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Note by the Secretariat

1, At its second session, held in March 1965, the Cormittee on Trade and
Development gave consideration to certain data sutmitted by goverrments on their
adjustment assistance measures. " In the course of the discussion it was pointed out
that the examination of such measures should be carried out in the context of:

(i) +the Ministerial Conclusions of Mey 1963, which refer to the need for
industrial countries, in drawing up or implementing policies affecting
patterns of production and trade, to teke into account the need to
facilitate the efforts of developing countries to strengthen their
export capecity and to diversify their economies; and

(ii) the provisions of Part IV, which refer to measures designed to provide
a greater .scope for the development of imports from developing countries,
including steps to promote domestic structural changes.

2. In the light of this the Cormittee indicated an intention of examining such
matters as tex exemptions and refunds, special credit facilities, re-settling and
treining facilities for labour, etc. for assisting structural adjustment. The
purpose would bc to throw light on governmentel policies and scope for international

co-operation. For this purpose, an Expert Group on Adjustment issistance Measures
was set up and was given the following terms of reference:

To study the material sct out in document COM,TD/W/6 and sddends and, as
appropriate, to gather additional nmaterial, and

To report on measures being applicd, or proposed to be applisd, by
industrialized countries for assisting adjusinments in the changing
stminture and pattern of vroduction so as to ._p'emit an cxpznsion of

international trade in products of interest tc less~develioped ?ountries
and provide larger opportunities for jmports from these countries.
(BISD, Thirteenth Supplement, pages 80-81).
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3. 4t its fifth <cssz.on, in Mnarch 1966, the Cormittec cxanined-a report of the
Expert ‘Group (COM,T 4.) based on a study of new ncoterial submitted by
governnents (COM., TD Tse Cormittec cbserved that, generally, adjustnent
assistance had not been usnd specifically for the purposc of dealing with
difficulties that had beer caused by increased imports fron developing countries;
such adjustment assistance pou.c:u,s as hed been udopted had generally been.
ccnceived with a view to improving the overall demestic situation or to dirccting
2 re~allocation of resources without specif:.c roférence to competition fron
imports and only in a few cases as & neans of faciliteting the adopt:.on and
ipplepentation of la.bera.l trade policies. The general consensus in the Committee
was that adjustnent assistance coiild T2ké some contribution to the solution of the
probla:l of creatlng greater access for the exports of developing countries. The
views expressed in the Conmittee aré swmarized in the report of the Cormittee
to the twenty-third session of the CONTRACTING P.RTIES (BISD Fourteenth Supple-
nent, pages 133-135).

4. -In the report the Cormittee proposed that the attention of contracting parties
should be drawn for eppropriate action to its conclusion that, ~lthough

adjustnent assistance 2s o tocl in commercizl policy dcsn.aned to improve the
treding opportunities of developing countries had its lm:.‘by.tlons, it neverthe-
less had 2 voluable réle to play. .It was suggested that contracting parties
taking part in various organs of GATT should be invited to consider to what

extent adjustnent assistance could be employed in ded:m with the specific issues
with which these organs were concerned (jbid, page 135).~ In suggesting thot a
nore detailed exanination of the subjcct night be tzken up by agrcement in the
Expert Group, the Cormittee mentioned certain information whlch governnents

night be expected to supply, nanelys ;

(2) whot heasures of adjustnent assistznce were avoilable under cither
general or specific legislation;

(b) which of these ncasures cculd be used speeifically for the purpose
of providing lorger opportunities for imports fron developing
countries;

lThere is nc record to indicate the extent to which prctective considerations
nentioned in the report of the 4d Hoc Group on the Lssessment of the Results of
the Kennedy Round as having impeded fuller action were nodified through the use
of such neasures. But the possible use of neasures of adjustnent to deal with the
difficulties in noking tariff concessiocns on products of interest to developlng
countries wns presuncbly taken into account by govermments participating in the
Kennedy Round negotiations.
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(¢) instances in which ncasures under (b) had been cmployed and the
progress nnde in achicving the objective cutlined in that
sub=paragraph:

(d) indications as to progrommes in hand, whether in the enactnent of new
legislation, or in thc enployment of neasures already available in the
field of adjustment assistance, to prormote inports fron developing
countrigs. ‘

5. it its thirtecnth session, in Janucry/Februery 1969, the Cormittce on

Trade and Developrment agreed that the Expert Group on idjustnent Assistence
Measures should be rc-convened, The decision was teken sgainst the beckground of
proposals put forwerd and agrecd to at the previous session of the Cormittee that
the Group should resune its activitics as a follow-up of the work done in the
Group on Residunl Restrictions. In preparation for this neeting govermments of
industrial countries wers requested to supply fresh information along the above
lines. To datc eight govermments have responded to the invitotion and supplied
statenents, which have been circulated as COM.TD/W/88, COM,TD/W/92 and idd.1-6.
Sone governnments have advised that they have ncthing new to add to their previous
subnissions ecirculated in COM,TD/H/3 and exenined in 1966.

6. In these stotenents refercnce is usually nade to the besic reliznce of the
econory on narket forces, on the inter-play of supply and denend, and on the
inter-action of ccomcnmic and soeicl forces, for the cvolution of adjustment in
the econonmic structurc. It is pointed out that a growing and dynanmic econony is
expected to facilitate such structural changes with a ninirmn cnount of
dislocation. Whilst spontancous adjustment is thus scen as the mzin feature of
these economies, the governmionts supplying the stotements clso mention govermmental
rneasures specifically token, dircctly or indirectly to assist or promote changes
in the structurc of production. In nost of those countrics therc exist policies
and nmeasures directed at increasing “he nobility of lzbour, usunlly in the forn-of
treining faeilitics, copl~;—ont infomation service, direct assistance to werkers
and local employment crcation. Therc are many references tc fiscal and financial
neasures ained at cncouraging investmonts in new industrics or providing relief to
firns in contracting industries. In some cescs the neasurcs arc specifically
ained =t providing assistonce for industrial adjustnent for the purpose of
alleviating difficultics ~rising fron increased imports.

7. For exanple, the Govermnent of Canade operates o programne providing
adjustrnent assistanee in rclation to dislocation arising fron tariff concessions
granted during the Kemnedy Round. The basic purposc is to hring about an effective
and speedy transfor of productive resources from less officient to more efficient
lines of production. The oeincipal featurcs of the programme ore: governnental
insurance to cover risks incurred in industrial adjustinent lcans granted by
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private lenders; direct governnental loans in hardship cascs; and technical
assistance to manufacturers in preparing adjustment proposals. The criterion
for eligibility is the cxiztince of cerious injury or throat of such injury as
e result of the Kennedy Round concessions mzde by Canada or the oxistence of
significant export opportunities erising out of the Kennedy Round (COM,TD/W/88).

8. The United States adjustnent assistance programme provided under the

Trade Expansion Act of 1962 has been exanined by the Expert Group. The

present United States statement briefly describes the implenentetion of those
provisions. &lthough twenty-six investigations have been nnde by the

Tariff Cormission under those provisions, in no case has an affirnative finding
been made. It is now comsidered that the eligibility criteria provided in that
Lict are too rigorous and provisions to ease the standards have been included in
a general trade Bill submitted to Congress in June 1968. Under these new
provisions .it would be sufficient if the President deternines that increased
imports of a directly competitive product are a substantial couse of serious
injury to the firm or workers; there would be no requirenent of a causal link
between the trade cgreenent concession and the increase in inports and the
increased inports need no longer be the "major cause" but only a "substantial
cause'; and deterninations would be nade by the President rather than the
Tariff Commission. No final action has been tcken on the Bill.

9. Tke United States statement nlso refers to certcin adjustment assistance
provisions in the iutonctive Products Trade dct of 1965. The purpose of these

is to alleviate difficulties caused by dislocation arising from increased imports
or declining exports or internal shifts within the industry resulting fron
rationalization., These provisions are considered necess-ry cos such cases are not
covered by the Trade Exponsion act of 1962 (COM.TD/W/92).

10, The Swiss statenent refers to certain neasures adopted by the Federal and
Contonal authorities which directly or indirectly encourage the adjustment of
production to market conditions. Tho:s neasures are nct specific in character
in that they do not apply to = given sector of industry. In the view of the
Swiss cuthorities the liberrl trade policy of the country is designed to
stimilate conpetition, through fereing industry to keep o constant wateh on the
organization of production and on manufacturing progrzrmes. In addition the
Federcl authorities have been dealing with problems caused by obstasles

to competition in the forn of certain restrictive trade practices. In 1962 the
Swiss Parlianent enccted o law on trusts and sinilar organizations and set wp a
Comission on Trusts. .. nunber of investigations have been carried out in the
conditions of conpetition in various sectors and appropriate recormendations
have been nade to the undertakings or associations concerned, Tne Federal
authorities can also take legel proceedings wherc necessary (COM,TD/W/92/4dd.1).
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11. In its statement the Government of Japan mentions that in the course
of implementation of the policies for improving the industrial structure
capital-intensive industries which do not directly compete with industries
in developing countries are gaining relative J.mportance while labour-
intensive sectors are declining, making it easier for developing countries
to sell their products .on the Japanese market. - As regards govermmental
assistance, referehce is made to certain measures in the financial and fiscal
£idld together with: certain facilities for research and technical guidance.
With regard %o spinning, weaving and knitting industries there is, however,
a spe¢ific Structural Improvement Policy which has been adopted with a view
to encouraging plant and equipment modernization and the scrapplng of
redundant equipment (COM.TD/W/92/4d4.2) .

12, In Sweden, a National Investment Bank has been esteblished to facilitate
especially ‘such investment projects as are aimed at rationslization,
structural adjustment and development., Apart from this, very extenmsive
facilities exist to facilitate inter-industrial or inter-regional transfer
of lebour; . a whole range of measures are in force under the aegis of the-
National Labour Board to meet problems of labour mobility. The Swedish
statement cites in conclusion an example to demonstrate the effectiveness,

of the mechanisms used in re-a.]locating labour from areas in which there is
reuundancy (cf. GOM.TD/W/92/Add 3.

13, In the comprehensive submission by France a descr:.ption ‘is given of
the general policy in this field and the methods used in the implementation
of . that policy. Adjustment assistance in France is not based on a distinct
set of provisions and a considerable number of :State departments are
involved .and co-ordination between them is ensured through the economic plan
and inter-ministerial committees. At the level of implementation, such-
organs as.the Economic and Social Development Funds, the Association for
Adult Vocational Training, etc. all take part. The measures include-
modifications of the.tax system and the corporation law, finance and tax
incentives and assistance in ‘labour adaptation (GOM.TD/W/92/Add.4,)

14. The Austrian statement refers to a number of fisca.l and credit policy
measures aimed at- facilitating adaptation by commercial firms through
strengthening their financisal position. Under the Federal Law on Improvement
of Economic Structure, adjustment assistance is provided in the form of

tax relief and special facilities for cepital transfer aimed at promoting
co~-operation and adjustment between commercial firms. A Development and
Renovation Fund has been set up for the promotion and financing of development
and equipment renewal in productive enterprises and research institutes.

In addition, specific policies have been adopted to enhance competit:.on and
to improve Iabour mobility (COM.TD/W/92/Add.5). :

15. 1In the United Kingdom, apart from assistance given under the Cotton
Industry Act of 1959 providing for a specific period of reorganization and
rationalization in this-industry, ‘a number of general measures are in force,
which include provlsions to assist the diversification of industry in certain
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arcas of the United Kingdom and the adaptation of industry to changing
conditions. Building grants, grants and loans to assist new enterprises

and the erection of factory Luildings are among the principal measures
adopted to encourage industrial development and diversification in the
so=called "development areas", where the country's older and declining
industries are located. In 1966 an Industrial Re-organization Act was.
adopted for the purpose of promoting industrial efficiency and profitability
and assisting the economy nationally or regionally. Other govermmental
measures that are mentioned include the Ship-building Industry Act of 1967,
the Industrial Expension Act of 1968 and the Industrial Training Act of 1964
(COM.TD/W/92/4dd.6).

16. From these statements, it would appear that the majority of developed
countries have availeble various measures of adjustment assistance under
either general or specific legislation. These measures include direct -
financial assistance such as grants, loans and subsidies or indirect measures
such as fiscel and credit facilities. The purpose of these measures is
generally to promote efficiency through rationslization, ‘reorganization,
plant Pelocation and industrial research. In addition, in the majority of
developed countries thereare also legislation, regulations-or other
arrangements which provide for the retraining and relocation of labour
whenever this is necessitated by structural changes in industry or by the
restructuring of the economy as a whole.

17. None of the above measures are indicated as being designed specifically
for the purpose of providing larger opportunity for the imports from
developing countries. It has, however, been suggested that developing
countries would share in the benefit from the implementation of these
nmeasures, in particular those relating to assistance for adjustments made
necessary by a higher level of imports of competing products whether resuiting
from trade agreements or otherwise. In one or two instances, mention has also
been made of -situations where developing countries hacd benefited from the use
of adjustment assistance measures. :

18. It might be recelled that, at their twenty-fourth session, the
CCRTRACTING PARTIES invited importing countries participants in the Gotton
Textiles Arrangement to ‘report to the Cotton Textiles Committee the steps
taken by them to facilitate adjustments in their domestic industry during
the period of special protection provided by the Cotton Textiles Arrangement.
The matter was subsequently discussed in the Cotton Textiles Committee -and a
questionnaire seeking information from governments on structural adjustments
in the cotton textile industry has been sent out in document COT/W/110.

The Cotton Textiles Committee.is. expected to.review the matter at its next
meeting.

19. In the course of discussions in the Group on Residual Restrictions,
reference has been made by countries applying restrictions on certain products
to the structural and social problems involved in eliminating these
restrictions and in certain instances to the measures adopted by them to
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facilitate the solution of these problems. There has, however, been no
specific discussion of the rdle which these measures might play in dealing
with the particular problems mentioned as necessitating the application of
the restrictions in question. At its last meeting, the Group on Residual
Restrictions, however, agreed to proceed to an examination in depth of
restrictions affecting a limited number of products, with a view to exploring
the possibilities of accelerating the process of trade liberalization.



