrow the
funds they require to re-adjust from the private sector under the insured loan
programme, the Govermment will be prepared to provide direet loans providing the
firn undertakes to seck a viable solution to its nroblems in co-cperation with
the Board. It is expected that very few firms will cxperience these conditions
and consequently only limited use will be made of direct Govermment loans.

since many of the applicants for financial essistance under the programme
will besmull- and wedium-sized firms which may not have the resources within their
own organizaticns to formulete fully sound adjustment propcsals, a prevision for
technical assistance is being ireluded in this programme. Whore necessary,
applicant firms will be assisted in finding competent techn’eal and professional
advice in the private sector. The proposal is that the Government shere the cost
of such consulting scrvices with the firm to the extent considered apprepriate in
each casc, but the Government's share would not exceced 50 per cent.
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Dlscu3° ms of arrangem,nts for insuring these industrial -adjustment loans
are ncw te g plsce with rz.pres»ntatlvos of the banks and: will -be extended to
other appropriate lenders whe may be interested. authority for: gilving the :
guarsntecs needed to implement the insured loans programme will be sought’ from
Parliament in supplementary estimates this year. The main estimates for
1968-69 will include an appropriation for the direct loan and technical
assistance prograrmes. )

The adjustment assistence programme is specifically designed to previde
assistance to manufacturinz industries including, of course, the processing
sector. This approach has been taken since it appears evident that these are
the areas wherz the taeriff chenges will have the greater impact. 4&ny adjustment
and additionsl opportunities provided by changing patterns in secondary industries
should be rapidly reflected in bensfits to primery producers. The Government
will, of course, maintain a very close watch on the impact of the Kennedy Round
tariff changes on all sezments of the economy including primary producers and
will be prepared tc consider if necessary further appropriate and workable
programmes congistent with the programme which hes been outlined.

. & strengthened base of private industry is the principal source of expanding
employnent opportunities for our rapidly growing labour force. For this reason
the programme is as much directed to the well-being of Canadian workers as to that
of .Canadian manufacturers. It will create jobs that would not otherwise exist.
The manpower adjustment programmes of the Department of Manpower and Immigration
will be geared tc help workers take full and prompt advantage of these
opportunitics.

While the point of adjustment assistance is to create jobs by reorganizing
production, there may be a few casecs in which a company has to lay off workers
during the reorganizaticn; and there will be some cases in which part of the
previous work force cannot be re-trained for the new jobs.

It will, therefore, be a condition of a company receiving a guarantee or a
direct loan that it should give notice of such lay-offs to the individual workers
and to the Govermment. The requirement will apply if the total lay-off Juring
the reorgam.zat:.on involves twenty or mors workers and is for two months or
longer.- The ninimum notice period will be three months.

The notice period will give time for the Manpower Departmeﬁt' and provincial
authcrities to arrange for re-training where needed, or for that Department fully
to e_xplpre opportunities for temporery or psrmancnt employment as appropriate.

When a company reorganizes produc"’ion and intrcduces new technology,. the
occupational training legislation provides for the whole cost of an irn-plant
training programme so that workers who would otherwise be displaced can adapt
tc the new jobs. The federal manpower consultative service is available to
management and workers to help devclop agreed methods of making the necessary
ad,]ustments in the plant's work force.
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For any workers who are displaced, the employment services of the
Department of Manpower and Immigration will be brought into full action and
will be supported when needed by re-training in public facilitiss, with the
payment of training allowances of up to $90 a week, and by the mobility
programme which helps werkers to move if the new jobs availatle are away from
their present homes. By these methods the industrial changes necessary to take
advantage of new trading opportunitics ccn be made, and will be made, to work
for the benefit of the people most directly affected.

Unemployment insurance arrangencnts, of course, are alsc designed to
facilitate changes of this sort, as well as other adjustments that mey be
required in thc economy, Obviously it is esscntial that a proper level of
benefits be provided if the unemployment insurance programme is to work
effectively. The Govermment is, therefore, proposing to introduce an amendment
to the Une~ployment Insurance act later this session which will provide for an
increase in the level of unemployment insurance benefits.

The Government believes that this programme of adjustment assistance will
provide Canadian menufacturers with the assurance of financiel and technical
assistance which they necd for improving their competitive strength in the post
Kennedy Round commercial envirorment.



