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Abstract:

The objective of this study is to determine the effects of the timing of receipt of trade adjustment
assistance upon worker adjustment. The specific hypothesis tested is that an adjustment assistance
program with an efficient and expeditious system for delivering benefits will be of greater assistance to
workers than will be one where long delivery delays occur.

A group of workers who received adjustment assistance within one month of layoff was chosen as the
experimental group. Another group of workers in similar circumstances who received adjustment
assistance more than one - year after layoff was selected as the control group.

Two multiple regression models were formulated to compare worker adjustment. The first uses present
wage as the dependent variable.

The independent variables are age, age squared, sex, education, number of years with the original firm,
timing of receipt of benefits and training. Significant results are that present wage is higher for men,
wage increases with education and that wages are higher among workers who received assistance
shortly after layoff.

The second model uses length of unemployment as the dependent variable. The independent variables
are age, age squared, sex, education, wage-earner status, timing of receipt of adjustment assistance,
training, and imputed wealth. Significant results are that men and younger workers experience shorter
periods of unemployment than do women and older workers. Workers with greater relative wealth
positions incur shorter periods of unemployment. Recipients of adjustment assistance shortly after
layoff experience longer periods of unemployment while workers who receive adjustment assistance
more than one year after layoff incur shorter periods of unemployment.

The primary conclusion of this research is that receipt of trade adjustment assistance shortly after layoff
does result in a higher wage upon reemployment than does receipt of trade adjustment assistance as a
lump sum or than does receipt of no benefits. However, it must also be concluded that receipt of trade
adjustment assistance shortly after layoff does not decrease the length of unemployment but rather
increases it. Apparently recipients view the opportunity cost of reemployment as high compared to the
benefit although they utilize the benefit to maximize their job search.



STATEMENT OF PERMISSION TO COPY

In presentlng th1s thesis in part1al fulflllment of. tae requlre—
ments for an advanced degree at Montana State Unlver51ty, I agree that
:the lerary shall make it freely avallaole for. 1nspectlon.. I further
agree that’ perm1331on for exten51ve copylng of . this the31s for. schelarly
purposes may be granted by my major professor, or,Arn hlS absence, by
_the,Director of Libraries. It is understood that any copyrng or_
publieatioa of'this'rhesis forrfihanciai'gain-shail-not'be*ailoﬁed'

. without‘my.written permission, .

signatore_Lpur) / %@)

Date %zz/ é?é’z //”Zé




THE FFFECTIVENESS OF TRADE ADJUSTMENT ASSISTANCE:
A CASE STUDY

by

DIANE PAULINE MILLER

A thesis submitted in partial fulfillment
of the requirements for the degree

of
MASTER OF SCIENCE
in

Applied Economics

Approved :

Liip

AR, 8
/ 7 A -
A Z/I Wi -5 e

Chairpegps Graduate Committee

Head, Majd;—bepartment

= 5 L B

')«.'. »

GraduathTgén

MONTANA STATE UNIVERSITY
Bozeman, Montana

March, 1976




iii

ACKNCWLEDGEMENTS

‘I would especially like to acknowledge the'heip éf the head of
the graduate committee, Dr. Malcolm Bale, Wﬁo,gave'constant support and
guidance to this research as.well as reading all previous drafts and
offering constructive criticism on them. Thanké also go to the other
members of the graduate.committee,fbr. Tef}y Anderson and Professof
Maurice Taylor who gave several helpful'a&ditions and clarifications
to the final draft. Special thanks go to br. Jon Chfistiénson who
provided much helpful adfice on dealing with the econometric models and
tests in this study. i Would‘also like to thank.Dr. Ken Tiahrt of the -
Mathematics Department-ﬁho heipea to put the questionaire in a
codifiable form. |

Thié work was financially supported by the Manpower Adminis-

tration, U.S. Department of Lanr, under Grant Number 91-30-74-26.




 ACKNOWLEDGEMENTS

LIST OF TABLES v v o o o o o o o o o o o « o a'o &
Chapter |
1 o INTRODUCTION L .l - L] . . o L) L] L) L] L] . L] L]
‘Background to International Trade . . .
- Background to Adjustment Assistance . .
The Rationale for AdJustment A551stance
2. SURVEY OF THF LITERATURE e e s e e e e e
. 3. STATEMENT OF THE PROBLEM . . « + % & & &+ &
b, CHARACTERISTICS OF THE SAMPLEF WORKERS AND SURVEY METHOD
The Sample Case o« « o o o o o o o o &
The Control Group « « « s « o o o o @
The Survey Method . + &« « ¢ ¢ ¢« « o .
Notes on the Survey Method e e e
Characteristics of the Sample . . . .
5.  SPECIFICATION CF THE MODELS « o« o o o o »
The Present Wage Model .+ o ¢ o o o o &
The Length of Uriemployment Model . . .
'6- ) RESIILTS e 0 8 e’ e o o © o ® & * L
" The Present Wage Model .+ ¢« o v o o« o &
Further Tests « ¢« ¢« ¢« ¢ o o o0 o & « &
The Length of Unemployment Model . . .
i Other Regl‘eSSionS 3 ') . ° . . ° . ° . .
7.  CONCLUSIONS AND RECCMMENDATIONS . . . .
Conclusions e e . . . . - ° . . L .
Policy Recommendations . « ¢ « o o » &
APPENDIX -A . L[] L) .. .. L . L] . L] L] * L) L] L L] L] L] L)
APPENDI.X:B o ® o e ® » o o o & o o o o e ® e o o

TABLE OF CONTENTS

BIBLIOGRAPHY o o v o o o o ¢ o o o &

e e o o

e e 9 o

18
19 -

iii -

e

10
15
17

21
22

: 2

29
3z

36
36
39

3

53
.53

55
P

65

68




b1

- 4,2

»
L.h
b.5
b.6
6.1

6.2
6.3

6
6.5
6.6
 B.1

B.2

Age and Sex Characteristics of the Sample

v

LIST OF TABLES - .

Age and Sex Distributions for Maine Shoe .

Age and Sex Distributions for Uniroyal .

Fducation Level of the Sample .

Wage-Farner Status and Sex of the Sample

Roceipt of TRA By SEX « o o o0 o-u o

Present Wage Model . « « o « .+ &

Present Wégé Model:
Presehtlwage Model:
Presénﬁ'Wége‘Modelz

Present Wége Model:

Women Only

- Men Only .

Uniroyal .

Maine Shoe’

Length of  Unemployment Model e e

Present Wage Model: Currently Unemployed Fxcluded .« . o o ¢

Present Wage Model : Currently Unemployed at Zero Wage « -« &

22
23
23
2l
24

.26

36
41
L2
Wy

R
49

66

67




vi

ABSTRACT

The objective of this study is to determine the effects of the
timing of receipt of trade adjustment assistance upon worker adjust-
ment. The specific hypothesis tested is that an adjustment assistance
program with an efficient and expeditious system for delivering bene-
fits will be of greater assistance to workers than will be one where
"long delivery delays occur. ' ' '

A group of workers who received adjustment assistance within one
month of layoff was chosen as the sxperimental group. Another group of
- workers in similar circumstances who received adjustment assistance
- more than one.year after .layoff was selected as the control group.

Two multiple regression models were formulated to compare worker
adjustment. The first uses present wage as the dependent variable.
The independent variables are age, age squared, sex, education, number
of .years with the original firm, timing of receipt of bénefits and
training. Significant results are that present wage is higher for men,
wage increases with education and that wages are higher among workers
who received assistance shortly after layoff. '

The second model uses length of unemployment as the dependent
variable. The independent variables are age, age sqQuared, sex, ,
education, wage-earner status, timing of receipt of adjustment a551st-
ance, training, and imputed Wealth. Significant results are that men
and younger workers experience shorter periods of unemployment than do
women and older workers. - Workers with greater relative wealth positions:
. incur shorter periods of unemployment. Recipients .of adjustment
assistance shortly after layoff experience longer periods of unemploy-
.ment while workers who receive adjustment assistance more than one year
rafter layoff incur shorter periods of unemployment.

The primary conclusion of this research is that receipt of trade
adjustment assistance shortly after layoff does result in a higher wage.
upon reemployment than does receipt of trade adjustment assistance as a
lump sum or than does receipt of no benefits. However, it must also be
concluded that receipt of trade adjustment assistance shortly after lay--
~off does not decrease the length of unemployment but rather increases
it. Apparently recipients view the opportunity cost of reemployment as
high compared to the benefit although they utilize the benefit to
maximize their job search.




CHAPTER 1
troduction

fBeékéround to'Internatdonal-Trede .

The theory of Comparatlve advantage, orlglnally formulated by 8
David Rlcardo in 181J, is one of the. oldest economic theorles still
intact. Applled to 1nternatlona1 trade, the theory of comparatlve
'advantage states that countrles W111 gain by trade as long as the ra-
‘tios of. their produotion costs differ.. This can be seen by examining
the labor costs of produ01ng fuel and food in- countrles A and B with

the follow1ng labor costs

1 unit of fuel 1 unlt of food
Country A 60 man-hours : 90 man-hours
Country B'_" ' 120 man-hours 100 man-hours -

"It can be seen that Country A has an ab501ute ddvantage in the
-. productlon of both goods: it costs less for Country A to produce one
unit'of.fuei or one unittof food than it costs for_Country B to produce .
" them. - | | ‘_ o
' To producelone unit of fuei;'Country A gives,up.60/90 =:.67 units-
of food. It costs Countxy B '120/'100 =1,2 units'of food to produce one
unit of fueli Country A is the lower cost producer of fuel and 1s saldj

to have a comparatlve advantage in its productlon. o
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Country A gives up‘9d/60 =1.5 uﬁits of fuel to produce oné unit
of food. On‘the other hand, Country B giveé up 100/120 = :83 units of
* fuel fo produce oné unit-of food. Countr& B gi&es up less units of
fuel to proauce one unit of food_tﬁan Country A does. -Country B thus
has a comparative advantége in the production of food even though: o
Country A has the absolute advantage.-

If Country A can imﬁoft one .unit of féod;forzless‘thah;l;ﬁfunits~
of Tuel, it {ml_ gain by trading. If Country B can jinp;rt one uﬁit of
fﬁei fsr less than 1.2 units of fooa, it too will géin from it. By
pursuing their respective comparative advaﬁtages, both countries can
~gain by'trading; As long as the labor costs of produdtion remaiﬂacon_‘
staﬁt, the final result will be that Couhtfy A produces 6n1y fuel while .
Country:B producés‘only'foba.provided that eéch;country:has sufficient
produétién cépaéity to supply the ofher'é‘needs.f : _

The'wiaespread acceptance of‘the'theory in this application'has
led a majority of economists to advocateiffeer trade as a desirable
goal. Tt should be noted that the theory concerns itself with the -
economic welfaré of the natiaﬂ aé a wﬁoie: it says nothing ébbut the
distribu@ionai efféqts of freer trade upon ségments_of the society.

- The western world and many developing countries have been moving
in the diréction of fféer trade since World War II. ‘In 1944 an organi-
zation calied the International.Trade Organization was envisioned as a

vehicle for bringing about a. world of free trade. A charter was drawn -
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up but was never ratified by any country so the oréanizafien ﬁas-neVer
established. Instead several natioﬁs baﬁded £pgether in 19#7 to‘forﬁ
the General Agreement on Tariffs and Trade (GATT), an organization
deSignee for>group negotiations by member nations on-trade-poliéy.
.There are now more than seveﬁtj natiensvin GATT, twofthirde of which
ere developiﬁg nations: Negotiations sponsored by GATT to:reduce
tariffs were held in 1947, 1949, 1951, 4956, ;963 and another round is
currentiy'under way in Geneﬁa;l k. | |

In 1953 the U.S. Congress passed a ene year extension of the
Reeiprocal Trade Agreements Act. Presideﬁt.Eiéeﬁhower appointed a
presidential chmission to study aspects of foreign trade and to make
policY'recoﬁmendatidﬁseto Coﬁgress;. Among the staff papefS'published'by
the eommission, was a pfopdsal by'David J ﬁcDoneld, the only‘labor
reéfesentative on the commission. His proﬁeeelzpresented a novel ap-
proach to the problem of firms, communities and workers'injured by
tariff reductions ahd the subsequent increase iﬁlimports which he
called adjustment aesistance. He preferred technieal'assistance to
affected firms to increese efficiency or to ﬂelp them adjﬁst by ex-
panding.info differeht:product 1ines.'-Realiziﬁg'that'this wouid.not.
always be feasible, he'suggesied community assistence. As a.;ast re-

sort, he advocated direct assisiance to the impected workers. Although

1Bo'.S.Bdersten, International Economics, Harper &.Row, New York,
Evanston, London, 1970, pp. 398-402. .
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his position was the minority one on the comm1551on, the publlcatlon
of his paper broughf the 1dea of adgustment a551stance to the attention
of the public, His paper recognized the dlstributlonal effects of trade
liberalization and offered proposals to rQEtify them.i:

These proposals were later incorporatedlinto-thé trade bill pro-
| poSéd by President Kennedy in 1962. The pprposes.of the Tfa&e Exﬁan-
 sion Act (TEA) were: 1) to stimulate the economic growth of the U.S.
and maintain and éniarge foreign markets for the prodﬁcts of U.S; agri;
‘cdulture, industry, ﬁining and comﬁerce; 2) to strengthen economic rela-
tions with foreign céuntries'through the'deVelqpmeﬁf of'opeh‘and none-
diécriminétory trading in the free wérld; and 3) to prevent Communist
ec cnomic penetrgfion.z The Act granfed ﬁhe presidenf the powér to;
1) reduce tariffs.on all commodities by up to 50%; 2) ‘redﬁce tariffs by
up to 100% on commodities which the U.S. and Common Market'éountries.
.account for 80% of the world trade; and 3) eliminate:tariffs of 1eés
than 5% on tropical gogdé if thg Common Market countries did likewise.
The paséagé of the TEA initiatedla round-of tariff negotiations under
GATT duspices'calléd'thé Kennedy Round. It was in progress froﬁ 1963-‘

1967, The.end result was ah arithmetic average tariff'reductioh of

: 15, &, McCarthy, "Trade Adjustment Assistance:- A Case Study of
the Shoe Industry in Massachusetts," unpublished Ph.D.” dissertation,
Fletcher School of Law and Dlplomacy, Tufts Unlver51ty, 1974, |

2U S. Congress, House, Trade Expansion Act of 1962 Pub L. 87-
794, 87th Congress, 1962, H.R. 11970, - P. 1,




about 30% for GATT members.l

Background to !'Adjustment Assistance"

| Protectionist strength in the U.é. was strong in 1962 Beforé

" President Kennedy proposed the TEA. Labor leaders, concerned witﬁ the
employment of their.union mémbers and aware of the distributional
effects of fréér £fade, fended to be against the liberalization of.
trade. The sﬁbséquenttpassage of the bill ﬁa§ partly aue to Kennedy's
incorporation of trade adjustment asgistancé in the bill--an inclusion
which gained labbr support for the bill, Aleéhngdy explained it, the
emphasis ﬁés té bé on adjustment raﬁher than on assistance. The bill
profided for both firm and Worker'assistancé, Warker assiétanée was.
.of three types. 1) Weekiy cash allowances: the worker was to ?e paid |
én amount equai to 65% of his avérage weekly wage or 65b of the.aveégge'_
manufacturing wage, whichéver was less, for any_week that he was unem=
ployed. This allowance made up the difference Eefween.any weékiy
“state uneﬁ?ioyﬁent security benefit and the guarantee. Benefits were
paid for fifty-two weeks with a possible tﬁehty;six week extension for
workers enrolled in trgining coﬁrses Befofe the énd of the fifty-two
week period.or a thirﬁeén week.extensionufor workers who were'sixty
years of age before the date of total or partial separation.  2) tfaiﬁ- ‘

ing, counseling, testing and placement services: any of these services

1ssdersten; op. cit.; pp. 402-409.-
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avéi]able under any other act were to be made available to ffade im-
pactéd ﬁorkers. 3) relocation allowances: heads of families who could
not find suitable employment within a reasonable distance of their
?ésidence'ahd who had secured a job or qffer of a job in another area
¢ould recéive aséistance in moving. The éctual benefit ﬁas the 3
reasonable and.neceséary-moving expenseé aéuaefined by'fhe Secretary of
Labor and a iump sum benefiflequal to two.and cme-half times the averagég
weekly manufactufing Wage-.1 ‘ |

In_érder to. qualify for éssistancé,theﬁhion or oihé? worker rep-
resentative filea an application with the Tariff Cémmission. The come
mission.then determined "whether, 'as a result in major part of cénées;
sions granted under trédeiagreements, an article is being imported into
the Unitéd Statés in such increased quantities as-to'cause, or threaten -
to cause, serious injury}to the domestic industry producing an article
which is like or directly competitive with £hé imported grticle."2 The
Tariff Commission then submitted its findings to the President. If the
. findings Weré affirmative or if there was a tie, the presidént could
.refer.fhe repért to the Department of Labor who determined individuél
ﬁprker eligibility. Workers were then notified by their state employ-

ment security office to épply for adjustmeht assistance,3:

1mbid., pp. 21-25.
2Tbid., p. 13.

3Tbid:, pp. 12-15.




-
The Rationale for Adjustment Assistance

Thg theofetical bases for adjustment assistance are based upon
human capital theory and equity consideratiéns.

Human capital theoriét51’2 argue‘that uneﬁploymeﬁt causes ﬁuman
"capital-in the form of skills and productive abilities £o be removed
from the society's total productive caéabilities. This causes society -
to operate inside its production possibilities frontier. Tn ;ddij&,ion,
'unémployment oaﬁses-a déterioration in skills ahd'productive abilities. =
"~ Ad justment assistance on this basis is given to reducé-the costs.to the
worker of seeking reemployment on the assumption that’tﬁe benefits_to
society of utilizing his full product'ive capabilities will outweigh the
costs.éf the asSjstance’pfogram.

A second basis for assistance concerns'the distributional aspects
of trade liberalization and the équity considerations of the distri-
bution. The Hecksher-Ohlin theorem states that a country will ekport
those goods which use the country's relatively abundant factor of‘pro_'
duction intensively and import tﬂose gﬁods which are prpducéd primarily
by the dounfry's scarce factor of productioﬁ;.'Sfolper and-Samuéisbﬁ '
have shown that 2 reduction of a tariff results in a redisfribution of .

~national income in favor of the owners of the abundant factor of

1Theordore_W..Schultz, Tnvestment iﬁ‘Huﬁan Capital: - The Role of
Fducation and of Research, the Free Press, New York, 1971, p. 43.

2Gary S. Becker, "Investment in Human Capital: A Theoretical
Analysis," Journal of Political Economy, 70 (October 1962):9.49,:
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prodﬁction. Owners of the relatively scarce factor of production
receive absolutely as well as relatively 1ess income expressed in terms
of any good;.'1 Thus trade liberalization results in a redistribution of
- income among factors of the economy and the scarce factor of production
receives a smaller'piece of an enlarged éié. -Genefally labor is -
thought to be the scarce factor of productlon in'the U.S. while caplfal
is considered the abundant factor. Cheh? indicated that unskilled labor
can_be-con51dered the scarce factor while skilled labor the abundant
factor., Adjﬁstment assistance on these grounds .is summed up by Stolper
and Samuelson as follows:
", . . it has been shown that the harm which free trade
infliets upon orne factor of production is necessarily less
- than the gain to the other. Hence, it is always possible
to bribe the suffering factor by subsidy or other redistri.
bution devices so as to have all factors better off as a
result of trade."3
Freer -trade increases the economic well-being of society as a
whole. The federal government then collects taxes from all segments of

the. economy and then transfers some funds to,the injhred factors in the

form of adjustment assistance. If ‘the compensation is sufficient, all .

1Wbligang F. Stolper and Paul A. Samuelson, "Protection and Real
Wages," Readings in:the Theory of International Trade, ed., Howard S.
F1lis, Lloyd A. Metzler, The Blakston Co., Philadelphia & Toronto, 1949,
pp. 333-345, Reprinted from Review of Fconomic Studies, 9 (Nov, 1941),

2John H. Cheh, "United States Concessions in the Kennedy Round
and Short-Run Labor Adjustment Costs," Journal of Internatlonal Fcon-

omics, 4 (1974):323-340.

3Stolper and Samuelson, op. cit., p. 357.
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" members of society will be as well or better off than they.ﬁere before.

Proper redistribution can become a Pareto-optimal move.




- CHAPTER 2
Survey of the Literature

Since the enactment of the Manpower Development and Training Act
of 1965, there have been .numerous studies dealing with the effectiveness ..
of government retraining programs and manpower policy. Two sources °

which survey the literature are Cost Benefit Anélysis: Theory and -

Applicaﬂions to Manpower Training Programsl and "Benefi£ Qost Analysis
of dccupational.Training Programs: A Comparision of Recent Studies."Z
More recently contributions have discussed the theoretical Backboné and
methodological iséufes.B

Research on trade adjustment assistén&e is scarce, ' Although the
TEA was passea in 1962,‘therfirst petition-éécepfed byAthe‘Tariff‘Com-
mission was in ﬁovember 1969, seven years after‘thé passage of the Act.
" Thus 1973 was about the earliest that meaningful effepﬁs could be ob-

served. Interest in adjustment assistance grew with the jhtroduqtion

1y.s. Dept. of Labor, Cost Benefit Analysis: Theory and- Appli-.
cation to Manpower Training Programs, May 1971. .

2Finar Hardin, "Benefit Cost Analysis of *Occupational Training
Programs: A Comparison of Recent Studies,'" in Cost Benefit Analysis of
Manpower POllCleS, G.G. Somers and W.D. Wood, Eds., University of
"Wisconsin, 1969 :

3Glen G. Cain, "The Challenge of Dual and Radical Theories of
Labor Market to Orthodox Theory," American Economic Rev1ew, 65 (May
1975): 16-22 .




11 .
of a new ﬁrade bill; the Trade Act of 1974, which made it easier'for
workers to feceive‘édjustﬁent benefits.
| . The first~comprehensivé study on'trade’adjustment assiétaﬂce was
completed by Balel in 1973." In that study a sample of 350 trade dis-
placed workers from twelve firms in five.iﬁdustries were s£udied. Balé
-postulated foﬁr,moéels'to quantify the a&jﬁstment/re-emp}oyment pro-
oessf: The four dependent vafiables in his regressibn médeis are:
.1) éhange in Wége; 2) present wages 3) numBer of days unemployed; and
4) percentage éf days unemployed betwéen'iﬁpact'and.intefview. These
variables were regressed on several indepenéent variables’inqluding past
wage, Sex, age, edgcatioﬁ,urace, wage-eafner status, nuﬁber 6f yeafs
with the old firm, the uﬁemployment rate. in-the town of residence and
the available adjustmént'aséiétance pragrams offered.

The'étudy produced several interestinghfindings. The sbcip-
economic chaTacterisfics of trade-displaced wgrkers were identifiéd and
found go be different from those obtained from‘national data. A higher
proportion of workers wére women, the duration of unemployment was
longer,.displacéd workers were older and employed in tradjtiona1>”ola
téchnology".industries than’are similar worker; in the nationalrlabor

:forée. Perhaps the most significant finding of the sfudy was that

ad justment assistance had not been effective in rehabilitating displaced

IMalcolm D.-Balé, "Adjustment to Freer Trads: An.Analysis of the
Adjustment Assistance Provisions of the Trade Expansion Act of 1962,"
unpublished FPh.D. dissertation, University of Wisconsin, 1973.
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workers. The explanation advanﬁéd for thié.finding was the long délay
(averaging 4.5 weeks) between workers beinéflaid off and receiviﬁg
adjustment.benefits. It wés thought fhat most Workers except those‘
least able to adjust had foundualterpate eﬁéloyment before they were
found eligible for ad justment aésistance:

Pursell, Schriver and Bowley! studied the effects of tiade
_ adjustment assistanée upon 397 workers laid off from aﬁ RCA elecfroﬁics '
ﬁlant in Memphis in 1970. They formulated ordinary least squares |
regression models for the Qery short ruﬁ, éhort run and long run., The
very shbrt run modellused emﬁloyed or unemployed as the dependent
variable and age, sex, education, skill, previoﬁs.wofk exéeriencg, race,
and employmeht'status of other members of the household as the‘inde-
peﬁdent vgriables. The short run model was the samegas.the very short
fuh modgl except that training was added as an extfa independent vari-
able. 'The tWo.iong run ﬁodels used information from approximatély two
years éfter the closing date'qf the firm. The first uséd dufatién 6f
‘unemployment as the dependént variable. The second model used weeks of -
ecbnomic activity (employed or actively seéking work) as the depgndeﬁt
variable, .Impacted wérkers.ﬁere compared to a group .of workers unem-

ployed in the same area at the-same time but who did not receive any

1Donald F. Pursell, William R. Schriver, Robert Bowlby, Trade
‘Adjustment Assistance: An Analysis of Impacted Worker Benefits on
Displaced Workers in the Flectronics Industry, Contract No. ILAB 73-7,
United States Dept. of Labor undated.
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adjustment assistanée.benefits.
Among thé major findings of this study were that iong run adjust--

.ment of workers receiving benefits was not as satisfactory as thoée not
receiving benefits.'.The workers reéeiving assistance ﬁéndéd té be un-
" employed longer than Workers.in the conﬁrgl group although-part'of fhis
time could be atiributed to:uneMployment-during training.._Traiﬁihg
aidgd occupational ﬁobility but had little influence upoﬁkéarnings.
Nothing Was.foﬁnd to coﬁfifm that»adjustment assisténce aided a worker's
job search procedure. Sighificant factors in réemployment:tended to be
sex, race, skill level and education rather than-the variables asso-
ciated wiﬁh adjustment assistance., The workeré in thisAstudy-recéived
benefits six months after layoff: twéﬁty percent of the Samplg were
reemployed at that time. |

McCarthy! studied the effects of trade adjustment assistance on
101‘Workers.disblaced from’tweive Massachusettes shoe firms. His four
regression'models used the'following aependent variables: 1) numberfJf
weeks of unemployment; 2) number of weeks of benefits,éoilected; :
3) change in wage between pre-impact wage and wage of the firsf jobs
and.M) change in wage between pre-impact wage and the currént wage.

.McCarthy's results show that men adjﬁsted'more easily than women
while older Workers-suffered more difficulty in adjustment. Tréining;

especially‘on-thefjdb training, had positive‘effects”upon wage level in

IMeCarthy, op. cit.
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this study. Wbrkers given advance‘noticeuof an impending layoff were
better'able-to adjust because they had time to think ébout future plans..

These three studies are the méjor ones compieted on the effects of'
trade adjustemnt assistance én Workersé' A related paper by Bale ana
Mufti1 presentézaféuf equation simulténeous.modellof-tradg adjustment
unde? various donditiqns. Theif éstimétes showthat under pessimistic
cénditions in the domestic aﬁd foreign mapkets, pnemployhen£ in the
affééted domestic induétry will decrease; Under norﬁal or bﬁtimisﬁiq
conditions, employment in the affected ipdustry will inqréase. Uging
two averages for duration of unemployment, they then estimatéd the coéts

of providing adjustment assistance to the shoe'industry over a ten year

period to be between 29 and 164 million dollars depending on-eéonomic

conditions. Mﬁtti'sz-work also presents a theoretical analysis of the
impacts (both positive and negative) of foreigﬁ,trade on employment and
welfare. His analysis indicated th#t even when unemployment costs are

netted out, trade liberalization is beneficial to society.

IMalcolm D. Bale and John H. Mutti, "Predicting Labor Market
Adjustments to Internatioénal Shocks,! unpublished staff paper, Montana -
State University, 1975. . .

2J. H. Mutfi, "The Fmployment and Welfare Effects of Foréign
Trade -Policy,! unpublished Ph.D., dissertation, University of Wisconsin,




CHAPTER 3
Sfaﬁement of the Problem

One of the severest deterrents to freer trade has been consider-

atiéns of the domestic disrupfion that results during the adjustment to . '

a new equilibrium. A decrease in protection generally results in a

. fall-in the price of the imported good Witﬁ resulting cutbacks, closures

and unemployment among domestic 1mport-compet1ng producers and workers.

Even in the Unlted States where imports account for only 5% of natlonal

_product, this has been a politically sensitive issue. Businessmen: in

the industries involved and labor leaders who are understandably,more
interested in their members' productioh.opporfunities than they are ﬁith

possible benefits of freer trade to their members as consumers! have

"opposed measures to liberalize trade. The costs to affected producers

and workers of freer trade may well be large and concentrated while the

benefits to individual consumers are small and diffuse. This has his-

torically resulted in an assymetry in lobbying efforts for and against
' freer trade: producers ahd labor groups are far better organized to

~ lobby for protection than consumer groups are for freer trade.

Due partially to these considerétions, trade adjustmen%.assistance

1George H. Hildebrand, "Excerpts from Papers Presented.to the
Twenty-fourth Annual Meeting of the Industrial Relatiohs Research Asso-
ciation, -December 27-28, 1971,".Monthly Labor. Rev1ew, April 1972,
p. 707.
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provisions were inéluded in the TFA. These provisims were regarded by‘

‘ poliﬂiciéns, busiﬁessmen and labor leaders as an efficient method of

dealing with domestic disruptions resulting from freer trade.

The previous work on the trade adjustment assistance provisions

cited in the survey of.the 1iteratpre has indicated that trade adjust-
ment assistance has mot been efféctive in Workef adjustmént. One of
the possible reasons advanced for this finding was:that.workers became
éligible‘for adjustment assistance so long after layoff that most had
already found alternate employment. Those who received gssistancé'wér¢A
those who were least able to secure another.job and the-ihplicafion is
that even with assistange they did not a&just as well as those who

adjusted on their own.

The question this study attempts to deal with is whether prompt

'féceipt of adjustment assistance upon layoff results in beiter adjust;

ment ﬁhat receipt of adjustment assistance after a long deiay° The

effectiveness 'of the adjustment assistance provisions upon workers who

.received assistance promptly, workers who received assistance after a

long deiay, and workers. who did not receive assistance will be compared.“

The specific hypothesis to be tested is that an ad justment assistance

program with an efficient and expeditious delivery system for-allocating-

" benefits will be of greater benefit to workers than will be one where.

long delivery delays occﬁr;




CHAPTER 4
Characteristics of the Sample Workers and Survey Method

The Sample Case
| An atypical experience with adjustmeﬁt'assistance was that of
workers formerly employed by Uniroyal, Inc., a rubber footwear plant
located io.woonsocket, R.I., a2 town of 46,820 in 1970. The workers are
atypioai in that they received adjustment assistance shortly after lay- -
off. Several factors combined to make their case oiffegeot. First,
hints that the plant was considering'closure began in early 1967. The
" official announcement.that the plant would'close the following year
came on August 18, 1969, 1 Actual layoffs began on April 3, 1970.
Secondly, the union representlng the workers (Unlted Rubber, Cork,
Llnoleum, ‘and Plastic Wbrkers of Mmerica, AFL-CIO) acted quickly to
submit a petltlon to the Tarlff Comm1551on on February 19,. 1970 ThlS'
early actlon resulted in the petition bolng ‘approved on Aprll 20, 1970,

very shortly after initial layoffs.2,3

1yane Mayerson, "The Trade Expansion Act: An Untapped Resource -
for Middle~Aged and Older Workers " Industrlal Gerontology, Spring 1972,
. pp. 36-38. .

?Ibid., p. 39.

3y.s. Congress, House, "Statement of John H. Campbell, Associate
General Counsel, United Rubber, Cork, Linoleum, and Plastic Workers of
America, AFL-.CIO," Hearings before the Subcommittee on Foreign Fconomic
Policy, Commlttee on Forelgn Affairs, 92nd Congress, 2nd se551on, 1972,.
. pp. 370 1. '




18
Thirdly, the Rhode Island State Department of Fmployment Security,
aware of the“impending‘influx of unempioYed persons in Woonsocket, fam—

jliarized themselves with the provisions of the TFA. -Three staff mem—

.bers were transferred to Wbonsocket to assist in the reemployment Pro=

cess for thg workers. Ms. Mary C. Hackett, Director of Fmployment
Security.in Rhode Igland reported that of the 906 former employees of
Uniroyal who filed for adjustment assistance, 738 received individual
counselingf Training programs.were begun by 287 workers with 20?
workers completing their training. Thirty-five workers were still in
training at the time of fhe réport and only forty-fivé had dropéed
out.l’2 | - |

The workers were laid off five years ago. This allows sufficient

‘time for the longer-range effects of trade adjustment assistance to be

detected.

The Contrbl Group

Six months pfibr to the closing of the Uniroyal plant in Woon-
socket, Maine Shoe ih Brunswick, Maine closed laying off 367 workérs.
These workers received more typical tradé-adjustment asSistance; Due
to delays, receipt of benefits was more'thap one year after layoff and-:

the workers received their trade readjustment allowance (TRA) as a lump

1Mayerson, op. cit., pp. 4345,

27.5. Congress, House, "Statement of John H. Campbell .M, op.
Ci t-._pp- 372-3. '
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sum pgyment. No traihing progréms were offered. This seemed to be an.
appropriate control group because the product produced was similar, the
plants olosed at abouttthe same time, the employment structures in the
two towns are similar, the plants were located in the same geographlc
area (New anland), and the population of the Brunsw1ck~Bath area was

22,225 in 1970.

The Survey Method

A tén percent random sample of workers at Uniroyal, Woonsocket,
was obtained from Ms. Mgfy Hackett, Directof of Employment Security for
the stéte‘of_Rhode'Island. A twenty percent random sampie was taken of -
a list of 367 workers empl oyed ahd Wurking on the impact date at Maine
The twenty percent sample was taken.to make the samples from the two
firms of similar size. ' The sample size for ﬁniroyal»workers was seventy
"while that for Maine. Shoe workers was setenty-six. '
| A'preiiminary letter explaining that a‘telephone interﬁiew would
be conducted'ana the_natﬁre of the questioﬁs to be'askea ﬁas sent ttr
each peréon in the sample at the address given in the lists, Prior to
mailing, the names werelqheékea in local phone books and a postcgrd ﬁas
included in ietters‘addréssed to persons without a phone number at the .
address given in the lists. These postcards were stamped and provided a
place for the resondent to indicate his or her phone number or whether
they Wouid bé willing to answer a questionaire mailed to them.,

Those workers who had phones listed in the phone‘bdoks were
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sur?eyed. "The survey~forﬂ used was a modifigd version of the form ﬁsed
by the Bureau of International Labor Affairs, United States Department

-

of Labor in a field survey conducted in February 1972, The form in

“included in Appendix A. -Of the sixty-six persons contacted by phone,

forty-six completed.the survey, six compléted the survey but had -retired

or were no longer in the labor force, two were deceased, one couldn't

.remember, one had joined the service after impact but before layoff and

ten refused the survey. Five others were sick, out of town for the
summer, had moved, or were not contacted after repeated trys. These
workers were sent mailed questionaires.,

In additibn to workers who returnéd their postcards responding

.that they would answer a mailed questionaire, all workers who_did not

return their postcards but whose letters were not refurned'indicating a

.correct address were mailed questionaires. In ﬁotai, forty-seven ques-

tionaires were mailed and twelve were returned, Of these twelve,  two

had retired and one was excluded from the sample because ad justment

assistance had been recdeived in 1974 rather than in 1970-1 as had the -

. other workers in the sample.

Fither by phone or by Aail, 77 4% of the sample:was7conta§ted with
69.0% of theSé,respopding.' Afﬁer excludiné retired Wofkers and other§
as explained above, the sample consisted of'fiftyffivé workers.

Fbﬁr feﬁale respondents not curreﬁtly émployed but c&nsidefing

themselves part of the labbr force are in the. sample.:- They have Been
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::assigned'an imputed:average wage to housewives as derived by Gronaul

and adjuated to June 1975 by the manufacturing hourly compensation

index.

" Notes on the Survey Method

Compléta reliance npon'telephone and mailed surveys:was-neces;-
sitated by the destruction of all employment senvicexrecbrds in tha
state of Rhode Island after a two year paiad and the reluctance of the
U.S. Department of Labor to release information concernlng workers

receiving trade'adjustment~assistance even thougn they have funded this

‘research. It should be noted at the outset that the surveys "are subject

to response error-~the questionaira called for information on events
which occurred flva years ago. For this reason the analysis Will not
use the dollar amounts or the length of time benefits wers. received
given by the respondents but simply whether or not they received trade .
adjustment assistance in the form of Weekly payments, a lump sum pay-
mant'or training.

| Tt should also be noted that 22.6% of the sample were never con-

tacted.' Their initial letters were returnéd-and their names did not

‘appear in local phone books. Presumably many of these have relocated.

This will produce a bias in the results of this research. The workers

could.have been unable to find any employment in the community of their

1Reuben Gronau, "The Intrafamily Allocatlon 'of. Time: The Valua of
the Housewives' Time," American Fcoromic Rev1ew, 62 (Sept. 1973) 634
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'reSiaence and héd to accept emplyment elsewhere at a wage below what

' they had;feééived prior to layoff. On the other hand, workers could

- have received offers of higher pay in other communities that enticed

them.to leave their pre-layoff communities. In either case, a biés will

be present. A high proportion of the sample was women and many of the .

" workers unlocated may have been women who relocated following their

spouses. ‘Wo workers were located who had received the relocation allow-
ances provided under the-TEFA so it is ﬁoﬁ known'if any of these workers

were able to take advantage of .it.

Chafac;éristics.of'the s;mple

.Of the fifty-five workers in the .sample, the majority are women as’
has been the caée in other studies of shoe workers. Women cémprise 60%
of this sample. The averaée age of ‘the sample members is 44.4 years.
Thirty-three persons (60%) are aver the age of forty-five.

. TABLE 4.1 .
Age and Sex Characteristics of the Sample

Age  Male Female % of total
26-35 5 3 18,2
3645 6 7 . 23.6
L6.55 8 20 _ 50,9

1 3 7.3

56-65

Breaking the sample dowmn into.experimental group and control

group reveals that the composition by sex is-esséntiélly the Same_as
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for the entire sample: 57;1% are female among Maine Shoe_wérkers Whilé
63.0% of former Uniroyal workers are women. The age distributions are
differeht for the two firms with the average age for Maine Shoe workers
being_@é;Blyeérs and that for Uniroyél WOrkéré being 46.7 &ears.

C TABLE 4.2 _
Age and Sex Distributions for Maine Shoe

.Age Male . Female % of Maine Shoe Workers
26-35 7 1 28,6
3645 -l 5 32.1
L6~ 55 i 8 . 32.1
56-65' 0 2 7.1
TABLE 4.3

Age and Sex Distributions for Uniroyal

. Age Male Female. % of Uniroyal Workers.
26;35 0 2 7.0
36-45 2 2 1k,
L4655 7 12 - . 704
1 1 . 7.4

56-65
The average e&uéation level for the sample was 10.8 yearé; Formal
educatién onl& was méasured in 'this study. Maine Shoe Workeré avéraéeﬁ .
1071 &ears while Uniroyal workers averaged 11.6lyearé. . About half the
4 sample have compléted high school. As can be‘seen in Table.@.h, the
majority of the Uniroyal workers have compléted ﬁigh'school whilé the
education level of.Mainé.Shoe workers is dispersed. |

Reépondents were asked whether they were the primary or sécondary
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wage-earner in their households while employed .by the imﬁacted firm,
'It was found that 52.7% of the sample had been the primary ﬁage-earner.
"Of the méleé in the samplé, 77 .3% Were primary wage-earners while 33.3% ..
of the females were. The proportion of primary wage-earners in both‘
firms was the same: fourteen of twenﬁy-seven bekers'éthMaine-Shpe were

primary.wage-eafners'whilé fourteen of twenty-eight workers at Uniroyal

© wWere.
TABLE 4.4
Education Level of the Sample
'Years of Formal ~ Maine Shoe Uniroyal
Fducation Workers . Workeis % of Sample
5 o 1 : : : .02
6 . : : _ 00
7 1 . .02
9 3 - - .05
10 7 2 o .16
11 3 2 g .09
14 ' ' : - 1 ' . .02
R -1 S .02
TABLE 4.5

Wage-Earner Status and Sex of the Sample

Waée-Earner Status Male " Female % of Sample

 Primary : 17 1 50.9
Secondary - 5 C 22 © 49,1
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The numter of.years'ﬁith the impgcted employer ayeragéd 10.7 -
yeér;. The'éverage for Unireyal workers was higher than that for Maine
Shoe workers (17.3 and 4.9, respectively) beéauée the Unirojal plﬁnt was
bpén'longer. .

Respoﬁdents were asked a numBer of questions rélated‘té their
relative wealth positions. Questions concerned ownership and equity of -
cars and house§ as well as ownership of other property, stocks, bonds,
or savings é¢counts; Due‘fo the séngitivity of the guestiong, a.great
deal of reliébiliﬁy cannot be attaqhed to'thié data. Some respdndeﬁts-

were hesitahi-to answer the question about the value of their home

) either due to not knowing‘or not Wishihg the resedrcher fd know. Some

failed .to anSWer the questiop about the amount Stiil owed on their homgs
and other didn't answer tﬂe quéstiohs about fhe,annual interest on

savings.accounts'or dividends on stocks or tonds.” Workers who indicated
that they.owned other property had -an arﬁitrary value of $1000 attached
to. it. The actual value of any‘other'property is probably greatér-than

this amount but no question were asked about the actual value or abdut

‘the equity. Workers who did_not answer the,queétions about tﬁe aﬁouhtl

still owed on their home or car were assumed to still 6we.one third»of
the value. Most workers ténded to either not own a home or to have. it
completely paid for, but most of the workers who didn't answer this

question were at or below the average age of the sample and it was

" thought that the one-third figure was apprépriaté. These arbitrary
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assumptions do further descrease the reliability of the estimates.

The estimates obtained in this manner were then divided into four

- classes. . These classes were assigned values between one and four with

relétive wealth position increasing from one to foﬁr‘ More confidence
can be attached té this ordering of Wealth.positions th;n can be giﬁeﬁ
to the actual nuhber_values obtained frdﬁ the raw data. The variable
was:then'entered into the modelhas aﬁ ﬁfainal variable and appears to
have been aAusefui'additioh'to the regression.

‘ The sample consists of workers who received trade réadjustment
alléwances (TﬁA) shortly af£er 1ay6ff; those who received them_moré than
one year after layoff as a lump sum and those whé di& not receive
assistance because they were not eligible or because they ﬁere employed.
Those who received it shortly #fter layoff Weré former eﬁpldyees of
Uniroyal. Those who received lump sum payments had worked for Maine
Shoe7 Non-receipients came from both firms. Thqse who received TRA as
a lump sum comprised'29.1% Sf the sample. - Those who reqeiﬁed TRA

shortly after layoff made uﬁ 30.9%. Those who received no benefit made

up 40.0%.
‘TABLE 4.6
Receipt of TRA by Sex
TRA Receipt Male ' Female
late 4 (7.3%) - 42. (21.8%)
early . 2 (3.6%) 15 (27.3%) .

. niohe . 16 (29.1%). 6 (10.9%)
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Of the females in the samp]e, 81.8% received TRA. _TRA was
received by 27. 3% of the males in’ the sample. Tralnlng ﬁésﬁreceived by
'just 16.3% .0of the sample. Of these only one was male énd thevother
eight Were-female;. ‘ | '

Most of the workers, at Uniroyal and:Maine Shoe wetre operatives
With skilis specific to the shoe industrj.1 Although several Maine
Shoe workers were able to secure jobs in ofherlshée firms in the area
after the closure of Maine Shoé, most of these firmé have now closed
and the workers have had to find jobs in other industries. :?here were
no other shoé firms in the Wbohsocket area so Uniroyal Workers had to
find other écéupations at the outset.

. Current occupations éf workers include hospital-hduéekeepéf, sheet .
‘metal worker, constfuction worker, state-éovefnment employee, mgdical
sééréﬁéry, fire fighter, t;uck driver, trpck'ioader, hand préséef, fish
factory worker, food pfocessor, commercial-seWihg; méintenance mechanic,
nurse, electronics worker, blastics worker, ahd college instructor.

Several tfaining options were available'té Unifoyal-wérkers.?
These iﬁcluded: LPN; clerical, secrétarial and bookkeeping; maintepance
'méchanic; cosmetologist; medical secretary; auto boéy mechanic; tfactéf-

trailer mechanic; medisal technologist; air conditioner mechanic and

lror a differentiation of specific and general skills. and the
employabllnty of - each see Becker, op. eit.” - -

. 27.8. Congress, House, nStatement of John H. Campbell « o', Op.
cit., p. 377. :
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repaif; aﬁd comfutér ﬁrogrammer..
Training received by workers contacted in tﬂe survey‘included
LPN, business school, medical secretary, hairdresser and maintenance

mechanic. Most workers who received training are employed in training

- related océupatiohs.




CHAPTER 5
Specification of the Models

The objective of this research is to measure the effectiveﬁess of
trade adJustment a551stance on groups of workers in -three dlfferent
situations: those who received it shortly aftér layoff, those who
received it mord than one year after layoff, and'those who did not
receive any. ‘The two measures of adjustment used in this research are
presént wage and length of unemployment. A'thifd measuvre, change in
wage, was tried but it did not give meaﬁingful results. Since the data’
was taken five years afﬁer impact, longer-range effects of trade adjust-r

ment assistance can be observed.

'The. Present Wage Model

The presgnt wage is postulated to depend upon age, sex, education,
ﬁage-earﬁer status, numbe; of years Wiﬁﬂ'the'original fi;m,‘timing.of
'receipt of trade adjustment benéfits, énd training.-1

1. Age anq age'sqﬁared: these varigbleé are entered as contin-

uous in the mgdel. It is -expected that the sample will conform to the

1The unemployment rate in the two areas .can also be a contributing
factor in the success of employment adjustment. The 1970 census of
population gives unemployment rates for men and for women in Brunswick
and Woonsocket for the year 1970, This year is relevant in this study.
An average unemployment rate weighted by the proportion of men and
women in the .sample groups was computed. The resulting unemployment

rate was 4.7 for Brunswick and 4.6 for Woonsocket., This difference is .
not considered significant and is not ineluded in the analysis..
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common fiﬁding that wages increase with age bﬁt:at a décreasing rate,
Several reasons have'feeh advapced fof this result. One i; tﬁat |
" earnings increase as wofkeré gain experience and maturity and then fall
as Workerslexperience a decline in physical health and mental agility
ﬁith increasing age.1 Another is ﬂhat wages increase With'age'ﬁecause
younger workers are still investing in education and skil]‘development
which doesn't pay b;ck'dividends until later in life while oldef
workers tend to not invest in furthér educatioﬁ'because.their payoff.
time is too short.2 If this is true for the sahple, the coefficient on
_ the age variable will be positiveiwhile that for age squared will be
negative. o

2. Sex: this variable is entered'as.a durmy with a zero value-
for female workers and a one for males. There is muéh.theoreﬁical-énd'
empirical diSCuésion of wage differentials on the basis of séx.?yu It
is hypothesized.thaﬁ the-differentiallexisté in this sample and that
the sign of the coefficient will be positive.

"3. Education: the number of yearsjﬁf.formal education is .

entered as’a continuous variable. Although education is a qualitative -

1ATbert Rees, The Feonomics of Work and Pay, Harper and Row, New'
YOI‘k N Yu’ 1973’ p’ 37

2Gary S. Becker, op. cit., p, 48.

BSidney R. Finkel and Vincent J. Tarascio, Theory of Wages aﬁd of
Employment, Ronald Press, New York, 1971, p. 196.

YRees, op. citw, pp. 1782190,
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as Wéll as a quantitative variable, it is beyond the scopefof £his
. study to attempt to measure quality of education. It is expected that
‘incréasing amounts.of education will result in higher wages -and a
positive sign on the regression coefficient.

l, Wage-Eafner Status: this varidble is entéred as a dummy with
‘a vélue of one foflprimary Wage-earners'and a zefo for ail\others. It
" is expected that a primary wage-éarner'will commgha a higher wage.
This can be due fo actions on the part.of employeré_who favor primary
ﬁage-earner in fheir hifing practices or‘it'qan-be duélto.greatef
ambition in job search and skill achievement on the part of the primary
wage-earner;. Ini either case, it-is hypptheéized that tﬁe sigh oﬁ the
coefficient will be positive. |

‘5Q-‘thber of Years with the Original Firm: ~this.isventered-as a
continﬁous variable. It is expected that incfeasing‘nuﬁbér of years
ﬁith'the"original firm indicates worker depenaability. Assﬁming this is
a desirable-trait,'there'shbuld be a positive sign on £he coefficiént.,
Howevef,.other feééarqhérsi’z have found the sign to be negative and
have attributed it to less job finding_ abilit;;r after a long period‘ofil
émploymént or to the diffiéulty of re£ra;ning a worker who has learned
the routine of éﬂother company. . If this second effect dominated in

this'samplg,‘it will result in a negative sign on the coefficient.

'1Bale, op. citi, p. 163

-2McCarthy, ip. cit., p. 120.
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6. Receipt of TRA Soon After Layoff (ﬁeceipt of TRA'earlyj: this
is a dummy variable with a value of oﬂe entered for those who recéived.
TRA early and zero for all others. If is expected that the sign on the
coeffici¢n£‘for‘this,Variable will be positive. .

7. Receipt of TRA More Than One Year After Layoff (Receipt of
TRA laté): this dummy variable is assigned a value of one for all .
workers who, received TRA more than one year after laydff and received
it as a Jump sum. A zero is entered for all others. Given the hypo-
theSis that earl& receipt of benefits is mofe beneficial than late
receipt of benefits, it is not expected that this variable will have
much effect upon fhe regréséion. Thatvis, those Whé'réceived benefits
late should have about the same adjustment-ékpefiences.as workers who.'
.fecéived no.benefits.

8.“Tréining:' workers who received training under the TEA are
assigned a value of one for the dummy variable while all others are
assigned a zero.

It should be noted that the variable for non-receipt of adjust-
ment assistance is omitted from the ahalysis. These Workérs wiil have
a zéro.Qalue entered for both.the variable.receipt of TRA early and for
the variable receipt of TRA late so the effect of no benefits is in the

analysis.

The Length of Uﬂémployment Model

. The length of time a worker is unemployed is assumed to be a
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. function of ége sex, wage;earner statué, education, timing of réceipt
of TRA, training, and imputedlwealth.1 |
1. Age and Age Squared: these again are entered as continuous

variables. The coefficient 6n,th§ age variable is eipected ﬁo Ee
negative while that on the age squared variable is expected to be
pesitive. Tﬁis would indicate that workers with more éxperience have
" less difficulty acquiring a new job. | |

- 2. Sex:. this is entered as a dummy variable, Assuming that a
sex differential exists, it is expected that males will experience' |
shorter lengths of unemploymen£ résultihg in a ﬁegative sign on the
regression coefficient, |

3. Wage-earner Status: it is expected that the primafy wage-

earner will be uﬁemplbyéd for a shorter'ieﬁgth of time than other wage-
earners. It is hypothesiéed that the sign on the regression coefficient
will be negafive. |

- 4. " Fducation: this continuous ﬁariaple is expected to have a
nggative sign on the régresgion coeffiéient indicating that length of
ﬁnémployment decreases with increasing educaiioﬁal level.

- 5. Receipt of.ERA.earlff ‘recelpt of the benefif shorﬁly after
layoff would allow bekérs'to optimize their employment search. They X
- would be ;ble to look for the best job available without having to

accept the first job offered. The sign on the coefficient is ekpected

1See the footnote on page 29.
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' to. be posit:'l:ve.

6. Receipt of TRA Late: Receipt of TRA more than one year after
1ayoff should have llttle effect upon the length of unemployment

7. Tralnlng. the stated purpose of the training prov181ons
under the TEA are "To eseure that the reédjuetment_of adversely affected
workers smali oocur as quickly and effectively as poseible; with mini-
mum reliance upon trade réadjustment allowances . . .1 Wbpkers who
have been retrained can be expected to incur iess unemployment over a
long run. For this reason and to conform with the stated objective of
the Act, the hypothesiZed sign oflthe regression coefficient is negative.

8.,.Imputed Wealth: this is an ordipal variable with yeluee from'”
one to four. Increaeing.relative Wealth,positiOn is reflected by |
'fihcreasing value of the variabie. .It is expeoted that people,witm a
hlgher value of assets w111 be able to be unemployed longer in order to
locate the best job avalla.ble° The expected sign on the coefficient is :

positive.

‘1U.S, Cohgress, House; "Trade Fxpansion Act of 1962," op. cit.,
p. 24, ' ' '




"CHAPTER 6
Results

The Present Wage Model
'fresent'wagefwas regressed on the‘indepenaent-variablee: age,
age Equared, sex, education; W@ge;earnef'statug, timing of receipt\of_
. TRA, and tralnlng. This model serves beth predictive purpase; and as. a
measure of the effectlveness of adjustment a551stance upon worker
adjustment. The results of the.regression'are presented below with the
éerresponding-regression.coefficient. Further staﬁiséical inferﬁatioh |
’ihcluding t_vaiues and 1eﬁe1$¢dfsignificance are included in Tabie 6.1.
= -6,053 + 2250 A - ,001955 A2+ 1,558 S + 2900 Ed + 2482 St
(.1600)  (.001803) (. 3928) (.08485)  +(.3306)
- ..04621 N + ,03755 TRAL + 1,027 TRAF + 3543 TR
(.02999)  (L4133) (.5821) (. 5212)
= 60k | F = 4.26618

where:

'Present wage (Y) is an hourly wage

A = age
A2 = age squared
'S = sex
" Bd = education 1evel
S5t = wage-earner status
N = number of years with the orlglnal firm

TRAL = receipt of TRA late (more than one year after layoff with weekly
benefits paid as a lump sum) .
TRAE = receipt of TRA early (within a month ‘of layoff)

fTR = tralnlng
. l e
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TABLE 6.1
Present Wage Model

Standard’

F Value = 4.266
" R2 = L6ol
Std. Frror = 1.047

Intercept = -6.053

: L Regression ‘ Level of
Independent Variable . Coefficient Error t-Va;ue Significance
Age i .2250 ;1500 1.406 . .16%

Age ‘squared :.001955 .001803 . -1.084 .28k

Sex 1.558 3928 3.966 .000
Fducation 2900 08485 3418 o0l
Wage-earher Status 2482 .3306 <7509 L57 a
Years.with Original | o o

Firm 04621 .02999 1,541 .130

Recsipt of TRA late 03755 4132 .09087 928
Receipt of TRA gafiy 1.027 .5821 1.765 - 084 :
Training 3543 ‘.5242 ',6797 .500

Analysis of'Vgrianéé

Df _~____ Sum of squares . Mean square
Due to regression 9 k2,10 L.68
Residual U 49 140
Total s o ootw3
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Gronaul has developed iméuted wagés for housewives under'alterﬁate
.assumptions. The first assumption was that working women are thgse
women who are least efficient in the production of goods at home. This
assumption implies that‘all women who work can expect to feceiVe the
same wage. Under this a;sumption, working Women'are-thoée Who'givé up
the least "home .goods." 'The second assumption was that workiné ﬁomen '
are those best suited to working and can obtain the best wage. This
assumption implies that #li women produce an equal améunt.of home goods
and those who work are tﬁe ones who can obtain the highest wage. The
éstimatesxxfimputed wage thus obtained constitute the_eifreme limits .
for the mean value of & héusewife‘s time, | |
Four women_respondents'in the sample aré not'currently employed
but consider themselves part of the labor féfce.. They have been
assigned a wage equal to the mean value 6f housewives! time as derived
"by Gronau and adjusted to 1975 by the hourly dompénsaiion index. Two
other fegréésions omitting.these women and including them at zero wagé
were run and are included in Appendix B. N
| “Those variables found to be significant at the .10 level are sex,
education and receipt of TRA soéon after léy;dff. The coefficients of
each of.these variables has the sign hypothesized earlier. The levels
of significance for the oﬁhér variables are presented iﬁ Table 5;1.

The Rzlvalue of 4604 for this regression indicates that 46% of

1G-ronau,.op. cit.
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fhe variation of the'dependenflvariable is explained by the independent
variables included in the model. This R? is roughly comparable to the
.higher R%s obtained in previous studies done.on trade adjustment assis—
tance.1'2’3 Low valued st are'common in cross sectional data, often
_because of ‘the omission of a relevant independent variable ffém the
reéression. Several unduantifiable variables‘su§h as.ambition, driVe
" and strength of the attachment to the work force afé likely to affect
wage rate.. A 1ow,valuéd R? may also indicéte that the'independeht~
variabies do influeﬂce.the dependent variable but that their effect is
weak compafed to that of raﬁdom disturkances.

The criticél value for F with nine degrees of freedom in the'num-'
e?ator and forty-five degreeé of freedém in the.denominaior at the .01°
level (Fo.01’9,45? is 2.85. The F value of 4.266 clearl& exceeds: this
valué. ”That is, the iﬁaependent variableé in the model have an influ-
ence upon the mean of Y.

| The model predlcts a Wage ‘of $4.26 for a forty-flve year old -
woman with a twelfth grade ‘education who was a secondary wage-earner

.with eight years of ekpe?ience'with the original firm and who received

1Bale,.op. cit., pp. 155-158,
2McCarthy, op. cit., Pp- 104-5, 109-10, 13-4, 117.
3Pursell, Schrlver Bowlby, op. 01t., pp. 195, 202, 216,

'4Jan Kmenta, Flements of Fconometrics, the Macmlllan Company, New
York, 1971, p. 234.
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‘t TRA within a month after layoff but received no training.

T = 26.053 + .2250 (45) - .001955 (2025) + .2900 (12) - .0k621 (8)
+1.027 = 4.26 |

Further Teéts
It is Qbsérved that the regression coefficient for sex in this

model is 1.558, This indicates that a male will on average have an.
hourly wage that is $1.56 higher than will a female holding constant o
all other socio-ecénomic characteristics considered in fhe analyéis;
This coefficient seems high both compared fo é mean hourlj.wage for,thét '
sample of $3.70 and tola regression coefficient of 0.38 obtained by
Balei uéing a Similar model and sémple. This prométed a decision to
run the regreséiohs separately for men and women to determine if these
two sﬁbgroups are from the same population, f

. The test .used is one given by Kmenta? to test the equallty of two
regression equations. The nul] hypothesis to be tested is that each of
the regression coefficients in the first equation equals theféorfés-
ponding regreésion coefficient in the second. The‘teéi itgelf is:

(SSEq - SSEi = SSEp) / K o -
(SSF1 + 88Fp) / (n + m - 28) - FX, ntm-2K

“1Bale, op. cit., p. 156

“Kmenta, op. cit., p. 373.
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where

SSEC'= sum of squares of the least squares reésiduals of the regression
including both groups

SSE{ = sum of squares of the least square re51duals for the regression

of the first group.

SSE, =.sunm of squares of the least squares residuals for the regression
of the second_group :

K = the number of coefficients-estimated,including the_constant term
n = the samplé size of the first group
m = the,sample size of the second group

" The results of runﬂing the present wage model regression with.
only women included féllow. More complete statistical information is
included in Table 6.2.

Y=_ 4 396 +,1611 A~ 00152 A2 + ,336 Ed + .07080 St -
' ( 2272) (.002562)-  (.1137) - (.4803) -

_ 06262 N + .1448 TRAL + 1.263 TRAE + .2452 TR
(.04437)‘ (.6001) (.9264) - (.5963).

= 4286  F = 1.21865 -

Thé'results of running the preéenﬁ wage model regression with

' dnly men included follow. Statistical information inclﬁding t values

_ and levels of significance of the variables is included in Table 6.3; -

Y = - 4.885 + .2503 A - 001618 A% + .1832 Ed + .3897 St
“(Wk019)  (Loom706)  (L17H6)  (L7668) -

d”.06613'N.+ .2140 TRAL + .3823‘TRAE + .5613 TR
(Lo4748) - (.B649) - (1.261)° . (1.862),
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.TABLF. 6.2 -
Present Wage Model: Women Only

Level of -

_ Regression Standard
Independent Variable Coefficient Frror - t-Value Significance
Age 4 a6t 222 2090 . 35
Age squared - - . -.001520 002565  -.5924 559
. Fdueation ‘ ;3336 1137 2.933 ..007
Wage-earner sfa%gs.' .07989 © 4893 . L1474 .884
Years with the original :
firm -.06261 L0448y ~1.,396 176
Receipt of TRA late . .1418 L6001 .2363  .815
Receipt of TRA early 1,263 L9264 1,363 186
Training - : .24 52 5963 W12 685

Analysis'of Variance

Df . - Sum of gquares
_ Due to regréssion : 26.70 -
Residual 2 | 27.86
Total Bé ©OB4.55

F Value = 2:875
RZ =. ;4894
Std. Frror = 1.077

'Interéept = 4,396

. Mean ‘square

3.34
1.16
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TABLE 6.3

Due to regression
Residual

‘Total

F Value = 1.219
RZ = .4286
" Std. Frror = 1.054

.Intercepﬁ = 4,885

1.862 .3015

Analysis of Variance

Df © Sum of squares
8 - 10.83
13 Cih 4L

2t - 25.26

Present Wage Model: Men in&

. , - Regression Standard Level of .
Independent Variable Coefficient Frror t-Value Significance
Age L2503 4019 .6228 . 5l
Age squared -.001618 .004706  —.3437 737
Fdiication 1832 A746 . 1,049, 313

~ Wage-earner status . 3897 7668 | . 5082 .{620
Years with the'origiﬁal o .
firm -.06013 COW7A8 1,266 7 - .1.288
| Receipt of TRA late  -.2140 8649 . .27k - 808
Receipt ofITRAAéarly | 3823 1.261 .3032 767
Tra.in:'l.r.lgv~ | .5613 .768 |

Mean équare
1.35
1.11
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"R2 = 4286 - F = 1.21865

Eﬁuoation becomes the only significant variable in the regression
-for Womenl There are no significant variables in the regression for |
men at the .10 level. The F valﬁe is signifidaht at fhe .05 level for
'Woﬁen but it is not significant ét'thét level for men.
"~ The résults of the test to determihe if the two regressions are
_.the same is given bélow. | |

(49,3372 . 27.8565 - 14,4371) / 10 . o _
(27.8565 + 14.5371) [ 35 =583 F(,05,10,35) = 212

The hypothesis fhat the regression for women ié the same as the“
regression for men cannoﬁ be rejected at the .05 level. That-is,'thg
héﬁ.and‘women in the sample are indicated to be from fhe same
" population.

The same test is appropriate for determinihg if Uniroyal workers
.and Mainé Shoe workers are from the same‘popqlation. The results of
_this test will réveal whether Maine Shoe workers were an appropriate
‘control group or whether they form a coﬁpafison group for this analysis. -

The results of running theﬁpresenf wage model'régression.with

only Uniroyal Workefs included is given below. More'cohplete‘sta£is;
ﬁical.information is given in Table é.ﬁ: It should be ndted that the
Variable indicating receipt of TRA more than one year after layoff had

to be pﬁitted'from this regression to prevent singularity in’the raw
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TABLE 6.4
Model: TUniroyal

Present Wage

F Value = 3.247
RZ = ,5hu7
Std. Error = 1.095

Intercept = -37001

Regression Standard ' Level of
Independent Variable Coefficient FErvor t-Value Signifi?ance
Age -.05184 . 2696 -.1923 .850
Age squared .001 554 .003125  .b972 625
Sex 2.537 7299 .76 | .003
Fducation L4789 A48l 3.227 .00k .
Wage-earner status I'.3096 .55&6 .5571 . 584
Years with the original | a .

firm ' -.08730 Lou1hl -2.108 - 049
Recéipt.of TRA early i.é?b .7090 2.361 .029
Analysis of Variance

Df Sum of'sqﬁares - Mean square
Due to regrssion 7 27.26 3.89 :
Résidual 19 22,79 . 1.20
Total - 26 50,05 |
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mémenﬁ m;trixAbecause'all Uniroyal workers who received TRA received if
shortly after layoff. The variable for training also had to be omitted
" because no Maine Shoe workers recei?ed it and f@e numbgr 6f.regression
cbeffigients éstimated in each regression must be the same to run.the
test. |
Y =.-3.001 - .051é4IA + .001554 A: + 2,537 S + .4789‘Ed
: (.2696)  (.003125)  (.7299)  (.148K4)

+.3090 St - .08730 N + 1.674 TRAE -
(.5545)  (.obib1)  (,7090)

= 5447 - F = 3.24733

‘The variables:significant at the .10 level for this regression
are'sex, education, number of years with the ofiginal firm and receipt.
of TRA soon after layoff. The F valué is significant at the .05 level.
. .-THe‘resul£s of rumnning the preseht wage model regreésioﬁ Witﬂ

-only Maiﬁe Shoe workers included is given below. The t values and
levels of sigrificance are given in Table 6.5. Thé.variables TRA
received early and trainihg were omitted from this regression bécéuse_
no Maine Sﬂoe worker received TRA esarly or training. -

Y =- 6 325 + 3483 A - .003692 A + 1.104 S + 1241 Ed

(.1713)  (.001932)  (.k320) (. 09792)
+ 02547 St - .002561 N - .04426 TRAL
(.3944) " (.09504)  (.649k)

- u3lh - F=2.1602
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TABLE 6.5
Present. Wage Model: Maine Shoe

Regression Standard, Level of

Ih@gpendenf'Va?iabie Coefficient Error t-Value Significance
Age :'f ' - .3483 A713 2.033  .056
Age squared - - -.003692 .001932  —1.911 - .070
Sex 404 4320 2.555 .09
Fducation L1241 09792 1,267 .220
Wage-earner status 02547 3944 06458 49
Years with original , . | o

firm T -.002561 .09504 -.2604 2979
Receipt.df TRA lata  -.0W426 .6LOL -.06815 U6

Aﬁalysis of Variance

Df ' Sum -of sguafgs Mean square
Duo to régreééioﬁ ' 7 11,24 © 1.6
Residual Zé' | 14,81 74 |
To£a1 27 . | 26.05

| F Value = 2.167
R%= L4314
Std. Error = .8606.

' Intefcept = -6;325
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The variables significant at the .10 ieﬁel for this regression
are age, age squared and sex, The F statistic is not significant at
the .05 levelg
The test results are given below.

(493372 - 22,7893 - 14.8110) /8 _ 4 o
“(22.7893 + 14.8110) / 39 *

F(8.39> = 2.18

The hypothesis'that'workers from_Uniroyal are from the same pop-
‘ulation as workers from Maine Shoe camnot be rejected at the .05 level.
This indicates that Maine Shoe workers constitute an appropriate control

group.

'The Length of Unemployment Model

The model was formulated to measure the effects of age, age
squared, Sex, educatlon wage-earner status, timing of. TRA receipt,
training and 1mputed wealth p051t10n onthelength of unemployment meas-
ured: in days. The 1ength of unemployment is another measure of the suc-
cess of worker adjustment. The results of tne-regression are given
below. |

Y = - 810.1 + 46.66 A - 4898 A2 . 103.2 § + 9,435 Ed + 10.19 St

(24.41)  (1.2822) - (55.53) (12.89)  (51:75)

- 109.8 TRAL + 213.5 TRAE + 31.15 TR - 60.01 W’
(65.80) (82.09) (82:54)  (25.76)

\

= .5878 T = 7,12017
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where

Length of uremployment (Y) is in days

A = age -
A2 = age squared
S = sex

Ed = education

St = wage-earner status

TRAL = receipt of TRA more than one year after 1ayoff
TRAE = rveceipt of TRA within a month after lagyoff

. Ty = training

W = imputed wealth

Thése variables Which are significant at the .1Q,leve1 for this
model are age, age squared, sex, receipt‘of.TRA more'than‘pne yeér afﬁer
layoff, receipt of TRA within a month after layoff, aﬁd imputed wealth.
Information about t-valués and significance levels of the other regres-
sion éoéfficients are included in Table 6.6. The signs.on the age'
| variables are not as hyéothesized. ‘App;rently oider workers are -unem-
ployed lbnger ihan youger workers: increasing age résults in inereasing
_difficulj:y:in becoming reemployed. Thié éan be p;rtiéily explained. by
‘the widespread use of pension plans in indﬁstry: émploYers‘prefer
_ workers who will produce longef before retirement.

The. sigh on the sex coefficient was as hypbthesized. Althoﬁgh
receipt of TRA more than one year after layoff was not expected to have
much effect, it is significant in this model with a nggative'sign.' This
could be partialiy explained by .comments made dufing the telephpne |
survey. Several Maiqe Shoe respondents‘said‘that they received a letter

presumably informing-themlof their eligibility for TRA but were unable

to understand the letter and so they did not bother to apply. Perhaps
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TABLEF 6.6
Length of Unemployment Model

. , Regression Stanaard : Lével of
Indépendent Variable Coefficient Error t-Value Significance
Age - 46,66 2l 1 1,912 .062
Age squared " -9 S .28 -1.735 0 .090
Sex -103.2 55.53  -1.858 .070
Fducation 9.4k 12.89 - £.7320 68

. Wage-earner status : 10.19’ . 51,75 .1969 845
Receipt of TRA late -109.8. 65.80 _1.668 - .102
Receipt of TRA early 213.5 82,09 2.601 T .013
Training , 31,15 éz.5@ .3773 .708.
Imputed Wea1th _ '560.01 25.76 -2.329 - 024

. Analysis of Vériance

. Df Sum of squares ~ Mean sqﬁare
‘Due to regression 9 '. | 1759540 ' 195504
Residual ' | by | 1234040 274232 |
Total -~ = Los 2993580 | |

F Value = 7.12917
RZ.=..5878_
Std. Frror = 165.6.

Intercept = -810.1
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this letter and application procedure effectively sorted out those
persons with more highly develqped‘communication skills and the amounf
of assertivenegs necessary to apply and that these-are’thé same quals
tiesvthat lead to succeésﬁul reempl oyment, |

The sign on the.coefficient for reéeipt of TRA Wifhin a month
after layoff is ﬁo£ as hypothesized. Apparentiy workers whdfreceivg »
this.benefit iAMediately‘take longer to find‘anofher job. The opporf
tunity costs to workers of accepting a Job are high: the loss of their
adjustment assistarice benefits. The~increased.length 6f unemployment
for these workers can bé attributed either to the high opportunity cost
. or Workérs can be regarding their allowances as security in their job
éearch procedure. Referral to the presént wage model would suggest
that these displaced workers were successful in opfimizing £heir Job
searéh.

The sigp on the coefficient for imputed wealth is opposite to that
hypotheéized.: A possible explanation is that workers in a more favor-
able Weaith position wish to maintain that bosiﬁion and will accept
. emfloyﬁeht sooner than other Wdrkers in not so favorable a position.

Tt had been expected that workers in a more favorable wealth position
w&uld be able to look longer for a job. Apparently maintéining an
asset position is more predominate than "1iviné onﬁ assets.

The B2 value of .5878 is a high one for this type of study. It

indicates that about 59% of the variation in the length of unemployment
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can be explained by the variables included in thé model. The criticai.'
value fof F_with nine degrees of freedom in the nﬁmerator and_forty-five
degrees of freedom in the denominator at the .01 level (F(.01,9,45)) is
2.85, The F value of 7.129 clearly exceeds this value indicating thét

the regression is statistically significant.

Other Regressions

Preﬁious'studies have found past wage‘td be a highly significant
variable.ls2 The variable was included as a prox& for skill and ability
in these former models. The preésent wage model was refrun ﬁith ﬁasﬁ wagé
adjﬁsfed.to June 1975 by the consumer pfice'index. The variable wasi
found to be insignificant. Its inclusion'did not apﬁreciablf iﬂcreése
~ the RZ value: the addition of past wage to the present wége hodel did
not increase the explanatory'power of the model;. The result; of this
regression are ﬁot_inéluded in.this study.

A change in wage model was also tried with the difference betﬁeen
pfé-imp;ct wage and current Wége as the dependent Vafiable. inde-
pendent variaﬁlés were.agg, age squared, sex, education, wage~earner
staﬁus, years with the briginal firm, length of uneﬁployment, imputed
~ wealth, timing of receipt of TRA and training. This ‘model did- not

" behave as well as the present wage model and the length of'unemployment-

1Bale, op. cit., p. 156.

2McCarthy,  op. cit., p. 112.
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model in terms of its F test and R? values and is not included in this

A

'paper.




CHAPTER 7°
Conclusions and Recommendations

Cohclusions‘

. Although the receiﬁt of adjustmentiassistance shortly after lay-
off undoﬁbtedly reduces the trauma of dislocation and the cost of job
search to the individual worker, the costs and benefits to society dre .
not és-clear. Wbrkefs-who received adjﬁs£mént assisténce shortiy after |
layoff also experienced 1onger'peri;ds of'unemplbyment. This result
_ can be understood by observing that workers féée at least a 100%.tax”

- oﬁ their adjustment assistance benefits as Wéll as the loss of leisure
time by finding alternate employment. That is, the opporfunity costs
~(what the worker must.give uﬁ) of finding employment are high comp#red
to the expected wége. Wbrkeré approach the endhbf the benefit period
before actively seekihg reemployment. “

The cbété'to society'df having part of its produétive'capaqity
unémpioyed for an increased léngth of time with a rapid delivery system
can still by dgtweiéhed on economic grounds if thé Workérs Weré able fo
secure ﬂighef.paying jobs‘than wéfe qukers who réceived no benefits or
who réceiﬁed 'the'm'rétro.a.ctivelyo This would imply tHat'workers who
reéeived adjustmen£ assistan&e shortlf aftef layoff were able to
maximize tﬁei: social m#rginal product; The wérkers wﬂq received assis-

. tance shortly after layoff do have higher present wages than -do other
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workers. Apfaréhtly the rapid delivery System enables workers to be
successful in maximizihg their job search.

Other socib-econbmic characteristics found to have a significant
" effect upon present wage or length of unemployment in this study are
sex, education, age, receipt of TRA more than one year after'la’yoff, :
and imputed wealth. Men in this study adjusted more easily than did
women: men earn é higher present wage and also incurred shorter
periods of unemployment than did women with the same cﬁaracﬁeristics.
As expeéted, wage 1evei increases ﬁith education lefel. 'Older wbrkefs
expefienced longér periods of unemployment but any differenée in wage
'level was not statisticélly significant. Surprisingly,xworkers who
received TRA as a lump sum more than one year after layoff experienced
shorter periods of unemp]oymeht than did other workers. A possiblé
explanation is ﬁhat those workers who understood-the applicatibh pro-
cedure  and made the effort to apply would utilize these same abilities
in secufing empl oyment., -

The relationship between the imputed Weaith variable ana iengthA
of unemployment was ﬂot as expected. Workers with relatiﬁeiy greater
asset positions had shorter periods of unemployment. One would expéct
that these ﬁorkefs would bg best dble to téke the time necéssary to
éecure the best joB'available. Perhaps these Workefé feel the stigma
of recéiving transfer payments more -than do others. On the other hand,

they may have greater financial obligations and wish to msintain their
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-asset position or they could simply be more.ambitious.aﬁd give ﬁp some-

payments in order to get back to ﬁork.

Policy Recommendations

Efforts to expedite tﬂe delivery_Bf benéfits to iméactéd Wérkers
should continue even though it results in increased 1engthsiqf ﬁnemplqy_
ment bécausevthe labor markét is‘moved closer to perfection by the
réducéd cost to thé individgal worker of jdb search. Gonsequenily,
there:is a social fayoff in that receibt of trade adjustment agsistance
shortly after layoff enables workers to find employment where“theif
value to society as measured by the wage rate is highést.

An' interesting possiblejway of dealing with the extended length
of unemployment ihcurred by recipients of TRA shortly after layoff is-
alternate tax rates on the benefiﬁs. .Currently,.recipients become
ingligible_for benefifs whén they become reeﬁployéd. if'the pufpbée of
" the benefits ig to coméensgte workers for injuries caused bj the'
feductipn of a tariff then-ﬁenefits could be paid as a‘;ump'sum or for
a specified number'of weeks regafdless‘of empioyment status. Since the
- TEA itself geems to be'hore concerned:with the rapid adjustﬁent of
workers than with the equity copsidefations of compensating. injured
Workers,‘some optimal tax between 0% and the current 100% could‘be‘
.fqund by experimentation. Information on alternate tax rates is'geiﬁg“
ﬁrocessed by the Institute fof Résearch‘on Poverty at the Uhiversity'of

Wisqdnsin which is experimenting with the negative income tax.
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APPENDIX A
Iétters apd Questipnaire

The initial letter mailed to the-sample gfoup'which explained the
nature of the research being done and ﬁrepared workers for the telephone
survéy to be gqnducted is inclﬁded first in this.appendix,A The second -
letter is the cover Iettgr which accompanied qﬁestionaires sent, to
responaentslﬁho returned post cards in&icating'they'would answer a- -
mailed survey. The third letter is another‘qoﬁer letter which ﬁas sent

with questionaires mailed to workers who'did not return post cairds,

" whose initial letters were.not returned and who did not have phones.

The last inclusion in this appendix is the questionaire used-in the

survey. .
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DEPARTMENT OF../.\GRICULTURAL ECONOMICS

: & ECONOMICS
COLLEGE OF AGRICULTURE ' MONTANA STATE UNIVERSITY
COLLEGE OF LETTERS & SCIENCE Bozeman, MT 59715

July 29, '1975

We are currently conducting a study for the U.S. Department of Labor on
the experience of workers who were laid off from shoe firms and who may
have received "adjustment assistance' benefits as given under the Trade
Expansion Act. We have selected some workers from two firms - Maine
Shoe Co., and Uniroyal, Woonsocket, We understand that you became
eligible for trade adjustment assistance and we would like to ask you a

‘few questions in a telephone interview which we plan to conduct in early

August. Your cooperation and answers ‘are very Important to us. That is
why we are writing to let you know that we will be calling, The informatiom
you give us will be kept confidential and will be added to informatiom

that we get from other persoms so that your identity will not be known.

Some of the>questiona we would like to ask you are what you were paid per

hour in the shoe firm, what you are now earning, how long-you were out
of work after the shoe firm lald you off, and what allowance you were paid
by the Employment Service.

We look forward to talking with you.
Sincerely yours, - -
TT A . it

Malcolm D. Bale Diane Miller
Asgistant Professor Research Assgistant

P.S. If there is a car& enclosed with this letter, then we cannot find
your phone number. Would you please jot it down and mall the card
to us. If you dolnot have a phone we will mail you the questions.

MDB/DM/VB
TELEPHONE (40n)094 121
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. . DEPARTMENT OF AGRICULTURAL ECONOMICS
- & ECONOMICS :
COLLEGE OF AGRICULTURE MONTANA STATE UNIVERSITY
- COLLEGE OF I;_\E"[I?,TERS & SCIENCE Bozeman, MT 59715

August 12, 1975

Thank you for returning the postcard that we sent };ou concerning thé
adjustment asaistance benefits glven displaced shoe workers.

We are enclosing a copy of a questionnaire and a reply paid enveélope.

"We would appreciate it 1f you would complete the questionnaire and

return it to us.

Our survey of displaced workers is proceeding well, We are trying to
find out whether the trade readjustment allowances helped displaced
workers and whether the program can be made more effective. Your
cooperation is important to us. . -

Thank you.
S:I.')f;j:;/zours,
Malcolm D, Bale Diane Miller )
Assistant Professor  Research Assistant
" MDB/DM/vs

TELEPHONE (406)994 3701
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DEPARTMENT OF AGRICULTURAL ECONOMICS
& ECONOMICS ,
COLLEGE OF AGRICULTURE MONTANA STATE UNIVERSITY

COLLEGE OF LETTERS & SCIENCE Bozeman, Montana 59715

September 11, 1975

On July 29, 1975, we wrote you explaining that we were conducting a

. study on the experience of workers who were laid off from shoe firms
-and who.may have received "adjustment assistarice” benefits given under -

the Trade Expansion Act. ~ ;

We have not received-a reply from you'and we do not have your -telephone
number. Consequently we are taking the liberty of enclosing a copy of
our questionnaire in the hope that you will complete it and return it
to us in the enclosed envelope.

Our survey of displaced workers is proceeding well and we are getting
good cooperation. We are trying to find out whether the trade adjust-
ment allowances helped displaced workers and whethetr the program can
be made more effective. Your cdoperation is important to us, and as

. we mentioned in our: first letter, the informatlon you.send us will be
held in strictest confidence.

Thank you. '
Sincerely yours,
7
./494/4»42v-£%ég;g‘ /42;”¢"/;Z7 4£2/
Malcolm D. Bale - Diane Miller
Assistant Professor Research Assistant
MbB:eJr
Enc.

TEI.FI'H()I\IlE (406)994 1700
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Trade Adjustment Assistance

Survey Quéstionnaire for Workers
of Maine Shoe and Uniroyal, Woonsocket Plant

Workers name : - ' . . Phone No.

Age ) Sei

Fducation 1 2 3 4 5 6 7 8 9 10 11 12/1 2 3 4
(including vocational) (circle highest grade completed)

Were you the primary wage earner in your family when you

worked in (Name of Firm) " Yes No

T. When you last worked at (Name of Firm):

A. What was yoﬁr pay per hour befére deductions? §
B. Did you work full-time (35 hours or more)? Yes No
C. How long were you employed at (Name of Firm)?

D. When did you leave (Name of Firm)?" Month ] Year

E. Why did you leave? Laid off Quit in énticipation of

layoff ~ Other quit Other (explain)
II. Employment experience since last employed at (Name of Firm)?
A. Did you have a job last week? Yes _ No

‘B, How many jobs have you had since you left (Nahe.of Firm)?

(Note to interviewer —-- indicate if worker has become a
handyman, part-time domestic or self-employed and go to TV.)

C. Date current joﬁ‘began ; date job ended
1. What is your pay per hour (before deductions)? ,

2. Do you work full time? Yes No.
How many hours per week?

3.: How long were you- out of work between jobs? less than 1 week ___ ;
between 1 weék and 1 month ; 1 month to-3 months _ H
3 months to 6 months ; 6 months to 1 year H
more than 1 year .

" (Repeat quest:ioh's Cl and 2 for all jobs lasting four or more
weeks since worker left the impacted. Firm)
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No

Questibne for persons not cerrently working
A. Do you have a jJob or business from which you were temporarily
absent or on layoff last week? Yes, on layoff
Yes, .on vacation, illness, labor dispute, etc. No
B. Beve you looked for work in the past four weeks? Yes -No
C. Was there any reason why you could not take a job last week?
Yes, already has a job . 3 Yes, because of 1llness H
Yes, other reasons (specify) . N No .
D. Have you retired? Yes No
If so, when? month - year
Would you have retired if you could have found a job nearby as
good as the one you had in (Name ‘of Firm)? Yes No
IV, Questions concerning Unemployment Insurance -and Trade Readjustment
Allowance experience of respodndents . -
A. UI payments ,
1. Did you apply for Unemployment Insurance ptalyment:s'7 Yes
When _ .
2. Did you receive any UI payments? Yes . No
- . Amount T
3. Date UI payments began ' ; less than 450/week
$50-$60/wk. $60~$70/wk. ; $70-$80/wk. ___ ;
$80-590/wk. . ; $90~$100/wk. - _; over $100/wk.
Number of weeks UL payment received
4. Are you recelving UI payments now? Yes "No
B. TRA payments
1. Did you apply for Trade Readjustment Allowance payments?
Yes No ____ When . .
2., WVere you found eligible to receive TRA payments?
Yes Date No Date
(If no, go to C below)
. ] 3. When did you get your first TRA check -
Proinr - less than $50/wk. $50-860/uk. T §60-570/wk. s

$70-580/wk. : $80-$90/wk. $90-$100/wk -3
over $100/wk.
Number of weekly TRA paymente received

4. Ddd you receive one 1ump sum TRA payment’ Yes No'
Amount $
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C. Employment Services Received

1. Did the Fmployment Service help you find any of your Jobs

' since belng laid off from (Name of Firm)”
Yes No, __ Which jobV First
Other (specify)

2. Did you receive any other help?

a. Did someone give you a test? Yes No
b. Were you sent to a training course? VYes No, .
’ When . -

c.. Did you talk to somgdne at. the Employment Service in
detail about possible jobs you could do or training you
could take? Yes No

d. " Did you attend.a training program in which ‘the goveriment o
paid all or part of the cost? Yes No : 1if :yes,
provide- . X

(1) Date

(2)" Occupation

t3? Duration.

(4) hours per ﬁeek

(5 Are you currently employed in work related to the
'training you received? Yes No

e. Did you take any training that was not provided or paid
" for by the government? Yes ___ No.__ : if yes,
deseribe: (1) on the job training at at the firm
(2) night.classes paid by firm <
(3) " night classes paid by you
(4) other

3. ‘Dld you get any "gervices from the Employment ﬁervice after
you received your first TRA check? Fes | No
. What types: (specify) .

"4, Did you get any of fers of help in moving to a new joh. and
city after you left (Name of. Tirm)’ Yes ___ No __
If yes, what qort
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Knowledge of adjustﬁent program

A.

~ Do you owh any other property? Yes No

Did you find out about this special program: hefore you were
laid off ; before (date of cértification) ; after
(date of certification) . When?

Who told you about the program?
Union - , ES office , fellow worker , newspaper,
radio or teléevision .

Did you know that the program provided numerous benefits such
as weekly payments, training, placement services, relocation?
Yes No .

Do you own a house? Yes No ____ .
How much 1s it worth? legs than $15,000 H
$15,000-$25,000 3 $25,000-$35,000 -3 over $35,000 _ .

Do you owe money on it? Yes No How much?

Do you own a.car? Yes No . How much 1s it worth?

less than $500 __; $500-$2500 ; $2500-$4000 ; over $4000

Do you owe money on it? Yes No How much?

1) Do you have any non-worker income such as dividends from
stocks and bonds or interest on savings accounts? Yes No

2) How_much money per year do these sources biing? $
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TABLE B.1 . .
Currently Unemployéd at Zero Wage

Standard

Training

 Analysis of Variance

. Regression Level of |
Independent Variable Coefficient Error t-Value Significance
Age - 1169 1982 .5897 T .558
Age squgréd ~.0009075 .002230 . -.4070 .686
Sex ‘ el 4835 4,710 2000 -
Educa£ion .2603 .1059 2.459 .018

‘Wage-earner status 7285 3993 . 1.824 075
Years with the original _ | :
firm - =.03260. .03590 -.9081 369
Receipt of TRA late 5732 . 5191 1.104 275
Receipt of TRA early - 1.516 .7006 2,164 036
o | 907l 6269 1.4 155

Df Sum of squares Mean square
-Due tozregreSsion_ 9 .75.72 »8.41
Residual 45 71.39 1.59
Total 54 T RP

F Value = 5.303
. R = ,5147. ‘
Std. Error = 1.260 -

. Interdept = 4,523
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TABLE .B.2

Currently Unemployed Excluded

F Value = 5,733
5633
- Std Frror = 9679

Intercept =_45.2M7

L9 85.65”

) Regression Standard _ Level of
Independqpt Variable : Coefficient . Frror t-Value Significance
Age | .1302 .1700 7657 A48
Age sqﬁaréd' 4106524 -.0007903 J.41351 o .681
Sex. 1,884 3892 b8z .000
Education .3329 L0882t 3.77 - .001
Wage-earner status .4&48 - ,3189 ' i.458 ’ ;E53
Years with the original . o : .

firm S0l 542 »03008  -1,510 .139
Receipt of TRA late 3125 .46621 1 6790 501
'Recelpt of TRA early "1.306 . 5524 - 2,364 023
‘ TralnlngA . 4986 .5021 - .9929 | 2327
Analysis of Variance
. Df ' Sum. of_squares Mean sgy;re '
Due to regression 9 48,25 5,36
Residusl Lo 37.40 SO
Total '
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