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GENERAL AGREEMENT ON RESTRICTED 

TARIFFS AND TRADE 3ï ï2?w2 

Expert Group on Adjustment . ,-. 
Assistance Measures 

ADJUSTMENT ASSISTANCE MEASURES 

:. Draft Note on Proceedings Prepared by the Secretariat 

1. The Group of Experts met on 30 May 1972 under the chairmanship of 

Mr. C. Canarp (Sweden). The Group had before it document C0M.TD/W/l52 and 

addenda 1 and 2 containing replies by governments in response to the questionnaire 

circulated as GATT/AIR/859, and a secretariat background note C0M.TD/W/163. The 

replies to the questionnaire were summarized in COM.TD/w/l62. 

2. In the course of the examination of the replies to the questionnaire members 

elaborated on the information provided and gave additional and more up-to-date 

details on certain aspects of their countries' adjustment assistance programmes. It 

was agreed that the secretariat should revise the summary of the replies received 

(C0M.TD/w/l62) so as to incorporate any amendments as well as the new and additional 

information provided during the discussions. The revision is annexed hereto. 

3. The member from the United kingdom informed the Group of recent modifications 

to the adjustment programme of his country which have the same rôle and fall within 

the same framework as previously but are designed to simplify the schemes that are 

on offer in the forms of capital assistance and re-training. 

U. The member from the United States stated that under the United States adjustment 

assistance programme, which is trade-related, the first cases emerged in 1969. Since 

then, there had been fifty-eight separate findings and certifications of worker-

adjustment assistance, involving some 25,000 workers. At the present time there were 

* 111 be distributed separately 
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some thirty worker petitions before the Tariff Commission. As of May 1972, 

approximately $14 million had been provided, mainly in the form of loans and 

loan guarantees for adjustment^assistëàaee-te- -fearns. The United States admini

stration takes the-view .that-in a market economy, restructuring of industry is a 

natural and continuing process in which firms and industries constantly adapt 

themselves to changes in market conditions and market prospects with a minimum 

of government intervention. However, in the interests of liberal trade policies 

there were situations where trade-oriented adjustment assistance could play a 

useful rôle. To the extent that the major trading nations have effective trade-

oriented adjustment assistance programmes, the prospects for a meaningful 

reduction of tariff and non-tariff barriers would be enhanced. This was relevant 

to the prospects for broadly-based trade negotiations scheduled to commence 

in 1973. 

5. The member from Sweden stated that the Swedish adjustment assistance, 

programme was based on the concept of a rational international division of labour 

and comparative advantage in the production and exchange of goods. . An active 

labour market policy is the main instrument used in Sweden to deal, with changing 

economic circumstances and to support a liberal trade policy characterized by 

low duties and a lack of restrictions. In general, adjustment assistance in 

Sweden is used to assist viable industries and not to support uncompetitive ones. 

6. The member from Japan referred to the "Provisional Law Concerning Measures, 

for Small and Medium-Size Enterprises to Cope with the Changing Situation 

Introduced by the GSP" which was implemented by Japan as of 1 August 1971. Under 

this law small domestic enterprises facing problems as a result of the introduction 
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of the GSP could submit a plan of conversion to the provincial governor for 

consideration. If the plan is approved, the firm is entitled to access to 

financial facilities and insurance, as well as guidance and advice in the 

implementation of the plan. Because of the short period which has elapsed since 

the introduction of the GSP by Japan, this law has not so far been utilized. 

7. In the opinion of the member from Switzerland, the use made of adjustment 

assistance for structural change indicates a link between the development of 

international trade and the economic situation in individual countries. Whereas 

in some countries using trade-related adjustment assistance measures the labour 

market situation was one of the important elements for consideration, this was 

not the case in Switzerland where there was pressure on available capacity in 

labour and industry. Adjustments in the economic structure could therefore take 

place in a dynamic context. It was, moreover, important that such activity should 

not develop a habit for State intervention in market-economy countries. The choice 

was between direct intervention on the one hand and indirect action of a 

traditional nature, designed to create conditions where healthy and open competition 

encourages the development of structural change, on the other. 

8. The member from Canada informed the Group that the Canadian adjustment 

assistance programme was essentially trade-related. Restructuring is an essential 

element and a company, in applying for assistance, was required to present a 

restructuring plan which could entail a shift of resources. The main criteria 

was that after the firm is reorganized it should be commercially viable and able 

to meet competition without necessarily requiring the same degree of protection 

as existed at the time of application for assistance. 
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9. The member from the Commission of the European Communities stated that the 

Community was moblizing increasing efforts in respect of the utilization of 

adjustment assistance. The objective, through its regional development 

responsibility, was to achieve a balance and harmony in the context of overall 

Gommunity development. Financial facilities were provided for assistance to firms 

and workers through the European Investment Bank, the Social Fund and the 

orientation section of FEOGA with respect to agriculture. There was also a Fund 

under the Treaty setting-up the Coal and Steel Community which was used for 

reconversion of the mining sector. Because of the availability of measures of 

adjustment assistance it had been possible to include certain sensitive items, 

such as textiles, in the Community scheme of preferences for developing countries. 

10. According to the member from France, adjustment assistance measures are used 

for internal reasons based on national economic policy and not for external 

reasons. Measures are principally concerned with regional development, balanced 

development and town and country planning. Assistance in the field of employment 

has been strengthened in recent years. By following developments and trends in 

employment, every effort is made to anticipate declines in particular industries 

so that preventive action may be taken in fields such as social welfare and 

training of labour and modernization and reconversion of industry. With regard 

to declining sectors such as the leather, hides and textile industries which 

have a large female work force, action is taken through vocational training 

courses to redirect displaced labour into tertiary industry. 

11. The member from the Federal Republic of Germany informed the Group that 

the guidelines adopted in the Federal Republic provided for a liberal trade 

policy linked with a policy to promote structural changes. In accordance with 
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the market economy approach, industry generally is encouraged to adjust to 

economic conditions without financial assistance from the government. An early 

warning system is operated through the provision to industry of analyses and 

forecasts of trends made by economic research institutes. Where structural 

problems cannot be avoided, adjustment assistance may be provided under the labour 

programme for such purposes as redeployment and retraining, labour mobility etc. 

and through credits to enterprises. 

12. In referring to certain points made during the discussions, the member from 

India stated that there was a need to identify the industrial sectors where 

problems could arise as a result of competition from other countries, including 

developing countries, which have a competitive advantage in certain sectors 

through, for example, labour" intensive production. Consideration could then be 

given to adjustment assistance measures which might be appropriate to meet 

particular situations. A desirable objective of any policy of adjustment 

assistance was to facilitate resource allocation to more productive sectors of 

the economy thus contributing to the pursuance of liberal trade policies. The 

need for adjustment assistance may be visualized only where, in the absence of 

such assistance, difficulties may arise for trade liberalization. There was the 

situation of the generalized system of preferences where industries, confronted 

with increasing competition from imports, may submit demands for protection 

through escape clause action. The application of adjustment assistance could be 

more effective and more appropriate in such cases than the introduction of trade 

restrictions. 
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13. The member from India also welcomed the fact revealed in the discussions, 

that some developed countries operated trade-related adjustment assistance 

programmes. The replies to the questionnaire had shown that there were instances 

where such programmes had been used to relieve problems in certain industrial 

branches such as the textile sector. Furthermore, adjustment assistance had 

been mentioned by some developed countries in the context of the GSP. This was 

a welcome development which should be considered by developed countries as an 

alternative to the possibility of escape clause action. 

14. The Group agreed that the work of the Expert Group for the purpose of 

collecting information on activities in the field of Adjustment Assistance should 

be continued. Consideration might be given to filling gaps in the information 

provided by governments in response to the questionnaire contained in GATT/AIR/859, 

and governments which have not so far responded to the questionnaire might be 

asked to do so. This additional information should enable the Group to obtain 

a more comprehensive picture of measures available as well as their application 

and effects in relation to international trade. 

15. A number of suggestions and ideas put forward by members concerning matters 

that might be considered for examination in the context of the future work of the 

Group were discussed. Although divergent views emerged from the discussion of 

some of these points the Group thought it useful to list the various points for 

consideration by the Committee on Trade and Development. 

16. Some members indicated that the use of trade-related adjustment assistance 

measures had to be seen in the context of the specific economic situation in 

each country which makes the application of such measures unnecessary or 

inappropriate in some cases. The Group noted that, although some countries 
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have the means for intervention, there had been only very limited use of 

adjustment assistance for the particular purpose of promoting trade liberalizati 

The Group might wish to consider examining the reasons why adjustment assistance 

for this purpose had not been more widely resorted to. 

17. While some members considered that an examination of the use of adjustment 

assistance as an alternative to import restrictions on a sectoral basis would 

be a useful approach, some other members had reservations. One member felt that 

an effort to explore the rôle adjustment assistance could play in avoiding 

excessive reliance on escape clause action would yield little beyond some 

general observations to the effect that the application of adjustment assistance 

would reduce the risk of escape clause action. Another member believed that 

such an exercise could serve a useful purpose having regard to the importance 

of the smooth and continuing implementation of the GSP for developing countries. 

18. While some members expressed reservations about anticipatory adjustment 

measures, one member pointed to the concept of "early warning" which was being 

developed in his country and which was found useful. 

19. Some members were of the opinion that the suggestion in paragraph 8(i) of 

COM.TD/W/I63, concerning an examination of the rôle adjustment assistance could 

play in the context of co-operation between industries in developed and 

developing countries, was outside the terms of reference of the Group. 

20. Some members supported a suggestion made during the discussions that it 

would be useful for the Expert Group to undertake an in-depth study of certain 

technical aspects of adjustment assistance which were creating problems for 

governments in the implementation of adjustment measures. 
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21. Some members suggested that the secretariat might undertake an analysis of 

the replies to the questionnaire which could be helpful in the Group's further 

consideration of adjustment assistance measures. In this context a distinction 

could be made between the different types of situation in which adjustment 

assistance measures were applied. Discussions in the Group 

had indicated that while only a few countries' adjustment assistance measures 

were directly related to trade, some other countries had available measures which, 

while permitting direct intervention for adjustment, were not conceived to be 

used specifically in connexion with the pursuit of liberal trade policies. 

Furthermore, there were instances where adjustment assistance had been used to 

facilitate the re-allocation of resources and thereby promote a different pattern 

of specialization. Adjustment assistance was in some cases used also for the 

purpose of modernization and the improvement of competitiveness in industry 

without affecting structural patterns of production. 

Chairman's concluding remarks 

22. The Chairman observed that the comprehensive and interesting exchange of 

views in the Group had again brought out the point that adjustment assistance 

can be an effective instrument in furthering the cause of trade liberalization. 

It may be expected that this role of adjustment assistance measures will not 

escape attention in the context of the forthcoming multilateral trade negotiations. 

The Committee on Trade and Development may wish to underline this point particularly 

in relation to the possibilities for achieving further liberalization of the 

trade of developing countries within the framework of the negotiations. With 

regard to the various suggestions and ideas put forward in relation to the future 

activities of the Group, the Chairman said that they would be listed in the note 

on proceedings of the Meeting so as to enable their further consideration by the 

Committee on Trade and Development. 
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List of points for consideration in the context of the Group's farther work 

(a) The Group might find it useful to study in greater depth certain technical 

aspects of adjustment assistance such as problems relating to training, early 

placement of labour, job location etc., in the hope that the experience of 

different countries could be useful to others in improving the practical 

application of adjustment assistance measures. The Group might also consider 

the usefulness of a more general application of an "early warning11 system. The 

collection and analysis of data on these various techniques of adjustment assis

tance could, by contributing to an improvement in the efficiency of the systems 

applied, promote more active use of trade«related adjustment measures. 

(b) Where certain residual restrictions have continued to be applied over a 

period of time to products of export interest to developing countries, the 

countries maintaining these restrictions might be asked to furnish, in the 

Group on Residual Import Restrictions or other Committees charged with discussion 

of the matter, more precise and detailed explanations as to any efforts made to 

deal with the problem through the use of adjustment assistance measures and the 

particular difficulties, if any, that may be inhibiting the use of such measures. 

(c) The Group might explore the possible rôle of adjustment assistance in 

avoiding or minimizing resort to escape clause action and other safeguard 

mechanisms applied against imports, especially where the trade interests of 

developing countries are involved. It might also be possible to take account 

of adjustment assistance to permit the relaxation of restraints after they have 

been in force for a period of time. 
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(d) There is the view that further trade liberalization in certain sectors will 

only be possible if accompanied by adjustment assistance measures. The Group 

might identify sectors and areas where more positive efforts to use adjustment 

assistance are needed, including areas where developing countries have a 

competitive advantage. 

(e) The Group might be asked to look into possibilities for undertaking a study 

on the effectiveness of adjustment assistance techniques in the process towards 

removal of trade barriers imposed in different countries in a particular sector. 

The sector should be chosen on the basis of its interest to developing countries. 


