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I. INTRODUCTION

Trade Adjustment Assistance was first provided in the Trade Ex-
pansion Act of 1962. This special program was desizned to aid U.S.
workers and firms which were adversely impacted by imports to ad-
just to increased import competition. The program 1s premised upon
the belief that trade-related unemployment and market disruption
may differ somewhat in nature from that arising from other causes,
and upon the belief that such trade-related impacts, resulting from
a Federal policy of encouraging increased foreign trade for the benefit
of the country, should not be borne unaided ix;' particular segments
of U.S. industry and labor.

Because of a perceived ineffectivenese of the adjustment assistance
program enacted in 1962, the Congress made extensive changes to the
program in the Trade Act of 1974. The changes included addition of
new provisions designed to aid trade-impacted communities as well as
a general increase in benefits and easier access to such benefits.

n the second session of the 95th Congress, H.R. 11711 was intro-
duced to further amend the trade adjustment assistance program. The
bill, which passed both Houses of ('ongress but failed to be enacted
in the last hours of the session because of amendients unrelated to
adjustment assistance, would have further broadened the coverage of
workers and firtas who could become eligible for adjustment assistance
benefits, liberalized adjustment assistance benefits to workers and
firms, contained provisions to accelerate the certification process and
delivery of benefits, and introduced industry-wide studies and tech-
nical assistance.

On May 30, 1979, H.R. 1543 passed the House. This bill is now
pending in the committee and is largely based on H.R. 11711 of the
95th Congress. The following material is designed to aid in under-
standing the provisions of H.R. 1543 and to provide buckground on
trade adjustment assistance.

II. WORKER ADJUSTMENT ASSISTANCE
INTRODUCTION

Background —Trade Adjustment Assistance (TAA) for workers was
originally authorized by the Trade Expansion Act of 1962 (TEA). The
objective of the program was to provide adjustment assistance to
workers adversely aflected by import competition. Increases in im-
»orted goods can result in injury to domestic firms and the loss of jobs

y U.S. workers. While such injury might be avoided by increused
duties on the imported goods or other burriers to their importation,
this import-reliefl response may not always be possible or desiruble
because of overall Ug national policy and the requirements of inter-
national trade agreements. Assistance was available if it could be

(1)
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demonstrated to the U.S. Tanff Commission (now the U.S. Inter-
national Trade Commission) that increased imports resulting from
trade concessions were the major factor causing or threatening to
cause unemployment or underemployment of a significant number
or proportion of the workers of a firm. Because this was difficult to
wove, the Commission did not certify any workers until 1969. By
kscal year 1975 the annual cost of the program for workers was only
$14 million. .

The Trade Act of 1974 broke the necessary connection between
trade concessions and eligibility for TAA. It also changed the criteria
for eligibility by requiring that, among other conditions, increased
imports “contribute importantly” to threatened or actual job separa-
tion. These changes relaxed eligibility requirements significantly. Over
425,000 workers were certified in fiscal years 1975 through 1978. In
fiscal year 1978 about 157,000 applicants received nearly $260 million
in benefits at a rate of about $68 per week and an averaze duration of
24 weeks.

Related programs.—Most experienced workers who become involun-
tarily unemployed are eligible for unemployment compensation bene-
fits. This Federal-State system covers about 97 percent of the labor
force for up to 26 weeks under the regular lprogram. During periods of
high unemployment, workers may be eligible for an additional 13 weeks
of benefits under the Extended Benefits program. About $12 billion
was spent on Ul in fiscal year 1978. The average weekly benefit at the
end o} fiscal year 1978 was $52 and it ranged from $60 in Mississippi to
$106 in the District of Columbia. In September, 1978 nverage weekly
insured unemployment was about 1.9 million or roughly one-third of
all unemployed persons. Most of the remaining unemployed persons
were not eligible for UI primarily because they had an insufficient work
history to qualify for benefits.

Other programs provide additional assistance to unemployed
workers because their job separation resulted from Federal policies. In
addition to TAA, such programs have been authorized by the Redwood
Purk Expansion Act of 1978, the Regional Rail Reoryanization Act of
1973, the Rail Passenger Act of 1970, the Hizh Speed Rail Transporta-
tion Act of 1965, and the Urban Muss Transportation Act of 1964.
None of these programs, however, compares to the size of the regular
unemployment compensation program.

PRESENT LAW

Petitions and determinations.—A group of workers, their certified or
recognized union, or other authorized representative may petition the
Secretary of Labor for a certification of eligibility for worker adjust-
ment assistance. Nearly 4,600 petitions were Initiated from 1975
through 1978 (see Table 1). About 1,500 or 39 percent of the petitions
initiated were certified as eligible for worker adjustment assistance.

Workers are certified as eligible for worker adjustment assistance
if they meet the following conditions: (1) a significant number or
proportion of the workers in the workers’ firm or appropriate sub-
division of the firm have been threatened with or have experienced
total or partial separation; (2) the sales or production of the firm or
subdivision has decreased absolutely; and (3) increases in imports of
“articles like or directly competitive’” with articles produced by the
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workers’ firm or appropriate subdivision of their firm “contributed
im!l)ortantly”‘ to threatened or actual total or partial job separation
and to a decline in sales or production.

Over 440,000 workers, or about 245 workers per certified petition,
were certified for eligibility from 1975 through 1978 (see table 2).
Alboglti /267,000 workers, or 124 per denied petition, were denied
ehigibility.

The Secretary of Labor is required to determine whether a group
of workers is eligible for adjustment assistance and to issue a certifica-
tion of eligibility to apply for assistance within 60 days after the
petition is filed. The Department has not, however, met this require-
ment. Cases completed under 60 days were usually less than 10 percent
of the cases completed in calendar years 1977 and 1978. A substantial
improvement began, however, in late 1978. Over 70 percent of the
cases completed were completed in less than €0 days in March and
April 1979. )

A worker is not certified as eligible if his last total or partial separa-
tion from the certified firm or appropriate subdivision of the firm
occurred more than one year belore the date of the petition or 6
months before the eflective date (April 3, 1975) of chapter 2 of the
Trade Act of 1974.

If the Secretary of Labor determines that the conditions under
group eligibility requirements are no longer met by a certified group
of workers, he is required to terminats the certification. The termina-
tion applies only to separations from employment occurring after the
termination date. Over 200 petitions or about 12 percent of certified
petitions were terminated from 1975 through 1978.

Program benefits.—The basic program benefit under the worker
adjustment assistance program is the payment of a trade readjustment
allowance (TRA). Payments of TRA are required to be made to a
certified and eligible adversely affected worker who files an application
for any week of unemployment after the *‘trade-impact date” (the
date on which threatened or actual total or partial separation began in
the firm or appropriate subdivision of the firm) if the following two
conditions are met: (1) The worker’s last separation took place on or
after the trade impact date but not after the termination date (if any)
and not after the expiration date. (The termination date is the date as
of which the Secretary of Labor Cetermines the group eligibility con-
ditions are no longer met; the expiration date is two years from the
certification date.) (2) the worker had at least 26 wecks of employ-
ment at wages of at ieast $30 per week in adversely affected employ-
ment with a single firm or subdivision of a firm in the 1-year period
preceding unemployment.

The trade readjustment allowances payable to an adversely af-
fected worker for a week of unemployment is required to be 70
percent of his previous average weekly wage, not to exceed the average
weekly manufacturing wage. The weekly TRA payable is reduced by:
(1) 50 percent of earnings during the week; (2) any training allowance
except that the TRA is required to be paid in an amount at least equal
to—and in lieu of—any Federal training allowance; and (3) unem-
ployment compensation for which the individual is eligible. The
combined value of any wages, TRA, training allowances and unem-
ployment compensation may not exceed 80 percent of his previous
average weekly wage and 130 percent of the average weekly manu-
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facturing wage. The average weekiy manufacturing wage in 1978 was
$227 or $11,804 per year and 13v percent of it was $295 or $15,340

r year.
peT e maximum number of weeks that TRA can be paid is 78, or one
and a half years. The maximum for most workers is 52 weeks. Two sets
of workers are eligible for an additional 26 weeks: (1) workers enrolled
in training approved by the Secretary of Labor; and (2) workers who
are at least 60 years old on or before their date of separation. Except
for the additional 26 weeks, TRA may not be paid for a week of
unemployment beginning more than 2 years after the most recent
separation date. An additional week of TE.A exceeding 52 weeks may
not be paid if: (1) the adversely affected worker did not apply for
training within 180 days of the most recent separation date or certifi-
cation date, whichever is iater; and (2) if the additional week begins
more than three years after the most recent separation date.

The availability for work and disqualification provisions of State
’li‘riggxployment compensation laws apply to workers filing claims for

In addition to the TR.A benefit, under the worker adjustment
assistunce program, the Secretary of Labor is required to muke
“every reasonable effort” to secure counseling, testing, placement,
supportive, and other services under any other Federal law. If the
Secretary of Labor determines that there is no suitable employment
availuble and suitable employment would be available if the ndversely
affected worker received the appropriate training, the Secretary may
approve such training. Further, a job search allowance providin
a reimbursement of 80 percent of the cost of necessury job searc
expenses not to exceed $500 may be granted to certified, adwrselly

ected workers for securing a job in the United States il:
(1) the Secretary of Labor determines that the worker cannot
reasonably be expected to secure suitable emplovment in his com-
muting area; and (2) the worker has filed an upplication for the
ellowance no later than 1 year after the date of his last separation
before his application or within a reasonuble period of time after
a training period. Also, a relocation allowance of 80 percent of
reasonable and necessary expenses incurred in transporting a worker,
his family, and household effects and an amount equal to three times
the worker’s average weekly wage u» to $500 may be grunted to not
more than one member per family. The adversely affected worker may
apply for relocation allowance if: /1) he is relocating in the United
States; (2) the Secretary of Labor determines that the worker cannot
be reasonably expecte? to secure suitable employment n his com-
muting area; (3) the worker has been offered suitable, long-term
employment in the relocation area; (4) the worker is entitled or would
be entitled to TRA for the week of application except for the fuct
that he has obtained suitable, long-term employment; and (5) the
relocation occurs within a reasonable period after application for the
allowance or conclusion of training.

General vrovisions.—The Secretury of Lubor can enter into an agree-
ment with any State or any State agency to receiv adjustment ussist-
ance applications and provide services. The State must agree not to
reduce unemployment compensation otherwise puyuble to an adversely
affected worker. If a State has not entered into such an agreement or
fails to fulfill its commitments under an agreement, the 2.7 percent
credit against the 3.4 percent Federal unemployment iax for which
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employers in the State are otherwise eligible will be reduced to a
2.25 percent credit. In other words, the net effective Federal tax
would be increased for the year in question from 0.7 percent of the
first $6,000 of wages paid to each employee to 1.15 percent of such
wages,

THE HOUSE BILL (H.R. 153)

H.R. 1543 passed the House on May 30, 1979. As introduced in
the House, it was identical to S. 227 introduced in the Senate on
January 25, 1979.

Petitions and determinations.—Persent law permits petitions to be
filed with the Secretary of Labor by any group of workers, their
certified or recognized union or other duly authorized representative.
The bill adds that a petition may be filed by the Secretary on behall
of any group of workers.

Among other requirements for group eligibility, present law pro-
vides that: (1) sales or production of the workers’ firin or appropriate
subdivision must have decreased absolutely; and (2) increases in
imports of articles like or directly competitive with articles produced
by the workers’ firm or an appropriate subdivision of the firm must
have contributed importantly to the workers’ threatened or actual
total or partial separation and to a decline in sales or production. The
House bill would:

(1) Permit a finding of eligibility on the basis of a threatened
absolute decrease in sat*s or production (although the finding of eligi-
bilitvy could be based on a threatened decline in sales or production,
benelit payments would have to be deferred until the uctuul‘ occurrence
of the (liecline); and (2) expand eligibility to employees of firms or
appropriate subdivisions that provide essentinl parts or services to
trade-impacted firms.

This lust provision regurding the eligibility of workers in firms
providing parts or services to trade-impacted firms is a change from
the provisions of H.R. 11711 which passed the Senate lust session.
The Senute-passed bill added workens in a firm or appropriate sub-
division of a firm supplying any article or service which is essential
to the production, storage, or transportation of any import-impacted
urticle if at least 25 p-reent of total sales or production of the workenrs’
firm or appropriate subdivision of the firm is provided to impo:t-
impacted firms. H.R. 1543 does not specify uny minimum proportion
gf sales or production that must be provided to the trade-impucted

rms.

The bill would require the Secretary of Labor to provide any data
and other information obtained during an investigation of a petition
for worker adjustment assistance to the Secretary of Commerce if
notified that a petition for firm adjustment assistance has been filed.

The bill adds a broud provision dmt the Secretary of Labor provide
whatever assistance is necessury to enuble groups of workers to prepure
petitions or applications for program benefits. It also deletes a similar
provision of present law requiring the Secretury of Labor to provide
information and assistance only after the Internationa! Trude Com-
mission has made an affirmative finding on import relief with respect
to an entire U.S. industry.

Program benefits.—Among other conditions to qualify for TR,
present law requires certified adversely uflected workers to have
worked at least 26 of the preceding 52 weeks at wages of at least

47-469—79——2




$30 per week in adversely affected employment with a single firm or
subdivision of a firm. House bill adds as an alternative that a
worker could also qualify for TRA if he worked 40 of the pmcedi:le
104 weeks at wages of at least $30 per week. Also, under the bi
adversely affected workers could qualify for TRA on the basis of
aggregate employment in two or more firms or appropriate sub-
divisions certified as eligible for worker adjustment assistance.

Present law [)rovides & maximum 52 weeks of TRA for most workers.
Two groups of workers are eligible for up to an additional 26 weeks:
(1) workers enrolled in approved training; and (2) workers who are
60 years old on or before their date of separation from employment.
The bill increases the additional weeks for these two categories of
workers from 26 to 52 weeks and increases the total maximum from 78
to 104 weeks. However, the 52 ad. ..ional weeks payable on the basis
that the worker had reached age 60 at the time of unemployment are
limited to the greater of (1) 26 weeks or (2) the number of additional
weeks through the week in which the worker reaches age 62.

The House bill also adds a section authorizing an appropration
of up to $1.5 million for each of the two fiscal years 1980 and 1981
to be spent on specialized employment and training programs for
trade-atﬁeustment assistance to workers. The Secretary of Labor
must report on these programs no later than March 1, 1982.

An aggersely affected worker is eligible under present law for an

allowance of 80 percent of his necessary costs of securing a job in the
United States up to $500 if the Secretary of Labor has determined
that he cannot find suitable work in his commuting ares and the
worker has filed for the job search allowance within one year after
total separation or within a reasonable period of time after con-
cluding approved training. The House bill increases the reimburse-
ment rate to 100 mfercent of reasonable and necessary expenses up to
$600. It also modifies the time period within which the application
for the job search allowance must be filed to: (1) the later of the
365th day after the certification date or the date of the worker’s
last total separation; or (2) if the worker is age 60 on or before the
date of his last total separation, the later of the 547th day after such
date or the certification date; or (3) if the worker was enrolled in
approved training, the 182d day after the concluding date of the
training.
Present law provides for an 80 percent reimbursement of reasonable
and necessary relocation expenses and a relocation payment of 3 times
the worker’s average weekly wage (up to $500) if, among other condi-
tions, the relocation occurs within a reasonable 'Feriod after filing an
application or conclusion of approved training. The bill increases the
reimbursement rate to 100 percent and raises the maximum payment
to $600. It also requires an adversely affected worker to apply before:
(1) the later of the 425th day after the date of certification or the
worker’s last total separation; (2) if the worker is age 60 or older on
the date of his last total separation, the later of the 547th day after
such date or after the certification date; or {3) the 182d day after
concluding approved training. The relocation must occur within 182
days before or after the date of application for the relocation allowances
or within 182 days after the conclusion of approved training.

M
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General provisions.—Present law defines an adven:l( affected worker
as one who has been totally or partially separated from adversely
affected employment in & firm or appropriate subdivision of the firm
because of ﬁmﬁf work in such ex‘nﬁloyment. The bill broadens the
definition to include: (1) workers totally separated from other employ-
ment with a firm in which adversely aﬂ%cted employment exists within
190 days after being transferred from adversely affected employment
in the firm because of lack of work; or (2) workers totally separated
from other employment in a firm in which adversely affected employ-
ment exists as a result of (a) transfer of an adversely affected worker
because of lack of work or (b) the reemployment of an adversely
affected te(;vorker within 190 days of the date on which he was totally
separated.

l;ktroactive eligibility.—The bill would direct the Secretary to
promptly reconsider petitions which were either denied, refused,
withdrawn, or terminated because the petition was filed more than
one year after the workers covered by the petition were separated
totally or partially from employment (1-year rule), if the petition was
filed with the Secretary before November 1, 1977. Further, the
Secretary would be directed to promptly reconsider the eligibility for
assistance of workers from a certified firm who were determined to be
ineligible for assistance because their last total or partial separation
occurred more than one year before certification (1-year rule), if
the certification is based on a petition filed with the Secretary before
November 1, 1977. Upon reconsideration of the petition or eligibilit 'y,
the Secretary is required to substitute 18 months for 1 year in the
above eligibility rule. If a petition i3 certified retroactively as a result
of this provision, its two-year life begins on the 60th day after the
petition was initially filed, or in the case of 8 denied petition, the date
of the initial determination denying the petition.

The bill also provides an ‘“‘open season” for any group of workers
separated from employment after October 3, 1974, and before Novem-
ber 1, 1977, to file or have filed on their behalf (including filing on their
behalf by the Secretary of Labor) a petition for certification if a peti-
tion for such group was not filed after April 2, 1975, and before Novem-
Ler 1, 1977. The open season lasts for 6 months after the enactment of
the bill. Other conditions applying to these workers are: (1) an 18-
month rule for eligibility; (2) a petition date of Apnl 3, 1975, unless
determined otherwise by the Secretary of Labor; and (3) the &-year life
of the certification will begin on the 60th day after the petition date.

The bill does not permit recomputation of the amount of any pro-
gram benefit under worker adjustment assistance for the same week
of unemployment for which any worker received or was eligible to
receive benefits under existing law.

The bill also requires the Secretary of Labor to provide full informa-
tion to workers under this retroactive provision and whatever assist-
ance is necessury to enable them to prepare petitions and applications
for benefits.

The retroactive provisions of H.R. 1543 differ from those in the
Senate-passed version of H.R. 11711 in that H.R. 1543 would apply
to petitions filed and separations occurring up to November 1, 1977
while H.R. 11711 would ﬁave been limited to petitions and separations
prior to November 1, 1976.
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TaBLES RELATING TO WORKER ADJUSTMENT ABSSISTANCE

TABLE 1.—DISPOSITION OF CASES IN WORKER ADJUSTMENT ASSISTANCE
UNDER THE TRADE ACT OF 1974 FROM 1975 THROUGH 1978

Cumula-

Calendar years— tive total

at end of

Petitions 1978 1976 1977 1978 1978
Inprogress........................ 0 287 367 594 323
instituted......................... 528 1,014 1,289 1,732 4,563
Completed. .......... e 241 934 1,062 2003 4,240

Certified. . ... . ................ (121) (427) (408) (802) (1,758)

Partially certified............. (1) (4) 4) (44) (53)

Denied........................ (109) (438) (602) (1.015) (2,164)

Terminated. . ................. (4) (51) (20) (138) (213)

Withdrawn. . .................. (6) (14) (28) (4) (52)

—

Source: U.S. Department of Labor, Bureau of international Labor Affairs Trade Adjistment
Assistance System unpublished data.

TABLE 2.—DISPOSITION OF WORKERS IN WORKER ADJUSTMENT ASSISTANCE
UNDER THE TRADE ACT OF 1974

Calendar years—
Cumula-

Workers 1975 1976 1977 1978 tive total
Certified. ........... .......... 57,076 144,920 119,634 104.255 425,885
Partially certified. ........ .... 595 794 2,645 10,746 14,780
Denied.... .................... 50,855 60.699 75,355 80,373 267,282
Terminated ................... 464 4,731 7,532 4,249 16,976
Received 1st payment. . ....... 25,788 116,140 113,292 148,137 403,357

Source: U.S. Department of Labor, Bureau of International Labor Atfairs, Trade Adjust-
ment Assistance System unpublished data.

TABLE 3.—DISTRIBUTION OF WORKERS BY TYPE OF BENEFITS
RECEIVED FROM APRIL 1975 THROUGH APRIL 1979

Cumulative
Type of benefit received total Percent
Cash. ..., 424,257 100.0
Training...................oo... 15,671 3.7
Job search allowance................. 2,626 .6
Relocation allowance.................. 1,366 3
Jobplacements....................... 14,208 33

Source: U.S. Department of Labor, Bureau of International Labor Affairs, Otfice
of Trade Adjustment Assistance unpublished data.
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TABLE 4.—NUMBER OF CERTIFIED WORKER ADJUSTMENT
ASSISTANCE PETITIONS SUBMITTED BY MAJOR TRADE
UNIONS FROM APRIL 1975 THROUGH FEBRUARY 1979

Average
Number of amount
Source petitions ! Amount paid per worker
Amalgamated Clothing & Tex-
tile Workers Union.......... 246 38,612,883 820
Steelworkers.................. 217 202,810,158 1,865
International Ladies Garment
Workers Union.............. 201 . 9,915,738 745
United Auto Workers.......... 59 161,600,382 1,830
Shoeworkers.................. 53 17,883,942 1,291
Bootandshoe................. 40 8,338,942 917
International Union of Elec- ..
trical Workers............ .. 32 9,792,405 919
Machinists.................... 18 . 4,339,886 1,121
Teamsters..................... 14 3,016,862 1,455
All other unions............... 122 44,531,056 1,655
Nounion?® .................... 872 157,130,691 1,135
Total.................... 1,874 657,972,945 1,420

! These figures reflect the total number of certified and partially certified cases
on which first payments had been made through Feb. 28, 1979. 1st payment figures
pydtgzioztg’however. are not available. Total 1st payments through teb. 28, 1979
is 257,

1 Petitions submitted by 3 workers or a company official without claiming union
affiliation.

Source: U.S. Department of Labor, Bureau of International Labor Affairs, Trade
Adjustment Assistance System unpublished data.

TABLE 5.—SUMMARY BY STATE CASE AND WORKER DISPO-
SITIONS FROM APRIL 1975 THROUGH APRIL 1979

e - g - e+ e — e

Cases Workers Cases Workers

State certified certified  denied denied
Alaska................... 0 0 1 75
Alabama.............. .. 36 13,048 40 6,215
Arkansas................ 37 6,787 15 2,156
Arizona............... . 27 11,346 12 425
California............... 65 18,135 83 7,357
Colorado.. ............. 17 2,348 14 508
Connecticut.......... ... 35 8,058 43 2,044
District of Columbia. .. .. 0 0 1 0
Delaware................ 4 4377 0 7,055

Florida.................. 15 605 0 830
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TABLE 5.—SUMMARY BY STATE CASE AND WORKER DIS-
THROUGH APRIL 1979—

POSITIONS FROM APRIL 1975
Continued

Cases Workers Cases Workers

State certified certified denied denied
Georgia................. 24 7,253 11 594
Hawaii.................. 9 431 10 163
lowa..................... 10 1,862 0 709
Ildaho.................... 3 266 1 0
{llinois.................. 61 14,442 77 17,176
indiana.................. 38 14,106 54 15,314
Kansas.................. 1 200 5 3,135
Kentucky................ 2 3,692 23 1,021
Louisiana............... 1 2,130 9 1,390
Massachusetts.......... 152 19,160 258 15,223
Maryland................ 23 12,555 36 1,453
Maine.... .............. 24 4,524 13 1,173
Michigan................ 33 27,158 106 36,050
Minnesota............... 18 3,178 21 856
Missouri................ 72 21,165 84 11,035
Mississippi.............. 11 2,208 3 200
Montana................ 7 1,305 4 62
North Carolina. ......... 16 1913 15 2,966
North Dakota............ 0 0 1 52
Nebraska................ 4 1,601 6 45
New Hampshire......... 20 2,540 21 2,530
New Jersey.............. 231 22,975 279 17,910
New Mexico............. 4 268 3 484
Nevada.................. 9 935 5 24
NewYork................ 316 44,893 249 17,285
Ohio.....coovvvvein.... 74 47,407 207 35,321
Oklahoma............... 0 0 6 1,381
Oregon.................. 3 571 11 1,843
Pennsylvania............ 275 71,085 418 53,519
Puerto Rico............. 44 3,743 13 826
Rhodelsland............ 7 2,094 17 710
South Carolina.......... 9 1,933 17 2,422
South Dakota............ 1 198 1 35
Tennessee. ............. 64 10,779 24 889
Texas................... © 62 6,798 58 1,979
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TABLE 5.—SUMMARY BY STATE CASE AND WORKER DIS-
POSITIONS FROM APRIL 1975 THROUGH APRIL 1979—

Continued
Cases Workers Cases Workers
State certified certified denied denied
Utah.................... 8 832 2 75
Virginia................. 30 10,224 27 1,937
Vermont................. 1 200 0 0
Washington............. 14 1,990 6 776
Wisconsin............... 38 20,208 46 7,612
West Virginia............ 55 4,322 99 6,109
Wyoming................ 1 118 1 0
Total.............. 2,041 457966 2,483 290,767

Source: U.S. Department of Labor, Bureau of International Labor Affairs, Trade
Adjustment Assistance System unpublished data.

TABLE 6.—TRADE READJUSTMENT ASSISTANCE UNDER THE
TRADE ACT OF 1974

Fiscal years—

Payment data 1976 1977 1978
Applications filed................. 105,354 137,208 212,489
Applicants paid................... 46,824 110,702 156,599
Weekspaid....................... 1,191,834 2,791,776 3,820,407
Amountpaid...................... $69,921,249 $150,891,185 $258,321,988
Average weekly benefit!.......... $48 $54 $68
Average payment per worker!. ... $1.,241 $1,363 $1,649
Average duration of benefits

(weeks). ........cooiiiiiieinnn, 25.7 25.2 24.4

1 These amounts are in addition to any regular unemployment benefits.
Source: U.S. Department of Labor, Employment and Training Administration, Office of

Trade Adjustmer.t Assistance.
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TABLE 7.—EMPLOYMENT AND TRAIIING SERVICES UNDER THE
TRADE ACT OF 1974

Fiscal years—
Applicant data 1976 1977 1978
Trade readjustment assistance
applications filed. . ....... ... ... 105,354 137,208 212,489
Percent of workers unemployed
at time of application....... .. .. NA 23 24
Applications for employment
Services...............o......... 16,599 24,824 79,377
Job placements................... 727 2,690 6,357
Training:
Enrolled....................... 826 4,267 8,479
Completed*................... 191 922 13,923
Jobsearches................ .. .. 23 277 1,072
Relocations. . ..................... 26 191 631
Counseling........................ 5221 16,842 28,525
Testing............coovviiiiil. 699 2,521 5,597

Supportive services............... 16 822 4,351

! The number of persons completing training can exceed the number of persons
entering training because an individual can complete more tf.an one trainirg ccurse
while being counted as enrolled only once.

Source: U.S. Department of Labor, Employment and Training Administration,
Office of Trade Adjustment Assistance.

111. FikM ADJUSTMENT ASSISTANCE
INTRODUCTION

The Trade Expansion Act (TEA) of 1962 created a progrum of
adjustment assistance for firms adversely affected by increased
imports. The intent of the Congress was to assist firms whose markets
were disrupted by imports atiributable to import concessions to
adjust to chnngeJ competitive conditions. It was believed that the
Federal Government bears a special responsibility to workers and
firms adversely affected by increased imports, especiuily those re-
sulting because of Federal trade decisions which are undertaken in
the name of national policy. In the cuse of firms, inereased imports
overnight can eliminate the competitiveness of a firm or an entire
industry.

Under the TEA, there were two ways a firm could become eligible
for assistance: first, as a component of un industry certified as elizible
for escape clause relief; and second, as an individua! firm directly
potitiomng the U.S. Tanff Commission (now the U.S. International
I'rade Commission) for a certification of elhigibility to apply for
assistance. In the latter case, the petitioning firmn had to demonstate
to the satisfaction of the Tariff Commission that, as a result in major
part of concessions granted under trade agreements, an article like
or directly competitive with an article produced by the petitioners




13

was being imported in such increased quantities as to be the major
factor causing or threatening to cause serious injury to the petitioning
firm. Firms certified as eligible to receive adjustment assistance
under the TEA could receive technical assistance, financial assistance,
and tax assistance. In the 12 year history of the TEA, less than 33
firms were certified as eligible to apply for assistance, and only about
half of such firms received assistance.

In the Trade Act of 1974, the criteria for elizibility for adjustn.ont
assistance were significantly relaxed. The requirement that increased
unports be related to a trade concession was elimnated, and the
requirement that increased imports be the major factor causing or
threatening serious injury was changed to require that increased
imports contribute importantly to the actual or threatened total or
partial separation of a significant proportion of workers in the firm and
a decline in sales or production of the firm. Additionally, responsibility
for determining eligibility for assistance was transferred to the
Department of Commerce from the Tanff (Commission, and while
the tax assistance under the TEA (a net operating loss carryback over
a 5-year period) was eliminated, other benefits were liberalized.

PRESENT LAW

Petitions and determinations.—Petitions for certification of eligi-
bility to apply for adjustment assistance are filed with the Secretary
of Commerce by individual firtas or their representatives. A firm 1s
certified as eligi[‘)’le to apply for adjustment assistance if the Secretary,
not luter than 60 days u}tor the petition is filed, determines:

(1) that a significant number or proportion of workers in the
firm have been, or threaten to become, totally or partully
sepurated;

(2) that sales or production or both of such firm have decreased
absolutely; and

(3) that absolute increases in imports have contributed im-
portantly to such total or partial separation or threat thereof
and to such decline in sales or production.

Provision of benefits.— After a firm is certified, 1t has 2 years in which
to file an application for adjustment assistunce. The certifieation of a
firm as eligible to apply for udjustiment assistunce does not mean that
such assistance will automatically be granted. The application for
adjustment assistance must include the firm’s proposal for economic
adjustment. Before an adjustment proposal of a firm can be approved
and assistunce furnished, the Secretary must find that the proposul—

(1) is reasonubly calculated materially to contribute to the eco-
nomic adjustment of the firm,

(2) ives adequate consideration to the interests of the workers
of such firm, and

(3) demonstrates that the firm will inuke all reasonable efforts
to use its own resources for economic development.

In addition, the Secretary must find that the firm bas no reasonuble
aceess for financing through the private capital markets.

Once an adjustment proposal is approved, assistunce may be fur-
nished. It may tuke the form of technicul assistance, including the
development and preparation of an economic adjustment proposal,
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the implementation of the proposal, or both. Costs of technical assist-
ance furnished through private (non-governmenta!) wdividuals, firms,
and institutions (incfudmg consulting services) which could be borne
by the U.S. Government would be limited to not more than 75 percent
o{ the total.

Assistance under the firm program may also take the form of finan-
cial assistance. This assistance may include loans and loan guarantees
for working capital, as well as for construction and for acquisition of
land, plant, buildings, equipment, facilities, and machinery. The inter-
est rate on direct loans is determined by a formula consisting of the
Treasury cost of borrowing rate used by the Economic Development
Administration (EDA) in its regular business development direct loan
program under the PWEDA plus a surcharge in an amount adequate
in the judgment of the Secretary of Commerce to cover administrative
expenses and the costs of probable losses under ti.e pregram. The sur-
charge is about 1 percentage points above the Trea: ury rate, which
is determined quarterly. A(fditlonally, there 18 a ceiling on the total
outstanding liability of the United States on loan guarantees and direct
loans at any time for any one firm of $3 million and $1 million,
respectively.

eneral provisions.—The Secretary of Commerce is required to make
available full information about firm adjustment assistance to firms
in an industry which has been found by the U.S. International Trade
Commission (ITC) to be eligible for import relief under the “escape
clause” provisions of the Trade Act (section 201 et seq.). The Secretary
is also required to provide assistance in preparing and processing peti-
tions and applications for program benefits.

THE HOUSE BILL (H.R. 1548)

Petitions and determinations.—Section 201 of the House bill amends
the eligibility requirements for firms under present law in two aspects.
First, a firm could receive certification on the basis of u threat of an
absolute decrease in the sales or production of such a firm, no
longer having to show that such decrease has actually occurred. Sec-
ond, a firm may qualify for adjustment assistance when it supplies
services or articles, such as component parts, to and is economically
dependent upon one or more “import-impacted firms”, i.e., firms
which have been certified for adjustment assistance, or whose workers
have been so certified, if the Secretary of Commerce determines that
all the following circumstances exist:

(1) No less than 25 percent of the total sales of the supplying
firm are made to one or more import-impacted firms. The 25 percent
must be accounted for by the provision of one or more articles (in-
cluding, but not limited to, any component part) which are essential
to the production of any ‘“import-impacted article” (an article which
forms the basis for the certification of the import-impacted firm or
workers), and/or one or more services which are essential to the pro-
duction, storage, or transportation of any import-impacted article.

(2) There has occurred actual or threatened total or partial separa-
tions of a significant number or proportion of the workers and an
actual or threatened decrease in the sales or production of the

supplying firms,
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(3) The actual or threatened decrease in sales or production of one
or more import-impacted articles in the import-impacted firms
contributed importantly to the actual or threatened separations of
workers and to the actual or threatened decline in sales or production
of the supplying firm.

Program benefits.—The House bill would amend the technical assist-
ance provisions of present law to require that the Secretary of Com-
merce provide technical assistance on such terms and conditions as
he determines appropriate to assist a firm certified for adjustment
assistance in preparing a proposal for assistance. Under present
law, provision of technical assistance by the Secretary to assist firms
in preparing an ad"ustment proposal required as a part of the appli-
cation by a firm for adjustment assistance is purely discretionary.
If the Secretary does furnish assistance through a private individual,
firm, or institution (e.g., private consultants), under the bill the
Government would bear that portion of the cost of the assistance, u
to a maximum of 90 percent instead of the present 75 percent, whic
in the Secretary’s judgment the firm is unable to pay.

'The House bill would amend the financial assistance provisions of
present law to add a new provision whereby, with respect to loans
cuaranteed by the United States under the firm program, the S:cre-
tary of Commerce may contract to pay annually, for not more than
10 years, interest rate subsidies to or on behalf of the borrowing firm
in an amount sufficient to reduce by a maximum of 4 percentage
points the interest paid by such borrower on the guaranteed loan,
provided that the subsidy would not reduce the borrower’s interest
rate on the guaranteed loan to below that charged on direct loans
provided as assistance under the firm program. The interest rate
subsidies would apply only to loans guaranteed on or after the effec-
tive date of the act.

Additionally, the House bill would amend the conditions for finan-
cial assistance by removing the surcharge added to the Treasury cost
of borrowing under present law and by providing that the outstanding
agceregate liability of the U.S. Government on loun guurantees at any
time for any one firm may not exceed $5 million (us opposed to $3
million under present law), and that the amount of direct loans which
may be outstanding to any one firm at any time may not exceed $3
million (as oppose«r to $1 million under present law). The new lower
interest rate on direct loans resulting from removal of the surcharyze
would upply to direct loans made on or after the effective date of the
act. However, at the request of the borrower, the Secretary of Com-
merce could take such action as may be appropriate to adjust the
interest rate on any direct loan made prior to the effective date of the
Act to the new lower rate resulting from removal of the surcharge.
Such an adjusted rate would apply to interest payments owing on a
loan on or after October 31, 1977. The Treusury cost of borrowing
itself would not be subject to adjustment.

General provisions.—The House bill expands the responsibilities of
the Secretary of Commerce to assist and inform firms regarding adjust-
ment assistance. It requires that he provide full information to firms,
whether or not in an industry for which the ITC has made a finding
under section 201 of the Trade Act, about technical and financi
assistance available under not only the trade adjustment assistance
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yrogram, but also under any other Federal programs which may
}aci itate adjustment of firms to import competition. The Secretary
would also provide whatever nrecertification technical assistance 1s
necessary to enable finns to prepare petitions for such certification.

IV. MisceLLaNEOUs PRovisions
PRESENT LAW

Section 281 of the Trade Act establishes an Adjustment A~istance
Coordinating Committee, consisting of a Deputy Special Representa-
tive for Trade Negotiations as Chairman, and officials charged with
the trade adjustment assistance responsibilities of the Departments of
Labor and Comme: ce, and of the Small Business Administration. The
committee’s function is to coordinate the development and review of
all policies, studies, and programs of the agencies involved to promote
the efficient and effective delivery of trade adjustment assistunce
program benefits.

THE HOUSE BILL

The House bill retains the present law requirement for an Adjust-
ment Assistance Coordinating Committee Lut also establishes the
Commerce-Labor Adjustment Action Committee (CLAANC), consisting
of officials charged with economie adjustment responsibilities in the
Departments of Commerce and Labor and other appropriate Federal
agencies. The chairmanship of CLAAC would rotate among members
representing the Departments of Commerce and Lubor. In addition
to any other function deemed appropriate by the Se -retaries of Com-
merce and Labor, the committee would facilitate the coordination
between such Departments in providing timely and effective adjust-
ment assistance to import-impacted workers, firms, and communities
under the trade adjustment assistance programs and under other
appropriate programs administered by these Departinents. The
committee would report quarterly on its uctivities to the Adjustment
Assistance Coordinating Committee.

The House bill al~o adds new provisions for industry-wide technical
assistance and studies. The Secretary of Labor would be suthorized
to make grants up to $2 million annually, under terms and conditions
he deems necessary and appropriate, to unions, employee asociations,
or other appropriate organizations to enable them to conduct research
on, and development and evaluation of issues relating to, the design
of an effective trade adjustment assistance program for workers in
industries in which significant numbers of workers have been or will
likely be certified as eligible for adjustment assistance. The issues
would include the impact of new technologies on workers, the design
of new workplace procedures to improve efficiency, the creation of new
jobs to replace those eliminated by imports, ami worker training and
skill development. Such sums as may be necessary and appropriate to
carry out the purposes of this section are authorized to be appropriated
fo:?-:scal years 1979 and thereafter.

The bill would provide similar authority to the Secretary of Com-
merce to make grants up to $2 million annuully, under terms and
conditions he deems necessury and appropriate, for establishment of
industry-wide programs for reseurch on, and development und appli-
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cation of, technology and organization techniques designed to improve
economic efficiency. Eligible recipients may be associations or repre-
sentative bodies of industries in which a substantial number of firms
have been certified as eligible to apply for adjustment assistance. Such
sums as may be necessary and appropriate to cnrrry out the purposes
of this provision are authorized to be appropriated for fiscal years 1979
and thereafter.

Further, the Secretary of Commerce would be authorized to conduct
studies of industries actually or potentially threatened by import
competition for the purpose of (1) identifying basic industry-wide
characteristics contributing to the competitive weakness of domestic
firms; (2) analyzing il other considerations affecting the international
competitiveness of industries; and (3) formulating options to assist
trade-impacted industries and member firms, including industry-wide
Initiatives.

V. GExERAL AccounTinGg OOFFicE REPORTS

Section 280 of the Trade \ct of 1974 requires the General Account-
ing Office (GAOQ) to study adjustment assistunce programs and report
to the Congress no later than January 31, 1980. In general, the GAO
is required to examine the effectiveness of adjustment assistance pro-
grams and their coordination with other progrums providing unem-
ployment compensation and reliel to distressed areas.

The Senate Finance Committee report on the Trade Act of 1974
(Senute Report No. 93-1208) lists more specific questions to be
addressed:

How much time elapses between the worker’s unemployment
and the dute on which he receives Trude Adjustment Assistance?

To what extent are benefits paid retroactively?

To what extent are benefits paid after workers have been re-
employed?

What are the characteristics of Trade Readjustment Assist-
ance (TRA) beneficiaries and how do they compare to other
unemployed workers in the same area?

What employment opportunities are availuble to TRA bene-
ficiaries in tﬁeir area?

What is the reemployment rate of TRA beneficiaries compared
to regular Ul recipients?

To what extent do different age groups continue to be unem-
ployed after exhausting TRA benefits?

To date the GAO has completed the following studies:

Considerations for Adjustment Assistance under the Trade Act:
A Summary of Techniques Used in Other Ccuntries, Volumes I
and II (January 18, 1979).

Adjustment Assistance to Firms Under the Trade Act of 1974—
Incox)ne Maintenance or Successful Adjustment? (December 21,
1978).

Worker Adjustment Ass'stance Under the Trade Act of 1974
to New England Has Been Primarily Income Maintenance
(October 31, 1978).

Worker Adjustment Assistance Under the Trade Act of 1974—
Problems in Assisting Auto Workers (January 11, 1978).
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Adjustment Assistance Under the Trade Act of 1974 to
Pennsylvania Apparel Workers Often Has Been Untimely and
Inaccurate (M&y 9, 1978). ) .

Certifying Workeis for Adjustment Assistance—The First
Year Under the Trade Act (May 31, 1977).

Assistance to Nonrubber Shoe Firms (March 4, 1977).

In addition, GAO plans to release a final report later in 1979. It
will address the specific questions listed in the Finance Committee

report.

l’)l(‘)he GAO reports published to date provide fragmentary answers
to many questions. In general, GAO found that worker awareness of
the Brogram was low, particularly among nonunion workers. Also,
the Department of Labor experienced problems in determining el:gi-
bility within the required 60-day period after a petition is filed. The
delays in petition actions led to benefit payment delays. Ultimately,
the delays were so long that most workers (73 percent of the New
England workers) had been reemployed by their previous trade-
imfa.cted employer before they received their benefits.

n the New England worker study, GAO found that an average of
one year and 6 weeks elapsed between the workers’ separations and
the first TRA payment. About 53 percent or 31 weeks of this time,
however, was the time interval between separation and when the
workers filed their petition. The remaining time elapsed in the follow-
ing manner: (1) eleven weeks between filing and petition and certi-
fication; (2) nine weeks between certification and application for
benefits; and {3) seven weeks between application and the first TRA
payment.

GAO found that the auto workers who received TRA tended as
a group to have proportionately more males, blacks, dependents,
and married persons than regular Ul recipients in the same area.
Other differences in age, education, and whether the spouse of the
recipient was working were not substantial.

xhaustees were compared to nonexhaustees in the New England
study. As a group, exhaustees tended to be older. They also had pro-
portionately more males and persons who were less educated and ex-
perienced with the trade-impacted employer.
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VI. Cost EsTIMATES

The Department of Labor (DOL) has estimated that the changes
made to Trade Adjustment Assistance for Workers by H.R. 1543 will
}»ﬁf. $208.5 million in fiscal year 1980.* This cost breaks down as

ollows:

Fiscal year 1980 cost of H.R. 1543: Millions
(1) Extension of coverage to workers in firms supplying essential
parts or services to trade-impacted firms. ... _.._..._. $100. 0
(2) Retroactive eligibility. -« - oo oo aaaos 50. 0
(3) Experimental training. - . oo L3
(4) Alternative eligibility requirement of 40 weeks of employment out
of the last 104 weeks earning at least $30 per week.._.___.._.
(5) Time extension on applications for job search and relocation
allowances and increase in maximum allowances. . ._..____.
(6) Extension of benefit duration to trainees and cartain workers
older than 60 but younger than 62.. __ . _____.____._____. 21

(7) Extension of coverage to certain workers indirectly affected be-
cause of the exercise of seniority rights..__._._______.__..._.

Total COBL. e e e cccecccecccccaccccscceanceceanccanan 208. 5

H.R. 11711, the Senate-passed bill in the 95th Congress, differed in
two respects:

1) The extension of eligibility to workers in secondary firms
was limited to firms in which at least 25 percent of sales or produc-
tion is devoted to supplying the directly trade-impacted firm.
With the 25 percent criterion, the estimated cost of the provision
would be reduced by $21.9 million (fror. $100 million to $78.1
million) ;

(2) The retroactive features were limited to petitions filed or
separations occurring prior to November 1, 1976 rather than No-
vember 1, 1977, This change was estimated to reduce the cost of
the provision from $50 million to $30 million.

The following is an excerpt from the Co%msional Budget Office
cost estimate contained in the report of the Committee on Ways and
hg:gns of the House of Representatives (H. Rept. 96-57) on H.R.
1543.

® ] ] L ] L [ J

TITLR 1

5. Cost estimate: Title I of the bill makes a number of changes in-
the worker adjustment assistance program, which is an appropriated:
entitlement. The estimated additional costs for this program are sum-
marized below, and it is assumed that appropriations would be made to
cover these costs.

*The original cost estimate was $177.83 million as indicated in the estimate p:e‘tm
by the Congressional Budget Ofice. Certain workers in more than one adversely ted"
“ﬂnn um:te:c not included in (4), bowever. DOL has corrected this omission in the ~bove




By fiscal years, in millions of dollars
Fiscal year 1980:

Required budget authority . . ... ... . . _.____._.
Estimated outlays_ _ L iiiiiiea--
Fiscal year 1981:
uired budget authority_ _ _____ . .. . ._...__
Estimated outlays_ . _ . iiiiei-.
Fiscal year 1982:
Required budget authority . _ . .. .. _l..._
Estimated outlays _ . ... ieicaeaaooo-
Fiscal year 1983:
Required budget authority . _ .. ... ...
Fstimated outlays_ _ _ ___ L. oll.
Fiscal year 1984:
Required budget authority. _______ e e
Estimated outlays. . . ... ... e e

The costs of Title I fall within budget function 600.
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TITLEY II AND III

_Titles II and III authorize a number of changes in adjustment as-
sistance programs for firms and related activities. The projected
budget impact of these changes is summarized below:

By fiscal years, in millions of dollars
Fiscal year 1980:
Estimated authorizationlevel ... .. ____ ... .. ___. ... _. 1
Estimatedoutlays_ ... ... .. ... ... ... . ..... ... ......1
Fiscal year 1981:
Estimated authorizationlevel ... ... ... . .. _ . ...._.. S |
Estimated outhays . e . 2
Fiscal year 1982:
FEstimated authorizationlevel ... . .. . . . e e o
Estimatedoutlays . . ___ ... ... ... __ ... ._._. - e 4
Fiscal vear 194&3:
Fstimated authorizationlevel .. .. _______________.. e e e
Estimatedoutlays_ __ . ... ... . ... %2
Viseal vear 1984
Estimated authorizationlevel ... __ . __ . ... .. __._.. .. ..
Estimated outlays_ s -12

The budget impact of Titles I and III falls primarily within budget
function 450.

The costs of loan programs differ from the direct budget impact of
such programs. These costs consist of administrative expenses, interest
subsidies, and defaults, offset by interest repayments. The cost of a
grant program (e.g., Title IIT) is identical to the outlay impact. The
estimated cost of Titles II and III is summarized belcw.

By fiscal years, in millions of dollars
Fiscal yvear 1980:

Estimated cost __ ___ . ... ___.__. el eee.-. 5.8
Fiscal year 1981:

Estimated cost . ________ . . __.___._.__. e el e 9.3
Fiscal year 1982:

Estimated cost. .. ... ... e e 13.7
Figcal vear 1983:

Estimated cost . . _ . . e e imiaeaan 65
Fiscal year 1984:

Estimated cost - - . oo e e cme———————- 4.0

There are major uncertainties concerning international markets that
could dramatically increase the cost of the basic trade adjustment as-
sistance program and the incremental costs of this legislation. For
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e.xunglﬁ, a multilateral trade agreement is currently under considera-
tion. Should this agreement be ratified, it could alter both the number
and the composition of firms and workers qualifying for trade adjust-
ment assistance benefits. In addition, mternational markets for crude
oil are in a state of flux. It is difficult to predict the impact of these
developments upon the trade adjustment assistance programs.

TITLE 1

6. Basis for estimate: In title I, the provision with the largest antici-
ated cost unpact per year is the extension of eligibility to workers in
g rms sup}lp‘lgmg components or services to plants impacted by increased
umports. The costs attributable to this provision would depend on the
number of supplying firms, the number of workers in these firms, the
percent of the eligib& pool certified and the cost per beneficiary. There
are no data readily available that permit exuct identification of sules
to trade-impacted industries or. a irm by firm basis. The Depurtment
of Labor is undertaking a major cffort to estimate the costs of this
provision. The results of this effort, however, will not be available for
weeks. A Department of Labor spokesmun has testified in hearings
before the Trade Subcommittee ts:(:xt this provision could cost $100
million in 1980. While this estimate is very rough, CBO has no reason
to doubt the estimate.

Based on DOL data, it is estimated that non-recurring costs for
fiscal year 1980 for retrouctive eligibility of workers will be $50 mil-
lion, the experimental training voucher demonstration projects will
cost $1.5 mﬁlion in fiscal yeur 1980 and fiscul year 1981, the alterna-
tive eligibility requirement will cost $17 million, and time extension of
applications for job search and relocation allowances and increase of
maximum allowance will cost $6.2 million.

CBO has updated DOL estimates for fiscal year 1979 to 1980 by
inflating by changes expected in the Consumer Price Index. Using this
methodology, CBO estimates the fiscal year 1980 costs of extending
the benefit period to trainees by 26 weeks will be $2.1 million and the
costs of expanding coverage of workers laid off as “bumpers” will be
$0.5 million.

TITLE I

The DOC administers an adjustment assistance program for U.S.
firms adversely affected by increased foreign trade. An estimuted
growth of 50 percent in the number of petitions filed is projected as a
result of the expanded eligibility requirements provided Ey Il.R. 1543.
Since authorization for this program expires in fiscal year 1982, costs
and outlays in fiscal years 1983 and 1984 reflect only those obligations
incurred by fiscul year 1982.

Based on current DOC certification data and an estimated increase
in the rate of petitions filed of 50 percent, it is estimated that approxi-
mately three-}ourths of the firms that petition will be certified within
three years.

'Technical assistance is available to firmas prior to and after certifica-
tion. Title II would increase the government share of the cost of tech-
nical assistance from 75 percent to 90 percent for eligible firms. It is
assumed that one-half of the certified }lrms will receive technical as-
sistance at an estimated $100,000 per firm (at 1979 cost levels), includ-

e ——————————————————
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ing administrative costs. Costs in fiscal year 1980 and thereafter are

.assumed to incrcase as a result of inflation. Funds are assumed to be

obligated in the year of certification, and outlays from obligated funds
are estimated to be 75 nt the first year and 5 percent the second
year. On this basis, additional outlays are projected to be $2.1 million
in fiscal year 1980; $4.3 million in fiscal year 1981; $7.6 million in
fiscal year 1982; and $1.8 million in fiscal year 1983. .

In addition to technical assistance, financial assistance is available
to firms certified as actually impactecf under this title. Title II amends
the direct loan program by raising the loan ceiling from $1 million to
$3 million available to any one firm and by revising the interest rate
charged on direct loans. The rate of interest for all direct loans (retro-
active to October 31, 1977) would be the lower of the following two
rates, as determined Ly the Secretary of the Treasury: (1) the current
average market yield on outstanding marketable U.S. obligations of
comparable maturity; or (2) the average annual interest rate on all
U.S. interest -bearing obligations plus one-quarter of one percent per
year. The outstanding loan balance as of October 31, 1977, would be
adjusted to reflect the retroactive change in interest rate. Under Title
11, the guaranteed loan program would provide interest rate subsidies
to reduce interest paid by borrowers to rates comparable to direct loans
(to a maximum of 4 percentage points). The guarantee loan ceiling
would be raised from $3 million to $5 million for any one firm.

The potential budget impact for financial assistance requires meas-
uring not only outlays associated with the expanded coverage provided
by the legislation, but also the increase in the average loan size result-
ing from greater demand because of the higher loan ceilings and
interest subsidies. Firms currently receiving assistance and those
eligible in the future may now be interested and qualify for larger
loans, thereby increasing the average loan size.

It 1s assumed that one-half of the additional firms certified under
Title II will receive financial assistance within three years, with a
1.1 ratio of direct loans to guarantee loars. In addition, 1t is estimated
that of the firms eligible under current guidelines, forty percent are
or would be at the current direct loan ceiling, and ten percent at the
current guarantee loan ceiling level. If H.R. 1543 were passed, it is
estimated that one-half of those firms would request larger loans, in-
creasine the average size of direct loans to currently certified firms by
$400,000 and the average size of the guarautee loans by $500,000 (at
fiscal year 1980 levelss. These averages are assumed to increase
throughout the projection period as a result of inflation.

In projecting outlays for direct loans through fiscal year 1984, it is
assumed that the average applicatie Treasury rate 1s 7% percent,
which reflects the estimated average interest rate on all U.S. interest-
bearing obligations forming a part of the public debt, plus one-quarter
of one percent per year. The average loan maturity 1s estimated to be
ten years. Disbursements are estimated to be 75 percent of the first
year and 25 percent the second year. Repayments are derived from
annuity tables. The amount and timing of losses and repurchase rates
are based on Small Business Administration loan program.
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Costs of the loan program consist of administrative costs, losses,
repurchase of guarantee loans, and the interest subsidy provided under
Title 11, less interest repayments. Estimated outlays and costs for
financial assistance are summarized below:

[By Kscal yeors; ia millioas of dollars]

1900 1981 1962 199 190¢
Estimated outiays:
Direct loaRs. . .. oeeeeeneecnencace 1 §) 19.0 s 8 P A | -46
Guarsates losms. ................ N .S 1.7 33 3¢
Total estimated outlays.. ... 1 § ] 19.5 304 S.4 -1.2
Estimated cost:
DIroct I0BRS. . oo ee e e eeeeee .3 .8 .4 4 .8
Guarantes losms.........oooo e e e e .1 .3 1.7 L § ) 314
Total estimated cost........... - N 1.1 21 L 9 (Y )
TITLE III

Title I1T authorizes the DOL and DOC to make grants available to
labor and industry for economic efﬁcienc‘y studies. It is assumed that
the maximum amount specified in the bill, or $2 million per fiscal year,
will be appropriated in each fiscal year through 1982. Spendout rates
are estimatedp at 75 percent the first year and 25 percent the second
year.
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