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Trade Adjustment Assistance:

Let the Ineffective and Wasteful Job-Training Program Expire

David B. Muhlhausen, PhD

embers of Congress should be wary of reau-

thorizing the ineffective and wasteful Trade
Adjustment Assistance (TAA) program. Under the
TAA program, workers who lost their jobs due to
foreign trade are eligible for job training, relocation
allowances, and income maintenance while they
attempt to shift into new occupations. On December
31, 2013, the expansions of TAA under the American
Recovery and Reinvestment Act of 2009 (ARRA),
including drastically increased spending authoriza-
tions and broadened eligibility, expired. The entire
TAA program is set to expire on December 31, 2014.

TAA provides overly generous benefits for a small
fraction of laid-off workers.! However, is there any
evidence that this assistance and training improves
earnings based on newly acquired job skills? Pro-
gram evaluations of TAA say no. This finding should
not be surprising, because scientifically rigorous
evaluations of federal job-training programs have
consistently found these programs to be highly inef-
fective.?

A 2012 quasi-experimental impact evaluation of
TAA Dby Mathematica Policy Research and Social Pol-
icy Research Associates builds upon the consensus
of three previous quasi-experimental impact evalu-
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ations that have found TAA ineffective at improving
the employment outcomes of participants.? Thus,
Congress should let this costly and ineffective pro-
gram expire by not reauthorizing the program.

Trade Adjustment Assistance. Prior to the pas-
sage of ARRA, eligible displaced workers enrolled
in full-time training could receive up to 104 weeks
(two years) of cash payments. A displaced worker
requiring remedial education could receive an addi-
tional 26 weeks (six months) of cash payments while
enrolled in training.

ARRA extended the number of weeks newly
eligible displaced workers can receive cash pay-
ments. Newly displaced workers now receive up to
130 weeks (two-and-a-half years) of cash payments
while enrolled in full-time training, while newly
displaced workers requiring remedial education
can receive up to 156 weeks (three years) of cash
payments while in remedial training. ARRA also
expanded the definition of eligibility to include any
unemployed worker whose firm transferred produc-
tion to a foreign nation.

In 2011, Congress passed and President Obama
approved the Trade Adjustment Extension Act,
which cemented into law the expansion of TAA
under ARRA. However, the expanded eligibility and
benefits expired on December 31, 2013. The entire
TAA program is set to expire on December 31, 2014.

2012 TAA Impact Evaluation. Evaluating
the effectiveness of TAA is difficult because dis-
placed workers are entitled to benefits and train-
ing provided by the program once the Department
of Labor approves eligibility. While experimental
evaluations are the “gold standard” of evaluation
design, the entitlement nature of TAA benefits and
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training prevents this scientifically rigorous meth-
od from being used.* Thus, policymakers must rely
on the results of quasi-experimental evaluation
designs.

The 2012 evaluation statistically matched TAA
participants to a comparison group of workers in
the manufacturing sector and from the same local
areas.” Both groups consisted of unemployment
insurance (UI) claimants separated from their
jobs over the same period of time. The evaluation
followed TAA participants and comparison group
members over a four-year period. During the first
three years, TAA participants had lower rates of
employment than members of the comparison
group.® However, by the fourth year, the employ-
ment rates of the two groups were statistically
indistinguishable.

Lower employment rates of TAA participants
should be expected, because they are more likely
to engage in training activities than their coun-
terparts. Approximately two-thirds of TAA par-
ticipants received training, and the average trainee
spent about 1.5 years in training.” Being more likely
to receive job-training services naturally raises the
question of whether such training raises the earn-
ings of TAA participants.

In the first and second years, TAA participants
averaged $12,674 and $12,987 less in annual earn-
ings (2005 dollars) than their counterparts.® Dur-
ing the third and fourth years, TAA participants

averaged $7,451 and $3,273 less in annual earnings,
respectively. Over the entire four-year follow-up
period, TAA participants earned a total of $37,133
less than their counterparts. Further, “[w]lhen TAA
participants returned to work, they had lower wages
and were less likely to have access to fringe benefits
than their comparisons.” For their most recent jobs,
TAA participants have an average hourly wage of
$11.81 (2006 dollars), while the comparison group
averaged $12.59—a difference of $0.78.%°

Given that TAA participants were more like-
ly to receive job training than their counterparts,
employers may place a higher value on work experi-
ence than on TAA training activities. Only 37 per-
cent of TAA participants who received job training
found employment in the occupations for which they
trained."

Some may assert that the negative findings are
not the results of the ineffectiveness of TAA but a
result of the deep recession that occurred during the
four-year follow-up period. The authors of the 2012
evaluation state, “Employment rates and earnings
were probably lower during the recession than they
would have been in a strong economy, but they were
likely to have been lower for both TAA participants
and comparisons.”'?

How did TAA impact the receipt of UI? Over the
four-year follow-up period, TAA recipients received
$2,933 (2006 dollars) more in UI benefits than their
counterparts.”® TAA participants were more likely
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to exhaust their Ul benefits: 82.6 percent of TAA
participants exhausted their UI benefits, compared
to 45.3 percent of their counterparts—a difference of
37.3 percent.

Finally, a cost-benefit analysis found that the net
benefit to society of TAA was a negative $53,802 per
participant.’

Previous TAA Impact Evaluations. The other
three quasi-experimental impact evaluations also
indicate that TAA is ineffective in raising the wages
of participants.

Using a quasi-experimental design, Paul T. Deck-
er of Mathematica Policy Research and a colleague
evaluated the impact of TAA job training on earn-
ings outcomes.'® After comparing TAA job-train-
ing recipients to TAA non-training recipients, the
authors found that participating in TAA training
had no effect on raising the earnings of participants.

An evaluation using quasi-experimental meth-
ods by Leah E. Marcel of California State Universi-
ty-Northridge compared TAA training participants
to TAA non-trainees and those who had exhausted
their UI benefits.” Compared to UI exhaustees and
TAA non-trainees, the newly acquired skills by TAA
job-training participants failed to translate into
higher wages.”* However, TAA trainees were 12 per-
cent and 9 percent more likely to find employment
than TAA non-trainees and UI exhaustees, respec-
tively.?

Another evaluation using a propensity score anal-
ysis by Kara M. Reynolds of American University
and a colleague found “little evidence that it helps

displaced workers find new, well-paying employ-
ment opportunities.”?® Specifically, the authors com-
pared employment and wage outcomes of TAA par-
ticipants to a sample of displaced workers from the
Current Population Survey. Finding that TAA par-
ticipants experienced a wage loss of 10 percent, the
authors conclude that the negative impact “is obvi-
ously not the result one would expect froma program
designed to help displaced workers.”*! However, the
authors did find that TAA training participants had
a re-employment rate of 83.9 percent, compared to
the 73.7 percent re-employment rate of the compari-
son group—a difference of 10.2 percent.??

Let Failed Programs Expire. Overall, there
is little empirical support for the notion that TAA
improves the employment outcomes of displaced
workers. In fact, TAA participants are more likely
to earn less after participating in the program. This
trend was also confirmed by a Government Account-
ability Office report that concluded that TAA par-
ticipants are more likely to earn less in their new
employment.?® Lastly, TAA failed a commonsense
test of determining whether the program produces
more benefits than its costs.

With the ARRA expansion having expired and
complete expiration of TAA approaching at year’s
end, Congress would be wise to add the program to
the dustbin of history.

—David B. Muhlhausen, PhD, is Research Fellow
in Empirical Policy Analysis in the Center for Data
Analysis at The Heritage Foundation.
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