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Introduction

1. An Expert Group Meeting on Incentives for Industrial Fxports was held
in Rome from 11 to 16 November 1968. The meeting was convened jointly by
UNIDO and UNCTAD with the acsistance of the Italian Institute for Foreign

Trade. The participants are licsted in Annex 1.

2. The meeting was opened by the Vice-President of the Italian Institute
for Foreign Trade. Introductory statements were made by the Chief of the
Export Industries Sectiorn of UNIDC and the Acting Director of the Division
of Manufactures ot UNCTAD concerning the work being done by the two orygan-
igations and the importance of the question of incentives for industrial

exports in this work.

3, Dr. G. Pruner of the Italian Institute for Foreign Trade chaired the
meeting. The expertc were asked to express their views on incentives for
industrial development and exports, and in particular to formulate prin-
ciples or guidelines which could be concidered by the developing countries.

The agenda as adopted by the Group ie presented in Annex II.

4. The Group limited itself to the cousideration of incentives for in-
dustrial development and exports. It pcinted out that indusiry, however,
was only one branch of economic activity and should be considered 1in 1its
proper place with cuch other activities as the modernization cof agricul-
ture and the development of touriesm, whicli might be of nc less importance

to many developing ~ountries. For any industrial development policy to

be successful it w:.s nccessary to create an infrastructure in the broadest
meaning of the term - nct onl, bridges, roads, ports etc., but also

skilled labour and entrepreneurship.

5., Incentives for industrial exports -~ like all instruments of economic
policy - should conform to the general system of management in any econ-
omy. It was recognized that there could be no single blueprint for the
uge of incentives to cxpand and diversify industrial production for ex-
port. Incentives must therefore be¢ dealt with on a pragmatic basis and

r musi o> related to the actual need:- of a country.

6. Tae report of the meeting de-~.: mainly with the incentive schemes

practised in market economies. It has not therefore taken into account

the specific problems faced by centrally planned economies.

i aMM
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7. At the conclusion of the meeting, the participants thanked the Italian
institute for Foreign Trade for its hospitality and assistance in providing
meeting faciiities and expressed their gratitude to the Italian Minister for

Foreign Trade for having given the experts the opportunity to meet him.

e
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INCENTIVES FOR INDUSTRIAL ZXPORTS

Variety of devices

8. The Group reviswed the numerous devices used by various countries to
stimulate their industrial exports. Tro firot step in analysis required

a olassification ot these devices. 'o pegin, one oan disiinguish essen-
tially financial inducements from measures involving governmental initiative
or “entrepreneurship". {The fincncial inducements are classified further
below,) Under governmental and semi-governmental "entrepreneurship", the
Group referred to the whoie range ol artivities covering promotion and assis—
tance in the development of exporte. (This 1s discussed more fully in

paras. 29 — 35 below. '

9. - The financial inducemerts were classified as follows:

(a) Subsidies on raw material and intermediatc goods, whether
imported or domestically produced goods; these include
subsidies on the use of power, *ransport facilities etc,,
as well as the foregoiug of indirect taxer.

(b) Subsidies to ths fac.ors of rroduc*ion, labour and ocapitalj
the latter includes the provision of loans at interest rates
below the market rates, 1nvestmert » lowancas and aocelerated
depraciation a:rangemenis whic i reduce the cost of fixed
capital, depreciation -llowsances for research and deveiopment
expenditure and runaing-in cosis.

(o) Subsidies to sules which rcaise ihe ef{fective prices received
by domestic prodicers.,

(d) Reductiocn o. incous tax normally chargeable on profits,

10. All these devices "an e up.lied to the ‘nole cf the Adomestic produwe-
tion of a particular produci. a pr ~ict which Tay alsc be exported, or such
devices can be specifically applied to sxnovta only. Thus, in the latter
case, only inputs uscd for prcdusing exvorts would be subeidized or only
profits derived from expo:t produchién would be eligible for an income tax
ooncession, Strictly. the term "export subsidies” should ve .sed ouly for
thoge subsidiec which reisas *ho affentive prices received by domestic pro-

ducers for that part of their domestic produciion which is exported,

11. Many devices which appear or Lts surface to be quite different have
essential similarities. Thus & multiple—exchange-rate systea has essen—
tially the same effect as a system with a single axchange rute combined
with a set of subsidies and taxes on imports ard exports. An import
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entitlement schame, under which exporters obtain imported raw materials at
prvileged prices instead of buying them on the market, has an effect gimilar
to that of an import tariff, from which an appropriate part of the revunue

is then passed on in the form of a subsidy to the exporters concerned.

12. A further distinction may be made between export subsidies which are at
a constant rate (for example, 20 per cent of the fob price of exports) and
those which fluctuate as a result of market conditions. Thus, if a multiple—
exchange—rate system invclves a fixed official rate and 2 fluctuating free—
market rate, favoured exports benefiting from the fluctuating rate, the pre—
mium for these exports is in effect a fluctuating one. Similarly, an import
entitlement scheme may lead to a fluctuating bonus to exporters, rather than

a fixed bonus,

13. In comparing one export subsidy with another, or in analysing the vapious
devices for stimulating exports, the rates of subsidy should ugually he cal-
culated in terms of the value added by the domestic producer, rather than in
terms of the gross value of his output. For example, the ad valorem export
subsidies for two products may be 20 per cent in both cases, but if in ene

case there is a high import content, the imports being obtained free of tariff,
while in the other case there is not, then the true rate of subsidy provided

in the first case is higher than in the second. The concept of effective
protective rates (tariff rates expressed in relation to value added) which

hae been developed for the study of tariffs can also be applied to the study

of export aubaidies.i/

lncentives to exports and the exchange rate

14. In the view of the Expert Group there is a close relationship between
export subsidies and exchange rate policy. It notad that in the prorionoo
of some countries quantitative import restrictions, import tariffs and export
subsidies had been imposed in order to deal with balance-of-payments problams.

L/ If a country does not accept the value-added approach and wants to adhers
to the use of an ad mi_m export subsidy (or a subsidy per unit of
foreign currency earmed » lmported raw materials used in export production
could then be taxed at an equivalent rate. In the absence of such an off-
setting tax on imported inputs, the rate of sxchange applied to export
sarnings will sxceed the rate applying to imported inputs, resulting in a
tendency towards "import intengive" export production and even in "negative
value added”.
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15. Bearing in mind that a devaluation of the exchange rate has a similar
effect on the balance of trade and on resource allocation to a uniform tariff
on imports combined with a uniform subsidy on exports at the 8ame rate, the
question then arises whether the complicated strunture of import restrictions,
tariffs and export gubsidies could not pe replaced by a simple devaluation.
Some countries have moved in this direction. iis matter calses large issues,
going well beyond the question of export incentives, and the Group did not
explore these issues in detail. When an over-val:.ed exchange rate exists,
export subsidies are justified simply on the grounds that they provide an in-
centive to improve the balance of payments by means of higher exports, just
a8 tariffs provide the lncentive to replace imports by domestic production,

" Yher Justifications for export subsidies are dealt with in paras. 17 - 22
below. ) Thus, export subsidies have the same type of effect as tariffs, 1In
this respect tariffs or import restrictions unaccompanied by export subsidies
would tend to hias the pattern of domestic output towards catering for the
home maorket. axport subsidies reduce or eliminate this bias by providing also

an incentive to cater for the export market.

16. There are many complicated issues here. The central igsue is whether
a devaluation would not be nreferable to a get of equivalent and uniform im-
port tariffs and expert subsidies. This juestion cannot be answered briefly

and raises other questions, such ag the administrative costs of the alterna—

tive policies and the fact tha' an exchange rate ad justment affects invisgibles
&1d capital transactions ag well. A devaluation, like a uniform export gsub-
8idy, does not discriminate bctween different types of exports. However, there
may be a number of reagons for such discrimination. Forp example, subsidies

on some exports might worsen the terms of trade significantly through lower-
ing prices obtained in fore.gn markets. bhen this poss1bility of an adverse
effect on the terms of trade is considered together with the problem of an
over-valued exchange rate, it may be concluded that on balance either an ex-

port subsidy or an export tax is required.

Comgenaatony export subsidies

17. Export incentive schemes may be designed, in part at leagt, to offget
the adverse effects on exports of domestic tariffs or other taxes in the
producing country, Export draw-back schemes which are used by most countries
may be regarded as removing a dieincentive rather than as creating a net
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positive incentive. Similarly, it is arguable that an exemption of exports
from a value-added tax, or the exemption from an income tax of income de~
rived from exporting, sinpl: removes a 113incentive that would exist if there
were not such cxemptions. Yei this would be an over-simplified approach. If
production for the home market is taxed while production for export is not,
the cffect 1s similar to that of subsidizing exports while not taxing other
production. This draws zattention to the complex analyses required in order
to assess Wwhether particular subsidies, or exemptions from particular taxes,
have the net effect only of prevanting a diversion of resources away from
export production (relative to a hypothetical situution with no taxes and sub-

sidies) or whether they have the net effoct of actually subsidizing exports.

Purther arguments for export subsidies

18, The Group considercd a voriety of arguments for the net subsidization
of exports beyond thosc discussed above. It noted that many of the argu-
ments are similar to thc familiar arguments for tariff protection and raise

the same kinds of considerations.

19. An important arsument for the subsidization of new axports, as distinot
from subsidization of domestic production as such, is a variant of the infant
industry argument. This mighs be called the "infant marketing argumant”. Tho
Group congidered that there i1s a strong case for assisting inexperienced firms
to break into unfamiliar foreign markets to help them during their periods of

"axport infancy".

20. The Group noted further that this case for export subsidies should be
distinguished from the faomiliar and well accepted argume.t for encouraging
domestic manufacturing production on infant industry grounds. In the latter
case, production should be subsidized irrespective of whether the production

is for the home market or for export.

2l. Thus the most straightforward approach will be to subsidize or other—
wise assist production. fy however, tariffs are used to foster infant in-
dustries they should be combined with export subsidies so that the protected
industry would obtain equal encouragement in selling for the home market and

in selling for export.
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22. Another argument for the net subsidization of particular exports derives
from the need for divernification of the export pattern as an insurance against
a possible decline in the price of traditional exports. For many developing
countries specialize in the cxport of primary commodities there could be a

case for subsidizing exports of manufuctures.

Costs of and limitations to export subsidies

23. It is obvious that export subhsidies, whether given directly or indirectly,
involve costs as well as benefits. Essentially, export incentive devices re-
quire a "cost-benefit" analysis. Thus there are clear fiscal and social coats.
The sums of money spent to subsidize exports might have been used for other
purposes, and the potential gains which would have resulted from these alter—
native outlays must be balanced again~st the gains from the export subsidies.
Extra revenue could of course be raised through additional taxation to finance
the export subsidies, in which case it would not be necessary to forgo alter-
native governmentol outlays. However, this might involve additional adminis-
trative and economic costs in collecting revenue and, furthermore, might not

be feasible politically. If export subsidies lead to a diversion of domestic
resources away from import-competing production towards production for export,
the loss of onc type of productior muct be set against the gain in the other.
One must ask whether a given balance-of-payment improvement is obtained in the
cheapest way. Export:s zre not an end in themselves. Export subsidies may even
encourage incfficiency. It is indeed possible that an export subgidy leads to
"negative value added", i.e. that the cost of the imported materials contained
in the exports may be greater than the valuc of the exports calculated at world

prices.

24. Most arguments for export subgidies are essentially arguments for tempo-

rary subsidies. Thus:

(a) If the argument ir based on the overvaluation of the exchange
rates, implying the existence of 2 chronic balance~of-payments
prchlem, then in the long term the crse is clearly in favour
of an exchange rate adjustment.

(b) If the argument concerns an "infant industry” or an "infant
marketing industry', tlien the cubsidy should be gradually
reduced as the "infant' grows up.




25. In any case, all export subsidies should be reviewed at regular intervals.
It may even be desirable in particular cases to establish subsidies which will
be reduced at clearly defined rates year by yezr until they eventuzlly fall to

zZero.

26. There arc many other qualifiecationc to be taken into account when con-
sidering export subsidics. 3uch subsidies provide bonuses to particular pro-
ducers, and thus have the effect of a redistribution of income. One must con-
cider whether these porticular redistribution effects are socially desirable.
If the bonuses go primarily to lorcign-owmed companies, particular care must
be taken to ensure that o net goin to the residents of the country remains as
a result of the ~ubegidies. Cubridieg on exports of foreign—owned companic3s
which lead to » -=ubstantial increase in the remitted profite of thesc companies

may oven have adverse effects on the balrnce of payments.

”17. The international repercussions of cxport subsidies must also be taken

into account. Thus:

(a) The extra exports mey lead to reductions in the prices of the goods,
this being the adverse effect on the terms of trade already referred
to.

(b) The countries which are the potential markets for the exports may
impoce offsetting turiffs - deccribed perhaps as anti-dumping or
countcrvailing duties - which would complcetely negsate the effects
of the export subsidies. In fact, the net result could be that
the export-sub~idizing pgovernment would :imply be paying for the
teriff revenue obtained by the country which had imposed the off=-
setting tarif’s, In the Group's view Goverrments of the developed
countrien should nhstain from such retzliatory nction against
developing countries when subsidization 18 practised.

(e) Sxport eubcidies provided by a developing country mny induce other
developing countrics competing with it to subsidize their exports
as well, with the net result that there might be very little ex-
pansion of combined cxports but a deterioration in the terms of
trade of each of them. Where this situation 18 likely to occur
consultation amoug the developing countries concerned ic clearly
called ‘or.

Choice of devices

28, The Group considered the complex problem of the appropriate combination
ef incentive devices, given thnt there is some argument for providing export
subeidices or encouragement. The cpecial case of export credit and insurance

arrangements sponsored by governments - which might be regarded as indirect
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export subsidies - is discussed in paras. 36 - 42 bolow. With regard to the
combination of other incentives, the Sroup drew attention to four general

considerations:

(2) Pirst, there is the wuestior of choosing bctween straightforward
financial inducements and aci.vities involving governmental ini-
tiatives to stimulate production, improve etficiency, create
awareness among domeetic procucers of morket oppoitunities, en-
courage uergers of ~wall firas, provide commea services, provide
representation ~bread eic. These "poverarentnl :ntrepreneurship®
activities are discusscd more fully in the next section. The
less advanced th: industri scotor and the lcas orperionced it
is iu exporving, the nore need there 13 for guch nctivities.
They are particularly receded to aszist omell firms and the less
experienced domestically-owicd firms. Large ~ompanies, notably
the great multinational corporations, have relatively less roed
for thesc services; however, this is not to say that they cannot
also derive come bencfi‘ts “rom such activitics. But o policy
designed to ~timulate exporis by small or meaium-cized irms
would need to place greater cmphesis oun the "governmental ini-
tiative" types of policics than on simple firancial inducements.

(b) The next point concerns financial inducenents. The general
principlc emerged that subsidiers should be given, as far as
poscible, ir a direct woy, the “srm of the subcidy depending
on its purpose. 1If the airm 1s to fouter »yports, it should
be an export subsidy, directly related to the value added in
the exportis. I{ the a2im is to encourage particular types of
domestic production, the subsidy chould ve related to total
output (valuc added), whether fcr the home market or for export.
If the reason for the submidy wnhs thot the irduectry creates
social benefits through the trnining of labour, then the subsidy
could be associatced with the cxtent of 1the :ndustry’s use of
skilled labour. If thc principzl henefit Srom tnc c¢stablishment
of the industry is bprliev:d to oe ta:t 1t ~reates employment
(in a situation of wiemployment, with the w.ge rate above the
social cost of lubour) then the o imreidr would more appropriately
be rclated to the use of lakour in feneral. In a developing
country 1t would seer geiorally o uve inappropri-te to subsidize
the use of capital sinco thile coulld ilcwm to the ezcessive en-
couragement of copital-irtencive indugtrices or techniques.
Subsidization of svecific inpuils, sich 2o power, may hive dis-
torting cffects. rfer cirrple, if the price of clectricity is
artificially reduced below 1tu scciul coss, taere could be a
tendency to waste clectricity, or to choose aetheds of produc—
tion which nre excessively "electricity-intencive'. This is
cited as an example to chow that subsidies asrociated with
particular inputs may have undesirnable distortiag effects on
methods of production.
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o wighee prices far Yhair usperis and leading te unwise commitments.

e hisd impiication arises whon 2 developed country gives aid %o
iwvnloging cometry wmd seaires ths =11 ¢ ke mspent em t-e purchase of
e oown geada, Mis s 2 form of eaport sudbeidy and has the effect of
cer Lakitg sther emperters 3 the products, which the aid-receiviag coumtry
wiy we el %8 By,

t . e ssee (3 sdeidisation throwgh cupert cvedits and export iasurance
wd grnduntos Tseiiities is seseniially the seme ae that for srdinary direct

sy ssletdies, siready discucewi. s many Seveloped cowtries it is the
sFaakies to snbeidite saperts ix Vhisz ey, and the effects are much the same

w Yioge of Riswed subpiliss. Ta peticuiar, WRix forw of siksidization
fowe wod ieek W wmp Liclewtiom ia ¥he wes of iLaguts, s some of the cther
sapert iasentives Gisvnsend oFlier g . The cost of the implicit oubeidy
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ia measured essentially by the difference between the interest rate charged

by the export credit organization and the interest rate which wouid have to

be paid if the creuit were obtsined in the mnrket or at the rote which measuros
the soci~l cost of capital. The altermative uses to which this capitzl could
be put must be taken into nccount in assessing the beaefit of thiz form of

subsidization. The argument ic ossentinlly the same as tl .t developed earlier.

41. The view of thc Sxpert Jroup was thot Lhc provision of export credit is
a skilled banring activity, and that countric: inexperienced in this field
mey well benefit from ~sisisthnce from more cxperienced countriez and from

intern~tional orgsnizations.

4?. In ~ddition to governmental facilities to cxporters, cnabling them to
grant long or medium-term credit to certnin buyers, ctiention muct 1lso be
€iven to the need to provide the would-be exporter with working capitzl at
rates of interest comparable to those available to exporters in the developed
countries. In particular, it must be reclized that succegsful exporting re-
quires the maintenance of stocks both in quantity and diversity, this require-
mont being one which the new or small exporter would not be able to meet from
hir own resources. The provision of such credit by n Government on competitive
terms ic rimilar to the other form of subsidies for exports discussed, and

could be justified on thc sane ground.

dole of the develoned countries

43. The Group further noted that the policies of the Governmente and indug~
trialists of the developed countries could play a significart role in Pro=

moting the cxports of menufactures from the developing countries.

44. The report L-s already dezlt with the situation where export cubsidies,
logitinately granted by the developing countries, mny be counteracted by
"auti-aumping®” or countervailing dutiez by the developed countiries.

(See para. 27(b).)

45. The Jroup noted that the practice of aid-tring by scurce could be re-
laze! so as to permit the developing countries to tender for aid-financed
purchases of commristi:s,

L
fent

46.  Purthermore, the reduction of quantitative restrictions and other none
tariff barriers on exports of the developing countries would be invaluable,




1n/WG.32/1
Page 16

In this connexion, the restrictions on cotton textilcs were mentioned. The
Group noted that the mere prospect of hnving cuontitative restrictions imposed
as a reaction t¢ n miuccessful entrry into a foreign market could deter potential
exporters from incurring the costs of dcveloping therc export markets. Hence
an effective moratorium on the usc of lew restrictions, with limited safeguards
relating to "market disruption', could go - long w~y to ecncourcg> c¢xports of
manufactures from the developing countrics. It wng regretted that the im=
portant and clear decisions on thir matter taken in UNCTAD and GATT had not

been fully complied with.

47. The Group also noted thnt earl; implementation of the principle of
preferenticl entry for manufacturcs from the developing countrios would be

useful.

48. The incentives giveu by developing countries to investorc in the field

of direct taxation are nullified if the country of res‘dence of the foreign
investor does not in its own incoae tox computationc give the investor credit
for the tnx which he woc "spared' by the developing country. The Croup felt
that acceptance of thie "tax sparing” principle by all doveloped countries in
treaties for the prevention of double taxatiun with developing countries would
cnsure the efficacy of incentives in the field of dircct taxations givea by

developing countrics to foreign investors.

International obligations

49. The Group noted that the rules of the General Agreementi on Tariffs and
Trade (GATT) favour one trpe of scheme in comparison to others. [or example,
tine General dgreemcnt permits c..ports to be exempted from indirect taxes, such
as taxes levied at the frontier, "customs" and internal taxes such as purchase
tax. The trend in recent years towards greater use in a aumber of countries
of indirect torms of taxcotion, such a2z added-valuc taoxces, gives Lo there coune-
tries one more fiscal charge on local production which can be [orgone without
contravening the GATT rules. On the other hand, countries which continue to
rely on a direct tax system arc unable to give the exporters equivnlent fiscal
asristance without breaching the rules of the General igreement. Since the
effect of subsidics of eitker kind is tlie same from the point of view of
international competition, it seemed to thc¢ Group that therc was need for some
reconsideration of the GATT rules. At present *iuc position is that s ceuntry
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must adjust ite fiocal system to the GATT previsions rether than at the
GATT provisions reflect the requiremsnte of the cowntrs i guestios.,

50. Since explicit subsidies -.re discouraged ander the U™ ruies, sewss
tries desirous of granting viport s.izidie: temd te Fivs tham in indiresd
and disguised forme which w7 give rize 45 inafficient forw of supert
eubsidizrtion, If it is ocepted, a it sesmed te the Weup, Wil Were
“Fe severcl legitimnte re scas for direct sxpest submifion, A .ot with
respect to leveloping countries, speciil “ttention wonids be given § She
poseibility of revising theec rules.
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3. e Group mmmrisel its dlerassionas o8 f2llowms

(1) Pe repert is samearmed iy witk incentives fer imdestrial
dvveisgment and srperte and dess met deal with sther Spwnches
of sromomic activily, btasag® *hese may be of ne less impor-
Saws to5 develsping craptries. Jor dees iV take iale coowmd
he spe=ifis prabiens faced 8y ~extPaliy plaumned sconamies.

(1) Mees 12 2 gro-t variety » srpor’ iscsniives, some iavelviag

g srumnst s trserenearehis” ud e Beleg parely finameind,
?‘Wl“‘ jassifiss the Tisameisl favices for stimsisting
ampertg, some +f thaw imilar ‘a9 Tect Shough appearing dife
Purens = W popfuce,

£3) Bubeidins shon.i spefornsis o relzted to the vuiwe abbed in
e arpsrt grodetion wsd st % the i 3T groes cpevis.
{4 Move ta 2 “icss relationabip betosen sepert o' sidies amd

snshangs rate polisiee. Dwpart pabeidies m . be reatified
s ware Hhe sschange rube s swePval aed.

(%) Bean supert subsidio: wag Se pustifisd s compensatise fog
e Lisiscentires whis=h 3re iepeesd by Lari’fs ad inddPeRt
Smawe i She Sk L NPy

(8) Move are sapisns co-optabis wrgumnts v the aet subsidde
Mmtion +f sapesitas +f el s Capes b dwvelsping PR tPLes
Sgapt From Shess weationad 18 pares, 17 - 7 abews. M e
Pertamt sme is e ‘PRt meRsting” wpwment, wd anether
i wnwd For anpewt diverwiFicatise,

£1) Besert sdaitiss i4onlse cwats wnd repsire  seet-Semef it
algeis, [t mat sa reoseubered Wit srwerts wre ot ol
En homeel ses wd Set sebasidias wg wcoarages el Tieionay .

1) Bepert subantios shonit Be reviswmd o4 raguior Latorwnis ek

(9) Whan sebsifiss we pu:! 14 pespect >f seperta of Fasergn-ounnd
B, SRES Mt B b S wetwes el B F0NELAR %
Mt gase i Ghe ceuatey grwmiting Be mabeidy.

{3% P cmgang coamtPies dbsadd cer sl t SRR sack skher e seedd
SRR i %1 e s EPEPt suben i e ipem,

£35) Pamne ini subaidin Wheeid, @ Fof o0 prew:h. 8, s gisen a8
s Sipnet g, e Fae +f She sbeidy Sosndisg = b5 Pare
Pram. I e we is tv Fagbar emgeets, 13 w0 Se grefer-
his %0 setabiih o sePrrt meraily Rorest iy s abed B¢ e
P paealilind lemmat s Ehe swgpERS

(107 P et combication «F iommnt. sa wet se ool ssmcnd by B
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(14) Governments should take an active part in creating export
smreness “nd in providing assirtance in marketing, espe-
sially to help small and mediim-zized firms. My markoting
devices could be employel to ssist exporters at rel-tively
low tetnl rost,

(1%) Bubsidised export crodit wnd insuriice Twilities should
whae required be provided to exporterr in developing coun-
Svies in order that tray asght -opete with expoiters in
developed “curtriss airesdy recwlving such submidies. The
ceosts »f providing such fwilities wre similur to the coesis
ivwelved in providing direct expert subsidies.

(36) Geverwmerts of jevelopud ~ourtries should, im principla,
aveid impesing retali-tory tariffs wher "legitinite” os-
pe_t subsidiz tion is practiscd By developing coubtries,

{17) Demar reumtries should relas the prootiecc of “ii-tying”
by seurce se 4 %o emable leveloping countries o tender
for aidelin aced srders.

(18] The offectivencss of sxpert incentives in develrping coups
SPies canm be o:llifisd by mantitative Joperd restrictions,
sy She threat ~f Yham, 18 th: developed countrise; Yhe
Jatter shoulil reduce axisting reatrictions and ast impose
w mes., [t is regrettaiie that the decisisna tallen R
A wd WM™ hive sot been full; compiisd with.

{19) B "tun-eparing”™ prinoiple 11 Whe fieid »f Vomatiom of
saPaess imeame Bowid B sppliad w5 all develrped soumpe
SPiaa 0 that Sus iacantives FLIYeR 3y devsispiag cewmiries
sam de sTfactive.

() Mo ries 1o e amersl gresasnt s Tari fs ad Trade
Gipeauraging s4pi i+t subeidies Lesd seuntriss desireus
of grenting seport ~ubsidien %o givs them is iadirest wed
Shaguised fsome #.-h Sng grve riss o nelficiant fovwms
of sebridisatisng Parther, they Fivs shomalages §6 ot
SPies wbing grecter ase of iadirect forn: 2f Yasationm,
Mpucini sttention showli be gavem 8 Fivising Hhees reles.
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Brazil
W. Trzeciakowaki Deputy lirector, Institute of Woreign Trade, Poland
¥, M, Vardy Manrger, Commerci~l Intelligence Department,
Canadian Manufacturers Association, Toronto, Canada
JHTDO
", “rnek Chief, Export Irdurtries Cection
H, 3petter Industrial Development Officer, Export Industries
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#. Stevens Associnte Induatrial Development Officer,
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Annex II
ANNEX II
ndn
Item 1: Incentives relating to the cstablishment and expansion
of manufacturing industries.
Item 2: Incentives relating to productive efficiency.
Item 3: Direct and indirect fin-ncial incentives for export
transactions,
Item 4: Vigit to the (livetti Tactorv 1in Pozzuoli.
Item 5: Incentives relnting to export loans, export credit and

export credit 1ngurance.

General guestions relating to incentives for industrial

exports,
Item 6: Incentives for export marketing.
Item T3 Draft report.









