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TRADE ADJUSTMENT ASSISTANCE

MONDAY, DECEMBER 17, 1981

U.S. SENATE,
SUBCOMMITTEE ON INTERNATIONAL TRADE,
CoMMITTEE ON FINANCE,
Washington, D.C.

The subcommittee met, pursuant to notice, at 9:40 a.m. in room
2221, Dirksen Senate Office Building, the Honorable John C. Dan-
forth (chairman of the subcommittee Ex;esiding.

Present: Senators Danforth, Dole, Roth, Long, Bentsen, Moyni-
han and Levin.

[The committee press release follows:]

(Prees Release No. 81-183)

FINANCE SUBCOMMITTEE ON INTERNATIONAL TRADE SETS HEARING ON TRADR
ADJUSTMENT ASSISTANCE

The Honorable John C. Danforth, (R., Mo.) Chairman of the Subcommittee on
Trade of the Committee on Finance, announced today that the subcommittee will
kol%;“ hea{iggs on Monday, Deoeimbte}:' 1, I%E}K.tmft&vieme optgrtaﬁion of the ’I‘rage

men istance program in the con of the ¢ es e program made
in the Omnibus Budget %eoonciliation Act of 1981 (P.L. W—§5). ‘
5 u'Ii'll:lelnl;earing will n at 9:30 a.m. in Room 2221 of the Dirksen Senate Office

Ighacnmcing the hearing, Senator Danforth noted that the following bills should

S. 1865. To delay the effective date of amendments relating to group eligibility
reguirements for trade adjustment assistance.
. 1868. To reform the Trade Adjustment Assistance Program.

Senator DANFORTH. Today’s hearing concerns the current status
of the trade adjustment assistance program. The changes that were
made in June in the program cut substantially its costs and gave it
a new direction in accordance with the position taken by the ad-
ministration, equalizing the benefits received by workers who re-
ceive TAA with the benefits received by workers under the Unem-
ployment Insurance program. We were able to reduce Federal
spending for.the program to the administration’s targeted amount \
of no more than $206 million for the entitlement in fiscal year
1982. This is a substantial reduction from the $1.5 billion originally
estimated for the program. :

At the same time, we sought to move away from the traditional
emphasis on cash benefits toward a stronger emphasis on retrain-
ing and relocation. In this regard, the administration pledged to
spend an additional $112 million on retraining the smaller number
of workers who would now be eligible for the TAA program.

We have some ground to cover today. First, we seek from the ad-
ministration a clear statement of how the new austere trade ad-
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justment assistance program will be implemented. In particular,
we on the committee are anxious to learn how the Department of
Labor intends to carri out the program’s new emphasis on retrain-
ing, relocation, and job search.

ond, we expect to draw on the experience of labor and the pri-
vate sector witnesses with regard to the viability and prospects of
the TAA program.

Finally, a number of us on the committee have expressed con-
cern about the overkill inflicted on the TAA program from changes
in the eligibility criteria proposed by the administration as part of
the June budget reconciliation Frocess. One such change that is not
scheduled to go into effect until February 1982, would require im-
ports to be a “substantial cause” of unemPloyment, rather than the
more reasonable ‘“contribute importantly” eligibility standard cur-
rently in the law.

In June I offered an amendment which was incorporated in the
reconciliation bill that postponed enactment of this eligibility pro-
vision for 6 months. At the time, many of us feared that the new
restriction would prevent thousands of deserving workers from
qualifying for the small amount of money allocated for the pro-
groam. It had never been the subje¢t of hearings in the Finance

mmittee. And, furthermore, the CBO estimated that the changes
already enacted in the TAA program would in and of themselves
:-'esult in a program that met the administration’s budget objec-

ives. '

The CBO has no estimate for the savings from the measure in
question, but in June reported that “due to the proposed require-
ment that individuals exhaust their Unemployment Insurance
benefits before being eligible for trade adjustment assistance, the
proposal’s impact would be miniscule.” Therefore, it seems to be
unnecessary, if not counterproductive, to retain this additional
cumbersome criterion. And we would hope today to have some tes-
timony on this subject.

I have a statement for the record and one from Senator Heinz to
be included in the record. -

[The opening statements follow:]

STATEMENT BY SENATOR JOHN C. DANFORTH

Our hearing today involves an investment program that has become an integral
;;::t of American trade policy—namely, investments in human capital through

de Adjustment Assistance.

As part of the Omnibus Budget Reconciliation Act of 1981, the Congress agreed to
extensive changes in the Trade Adjustment Assistance program. By compensating
workers who lose their jobs as a result of imports, we are making a long-term in-
vestment in American labor. This investment is designed to ensure that we main-
tain an e?erienced workforce, read{' to take on jobs in growth industries and in
mature industries that need to retool to bolster their international competitiveness.

The changes made in the TAA program in June cut substantially its costs and
q'ave it a new direction. By e%ualﬂzmg the benefits received by workers who receive

AA with benefits received by workers under unemployment insurance (U, we
were able to reduce federal spending for the program to the Administration’s tam
ed amount of no more than $205 million for the entitlement in fiscal year 1982.
represents a substantial reduction from the $1.5 billion originally estimated for the
program. At the same time, we sought to move the program away from the tradi-
tional emphasis on cash benefits toward a much stronger emphasis on retrain
and relocation. In this regard, the Administration pledged to spend an addition

[ ]
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$112 million on retraining the smaller number of workers who would now be eligi-
ble for the TAA ﬁ;ogram .
Therefore, we have a fair amount of ground to cover in today’s hearing:
we seek from the Administration a clear statement of how this new, austere
trade adjustment assistance program will be implemented. In particular, we on the
Committee are anxious to learn how the Department of Labor intends to carry out
the program’s new emphasis on retraining, relocation and job search.

Second, we expect to draw on the experience of our labor and private sector wit-
neeses with regard to the viability and prospects for the TAA program.

Finally, a number of us on the committee have expressed concern about the over-
kill inflicted upon the TAA program from changes in the eliﬁibility criteria Bro-
posed by the Administration as part of the June budget reconciliation grocess ne
such change that is not scheduled to go into effect until February 1982 would re-
quire imports to be a ‘“‘substantial cause” of the unemployment, rather than the
more reasonable ‘“contribute importantly” eligibility standard currently in the law.

In June, I offered an amendment which was incorporated in the reconciliation bill
that postponed enactment of this eligibility provision by 8 months. At the time,

of us feared the new restriction would prevent thousands of deserving work-
ers from quali for the small amount of money allocated for the prﬁam. It had
never been the subject of hearings in the Senate Finance Committee. Furthermore,
the CBO estimated that the changes already enacted in the TAA program would in
and of themselves result in a fpro%:am that met the Administration’s budget objec-
tives. CBO had no estimates for the savings from the measure in a?zxestion. but in
June reported that “due to the Pro*posed requirement that individuals exhaust their
Ul benefits before being eligible for TAA, the proposal’s impact would be minis-
cule.” Therefore, it seem to me unnecessay, if not counterproductive, to retain this
additional cumbersome criterion.

The CBO report to the Finance Committee cited another serious problem created
by the “substantial cause” language: ‘

“It ht also be difficult to implement the Administration’s proposal that the
criteria for determining the eligibility of groups of workers be restricted substantial-
l{. The shift from a “contributed importantly” test to a ‘“substantial cause” test, of
the impact of imports on job separations would require substantial changes in the
f,’,'ﬁf o analﬁis gformed by the Department of Labor (DOL) in its eligibility deter-

ations. The Secretary would be required to examine all ible causes of job
8e tions and compare their relative contribution to layoffs in order to decide
whether or not imports were less important than any other cause. This change pre-
sumes a level of sog&isticated economic analysia that may not have been developed
y?t. Currently the Secretary only must determine if imports are an important cause
of layoffs without examining other causes.” S

Therefore, on November 18 I introduced S. 1865, along with Senators Moynihan,
Roth, Heinz and Mitchell. This bill would maintain the current “contribute impor-
t,antlyl’é &riterion through the end of the life of the TAA program, the end of fiscal
year .

To my mind, one look at how the TAA program functioned as established by the
Congress in the Trade Act of 1974, compared to how it is o ratinﬁ today, provides
clear evidence that the ¢ e in criterion to “substantial cause” is unn
and redundant. Between April 1975, and September 1981, some 1,241,636 workers
were certified for adjustment assistance. Yet this year, for the pericd January 1
‘thro:gihsthe end of September, only 17,714 have been certified.

If dramnatic decline can be even partially attributed to changes already en-
acted in the TAA pvr"ogram, certainly the addition of one more severely restrictive
eligibility criterion will cut away more of the program than the Administration of
the Congress ever intended. . g .

STATEMENT BY SENATOR JOHN HEINZ

Mr. Chairman, this hearing takes up an extremely important issue, and I want to
commend you for scheduling it. I regret that a prior commitment in my State keeps
me from being present. However, I do want to get out for the record several of m
concerns the broader issues surrounding adjustment assistance, and I as
that this statement be made a part of the record.

In my view a comprehensive and effective trade adjustment assistance program is
an essential element of a free trade policy. As I have said on numerous occasions in
the mst. any healthyarrowing economy is going to produce ¢ e, and our compet-
ing In an international free market environment will accelerate such change by ex-
posing domestic producers to foreign competitors. Sometimes such foreign competi-
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tors have unfair advantages—their products are dumped in this country or they
benefit from government subsidies. Sometimes their government, as in the case of
Japan, helps them by eﬂ'ective}y preventing our access to their markets, de us
rzciprocity. Sometimes we are faced with foreign producers that have a comparative
advantage. . R

Of course in cases of unfair advantage we should fight for our free market princi-
ples and for reciprocity. But in all cases, whether the competition is fair or unfair,
we must also recognize the ¢ it will induce in the United States and the vic-
tims it will create in the form of lost jobs, closed factories, and displaced workers. I
continue to believe that the government has an obligation to such victims—both
businesses and workers—because it is our trade policy that has produced them and
because it makes good economic sense to help them either adjust to the competition
through revitalization or find new jobs through retraining.

It is no secret that the adjustment assistance program that has been in place for
the last several years has not been as effective as we would like. In ﬂ.‘art this is due
to deficiencies in the statute, in part to deficiencies in program administration, and
in part due to the inherent difficulties of promoting successful adjustment. Qualify-
ing industries tend to be old, severely import-imj«cted, poorly located, and in dire
straits economically. Affected workers frequently have few other local employment
options but also have family ties and commitments that discourage moving to other
locales. The plight of the auto workers, who do not fit all of this description, added a
severe financial strain to the program because of the size of the problem.

All these factors combined to produce a full-scale attack on the program this past
{ear, led by both the Administration and members in the other body. Unfortunate-

, in their zeal to reform the program, they not only reduced its cost by well over

percent (which would have fallen substantially anyway due to the decline in
autoworker petitions), they so narrowed eligibility as to prevent almost everyone
from q . Several of us, led by Senators Danforth and Moynihan, succeeded -
in postponing the implementation of the worst of theee requirements until early
next year, and I note that both bills under consideration at today’s hearing would
make that postponement permanent. :

At the same time as we are fighting to save the guts of this pmirnm. we also find
ourselves embroiled in an appropriations fight, trying to save the $98 million in
training funds the Administration has proposed. Although I am somewhat skeptical
of Administration claims that this funding for training will successf: refocus the
program in the froper direction and provide sufficient resources to achieve its objec-
tives, I support it because it is clear that without it the program will have virtually
nothing. Our main effort, however, must continue to be restoration of fair eligibili
criteria. It is not very helpful to claim that an appropriation for training fun
solves the problem when the eligibility criteria for use of those funds are so tight as
to eliminate 95 percent of the ﬁople that need them. Thus, rapid approval of what
Senator Danforth and Senator Moynihan have proposed is essential. -

I also want to indicate mr interest in Senator Moynihan’s other 'fro A
number of them stem from legislation I originally introduced in 1977, which was
later embodied in bills which both the House and the Senate in the 95th
Co and the House in the 96th Con;mess but which never became law. They are
tgte igent, carefully crafted proposals which will make significant improvements in
] .

program

Beyond the immediate issue of adjustment assistance programs, I hope that the
committee will also examine the broader issue of our e adjustment %olicy, Ona
number of occasions in the past I have indicated my dissatisfaction with our exist-
ing escape clause process which is designed to give import-impacted industries some
“brea space’ to recover from and adjust to foreign oomgetition. This procees is
runclt){ the International Trade Commission, and independent body of experts whose
function is to determine whether or not a domestic industry has been injured and, if
80, to prescribe a proper remedy. Both the injury tfrooeu and the remedy determina-
tion are consistent with our international obligations, and, in fact, are considerably
more fair and open than those employed by most of our trading partners in similar

c ces.

The Commission has, by and done its work well. The President, and I refer 4
rimarﬂ( to previous Presidents, since the current Administration’s track record is
imited (though not encouraging), has not. ITC recommendations have consistently

been iﬁnored and denied in favor of partial solutions and incomprehensible compro-
mises designed to appease various parties in the bureau wlghout any to
whether or not the relief provided will be of any help to the industry.

This program is not working well, and as long as-it is not working well, we are

not going to have a competent trade adjustment po\licy in this country.
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I have nearly eom&leted work on legislation to reform this program, which I plan
to introduce when Congrees reconvenes in January. It will narrow the President's
discretion in these cases, impoelnﬁ‘a greater burden on him before he could deviate
from the ITC recommendation; adjust the injury standard with respect to both the
level of injury and the degree of caus%t!ion required; and make other procedural
changes which should make the system function more smoothly. I believe that these
reforms are an essential element of any thorough examination of the adjustment
process, and I hope the Committee will take them up in due course as it further
considers adjustment assistance policies and programs.
One additional, and perhaps critical reason to introduce this legislation as soon as
ible is to provide an opportunity for protection for textile and apparel workers’
m if the Administration fails to achieve a satisfactory renegotiation of the Multi-
fiber Arrangement. This Arrangement for seven years has brought some order to a
potentially chaotic world market by providing authority for countries to negotiate
import quotas on a bilateral basis. These ments are essential for the preserva.
tion of our textile and apparel industries. We cannot afford at any time the loss of
the entry-level jobs these industries provide. To allow the loss of these jobs in the
midst of this developing recession would be callous and inhumane. Any indifference
on this critical matter is something we will all live to regret. We must promptly
renegotiate an effective MFA, but at the same time we must also move to provide
eti:fectigjeec r?course should the MFA negotiations fail. My proposed bill will achieve
that objective.

Senator DANFORTH. All right. The first witness is Bert Lewis, Ad-
n;iix‘iasg;ator of Unemployment Insurance Service, U.S. Department
0 r. .

All statements will be included in the record in full, so there’s no
need to read them. If you could summarize your positions in, say, 5
minutes, that would be appreciated.

STATEMENT OF BERT LEWIS, ADMINISTRATOR, UNEMPLOYMENT
~INSURANCE SERVICE, U.S. DEPARTMENT OF LABOR, WASHING-
TON, D.C.

Mr. Lewis. Thank you, Mr. Chairman. I would be pleased to
enter my statement into the record and make a few comments
around that statement.

[The prepared statement follows:)



. STATEMENT BY WILLIAM B, LEWIS
ADMINISTRATOR, UNEMPLOYMENT INSURANCE SERVICE
DEPARTMENT OF LABOR
BEFORE THE
SUBCOMMITTEE ON INTERNATIONAL TRADE
COMMITTEE ON FINANCE
UNITED STATES SENATE

- . December 7, 1981

Mr, Chairman and Members of the Subcommittee:

Thank you for the opportunity to appear before
you on behalf of the Administration to discuss a number
of Subcommittee concerns about the recent changes
made by the Omnibus Budget Reconciliation Act of 1981
to the Trade Adjustment Assistance program under the'
Trade Act of 1974.

I am accompanied by Marvin Pooks, Director, Office
of Trade Adjustment Assistance, and James Van Erden,
Supervisory Actuary for the Unemployment Insurance
Service.

B "You have asked that we concentrate on the following
issues, which I will address in turn:
(1) Does the Administration consider the recently
amended certification criteria ("Substantial
Cause") to set a higher standard and will
it result in fewer certifications?

(2) Trade Training Program: (a) Departmental

standards for program approval, (b) Delivery



System, (¢) Program oversight, and (d) Steps
to be taken to assure that training money
will be effectively spent.

(3) Should training become an entitlement?

o (4) Should training be provided for all dislocated
workers, rather than just those impacted
by foreign imports? )
Certification

New group eligibility requirements for Trade

Adjustment Assistance (TAA) will become effective

for all petitions filed on and after February 9, 1982.
The more rigorous 'iybstantial cause" standard

was adopted to assure that during periods of economic

distress, such as the present, special program benefits

will be directed to individuals under circumstances

where imports are clearly an attendant factor in the

unemplggment situation of a particular group of workers,
In order for a petition to be certified under

prior law, imports must have contributed importantly

to total or partial separation, or threat of separation,
from the workers' jobs, and to declines in sales or
production.

The present "contributed importantly” standard

requires that imports be important but not necessarily



-,

more important than any other cause. The amended

standard requires that imports be a substantial cause

of such job loss, or threat of job loss. Substantial
cause is defined as a cause which is important and
not less than any other cause.

Clearly, the new standard is a more rigorous
one than the present one. We contemplate that the
new standard will result in fewer certificatio?s in
the future as compared to what might have occurred
under the prior standard.
Training

The recent amendments accomplish a fundamental
shift in program emphasis from payment of cash allowances
to job placement and employment services. These services
are intended to shorten the period of unemployment
for import-impacted workers, and to reduce the worker's
vulnerability for future unemploymenf, if possible,
by achieving a more permanent adjustment to changed
labor market conditions. Training is a critical component
of these services. The President's September budget
amendments included $98.6 million for these services.

On November 16, Secretary Donovan recommended
to Senator Hatfield} Chairman of the Senate Appropriations

Committee, that the Continuing Resolution include



a specific appropriation for the expenditure of $98,560,000
for such services in fiscal year 1982 (to be offset

by other reductions in H.R. 4560). As you know, Mr. Chairman,
the Senate added $50 million to the proposed Continuing
Resolution. However, the present 3-week extension

of the current resolution does not carry this item,

and at this time, Federally funded training is not

taking place,

Under agreements with the Secretary of Labor,

State employment security agencies have the responsibility
for providing reemployment services for Trade Act
recipients at the earliest possible stage of the worker's
unemployment.

The Department's guidelines to state employment
security agencies for the approval of training are
consistent with the criteria outlined in the amended
legislation. t

Workers may be approved for training if:

{a) There is not suitable employment (which

may include technical and professional employment)

available;

(b) The worker would benefit from appropriate

training;

(¢} There is a reasonable expectation of employment

following completion of training;
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(d) The approved training is available from

government agencies or private sources (which

may include area vocational education schools

and employers);

(e) The worker is qualified to undertake and

complete such training;

(f£) The worker applies for training within the

required time periods and before the exhaustion

of entitlement to basic trade readjustment allowances.

A worker who is not entitled.to trade readjustment

allowances must commence training prior to the

expiration of the 78-week period following the
worker's first separation; and

(g) Sufficient funds allocated to pay the costs

o;,such training are available. A State agency

m;y not approve training for a worker when funds

to be expended for this purpose would exceed

the amount allocated by the Secretary.

The State agencies exercise considerable flexibility
in their detailed operational procedures. In general,
the approach is as follows:

If a referral to a new job is not readily available,
a reemployment plan is developed for the worker.

Such a plan usually includes those services needed
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to fulfill a suitable employment objective. Additionally,
the use of job search workshops and job finding clubs
by the State agency to assist adversely affected workers
in developing the necessary self-directed work search
skills is recommended. Self-directed work search
will assist the State agency in determining whether
suitable employment is available‘and if a referral
to training is appropriate.

In addition, the State agency is responsible
for all reemployment services when a certified worker,
who is receiving regular unemployment compensation,
expresses interest in any reemployment services or
wheh_the worker exhausts regular unemployment compensation.
Reemployment services include, but are not limited
to: —
(1) Employment Registration
{2) Enmployment Counseling
(3f Vocational Testing
(4) Job Development
{(5) Supportive Services
(6) Classroom Training
(7) Relocation Assistance, and

(8) Referral to On-The-Job or Classroom Training
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-
The State agency approves the length and nature

of the training needed for the worker to achieve desired
skill levels, but no course may exceed 104 weeks.

A worker who is reemployed in work which is not
suitable employment as defined in the Act and is
approved for training may leave work or may continue
in full or part-time employment while engaged in. training.

In developing training opportunities, the State
agency is expected to consult with adversely affected
firms, unions or other representative of workers.
Priorities are to be given first, to on-the-job trainié‘
in which the employer shares the cost, and next, to
1n§t1tutional training, with first consideration to
public area vocational schools.

The State agencies are expected to document the
development of approved training programs that offer
reasonable expecéations of a job after training.

Where possible, facilities under the Comprehensive
Employment and Training Act are to be used. ¢

Where no other suitable training is available, the
State agency will reimburse tﬁe prime sponsor or otheE
public agency for the cost of training. Assistance
for subsistence and transportation -expenses are available

where the training is outside the worker's commuting area.
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As I previously indicated, the Administration
is seeking funding in fiscal year 1982 to provide
training opportunities, job search and relocation
assistance to trade impacted workers. Since enactment
of the Trade Act of 1974, outlays for training, job
search and relocation have ianged between $5 and $16
million per year. )
If the requested funds are appropriated by the
Congress, the Administration's emphasis on this aspect
"""of the program should result in a significant increase
in outlays for these activities and consequently,
should achieve_the Administration's goal of adjusting
in a more effective and expeditious manner permanently
displaced workers to new employment enéironments.
Training As An Entitlement
. We believe the $98.6 million requested by the
Administration, if approved by the Congress and the
President, will be sufficient to fund foreseeable
training needs. i
| The Administration believes entitlement programs
should be created only in the most compelling of circumsianeea.
As you are aware, some of these programs have caused

problems, for both the Congreass and the Executive

Branch, in bringing public expenditures under control -

89-511 0 - 82 - 2
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and in reducing projected deficits. It is essential
that scarce resources be carefully managed, which
is not possible with blank checks, such as entitlements.

Training for Any Dislocated Worker -

The issue of training for any dislocated worker
has beeh raised by the National Governor's Association
and by a number of States. It is also receiving
careful study within the Department of Labor. We
believe more detailed study and evaluation are
necessary before the subject can be adequately addressed.
We would prefer to return to this subject at a later
time.

Mr. Chairman, we are also prepared to comment
on the two bills recently introduced in the Sepate,
S..1865, which you have co-sponsored with Senators
Moynihan, Roth, Heinz, and Mitchell, and S. 1868,
lnttoducéd by Senator Moynihan.
S. 1865

S. 1865 would postpone from February 9, 1982,
until October 1, 1983, the change in the group eligibility
requirement from the earlier "contributed importantly"
standard to the new "substantial cause" standard.
This would have the effect of repealing the_change
made in the Omnibus Budget Reconciliation Act of 1981,

since the present authorization for the Trade Adjustment



16
N

Assistance program under the Trade Act of 1974 expiies
on September 30, 1983, We oppose this bill, for
the pragmatic and financial reasons stated earlier.

The bill would return the program to a situation under

which Trade benefits would be paid to many workers
whose unemployment was not clearly attributable to
national import policies. We also anticipate it would
increase program costs, but we do not have a budget
estimate at this time.
S. 1868
S. 1868 would make five changes to the Trade
Act of 1974, none of which the Administration can
-gsupport. Those include:
(1) Amending the group eligibiiity requirement
explained previously in my discussion of
S. 1865, We believe it would return the
vAct to a situation in which Trade benefits
would be paid to many workers whose unemploy-
ment was not clearly attributable to national
import policies. R
(2) Establishing approval for training by the
Secretary as an entitlement. We are opposed
to making training an entitlement, for the

reasons stated above.



(3)

(4)

(5)
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Providing for the extension of coverage

for workers employed by suppliers of essential
parts or services. We oppose this change
which would broaden coverage beyond a clearly
defined causal relationship to governmental
trade policies and would also increase the
costs of the program. Cost increase is
estimated at $150 million.

Broadening the 26-weeks-of-work qualification
test to include certain weeks during which

an individual did not work but with respect
to which such individual is subsequently
awarded back pay. We do not support this

proposal, which would provide coverage for

‘weeks in which a worker clearly did not

perform any services. '

Amending the "suitable work" standard for

workers receiving extended benefits under

the Federal-State Extended Unemployment
Compensation Act or Trade Readjustment Allowances
(TRA) to "work of a substantially equal

or higher skill level than the worker's

past adversely affected emplgyment (as determined

for purposes of the Trade Act of 1974},
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Snd wages for such work at not less than
80 percent of the individual's average @eekly
wage for his most recent base period."

We are opposed to this proposal. It would eliminate

the pteseht consistency of TRA with present extended

benefits and other work search requirements which
provide an essential link between the basicihnemployment
compensation program and Trade Adjustment Assistance.

We also estimate additional érograp costs of
$10 million 1if this provision were adopted.

Mr. Chairman, this completes my formal statement.
My colleaques and I wosia be pleased to respond(to

any questibns you may have.

Mr. LEwis. With me this morning is, to my right, Marvin Fooks,
- who is Director of the Office of Trade Adjustment Assistance, and
to my left, James Van Erden of our Actuarial Services Staff. We
are pleased to appear before you this morning to discuss several
issues before you. -

We were asked to comment on four areas of interest to the sub-
committee. The first was the new substantial cause criterion for
- certifying group eligibility for allowances under the Trade Act. The
second was certain procedural aspects for approval and delivery of
training. Third was a question of: Should training be an entitle-
ment? Fourth: Should training be provided all dislocated workers
rather than just those affected by import competition?

The administration is also prepared to speak to two bills recentl
introduced: S: 1868, introduced by Senator Moynihan, and S. 1865,
cosponsored by you, Mr. Chairman, and Senators Heinz, Mitchell,
Moynihan, and Roth.

On certification, the new aiiroup eligibility requirements for TAA
are to become effective for all petitions filed on and after February
9, 1982. In order for a petition to be certified under present law,
imports must have contributed importantly to total or partial sepa-
:iation or threat of separation and to declines in sales or produc-

on.

- The present contributed-importantly standard requires that im-
ports be important but not necessani‘ y more important than any
other cause. The amended standard re?uires that imports be a sub-
stantial cause of job loss or threat of job loss. Clearly, the new
standard is more rigorous than the one being used presently, and
‘we contemplatethat the new standard would result in fewer certi-
{)'iec%ﬁons in the future as compared to those that otherwise might

e case.
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Training—The administration has requested $98.6 million .in
fiscal year 1982 for trainin%, relocation, and job search assistance.
This proposed funding level, when compared to the $5-16 million
per year spent for such services in prior years, underscores the
gedml?istration’s emphasis on worker adjustment rather than cash

nefits.

The Omnibus Budget Reconciliation Act of 1981 contains several
criteria for training. Some of the more important ones in the stat-
ute indicate that workers may be approved for training if there is
not suitable employment and if the worker would benefit from
training and if there is reasonable expectation of employment fol-
lowing training, if the approved training is-available from public or
private sources including vocational education schools and employ-
ers, if the worker applies for training within the required time pe-
riods, and if sufficient funds are available.

In developing training opportunities, the State agencies are ex-
pected to consult with adversely affected firms and unions and
other representatives of workers. Priorities, according to our guide-
lines to the States, would be given first to on-the-job training and
next to institutional training, with first consideration to area vocas
tional schools. B

-In addition to training and cash benefits, the State agencies pro-
vide reemployment services that include counseling, testing, job de-
velopment, supportive services, and relocation assistance. Often
these services may be provided in the context of a specific reem-
ployment plan for the individual. The State often will use group

Job-search techniques such as workshops and job-finding clubs.

- As far as the training-as-an-entitlement question, Mr. Chairman,
the administration believes that the $98.6 million requested would
be sufficient for foreseeable needs in 1982. The administration be-
lieves that entitlements should be created only under the most
compelling circumstances, in view of problems entitlements cause
in bringing expenditures and deficits under control.

The Department of Labor is considering the question of training
for all dislocated workers, regardless of cause. We have not fin-
%sléeed dev&luatiug that issue yet and would prefer to comment at a
ater date. :

- I would like to turn now to the bills before you: S. 1865 and S.
1868. As you know, S. 1865 would postpone the new substantial-
cause standard until October 1983, in effect repealing action the
Congress just took in the Omnibus Reconciliation Act of 1981, The
administration op this bill because, under it, benefits might be
paid to many workers whose unemployment is not clearly related
:9 import policies. There also would be some potential cost implica-

ions.

S. 1868 would make five changes to the Trade Act of 1974, none
of which the administration can support. The changes include
amending the group-eliﬁbility requirement as S. 1866 would. The
second involves establishing training as an_entitlement; the third
would extend coverage to workers employed by suppliers of essen-
tial parts or services. We believe this would broaden coverage -
beyond a clearly defined causal relationship to trade policy and
lailso yvoixgtslzincrease the cost of the program an estimated $150 mil-

on in . :




19

The proposal would also broaden the 26-weeks-of-work qualifica-
tion test to include certain weeks during which an individual did
not work but with respect to which such individual is subsequently
awarded back pay. We do not support this proposal either, because
it would provide coverage for weeks in which a worker clearly did
not perform ani services. And lastly, the proposal would amend
the suitable-work standard for workers receiving extended benefits
and TRA. B

Thank you, Mr. Chairman.

Senator DANFORTH. Do you oppose both bills?

Mr. LEwis. Yes, the administration does.

We would be happy to entertain any questions we might be able
to answer.
~ Chairman DANFoRTH. Under the ‘‘substantial cause” test, would

auto workers be eligible for Trade Adjustment Assistance?

Mr. Lewis. Well, as you know, Mr. Chairman, the ITC in -its
crecent action on the industry petition for escape-clause, the import
reviews, applied that standard. The auto industry was not found
- eligible. We can’t speculate on what a decision would be after Feb-
ruary when the new standard is scheduled to go into effect.

Senator DANrorTH. This is my concern: Here you have a Bro-
gram which is scheduled to expire at the end of fiscal year 1983,
regardless. So we are talking about less than 2 years for the life of
the program. We have already accomplished very substantial re-
ductions in the cost of the program by providing for the equaliza-
tion and expiration of the unemplolyment insurance benefits. And
we have brought the cost down to less than 20 percent of what it
was before. So having done that, then to say, “Well, we've already
realized these very substantial savings on the benefits, but for the
next 2 years we are also going to have a substantive change in the
law pertaining to -who is able to qualify for benefits under this
~ stripped-down program,” just seems to me to be overkill in the ex-
treme and totally unnecessary. :

My second concern with respe?t to the retraining aspect of the
program is that the administration took the position that if we are
going to have less emphasis on benefits then we should have more
emphasis on retraining, and that the retraining component will be
allocated $112 million a year. Through the budget process we have
_seen that remaining part of the program whittled down.

“Do you know the figure in the last version of the continuing reso-
lution? I believe it was $25 million. Twenty-five. So we have said:

We are going to do two things for you. We are going to cut down the benefits toa

small fraction of what they were before, but we are going to emphasize retraining.
We've got a retraining program of $112 million. ‘ )

And then, all of a sudden, the retraining component is about 20
- percent of what the administration originally requested. So, how
are we left with anything at all? I guess that’s my question. '
_ Mr. Lewis. Well, Mr. Chairman, we would agree with you as to
_ the savings steps that you listed. I think what we have in mind is
- having the proposed new standard %o into effect as the Congress
intended originally. The reason would be that it probably insures
against ‘the down-cide risk of outlays getting out of control. We
would want to try to draw as close a relationship as possible to
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import policy and in the su uent disemployment of a worker,
and the current standard could permit some petitions being ap-
proved if the economy goes as some of the commercial forecasters
are predicting.

Senator DANFORTH. Senator Long?

Senator LonG. I just want to ask one, question about training
people for jobs that we hope will exist. It seems to me that in years
gone by we have wasted all of our money trainir‘}g people for jobs -
that do not exist. Have you found ways to identify jobs, wherever
they may be across this country, to direct the applicants to? And
then have you identified a way to get some understanding with the
employer that, if he trained a person to the level that the person
has starting-level skills, that person would then be employed in the
job for which he is training? Have you done that? ‘

Mr. Lewis. Senator Long, we would agree with you that over the
history of employment and training efforts there has been much
left to be desired in the selection of training opportunities. I think
that over the last few years there have been several improvements
in the delivery system that would help correct those problems that
you are concerned about. One is that we would hope to briné pri-
vate employers more closely into planning at the area level in se-
lection of training classes. ‘

Now there are two mechanisms already in place that we will be
looking to. ~ :

Senator Lonag. Well, do you have it now? .

Mr. Lewis. Yes, they are in place. -

Senator LONG. Are you in contact with peo%}e who you would.
hope could use additional skilled workers so that you can direct
workers to those ?obs when they apply for training?

Mr. Lewis. Well, the mechanisms that I refer to are, one, the pri-
vate industry councils created under CETA, and another develop-
ment over the past few years, the State employment security agen-
cies now are affiliated with 900 to 1,000 local job service employer
committees. And we would hope through some combination of that
that we can solicit employer views on what their needs are. ’

Another modification that has been made recently is that we
have prioritized the selection of training to attempt to seek out on-
the-job training opportunities before other types of trainin% are
considered. So with some combination of that we hope to bring
about improvements.

Senator LoNG. You are not saying that you have it now, though.
We've been involved with things like this for a long time. I just
want to know if we have it now, and apparently the answer to that
question is no. You were saying that you hoped to have it.

Mr. Lewis. I may have misunderstood what “it” is. We do not
have, if by “it” you mean a listing of 10,000 pledges from employ-
ers for specific, concrete jobs, that if trainees are produced the
will be taken in some prospective period, no, we don’t have that.

Senator LoNG. Because there are certain places where ple
need workers. I just happen to know of one or two of them in my
ﬂgnrt of the country. You go to Morgan Ci%; La., and if you can

dle a welding torch, you can get a job. ff’ need people down
11;\111“? to build drilling rigs to go out to get oil out of the Gulf of
exlOOQ . -
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The same type thing is true in the Houston area. Now, there are
undoubtedly other areas. But all I have got to do is to look at tele-
vision to see that people know that, because you will see some
worker losing his job up there in Detroit, and. they will ask him on
television, ‘“‘Well, are you going to stick around here and hope that
after a while there will be another employment.opportunity, or are

ou gOi't[l'ﬁ to move?” And he will say, “I'm going to go down to
exas. They tell me there are some jobs down there.” Well, the
Labor Department ought to be in the position to tell him for a cer-
tainty that there are jobs down there, who the employer is, and
what skill he is going to have to have if he is going to be employed.

Mr..Lewis. Senator, in addition to the operating mechanisms I
described, we also have area labor market information that would
provide that kind of planning information. An illustration would be
the Occupations in Demand Bulletin, which is published periodical-
ly by the Department, that lists occupations, wage rates and geo-
(gi-raphic areas where some unfilled job openings have existed for 30

ays or more. There are numerous other things that we could
submit for the record. : : .

Senator Long. Well, there ought to be ways that we could obtain
the cooperation of employers. Now, sometimes employers. don’t
trust these Government training programs, and maybe we ought to
work it out so that the programs that we have are programs that
they themselves helped to supervise so that they are satisfied that
this worker will be qualified when they take him on.

But one way or the other, for a displaced worker, if there is a job
anywhere in America that that fellow could hold, we ought to try
to see that he is pointed toward that job and that the training
money is used to train him for that job, not for some job that
doesn’t exist but a job that does exist. .

I just wondered to what extent this program has been sharpened
to where it actually targets the job and directs the worker toward
that job, and also contacts the employer to say we are.training a
man up here, wherever, in Detroit or. wherever, or we are sending
a man from Detroit to Texas that we hope to train for that particu-
lar job or for any job of that sort. . o ‘

I just want to know to what degree this program has managed to
make that progress to the point that you've got the man training
for “a” job, a particular fob, or a type of job for which there is an
opening at a particular place. - .

Mr. LEwis. Well, Senator, I almost have to resort to repeating
myself. We agree with the objective that you state and feel that
mechanisms are in place, that we would have a reasonable oppor-
tunity of achieving that objective.

Senator Lona. All right.
~ Senator DANFORTH. Senator Dole.

“Senator DoLE. Well, I have a statement I would like to make a
part of the record. , : T ‘ ,
[The prepared statement follows:]

STATEMENT OF SeNATOR Bos DoLe

Mr. Chairman, in the several years the trade adjustment assistance p
has received a quite a bit of attention. As its cost started to raise a number of Mem-
bers of the Congress wanted to know if the program was really working. The Gener-

N




22

al Accounting Office examined the trade adjustment assistance program in 1980 and
concluded it was not working. GAO recommended that a number of changes be
made to return the program to its original purpose—adjustment.

Many of these changes were enacted into law this past summer. In considering
these chang:s this committee, and_the Senate as a whole understood that the pro-
gram was changed from one which would simply provide concurrent unem-
ployment benefits to a program which would more strongly emphasize retraining
unemployed workers. Mr. Chairman, largely as a result of your efforts and those of
some of our colleagues in this committee the Senate amended the continuing resolu-
tion to add $50 million in training funds. I supported this because I also think that
retraining workers so they can adjust to new economic conditions is the primary

purpose of this program.
Several of our colleagues in the Senate questioned the addition of these funds,

however, because they did not believe that the money would be well spent. They
argued that there are no adequate plans for ensuring that the training is slequate
and that workers are retrained for jobs which actually exist or will be created. This
hearing will provide the opportunity for a number of these criticisms and questions
to be raised and resolved. If the retraining program works or can be made to work
then it should be funded. If it doesn’t work and cannot be made to work then we

must look for an alternative approach.

Senator DoLE. I assume that the chairman may already have ad-
dressed some questions to Mr. Lewis. If not, there are a number of
questions I would like to submit to Mr. Lewis and have him furnish
responses for the record, because we need to find out what'’s left of
this program and whether or not it is working.

There is a lot of criticism of the program, that it isn’t truly an
adjustment program and is just another unemployment benefit pro-
gram. And so, in the last battle on the continuing resolution there
was an amendment offered to add. fil;;st a hundred, but finally $50
million, for retraining. Some feel that money is not being well
spent or would not be well spent. So if those questions have not
been asked, then I would hope that you might furnish responses to
those questions. :

Mr. Lewis. We would be happy to do that, sir.

[The information follows:]
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RESPONSES TO QUESTIONS SUBMITTED BY
SENATOR DO

1. Question

what caused the recent dramatic drop in the number
of petitions filed?

Answer

There had been a steady growth in petition filing

from the beginning of the program until 1980 when

the inflow of petitions exploded, reaching a monthly
peak of about 800 in August. There has been a signifi-
cant decline since August, 1980 and for the past seven
months the inflow has remained below 80 per month,

The petitioning activity in 1980 averaged 445 per

month compared with the previous high rate of 176

per month in 1979. 1980 was an aberration and dominated
by the downturn in the auto industry, including its
supplier industries.

It is not clear what has led to the recent low rate

of petitioning. Among the likely causes is the misper-
ception by some that the program has been abolished

or the view held by others that benefit levels have
been so significantly reduced as to raise a question

as to the purpose of filing a petition. The fairly
high rate of petition denials may also be a factor,

as may the long time it is taking the Department to
make its determinations because of the backlog of

more than 1100 petitions,

Question

Wwhat caused the recent drop in the percentage of peti-
tioners certified as eligible?

Answer -
In the first four years of the program over 40 percent

of the case determinations were certifications. This
rate fell to 29 percent in 1980 and to about 9 percent

in 1981, The low rate of certifications in 1981 reflects
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a number of developments. First, many cases involve
components or services provided by independent companies
to the automobile industry. 1In the vast majority

of cases these kinds of petitions cannot be certified
because of the restrictive language of the law. Second,
most of the auto assembly and related facilities owned
by U.S. automakers are already covered by certifications.
The impact of increased auto imports was largely felt

in 1979 and 1980. Third, at least until recently,

steel imports in most categories were not increasing.
Last, in the areas of footwear and apparel, industries
which featured numerous certifications in earlier

years, where the investigation indicated decreased
production the Department could not importantly associate
it with increased imports. 1In many cases domestic
shipments in the industry overall were up. It is
impossible to predict whether this recent low rate

of certifications will continue over the months ahead.

Question

Are TAA training programs administered by the states?
What type of review or overview is performed by the
Department of Labor to ensure that the training programs
are administered properly?

Answer

The answer to the first part of this question is yes.
State Employment Security Agencies administer all
aspects of the Trade Adjustment Assistance (TAA) program
through agreements with the Secretary of Labor. With
respect to the second part, the Department of labor

has developed a review guide covering the delivery

of employability services offered under the Trade

Act of 1974. The guide is for use of Federal staff

in our regional offices and contains the basic materials
required for conduacting a review of State agencies'
delivery of employability services to trade impacted
workers. Each activity question in the guide is keyed
to Federal regulations and administrative directives.
DOL staff is in the process of updating the review
guide to encompass the 1981 amendments to the TAA
program. Despite budgetary constraints we plan to

have reviews conducted in several key states to insure
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effective implementation and administration of the
new amendments. '

Question

What type of training do most beneficiaries get?

How good is this training? What is the success ratio
of people who have completed training getting jobs

in the occupation they have been retrained for?

Answer

TRA recipients are most frequently trained in:

Electronics Key Purch Operator
) Welding Diesel Mechanic
Bookkeeping Accounting

Licensed Practical Nurse Appliance Repair

Secretarial & Related Electronics Technician

Wireman Industrial Technician

Auto Mechanic Small Engine Mechanic

Auto_Body Repair Cosmetologist

Computer Technician Barber »

Machinist Heat & Air Conditioning
Mechanic

- The training has generally been effective because
it has been vocationally oriented toward occupatiqnal
categories which have been deemed as having good employ-

-ment prospects, whether of a technical or professional

nature. Such training has been certified by State
Vocational Education Departments as meeting their

high requirements and standards to provide—the workers
with the skills and knowledge needed to perform the
job satisfactorily and subsequently secure employment.
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- While we cannot identify the extent to which retrained
workers enter non-adversely affected employment, we

do know that of the 15,793 workers who completed training
during the life of the program through June 1981,

3,474, or 22 percent were placed in jobs by State
Employment Security Agencies. 1In addition, many more
were placed in jobs through their training facilities.

Question

Is on-the-job training the most successful type of
retraining? How can we encourage more such training?

Answer

The Department of Labor generally considers on-the-

" job training in the public or private sector to be

relatively more successful than other types of training
because it is less expensive and a worker is job attached
and engaged in productive work while learning the
particular skills and knowledge required to perform

the job satisfactorily. Upon completion of the training,
the worker is more likely to continue to be employed

ag a permanent member of the work force. The Congress,
in amending the Trade Act of 1974, recognized this

fact and placed emphasis and priority on providing
training first through on-the-job training, whenever
possible.

Current statistics indicate that five out of every

six jobs in the American economic system are in the
private sector. The DOL position is that training

of this nature can be increased by encouraging private
sector employers to take the initiative in providing
on-the-job training programs for occupational shortages
in their. industries.

As an inducement for participation of the private
sector, the Congress may want to consider approving
tax break incentives to employers who provide this
type of training in their industries. :
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6. Question -

Did the Department of Labor ever look into the possibil-~
ity of using the training _facilities and expertise
which presently exist in the armed services as a means
of retraining TRA recipients?

Answer

On occasion, the local national guard facilities have
. been used to supplement training needs on a local
or community basis. 1In an attempt to utilize the
training facilities, expertise, and resources of the
armed services, a special task group of Department
of Labor and Department of Defense staff is presently
participating in a joint effort to develop cross walks
between civilian and military occupations which could
eventually lead to this kind of cooperative training
endeavor. However, local occupational needs do not
necessarily coincide with those for which the military
could provide training. .

Senator DANFORTH. Let me just ask you one more question, Mr.
Lewis. When the administration decided that it was going to em-
- phasize training and substantially reduce the benefit portion of the
ax;)gram, it did so with a view toward trying to reduce the cost of
vernment. Isn’t that correct?

Mr. Lewis. That was one of several objectives.

Senator DANFORTH. Wasn’t that the principal one?

Mr. Lewis. There were several others, one being an equity ques-
tion. It was felt with the very, very high benefit level afforded
under the prior program it was difficult for other unemployed
workers in a State to understand why they were receiving benefits

- equal to possibly half of that. .
Senator DANFORTH. With respect to the training part of the pro-
Mgre_\m, there wasn’t an effort, or was there, to add that to create a
at program? That part was put together with a view toward the
general constraints of the Federal budget, wasn't it?
~ Mr, LEwis. The training, the original $112 million estimated, was
thought to be a faifly rich program for the number of persons we
- .thought would be drawing benefits, particularly compared with the
history of the program.

Senator DANFORTH. But the object wasn’t just to repeat history;
the object was to shift in the direction of the program.

Mr. Lewis. Yes, it clearly was. :

Senator DANFORTH. And -are you telling me that the administra-

“"tion wanted to put together a fairly rich retraining program?

Mr. Lewis. Yes, if you look at the past.

Senator DANFORTH. But we are not looking at the past; we are
saying we are going to shift the course of the trade adjustment pro-

gram. -
thaIr. Lewis. The training, clearly, the $98 million which the Sec-
retary—— R : ‘

Senator DANFORTH. A hundred and twelve it was, originally.

Mr. Lewis. Well, originally 112,

-
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Senaztgr DanrorTH. Then it got to 98, then it got to 50, then it
got to 25. ‘

Mr. Lewis. The 98 was consistent with the 12-percent reductions
that were applied across the board, but a high of $16 million in any
1 year is the experience. o

Senator DANFORTH. Mr. Lewis, I am not talking about the experi-
ence; I am talking about what is happening to trade ac?ustment as-
sistance. It is my understanding that the position of the adminis-
tration is to change the emphasis of the program, to deemphasize
benefits and to emphasize training, so I say “new emphasis’” on
training. Is that correct? ; '

Mr. Lewis. That’s correct. And I would say that of the original
estimate of $350 million, having practically a third of that for
txilainiisng and relocation and job search is a decided shift in em-
phasis.

Senator DANFORTH. Yes. But suddenly, or not so suddenly but
over a period of a half of the {ear, that's been whittled away and
}t’s n%yv down to about $25 million. We thought we would lose it all

or a time.

Mr. LEwis. The administration’s request has not changed.

Senator DANFORTH. The administration’s request is what?

Mr. Lewis. $98.6 million. : -

Senator DANFORTH. It is $98.6 million?

Mr. LEwis. Right. . )

Senator DANFORTH. Is it the position of the administration that
$98.6 million is an amount which is important to carry out the
administration’s new trade adjustment program, which in the ag-
gregate substantially reduces the cost of the program from what
was the projected figure?
tinMr. Itzcwm. The administration sees that as important and con-

ues to.

Senator DANFORTH. And it's a necessary componernt, is it not?

Mr. LEwis. It is.

Senator DANFORTH. Of the stripped-down program?

Mr. Lewis. It is.

Senator DANFORTH. Is it fair to say that if we were to gut that
replacement part of the program, we would do violence to the ag-
gregatg, total administration program which was intended to save
money'

Mr. LEwis. I would say that the training is a critical part of the
shift in emphasis. There is no particular magic about the $98.6 mil-
lion, but something far in substantial increase above historical out-
lays for training would be necessary in order to achieve that.

Senator DANFORTH. Well, it would approximate what the admin-
istration asked for; wouldn’t it? .

Mr. Lewis. That'’s right.

Senator DANFORTH. Yes.

Mr. LEwis. Yes. .

Senator DoLE. Well—you say there is no magic in that figure—
you Srobably’couldn’t spend $98.6 million, could you? Wisely, if you
could spend it. We are trying to avoid some of that spending, if it
can't be done wisely. :

Mr. Lewis. As the dyear progresses, it would become more and .
more difficult to spend it. And right now, as you know, no training
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18 place because there are no funds in the current continu-
resolution. , - -

- Senator DANFORTH. Mr. Lewis, on the substantial cause issue,
given what we have already done, would the administration fight
to the death if we tried to keep the current standard through the
end of fiscal year 1983? Would you just go to the mat?

Mr. Lewis. I don’t know that I could attach myself to the dra-
- matic language you used, Senator.

Senator DANFORTH. Isn’t it reasonable to say that given.the sav-
ings on the Jprogram already, if we were to keep the “contribute
importantly” language as is for the next, not quite, 2 years, it
would not exactly cause people in the administration to stay up
late at night to enforce it? :

Mr. Lewis. It could, but I believe the administration would con-
tinue to op: that. .

Senator DANForRTH. Well, they might oppose it, but it wouldn’t
cause great agony; would it?

Mr. Lewis. Where it fits in an array of total concerns would be
difficult for me to say. :
~ Senator DANFOrRTH. Would you stay awake at night with re-
morse? Could I say that an administration spokesman told me that
he would not stay awake at night with remorse?

Mr. LEwis. I stay awake at night for a number of things. That
could well be one of them. {Laughter.]

Senator DANFORTH. But not necessarily?

Mr. Lewis. It could contribute importantly. [Laughter.]

Senator DANFORTH. All right.

Mr. Lewis, could {ou stay around for a few minutes?

Mr. Lewis. I would be happy to. _

Senator DANFORTH. Because I think Senator Moynihan is
coming. ~,

Senator DoLk. He has some friendly questions.

Senator DANFORTH. Yes, friendly questions.

The next witness is Alan Wolff, formerly Deputy STR.

Mr. WoLrr. Mr. Chairman.

Senator DANFORTH. Good morning.

STATEMENT OF ALAN WOLFF, FORMER DEPUTY U.S. TRADE
o REPRESENTATIVE, WASHINGTON, D.C.

Ml:t Worrr. Good morning. I will summarize my remarks, if I
might.
ag;ilaud fw,'our efforts, Mr. Chairman, to extend the period of ap-
plicability ot the provisions governing eligibility for trade adjust-
ment assistance. I think it is important for there to be some time
to think about what sort of program the country ought to have and
not to cut it back even further at this time. To cut back the pro-
gram drastically is terribly shortsighted. It is wrong in terms of
what was promised to American labor; it is wrong in terms of equi-
table treatment of workers; and it is wrong in terms of our nation-
al interest in maintaining a liberal, outward-looking trade policy.
The program is far from perfect. It is reactive rather than antici-
gatory. I think there is an insufficient em‘&l;asis on training, insuf- -
cient emphasis on aid in relocation. The German Government has

@9-5110-862-3 -
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a national jobs register. We do nothing to help assist people to find
jobs in other areas of the country where they may exist. We have
an educational system that is not geared to our job market, so
that—on the highest level of skills—we graduate half as many elec-
trical engineers each year, while the Japanese, with half the popu-
lation, graduate twice as many. And that goes right down to the
skilled production line worker. :

The key cglgstion that will be coming up is what to do, as you
mentioned this morning, with the tens of thousands of automobile
workers who will not be rehired, due in part to automation and a
change in buﬁl‘ng habits of the American ple. But the key pur-
pose for which I have been asked to come here this morning is not
to testify as to what the shape of a program should be but rather
what does it mean to trade policy in this country if we do not have
a major trade adjustment assistance program? I was asked to come
here because of my experience in dealing with trade legislation
gg%e 1969, including most recently the Trade Agreements Act of

In my view trade adjustment assistance is absolutely essential to
maintaining a domestic political consensus in favor of maintaining
a liberal trading system. The liberal trading community is too
quick to forget the bargains that were struck in order to achieve a
major reduction in tariffs—down from 60 percent average tariffs in
the 1930’s. The industries, firms, and workers who suffered from
import competition were promised, first of all, a working escape
clause—that relief would be granted unless the President deter-
mined it was not in the national interest to do so. Despite it's pres-
~ ence in the law, that is not the presumption that is applied by most
administrations. The opposite presumption is in fact applied,
nalxp?ly having to show that it is in the national interest to provide
relief.

The second part of the bargain was trade adjustment assistance
introduced two decades ago into U.S. law. And what is being done
currently by this administration threatens to undermine further
the already uneasy domestic political consensus which permits the
continued efforts of this country toward trade liberalization.

The trade adjustment assistance program is designed to serve
two purposes: To compensate those who have lost their jobs and to
facilite adjustment, relocating, and retraining workers for better
employment opportunities. '

I spoke, in preparation for this testimony, with John Rehm, who
was the first General Counsel of the first Office of the Special
Trade Re‘?resentative, and before that, when the Trade Expansion
Act of 1962 was before the Congress, was responsible for the admin-
istration for the contents of that legislation. He told me that the
administration clearly regarded as a moral obligation keeping
trade adjustment assistance in the bill, despite the opposition
which developed to the program. The same arguments you hear
today were made 20 years ago. Congressman Byrnes, the ranking
Republican of House Ways and Means at the time, said, “Why
prefer trade dislocated workers, import impacted workers, over
other kinds of workers?” There are a variety of answers to this
question, one of them being that it is important to national policy

i
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to have an open trading system, and some workers will bear the
_cost of that policly. -

In return for labor’s support the administration got authority to
cut tariffs by 50 percent and to go to zero tariffs on any product
that an enlarged European Community would also go to zero on.
This was exceptional authority at the time. And that bill contained
~ trade adjustment assistance. -

Three arguments were made in favor of trade adjustment assist-
ance at the time: That it was igxiportant to gain labor’s support of a
- liberal trade policy, that the Federal Government was morally obli-
gated to provide this form of assistance for the adjustment that
would be necessitated by trade liberalization, and that the cost of
the program would be more than offset by advantages stemmin

from the new policy. George Meany said before House Ways an

Means at the time, “Adequate assistance or relief for those ad-
versely affected by imports is essential if the American labor move-
ment is to continue its support for a liberal trade policy.” I have
included a number of quotations in my written statement from the
Secretary of Labor and the Secretary-of Commerce, who were testi-
fying at the time, as well as the summini u‘f that Ways and Means
R‘l}llt in its report on why the committee had adopted this program.

e report stated: “Great as the employment benefit is expected to
be from expanded trade, our interests as a nation and those of the
American worker require attention to the situation of those work-
ers who will be displaced, even though their number may be small
compared to the labor force as a whole. Their displacement would
, be the price of the national gain from expanded trade, and in those
* cases where it would be inappropriate to assist those workers and
their employers by increasing tariffs or otherwise restricting im-
ports, they should be helped to adjust to the new international
competition to become able to enjoy its benefits themselves.”

Now, as you know, the program didn’t work for quite a number
of years. No group of workers was certified for the first 7 years
until the criteria for access to the program were administratively
relaxed. Thereafter, 47,000 workers were certified over the 5 years
from 1969 to 1974. Now this administration, is apparently reversing
that trend by administratively tighbenieleg the program so that very
few workers are currently being certified. -

To sum up: Our trade objectives in this country do not vary now
from what they were in 1962, 1974, and 1979. To be sure labor has
ceased to support trade liberalization in general, without asking
questions. But labor is there in support of balanced agreements
when they can be shown to be balanced. The Trade Agreements
Act of 1979 would not have passed by 395 to 7 in the House and 91
to 4 in the Senate, had labor been opposed. :

Trade adjustment assistance was promised to labor as part of the
price for the United States reducing its trade barriers on a reci87ro-
cal basis. When labor last supported trade agreements in 1979,
some 700,000 workers had been certified under the program; so or-
ganized labor had a right to assume that that program would con-
tinue. The program is a significant factor in retaining labor’s sup-
port of the basic thrust of opening markets abroad and maintain-
ing an o¥en trading system, and I would not regard labor’s role as
to be of no consequence. Labor quite successfully, as- Evelyn
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Dubrow can testify here, managed to take textiles out of the trade
negotiations in 1978. Labor cannot be discounted as a force in the
shaping of this Nation’s trade policy. B

Finally, I would say enlightened national interest dictates the

same course of action today as it did in 1962, that is to providea

program that will help facilitate adjustment and promote the open-
ness to trade.

Thank you, Mr. Chairman.

[The prepared statement follows:]
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of

Alan Wm. Wolff
Partner,

Verner, Liipfert, Bernhard & McPherson

Mr. Chairman:

My name is Alan Wolff,

I am a trade lawyer who has worked with the Congress
and the Executive Braﬁch over the last twelve years in
fashioning trade legislation. My first experience in the
field was as a Treasury lawyer, participating in the draft-
ing of the President's trade bill in 1969, and then the
Mills bill in 1970. In 1973, I served as principal drafts-
man of the Administration's proposed "Trgde Reform Act" and
lived for two years with the House Ways gnd Means and
Senate Finance Committees (as Deputy General Counsel and
then Generai Counsel of the Office of the Special /Trade
Representative) working out the language and compromises
that became the Trade Act of 1974. Most recently, as Deputy
Special Trade Representative (STR) under Robert Strauss, I
spent months with the two trade committees of Congress
working on the legislation which was enacted as the Trade
Agreements Act of 1979.

While, as ﬁ;puty STR, I was nominally (by statute)
chairman of thé Trade Adjustment Assistance Coordinating
Committee, this was an activity left unfunded and therefore
unstaffed by decision of the Office of Management and
Budget. Thus, I have not been requested to appear before
you today to testify as an expert on the design and imple-

mentation of trade adjustment assistance programs.
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However my experience has allowed me to understand and
appreciate the important role which an effective trade
adjustment program must play in maintaining the domestic

" political consensus essential for a liberal trading system:.

The liberal trading community is remarkably forgetful
of the political foundation of our open trade policies.
First and foremost, there is the escape clause. A consis-
tent part of our international trade agreements since the
Second World War, itvis the international recognition of the
pledge implicit in our domestic trade legislation--namely,
that while we will eliminate all barriers to imports, if a
domestic industry suffers injury, ;he President will grant
it temporary relief from imports unless it is not in the
national interest to do so. -

In fact, in government decision-making”the presumption
in the law is ignored, and the opposite bne applied. There
is a burden of proof to show that it is in the national
interest to grant relief. While ;bfs may be a better eco-
nomic policy in the short run, it is a betrayal of the
bargain- underlying U.S. support for a liberal world tradiné
system. In the long run, breaking this pledge may result in
the loss of what free-traders seek most to preserve. ‘

A sécond part of the bargaiﬁ\struck for trade liberali-
zation was the introduction of Trade Adjustment Assistance

into law two decades ago. My concern in appearing before
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- this Subcommittee is that the amendments made to the Trade
Adjustment Assistance (TAA) program this year threaten to
undermin; further the already uneasy domestic political
consensus which permits the continued efforts of this
country toward trade liberalization.

I believe that there is a basic domestic consensus.
favoring the opening of the world's markets, and that this
consensus includes organized labor. This is true despite
the trade reéolutions concerning international trade adopted
at the recent AFL-CIO Convention, which endorse increased
trade restrictions for steel and automobiles. Labor's view
}s internationalist, but it has little use for experimen-
tation with theories of free trade, while economies abroad
functioning with different economic precepts appear to
frustrate U.S. exports while providing sharp import compe-
tition here resulting in lost American jobs. If it can be
shown that bai;ncgd agreements can be negotiated, some
unions will actively support passage of those agreements,

. while, by~and-large, others will at least control their
skepticism and not work against Congressional approval of
the agreements. o

An important part of the compact with American ‘labor,

which enables the U.S. Goverﬁﬁent.to continue to work for a

more open world trading system, is the maintenance of a

meaningful trade adjustment assistance program. Thus, the
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recent AFL-CIO Convention also called for the restoration of
assistance provided by_the TAA program as it existed by
virtue of the Trade Reform Act of 1974.

This program was designed to serve two purposes--it was
to compensate those who lost their jobs so that the nation
could benefit from increased international trade, and it was
to facilitate adjustment, relocating and training workers
fof'better emp{gyment opportunities. One can argue about how
best to shape the program, or whether compensation or
adjustment is to be a preferred objective, but it is polit-
ical fact that an effective adjustment assistance program
adds support for a balanced liberal trade policy. Removal
of that program can only accellerate the deterioration of
domestic support for a liberal world trading system.

TAA (Trade Adjustment Assistance) was an essential part
of a bargain struck with labor to enable the President to
receive the Congressional delegations of authority and
approval necessary to negotiate and implement international
trade agreements. This conclusion emerges from the record
of major tfade'legislation running back over two decades,
despite tﬁe vastly different economic circumstances of the
beginning of this period. )

While it cannot be said with assurance that the in-
clusion of TAA bought labor's support for the 1962 trade

act, those managing the bill for the Administration (such

/_‘—-—
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as John Rehm, later the first General Counsel of the new u
Special Trade kepresentative's office) state that the
Administration regarded keeping the adjustment assistance
program as a moral obligation to labor for its support for
the bill. This was the case even though in 1962 organized
labor was still strongly in favor of the free movement of
goods across borders. The United States was the doﬁinant
national economy in the world, American trade surpluses were
to be expected, the fixed-rate international mohetary system
worked. However, the authority being requested was for a
massive round of tariff negotiations under the auspices of
the GATT. Fifty percent gariff cuts were authorized, with
tariff elimination allowed if a Europe that included the
U.K. agreed to match the U.S.' action.. With the support of _
organized labor, the necessary authority, the Trade Expan-
sion Act of 1962 was enacted.

Thus, it was more than a coincidence, that this Act
also contained an important legislative innovation--a pro;
gram of adjustment assistance for workers and firms injured

- orx threaféned wifh injury from import competition. The Act
~provided for supplemental unemployment benefits, retraining
and placement sefvices, and relocation allowances for work-
ers. And for the eligible firms it offered loans or loan
guarantees, technical assistance and tax relief.

Labor wanted a workable preferred alternative to the
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imposition of import restrictions, which it felt in any
event might be difficult as a practicai matter (with lack of
resources and access to tﬁé facts) for unions to obtain.

The trade adjustment assistance provisions of the Trade
Expansion Act of 1962 were a natural application of the
well-known principle of welfare economics that any govern-
ment policy, presumed to be of net benefit to the nation as
a whole, should not impose disprdBortionate costs on certa@n
segments of the population. The goéernment shouid offer
compensation to those who might otherwise suffer from the
imposition of its policies. This was essentially the argu--
ment made by organized labor concerning the potential
effects of trade liberalization on the economic well-being
of the workers they represented. The Administration and the
C9ngress accepted this argument and the concept of trade
adjustment assistance was included in the legislation. The
adjustment assistance provisions of the Trade Expansion Act
were crucial in enlistiﬁg the support of organized labor for
its passage.

A review gf the legislative history of the Trade Expan-
sion Act of 1962 indicates that three arguments were
emphasized in favor of adoption of the Trade Adjustment
Assistance program. These ara (1) that adjustment assis-
tance was ;mpgrtaﬁt to labor's support of a I}beral trade

policy; (2) that the federal government was morally
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- obligated to provide this form of assistance because of the
projected scope of the economic adjustment necessitated by
the trade liberalization envisaged, and (3) that the cost of
the program would be more than offset by advantages stemming
from the new, liberalized policy.

In his testimony before the House Ways and Means Com-
mittee, AFL-CIO President George Meany quoted a then recent
AFL~-CIO convention resolut;on:

"Adequate assistance or relief for those adversely
affected by imports is essential if the American
labhor movement is to continue its support for a
liberal trade policy."

A secoﬁd theme was the government's moral obligation to
assist workers and firms. In his testimony concerning the
original bill, then Secretary of Labor Goldberg stated:

"...in a democratic country such as ours, which
concerns itself with the individual, if, as a
result of our national decision that will benefit
the country, individuals, workers, employers are
adversely affected, then it is the proper concern
of the government to do something about it. . . .
Here we have a national decision, and if Congress
decided that the national decision is sound for
the reasons we are all advancing in the interests
of the country as a whole, in the interests of its
growth, in the interests of employment, and some
people are affected, then we say there is a nat-
ional responsibility .to do something about it for
those people and those firms that are involved."

Goldberg pointed out that the existing system of tariffs and
import restraints had resulted in subsidization of ineffi-

cient U.S. producers and in an inability of some U.S.
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producers and workers to adjust to the changing patterns of
international trade. Adjustment assistance was the proposed

response. -~

In his testimony before the Ways and Means Committee,
then Secretary of Commerce Luther H. Hodges indicated that
an important source of the government's obligation to pro-
vide assistance was the economic dislocation which would be
caused by trade liberalization:

"While I do not think any firm or group of
workers should have a proprietary interest in
the continuance of a government policy, I do_
think that where individual firms and groups
of workers have enjoyed many years of tariff
protection, then the government has a duty to
help in the adjustment . . . . Where it is
in the national interest to remove the tariff
protection around these industries, it should
also be the national duty to help those indi-
vidual firms and workers who do not have
resources to make the necessary adjustment."

Finally, the legislative higfory indicates that the
cost of the program would be insignificant relative to the
benefits tb be gained from trade liberalization. During the
original hearings, Secreta;;‘coldberg estimated that over
the subsequent five years, approximately 90,000 workers

would be eligible for assistance. He went on to emphasize,

however, that:

"This is a relatively small number...and...it
would be more than offset, much more than offset,
by the number of jobs which would be created by
‘the expansion of our export trade as a result of
adopting liberal trade policies."
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This idea was perhaps most succinctly expressed by the

-. Committee on Ways and Means in its report on’ the bill:
"Great as the employment benefit is expected to be
from expanded trade, our interests as a nation and
those of the American worker require attention to
the situation of those workers who will be
displaced-~-even though their number may be small
compared with the labor force as a whole. Their
displacement will be the price of the national N
gain from expanded trade and in those cases where
it would be inapproprxate to assist these workers
and their employers by increasing tariffs or
otherwise restricting imports, they should be
helped to adjust to the new international
competxtion--to become able to enjoy its benefits
themselves."

The concept of trade adjustment assistance was hlso
applied shortly thereafter to trade in automotive products
between the United States and Canada. The Automotive PRro-
jects Trade Act of 1965 provided for free trade in auto-
motive products between the United States and Canada. While
the agreement received widespread support from U.S. auto-
mobile producers, the support of the United Automobile
Workers was conditioned on more liberal eligibility criteria
for adjustment assistance than those of the Trade Expahsion
Act and on bypassing the Tariff Commission in the deter-
minatioh of eligibility.

The reason the UAW sought and obtained more liberal
eligibility criteria was that the criteria in the Trade
Expansion Act proved in practice to be impossible to meet.
Tﬁé 1962"Tegislation applied criteria for access to escape

clause relief which were muéh more difficult to satisfy and
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prescribed equally rigorous standards for eligibility for
adjustment assistance. The result proved to be a cumbersome
and ineffectual form of adjustment assistance. When a group
of wd;kers applied for TAA they had to show (1) that trade
concessions had caused increased imports; (2) that increased
imports had caused unemployment or underemployment; and (3)
that increased imports were the "major" cause of such dislo-
cation. Until November 1969, no group of workers was certi-
fied. From then on, during the last five years of the Act's
existence after the criteria were somewhat relaxed by =
administrative interpretation, only 47,000 workers received
benefits. Thus the trade adjustment assistance program of
the 1962 Trade Expansion Act, to which the labor movement
had assigned‘so much importance, turned out to be an abysmal
failure. _

In the meantime imports increased dramatically in the
latter half of the 19608 because of an overvalued dollar and
strong competition from new sources of supply. The rapid
growth of imports, along with the lack of delivery of TAA
benefits, resulted in increasing resistance to trade lib-
eralization by the labor movement, culminating in efforts to
pass first the Mills bill in 1970 and then the Burke-Hartke
bill in 1972. While organized labor was unsuccessful in
getting trade restrictive legislation passed, many members

of Congress were sensitized to the costs of trade-induced
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economic dislocation and this played an important part ‘in
causing the adjustment assistance program to be improved
substantially in the Trade Reform Act of 1974.

While the trade reform bill presented by the -Nixon
Administration to Congress in early 1973 proposed a cur-
tailment of the adjustment assistance progr;m by eliminating
adjustment assistance for firms and limiting benefits for
most workers, this position was rejected by the Congress.
The House Ways and Means Committee and the Senate Finance
Committee rewrote the(adjustmqnt‘assistance provisions of
the Act. The criteria for adjustment assistance were lib-
eralized and responsibility for determining eligibility for
assistance was assigned to the~Department of Labor (for
workers) and the Departﬁent of Commerce (for firms). 1In
addition the level of benefits was substantially raised and
a program of adjustment assistance to communities was
established. )

Organized labor was not entirely pleased with the
changes made concerning adjustment assistance in“the Trade
Reform Act of 1974, but it did view the bill as a substan-
tial improvement over the provisions in the Trade Expansion
Act of 1962. Again, it is important to emphasize the role
of trade adjustment assistance in ameliorating the effects
of trade liberalization in thié country. The Congress, in

passing the Trade Reform Act of 1974, clearly recognized
1 -
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that trade liberalization indeed imposed-costs in terms of
the movement~of labor and capital out of affected import-
competing industries and that the economy as a whole should
bear some of the costs involved. -The labor movement, for
its part, viewed the provision of trade adjustment assis-
tance as a vital component of U.S. trade legislation to
relieve the human costs of trade liberalization as a matter
of fairness.

After 1974, the number of workers assisted by trade
adjustment assistance grew due to the changes in the eligi—A
bility criteria made in the 1974 Act. Through July, 1979,
the new program had assisted 481,476 workers and the cumu-
lative cost of the program reached $765.4 million. This was
at a time when U.S. trade was rapidly expandiné and nego-
tiations were proceeding for a new round of trade liberal-
izing measures in the Multilateral Trade Negotiations (MTN).
From 1974 to 1979 U.S. exports increased in value at an
annual average rate of 21% a year while imports expanded by
a;ggst 27% a year, largely due to the rapid increase in the
cost of oil imports. Labor's concerns about the economic
dislocation and job los; from imports continued, but there
also developed on labor's part a new awareness with respect

\Eo the job opportunities provided by increased exports.
This was especially evident in labor's participation in the

MTN private sector advisory process and the strong support
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” of many uﬁions for the codes on non-tariff barriers which
would help open up overseas markets for U.S. exports.

While no changes were made in the trade adjustment
assistance. program with the passage of the Trade Agreements
Act of 1972i\1 do not think thgt it is an exaggeration to
state that the labor movement's tacit acceptance of further
trade liberalizing legislation was founded in part on the
assumption that the trade adjﬁétment assistance program

“would continue. The remarkable thing about the Trade
Agreements Act of 1979 is that the Congress accepted by an
overwvhelming majority the results of a major trade nego-
" -tiation. Even if one ¢oes not view labor as being a @omi—
nant force in deciding the fate of trade legislation, a
395 - 7 House vote and a 91 - 4 Senate vote would be incon-
ceivable had labor actually opposSed the legislation.
‘Rudget pressures have now resulted in drastic cut-backs
‘in the Trade Adjustment Assistance program. The program had
by FY 1980 reached an annual level of expenditure of $1.5
billion. Changes were made this year (in the Budget Recoﬁl
ciliation Act gf 1981) to reduce outlays primarily by reduc-
ing the benefit levels and the length of time during which
individual workers could receive benefits. Perhaps th; most
significant change, according to many observers, is the
amendment to section 222(3) which replaces the causal cri-

terion that imports "contributed importantly to" with

89-511 0 - 82 ~ 4 T
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imports being "a substantial cause of" unemployment. The
term "substantial cause" means a cause which is important
and not less than any other cause. This change Yepresents a
supstantial tightening of the eligibility criteria for trade
adjustment assistance. The Administration expects'hhatﬂthe
; .
changes will result in a significantly sma%iﬁr number of
workers being certified under the program. This expectation
is reflected in the Administration's budget request of only
$238 million for adjustment assistance payments and $98.6
million for the funding of training, job search and relo-
cation efforts for FY 1982,
The labor moVement perceives that the Government, in
~
making these changes in TAA, reneged on its commitment to
provide assistance for those workers and firms who exper~
ience trade-induced economic dislocation. Wilber Daniels,
Executive Vice President of the International Ladies' Gar-
ment Workers Union, in his testimony before the House Ways
and Means Committee, stated that:
", ..the trade adjustment assistance programs were
initiated over fifteen years ago to assure that no
one segment of our society should suffer an unfair
burden for the general benefit we all derive from
a liberal and open trade policy.
.../I/t is inconceivable that the federal gov-
ernment should now renege on its obligation to
— give special protection to those whose import-
caused unemployment "is the result of government
trade policies. The government was able, in part,

to win Congressional and public acceptance of its
policies to promote freer international trade by
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- ~
agreeing to protection of domestic industries and
- workers through the program of special assistance
provided by the Trade Acts of 1962 and 1974."
The Government needs to _give serious consideration to
"~ the political implications of substantially withdrawing
trade adjustment assistance. Historically the government
has offered domestic workers two means of addressing the
édjuatment costs of increased imports. One is relief under
the escape clause and thevother is trade adjustment assis-
tance. The granéing of import relief is limited. There
is almost an institutional presumption in the Government
against such action, That means that trade adjustment
assistance may often be the only program available to work-
ers to help bear the economic costs associated with a lib-
“eral trading system.

In a time of accelerating international economic
change, due to both a liberal trading system and the pace of
technological innovation, it is short-sighted and counter-
productive to try to do away with trade adjustment assis-
‘tance. Government policies should help encourage the
mobility of resources, not discourage them by doing away
with this program. The lack of an effective adjustment
program will build pressures opposing economic change rather
than facilitate such change--with some human compassion.

I do not believe that anyone in Congress or the labor

movement or the business community thinks that the TAA
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program contained in the Trade Reform Act of 1974 is per-
fect. There is much room for improvement so that the pro-
gram can more effectively realize its purpose of promoting
economic adjustment while making sure the adjustment costs
do not fall solely on the workers adversely affected~by
imports. Rather than sharply curtailing the program for
short term budget goals, the Congress and the Administration
should work with labor, the academic community and _business
in a cooperative effort to improve the program. In all of
this, the labor movement has an obligation to respond to the
challenge and necessity of helping to improve the adjustment
‘assistance program from which their members benefit.

The value of trade to U.S. political and economic
interests is clear. -The depression of the 1930s showed the
serious harm inflicted by an attempt at economic isolation-
ism. While perhaps not causing the.éreat depression, the
Smoot-Hawley tariffs certainly contributed to its depth and-
duratign as well as ensuring that it was international in
nature;‘ The U.S. tariffs of over 50% were matched by trade
restrictions in other countries and. by 1932 world trade hadw
fallen to only one-third of its 1929 level and U.S. exports
were a meager $2 billion. Today, with industrial tariffs
averaging only about 5%, our exports exceed $200 billion and
more than 5 million U.S. workers' jobs depend on those
exﬁorts. I am not suggesting that we are in immediate

i
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danger of reverting to the economic isolationism of the
19308, but pressures are building to turn away from trade
liberalization. Clearly restrictive policies were a mistake
a half century ago and would wreak even more economic damage
today at a time when we have a much greater stake in the
international economy.

I believe the U.S. pursuit of trade liberalization over
the last 20 years has been in the economic and political
interests of the Unitéd States. Trade liberalization is
still a deserving objective, provide& thap such liberali-~
zation is a reciprocal process in which our trading partners
fully pa;ticipate. -

However, the process of trade liberalization entails
economic costs as well as benefits. The costs of inter-
national trade are felt most directly by those who lose
their jobs or businesses to import competition, while the
benefits accrue to those who gain employment and business
exgansion through increased exports. This is why domestic
'~ trade policy controversies are generally concerned with
questions of equity, not efficiency. Most economists and
policy makers would agree that the process of trade liber-
alization is likely to move our economy in the direction of
greater economic efficiency. This means that, in an eco-
nomic sense, society as a whole is better off. But "society
as a whole" is an abstraction. In the real political and

social world, society is composed of individuals and ‘groups
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of individuals. Questions of trade policy then ultimately
become questions of social equity. Who within a society”
gains and who loses from government actions to liberalize
trade?

Trade adjustment assistance is meant to assist those
who suffer losses so that society as a whole can benefit
from an open international trading system. .Such assistance
has become an important aspect of maintaining the domestic
political consensus for trade liberalization and an open
international economy. The potential economic costs which
may result from undermining this consensus will dwarf any
short-term budgetary savings which were initially sought.

To sum up:

- I was asked here today primarily to address the quest- -
ion of the importance of adj;stment assistance (TAA) to U.S.
trade policy. I regard it as vital.

TAA was promised to labor as pagf of the price for the
U.S. reducing its trade barriers on a reciprocal basis. For
‘that reason alone, a meaningful program should be retained.

TAA is a significant factor in retaining labor's sup-
port of or acquiescence in the basic thrust of opening
markets that is at the heart of U.S. trade policy. A view
that labor'is oppo§ed to this U.S. objective ig a misleading

oversimplification. Labor's active support for trade
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liberalization coﬁld still ‘be regained if reciprocity abroad
could be assured.
To regard labor's position on trade to be of no consé-
=
quence would be an error, For example, in 1978, labor
successfully obtained overwhelming passage of legislation to -
remove textiles from tracde negotiations, forcing an accomo-
dation to be reached. And, as noted e;rlier, passage by
substantial margins of the Trade Agreements Act of 1979
req&ired some support, and some neutrality, by organized
labor.
Equity arques strongly for a trade adjustment assis- <
tance program--to help alleviate the burden from a few, for .
. the benefit of the many. Some things should be done because
they are right. (This was the secret of Bob Strauss'
success in obtaining passage of the Trade Agreements Act of
1979.) And even if labor were temporarily powerleSs'to affect
trade policy (which I do not believe to be the case), what
would be gained by permanently alienating an entire segment
of our economy. That is not the way our democracy is design-
ed to function, nor is it a way to preserve a domestic politi-
cgi foundation'for~an enlightened foreign economic policy.
Finally, enlightened national self-interest dictates
the same course of action as it did in 1962, only the
circumstances of the world economy tOQay make that course
far more ihportant: It is essential that aajustment~to

change be facilitated and that the existing openness and

R
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fairness of trade be increased, not diminished. Anylsther
course would be suicidal. The sharp curtailment, §nther
than improvement, of the adjustment assistance program
embarks on the wrong course. It increases .the pressures to
turn inward, depriving‘the_Government of a vitally important
tool to deal with the costs attendant to having an open

economy. In these times, we can ill-afford thi. decision. -
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Senator DANFORTH. Mr. Wolff, it is my understanding of your
testimony that the business of gettingoa trade bill such as the 1979
'trarl?ide Agreements Act through the Congress is not an easy under-

ng.

Mr. Wovrr. Not at all.

Chairman DANFoRrTH. That it takes consummate political skill by
consummate politicians such as Bob Strauss to work out the var-
ety of interests that emerge when trade policy is before the Con-

gress.

Mr. Worrr. Exactly.

Senator DANFORTH. And that one of those interests is labor; and
that it is important, in getting Congress to pass a trade bill, to get
labor on board and supportive; and that the way we did that in
1974 and 1979 was through a trade adjustment assistance program
on which labor was counting. )

Mr. Worrr. I think that had we said in 1979 that the program
would be cut back like it has this year, we would not have had that
trade bill. ~ -

Senator DANFORTH. Now, we’ve already cut it back substantially
through linking trade adjustment assistance and unemployment in-
surance. Now, if we were to go beyond that, if we were to say, “All
ri%ht, not only are we doing that but we are going to do a cox:iple of
other things as well. First of all, we are going to change the defini-
tion of who is eligible. We are going to change that definition so
that auto workers would not be eligible. Then we are going to do
another thing. We have told you that we are going to have a sub-
stantial training program as a quid pro quo for the old trade ad- -
{ustment assistance program and that that’s going to be a $112 mil-

ion program. Well, we had our finger crossed when we said that,

and we are now going to cut the cost, of the training program down

from 112 to 98; no, 60; no, 25. In fact, if- you read the paper,

yesterday’s front page, Xou will note that apparently there is a dis-

pute between OMB and the Labor Department on all these train-

i::'ng programs. So maybe it’s going from 112 to zero, for all we
ow.”

Now, do you think that if we were to take that ition, as a
Government, we would be leading with our chin as far as getting _
labor on board for any future trade legislation?

Mr. Wovrr. 1 don’t see that there is any reason that thz labor
movement would have any reason to believe any administration
with respect to future trade liberalization if we don’t deliver the
programs that were put in place as part of the basic package of
trade laws in this county. And one of those programs was trade ad-
justment assistance.

In 19783, the Nixon administration came up here with no pro-
gram of assistance to firms, and they made worker assistance into
a very minor supplement to unemployment benefits, evening out
the State payments. And both trade committees of the Congress
immediately revised that proposal to put into effect the current
trade adjustment assistance program. \

I don’t have a great deal of faith in the current training system.
I think it needs vast improvement. I think the idea of- postponing
for 6 months the effective date of the eligibility criteria makes a lot
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of sense, while people think about exactly what kind of program,
an effective program, can be designed.

Senator DANFORTH. Senator Long.

Senator LoNG. You are now here as a private citizen, as I under-
stand it. And you are expressing to us fyour own thoughts, about
the ?situation, not positions on behalf of your clients. Is that cor-
rect -

Mr. WoLrr. That is correct.

Senator Long. Well, let me ask you something which is not nec-
essarily related here. It is my understanding that the Europeans
are dumping about § million tons of sugar on the world market,
that they are selling at just about 23 cents, and that they are
making up about 12 cents of that out of their treasury. Are you
aware of that type of thing going on? -

Mr. Wovrr. It has been a problem, a continuing problem, and it’s
getting worse over time.

Senator LonG. Now, the same type thing exists in rice, but I'm
concerned at the moment about sugar. We can defend our sugar in-
dustry to some extent, but it outrages me to have people talk about
the consumer over here. What we are talking about is the Europe-
an Community dumping 5 million tons of sugar on the world
market where half of the price of it is paid by taxes. Now, even the
Caribbean countries can’t very well compete against that.

You are here now in a position to talk as a private citizen. What
do you think we ought to do about that type of thing? It’s destroy-
ing republics who are on our side in the Caribbean. It’s hurting our
own industry here, but I'm concerned about the worldwide impact.
I can see the prospect that the Communists could take over some of
those countries because of what the Europeans are doing to dump
that sugar on the world market. :
¢ Now, what would you suggest that we do about that type of-

Mr. Worrr. Well, there’s a pattern of lack of concern, I think in- -
creasingly, both in Japan and Europe as to the effects of their
trade policies on others. I know that Bill Brock and Secretary of
Agriculture Block are over this week in the Community, presum-
ably trying to talk some sense to them. We are losing our poultry
markets in the Middle East; world sugar markets are being dis-
rufted; there is a fear that the Community is turning toward a
po

icy of creating surlpluses in order to dump them rather than
merely dumping surpluses inadvertently created by their ineffec-
tive agricultural policies.

I think that, in the first instance, one has to try to talk sense to
them. There is no easy answer. We have, of course, our own sugar
fee program which tends to insulate our market a bit; but there is
-an enormous cost for some of the developing countries. .

Senator Lona. I don’t understand those complexities as well as
you do, but now here we are in this nation, trying to firm up and
sustain governments that are friendly to the United Stai»3. And
those governments, to a large extent, rely upon a world market
price of sugar to make a profit. They can’t make a profit because
our so-called friends over there in Europe are paying 50 percent of
the cost to dump sugar on the world market.
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It seems to me, just thinking of what little bit I know about
world trade, that we ought to tell our European friends that that’s
how it's going to be. We are not going to buy the products they are
selling with a subsidy. If they want to go ahead and sell articles at
a loss, and they think they can better themselves by doing that,
well, fine. To the extent that they do that, we just won’t drink
French wine, and we won’t buy their automobiles. The policy
would be that the things that they want to ship in that they are
making money on, we won't buy if they are going to insist on en-
gaging in trade practices that destroy our friends around the world
who also must trade in order to survive, who need it even worse
than they do. .

I just want to get your thoughts about what we can do about this
t‘;zpe of thing. This policy may be bad for us, but we can survive it.

e will just have fewer sugar producers in my part of the country
for what they are doing to us. But how about the rest of the world?
What about people who look to us for leadership? What do you
think we ought to do about them? Could you give me a general sug-

. gestion on what we might do about it?

Mr. WoLrr. Well, you know, this is not unrelated to trade adjust-
ment assistance. Trade adjustment assistance helps people find
new jobs and tides them over, rather than what other countries
often do, which is keep the dpeople employed where there is no
market for their product. And if you keep producing product that
has no natural market, you end up dumping that product. You

~ dump sugar because you keep too many people producing sugar on
__the farms in Europe, and you dump steel because {ou keep those
~mills'working when there is no market for the steel on a competi-

tive basis. .
- We are running into tough times with the Euro Community.
There is a worldwide recession. We understand they have difficul-
_ ties; we have difficulties. In the first instance, we have got to work
to talk with them in greater detail and consult with them more
often. I think the atmosphere that came about in the multilateral
trade negotiations when Bob Strauss was over there, and before his
time with Bill Eberle, was constructive. We were working together
toward common goals. That common feeling of working with each
- other to solve problems is deteriorating. I hope that Bill Brock and
his colleagues this week can help reestablish a bit of that and talk
through the problems so that the common agricultural policy, for
one thing, is not so disruptive to world markets.

Senator LoNG. It seems to me that a great deal of what we want
to do we will never achieve by negotiation. We are going to have to
act unilaterally. Of course, I have been saying that for years. You
are somewhat familiar with my thought around here. You have
~~~heard me say it before the committee enough, Mr. Wolff, to know
that that's my thought. There's a lot of this stuff that we can just
do unilaterally, that we are a big enough nation and a strong
enough nation to say to some of these countries that we are just-
not going to do business that way anymore, that most of what we
~ are buying on the world market, especially from the lﬁ;xys -who are
~creating most of the problems, we don’t have to buy. The stuff they -
~are shipping us we don’t have to have. . S
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~

- There is precious little that they are ship¥ing in here that we
have to have. Is that correct, or not? Most of it we could produce
here very easily. -

Mr. WoLrr. In terms of necessity, that's right. But we have a
problem with the Europeans, and that is they buy more from us
than we buy from them. So they are pretty good customers—it's
tough to retaliate. : o

Senator LonG. Even so. Even so, they have a great deal higl}il%r
defree of need of what we are shipping them. It's much more diffi-
cult for them to do without what we are shitgiing them than what
they are shipping us. For example, you take Japan. All these
things they are ship inﬁ us are things that we were producing here
before we permit them to take our market over: electronics,
television sets, radio, and automobiles. And what are we shipping -
them? Saw logs. The Canadians have been begging us not to ship
them saw logs, to insist on making them buy it as.cut timber or as
plywood or as a product. But, no sirree, we ship it out as a raw ma-
terial to them. They can’t get it elsewhere. - |

Now, we are just giving them all the best of it in case after case
and failing to use our power to make those people work out some-
thing that is fair for the rest of the world. I'm just looking for some
kind of advice and help as to how we solve these problems, now,
knowing that we have the power to do something about it. -

Mr. Worrr. You know, sugar is probably one of the most difficult
of the problems, because it’s not our export markets that are affect-
ed directly. Were it something like poultry or rice, where we are
losing a traditional market share, those trade agreements do have
some rights for us.

Senator Lonag. Can you give me some indication, for example, on
rice, as to how much subsidy the Europeans have in the rice, iike
that rice the Italians are shipping, what the subsidy is? My impres-
sion is that the subsidy they are putting into it is more than we are
. paﬁing to produce it, more than we are selling it for.

r. WoLrr. I wouldn’t be surprised. I don’t know the figure ex-
actly. Certainly, on sugar, there has been a subsidy of almost 200
percent on cost, on many occasions in recent times.

Senator LoNG. Well, getting back to the point that you came to
testify specifically on, this-bill. I can recall very well, there is no
doubt whatever in my mind, I remember it said repeatedly all
through both this bill and the previous trade acts—for the last two
trade acts, all the way through—it was testified that we are going
to take care of labor. Sure, they are going to lose some jobs, but to
the overall national interest it will be a good thing, and that we
are going to get them adjustment assistance. Now to tell them that
.they are not going to get it just doesn’t seem right to me. I appreci-
ate you testifying to that eftect, Mr. Wolff.

r. WoLrr. Thank you. I think that if we welch on this deal then
we are taking the first step toward closing our market, because we
won't have Americans supporting an open trading system. ‘

: Senator LoNa. I think you're right. Well, as you know, labor is
not very receptive to freer trade anymore because of that very
thing.-I think that’s one reason. I

Thank you so much.

Mr. Worrr. Thank you.
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Senator DaANFORTH. Thank you, gentlemen.
Senator Levin. :

STATEMENT OF HON. CARL LEVIN, U.S. SENATOR FROM THE
STATE OF MICHIGAN

Senator LeviN. Thank you, Mr. Chairman, Senator Danforth,
and Senator Long. First of all, I want to thank you for offering me
the opportunity to express a few thoughts on the recent restrictive
changes in the trade adjustment assistance %rogram. These
changes were wrong when they were approved by the Congress. We
should have kept our promise to the working men and women of
this country which we made in the Trade Reform Act of 1974, a
promise that when Federal trade policy did harm to a domestic in-
dustry, the workers in that industry would be protected. Without
that promise this act never would have been passed back in 1974, a
specific promise to protect the working men and women.

Ironically, the President called for this promise to be broken at
the same time that the present economic program calls for a tight

_money policy and huge tax cuts. This program will produce enor-
mous Government borrowing in the face of a restrictéd money
suﬁplg, thereby driving up interest rates. These high interest rates
will depress the economy and create additional problems for the
automobile industry and workers who have already been hard hit
by the inroads made by foreign automakers.

Instead of protecting the social safety net, this program is push-
%)ne workers off the roof and letting them free-fall to the pavement

oW.

‘Recently the President offered an unacceptable alternative solu-
tion to people like my constituents in Michigan who are surround-
ed by unemployment. The President said, “They can vote with
their feet.” Mr. Chairman, I remember a time when voting with-
your feet was a phrase used to refer to refugees from Communist
countries.

On February 18 the President gave his rationale for proposin
cutting back on trade adjustment assistance. At that time he sa.ui )

Because these benefits are ‘{)aid out on top of normal unemployment benéefits, we
wind up paying greater benefits to those who lose their jobs because of foreign com-
petition t we do to their families and neighbors who are laid off due to domestic
competition. Anyone mus{agree this is unfair. -

In other words, the President of the United States says that this
act is unfair and that anyone must agree that it is unfair. As a

" matter of fact, he’s plain wrong in his criticism. He ignores the his-
tory of this act. Congress clearly intended to provide more for
workers who lost their jobs through foreign competition. It did so
because it recognized that fairness required such individual assist-
ance and because it recognized that compelling economic conditions

uired such assistance.

[ want to read just a portion from the Senate Finance Committee
on the Trade Reform Act of 1974. This committee report, when the
Trade Reform Act was-adopted in 1974, laid out a clear and com-
pelling rationale for additional assistance to the import-affected

_:vegrkers.rtThe report stated, and this is a Senate Finance Commit-

report: o

- ~
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Co. established a special p of worker assistance in the belief that the
special nature of unemployment dislocation resulting from changes in trade policy
necessitated a level of worker protection somewhat beyond what is available
through regular State unemployment insurance programs.

Increases in imports of a given type of product can simultaneously and abruptly
produce a combination of situations which have a particularly severe effect on un-
employment. Because entire industries and not only individual firms may be ad-
versely affected, workers may not have a realistic opportunity to find new er&rloy—
ment :hich is at all related to the skills and training they may have accumulated
over the years. .

The committee report went on to say, .

Moreover, it can happen that the affected industry is one which is concentrated in
a particular-region with the result that the possibility of quickly absorbing displaced
workers into other types of employment available in the area would be minimal.

And how much- foresight the Senate Finance Committee had
when it wrote that. .

“Thus,” the committee report continues,

Because trade-related unemployment may differ somewhat in nature from unem- .
ployment arising from other causes and because such trade-caused unemployment is

a result of a Federal policy of encouraging incréased foreign trade, worker adjust-
ment assistance was provided for.

Mr. Chairman and Senator Long, the rationale provided by the
Senate Finance Committee in November of 1974 is still valid and
directly contradicts the reasons that the President gave for propos-
ing his cutback. Again, the President wrote, “Anyone must agree
that this is unfair.” As a matter of fact, the Congress specifically
guaranteed the workers of this country in 1974 that this kind of
adjustment assistance would be available. And looking through the
history of this act, I can say with some confidence that this act
would not have been passed, the freer trade provisions back in the
early 1970’s would not have been passed, but for the adoption of
this guarantee and this promise to the working people.

I would ask, Mr. Chairman, that the balance of my statement be
printed in full in the record. '

I can simply say, in closing, I have just come from the ceremony
where a Christmas tree was placed on the Capitol lawn. This tree
came from the Hiawatha National Forest in the upper peninsula of
Michigan. The unemployment in the upper peninsula of Michigan
is about 25 percent because of the slowdown in housing construc-
tion. Nonetheless, that tree symbolizes a determination that the
people of the upper peninsula, like the people of this country, are
going to prevail and overcome this economic circumstance. There is
a lot of symbolism in that tree; it's a lot more than just hope. It
comes from an area where there is a great deal of despair and
- which relied on this Congress in 1974, when it gave its commitment
to the working people of this country. And this committee now has
the opportunity to maintain and preserve that commitment. And I
commend you on the work that you are about and on the position
g‘xatlyou are taking to insist that the prior standards remain in

is law. !

Thank you, Mr. Chairman. '

(The prepared statement follows:]
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TESTIMONY OF SENATOR CARL LEVIN

Mr. Chairman, I want to thank you for offering me this opportunity to express my
%ﬁ\g)hts on the recent restrictive changes in the Trade Adjustment Assistance

program. -

I opposed these changes when they were approved by the Congress. We should
‘have kept our promise to the working men and women of this country which we
made in the Trade Reform Act of 1974—a promise that when Federal trade poli
did harm to a domestic industry, the workers in that industry would be pro .
Indeed, without that promise, the Act would have never . . -

Ironically, the President called for this promise to be broken at the same time his
economic program called for a tight money policy and huge tax cuts. This program
will produce enormous government borrowing in the face of a restricteé money
supply, thereby driving up interest rates. These high interest rates will depress the
economy and create additional problems for the automobile industry and workers,
~ who have already been hard hit by the inroads made for foreign automakers. In-

. stead of growcting the social safety net, the administration’s program pushed work-
ers off the roof and let theni free fall to pavement below. Recently, the Pregident
offered an unacceptable alternate solution to people like my constitutents in Michi-
gan who are surrounded by unemployment. Says the President, “They can vote with
their feet.” Mr. Chairman, I remember a time when ‘“voting with your feet” was a
phrase used to refer to the refugees from Communist countries.

On February 18, the President gave his rationale for proposing cutting back on
Trade Adjustment Assistance. At that time, he said:

" “Because these benefits are paid out on top of normal unemployment benefits, we

wind up paying greater benefits to those who lose their jobs because of foreign com-
petition t we do to their families and neighbors who are laid off due to domestic
competition. Anyone must that this is unfair.”

In fact, however, the President was just plan wrong in this basic criticism of the
program. The Congress very clearly intended to provide more for workers who lost
their jobs through t‘ore;lgl-n competition. It did so use it reco%\;mad that fairness—
required such additional assistance and because it recognized that compelling eco-
nomic conditions required such additional assistance.

- Let me read from the report of the Senate Finance Committee on the Trade

Reform Act of 1974. On page 131 of that report, the Committee laid out a clear and
dénggglling rationale for additional assistance to import affected workers. The report-
m r .

“Congress established a special program of worker assistance in the belief that
the special nature of unemployment dislocation resulting from changes in trade
policy necessitated a level of worker protection somewhat beyond what is available
through regular State unemployment insurance programs. Increases in imports of a
given type of product can simultaneously and abruptly produce a combination of sit-
uations which have a particularly sevére effect on unemployment. Because entire
industries and not only individual firms may be adve affected, workers may not
have a realistic opportunity to find new employment which is at all related to the
skills and training they may have accumulated over the years. Moreoever, it can
hapfen that the affected industry is one which is concentrated in a particular region
with the result that the possibility of quickly absorbing displaced workers into other
types of employment available in the area would be minimal. Thus, because trade-
related unemployment may differ somewhat in nature from unemployment aris
from other causes and because such trade-caused unemployment is a result of a Fed-
eral. policg' of encouraging increased foreign trade, worker adjustment assistance
. was provided for.” E:mp,hasis added) -

Mr. Chairman, the rationale provided by the Senate Finance Committee in No--
vember of 1974 is still valid, and directly contradicts the reasons the President gave
for pro his cutbacks of Trade Adjustment Assistance.

Additio » 1 remain deeply concerned by the regional imbalance contained in
the President’s budget proposals and this is particularly true of the reductions made
in Trade Adjustment Assistance. My own state of Michigan leads the counw in the
rate of unemployment, and leads the country in dollars Xer capita sent to Washing-
ton. And what does this Administration offer in return? A shredded social safety net
- and a truncated Trade Adjustment Assistance program. Oh, and, yes, the offer to

move to a place in the sun. I know that the President ran on a Ylatform’ ing of
his concern with the stabﬂxﬁ of the family. I find it hard to believe that he is now
serlously advocating social dislocation and the straining of family ties that such up-
lwting causes. . ' T .

3



60

I urge the committee to study the consequences of these changes in Trade Adjust-
ment Assistance and to question the Administration closely on how it proposes to
B imglement them. Further, I urge the committee to give serious consideration to S.
* 1865, introduced by Senator Danforth and Moynihan, which would in effect repeal
that portion of the Reconciliation bill which changed the requirement for triggering
Trade Adjustment Assistance from the “contributed importantly” to unemployment
standard to the more restrictive “substantially caused” standard. Serious considera-
tion should also be given to S. 1868, introduced by Senator Moynihan, which, in ad-
dition to doing what S. 1865 would do, would also increase the program’s emphasis
on retraining and extend assistance to suppliers of independent parts and services.
To sum up, then, Mr~Chairman, I believe that Trade Adjustment Assistance was
‘agically at ooi program when enacted, and now, when it is most needed is not the
e to cu .

Senator DANFORTH. Senator Levin, I just have one question. You
area politician and you keep careful track of the feelings of your
constituents. Last summer we had hearings in this subcommittee
on the general question of U.S. trade policy. The administration
testified at that time and took a position which was characterized

in the press as “survival of the fittest,” an absolute, purist ap-

r(()lach to free trade. Let anything in. If industry can’t make it, too
ad. -
~If this sort of policy were before the people of Michigan, could
you give the subcommittee your views as to the degree of support
‘In Michigan today for such a free trade policy? -
Senator LEVIN. Well, the circumstances in Michigan are that we
are the highest unemployment State in the country. And we are
unemployed for lots of reasons, but we usually get it first. When
the national economy goes bad, we are the first to be hit and the
last to come out of a recession or a depression. We have had a re-
cession and depression in Michigan for many years. The rest of the
country-is now catching up to us. :
~ In terms of attitudes toward free trade, I think most people in
Michigan would say they are for it, providing it is a two-way street.
In the depths of their despair in their unemployment they would

say, “Yes, but don’t be taking adv L’ﬁe of it,” as is now happen-

ing. And they know what’s going on. They know that not only are
they unemployed, but théy are being unemployed because Japan,
mainly, in terms of automobiles, insists on a protectionist policy in-
cluding toward American automobiles beinf exported to Japan, if
you can believe that. And they are absolutely incensed, furious, de-
sgondeqt, discouraged. And then they are told by the President of
the United States, to vote with their feet if they don’t like this
policy, which is unfair to American manufacturers, whether it is
automobiles, tobacco, lumber out West, beef—this isn’t just auto-
mobiles where we are taken advantage of; this is right across the
board. And they know that we are being taken advantage of. They
think we are being made fools of. They are out on the streets. Then
they are told that TAA benefits are being cut 'back, when they
know darn well there are representatives here who were assured in
1974 that if we accepted a freer trade in this world that we would
" protect the people who were affected by that free trade, and that's
why we have the act that you are discussing today. They know

those commitments were made and now they are in a state of de- -

spair as to what to do next. ‘ C e .
And then the President says, if you don’t like it, “vote with your
feet. Move south; go west.” As I said in my statement, this is what
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we used to talk about in Communist countries, people voting with
their feet, people moving from East Germany, crossing the wall in
Berlin. This isn’t America, “If you don’t like dog-eat-dog, go find
somewhere else where you can be a top dog”’; not when commit-
ments of the kind that were made in 1974 were made by this Con-
gress. It’s offensive. You know, I don’t like to talk about a Presi-
dent that way, but it's offensive for a President to say, “Anyone
must agree that it is unfair to give this additional benefit to people
who are laid off as a result of a trade policy.” He’s wrong. The re
resentatives of the people of this country in 1974 said it is exactly
fair to deal specially with people who are hurt because the whole
country is helped by a freer trade process. -

Open up trade, free trade, but don’t let it impact just on a few
people. And if it does impact on a few people, try to spread that
impact, soften that blow, so we all pay the price. We shouldn’t just
have a few of us paying the price for free trade. They believe that,
an<,1 they don’t believe there is free trade. And they are right; there
isn't. -

Senator DANFORTH. Senator Long.

Senator LonGg. Well, all I can say is that you're right. I agree
with you. The commitment was made. I admit that it wasn’t made
by President Reagan, but it was made by this Government, and I
was here to vote for it. I think that most members of this commit-
tee were here to vote for it. The Senate voted for it. And I agree
with you that that bill wouldn't have gone through with only a
whisper of opposition, only about four votes against it, if these as-
surances hadn't been made, that in the national interest we were
going to displace some workers, but that we were going to give
them a training adjustment and we were going to give them special
assistance because they were displaced, to help them find a job
somewhere else. -

‘ It was not supposed to be a sacrifice imposed on the few at the
.. benefit of the many; it was supposed to be a sacrifice for which
they were to be compensated, if not in whole at least in major part.

Senator LEvIN. Sure. Just share the burden. It’s like eminent
domain: sometimes you have to take from a few to help the many.
~ And that’s what was decided in 1974:"we are going to take from the
few to help the many. But we also said we were going to soften
that blow. And now we are saying, “Forget all that. We are not
going to soften the blow.”

And I happen to agree with you. I've read the history. You were
here, 80 you know the history firsthand, but I've read that history,
and that freer trade never would have passed this Congress with-
out that promise.

- Senator LoNag. Well, that’'s a very good illustration. You know
that if you want to build a highway somewhere, you take
“somebody’s property. But you pay him for it. You pay him what it's
worth. We weren’ flanning to do quite that well by these employ-

" ees, but we were planning to do better by them than just Unem-

ployment Insurance programs. .
’lﬁnk you. * .
Senator DANFORTH. Senator Bentsen.

89-5110 « 82 - 8
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Senator BENTSEN. Thank you very much, Mr. Chairman. And let
me congratulate the Senator on his comments. I was in Detroit re-
oentgaoand the attitude of gloom really was pervasive. :

I noted that the Houston Chronicle was the third largest-
selling newspaper in Detroit, and that they fly it in every day be-
cause it has the biggest classified section on jobs. We have a para-
dox in this country in that there are millions of people unem-
ployed, and the classified sections are filled with want ads. But
whﬁhis seldom said is that the skills and available positions don’t
match up.

I was fookin_g at the Washington Post on Sunday, and it tells an
important story. It was reported that the OMB wants to cut fund-
ing for job training from $3.4 billion to 1.56 billion. And of the re-
maining total, $1 billion, instead of the $2.2 billion Secretary Dono-
van wanted, would be for the new private sector BLT program.

Senator, we are always delighted to see some of you folks from
Michigan down in Texas, but, in all candor, we don’t want you to
all move down there. Come down and visit your friends and your
relatives, but don’t add to our mass transit problems and the
schools we have to build. -

I want you to be happy right where you are, and I want you to
be able to find jobs there. And I think part of the answer is job
“training. We have an unusual situation in this country. With all
the unemployed, one of the most severe problems we will face in
the coming decade is that we will have jobs that can’t be filled be-
cause of a shortage of skills. Demographics are changing. We are
goipg to have to do much more than we’ve ever done before in skill

raining.

This committee went to great lengths to try to do something
about capital formation, and did. But something has got to be done
about the human side and the ca;ital that you have in people.

I read a report recently that 42 percent of teenage blacks are un-
employed. That's a travesty. You just can't gut’those people on the
shelf and say we’ll get around to them 5 or.6 years from now when
we work out some of the other economic problems in this country. I
think one of the most denigrating thin {:u can do to a person is
to say they have no productive role to fill in society. So I am deeply
concerned, particularly about skill training. |

I have made a series of about six speeches on the floor of the
Senate concerning that particular problem. I share your concern; I
share your frustrations; and I am going to do everything I can to
try to get to this question of skill training and see that the people
whom you represent have the kinds of skills needed so they can be

productively employed.

Senator Izlnvm ’l{\ank you. -

Senator DANFORTH. Senator Moynihan. .

Senator MoYNIHAN. I would like to repeat what other members
of the committee have said to thank you, Senator, for speaking to
the experience that we are going through.

You would want to know quite exphcit(lf'. as I believe Mr. Wolff
stated earlier, that the Tokyo round could never have been adopt-
ed, would not have fone to the floor, wouldn’t have left this com-
mittee, save by a clear commitment from the administration on
trade adjustment assistance. @ o :

~—
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What is behind trade adjustment program is the fact that per-
sons who lose their jobs in the aftermath of trade agreements have -
been put out of work as a policy decision by the executive branc
A policy decision is made to have these people lose their work. And
that entails an obligation to them much stronger than to people
who come and go in the work force and who experience the normal
ups and downs of the economdy. _ r

The Federal Government decided that these garment workers or
those automobile workers should not have work. And that being
the case, those garment workers and those automobile workers
said, “Well, now, why should we give you the power to make this
decision about us?”’ The Federal Government said, “We will see
that it doesn’t permanently affect your lives.”

Now we have gone and broken that agreement. If there is a scan-
dal in- this room it is that there’s no policy representative of the
administration here to even speak to the issue. They obviously
don’t care, and they aren’t going to be here.

It's incredible. At issue here is a commitment of the executive
branch, and it passes.from one administration to the other, just
like the laws do. It was the law. But those who propose to break
the agreement and change the law are not here.

Senator DANFORTH. Yes, they are.

Senator MoYNIHAN. At the policy level, sir?

Senator DANFORTH. Well, I don’t know about at the policy level.

Senator MoyNIHAN. Sir, I have been the Assistant Secretary of
Labor, and Mr. Lewis has been a distinguished administrator, but
he can't speak to the ﬁ)licy of the administration.

Senator BENTSEN. Mr. Chairman, if the Senator is through, I
would like to comment further that all of the publicity that you see
now, insofar as a revolution in manufacturing talks about robotics
and suggests that the Japanese are leadingl; ut that same revolu-
tion is exploding here. There's no question but that this problem is
gging to accelerate in the short term. In the long term it will be

neficial to us. But if you want to avoid a Luddite reaction on the
art of the people who are becoming unemployed, then we have to
find a W? to transfer those skills. -

I would like, Mr. Chairman, to—I regret I was not here for the
testimony of the administration’s witnesses, but I would like to ask
them to answer questions for me.

Senator DANFORTH. Well, Mr. Lewis was good enough to come
back. He was in the hallway.

Senator BENTSEN. Good.

Senator DANFORTH. You and Senator Moynihan weren’t present
when Mr. Lewis appeared.

Mr. Lewis, if you-could come back. .

Senator Levin, thank you very much. -

Senator LEvIN. Thank you, Mr. Chairman. Thank all of you for
what you are doing.

Senator DANFORTH. Senator Bentsen.

Senator BENTSEN. Mr. Lewis, I have here a letter from one of my
constituents, a Helen Vance of Richardson, Tex. Now, she’s a laid
off auto worker. She’s over 60 years of age. Her trade benefits
ceased on October 1, 1981, sup y because of changes in this
program enactad in the Budget Reconciliation Act earlier this year.
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But I thought such persons were not cut off under the transitional

provisions of the new law.
Could you tell me, are people losing their benefits? Would you

please examine Mrs. Vance's situation and tell me if she is still en-.

titled to benefits, and if not, what provisions of law resulted in her
cutoff? I would be pleased to give you that letter, and if you would,
give me that answer in detail later, but if you would answer me
the initial question, first.

Mr. LEwis. Senator, we would be happy to examine that letter
for you. And our ﬁeneral response would be, based on conversations
we have had with some of our field offices, it would appear that

there is a substantial decrease in the number of trade claimants-

g):t;ll;g last week of September, as opposed to, say, the last week of
r. '

Senator BENTSEN: Would that mean people under this transition-
al program are cut off?

Mr. LEwis. Individuals, yes. )

Most of the én'ovisions of the new legislation went into effect on
October 1, and there was no transitional provision, per se, that
would have carried over the duration requirements and the like.

Mr. VAN ERDEN. Senator Bentsen, under the previous law in
effect before the enactment of the new Reconciliation Act, individ-
uals were eligible to get additional benefits under the trade pro-
gram if they were over 60 years of age. That particular provision
was not carried over under the new act. So the individual you
spoke about would have been drawing the extra benefits above the
initial 52 weeks under the old program, if she were cut off. .

Senator BENTSEN. She was?

Mr. VAN ERDEN. Yes, sir. Under the l?rior law it was possible to
get an additional 26 weeks of benefits if you were over 60 years of
age. That particular provision was not carried forward in the rec-
onciliation bill. So, if she were in the additional 26 weeks, she was
cut off on October 1. But if she had not drawn 52 weeks, then she
would not have been cut off. ‘

Senator BENTSEN. Well, I will provide you with the letter, and if
you will give me an explanation I would like something in writing
on that from you,-specifically on her letter. . ,

{The letter follows:]




- November 2, 1981
Richardson, Texas

Scnator Lloyd M. Bentisen
1100 Commerce
Dallas, Texas

Subject: TRA #12506 - }Jiclen I. Vance - Soc. Sec. No. 461-46-7108
Dear Senator Bentsen:’

As a recipient of benefits under the Trade Readjustment Act.of 1974, a
laid-off salaried worker of Ford Motor Company as of December 23,
1980, ] cannot believe the postcard 1 received from the State Employment
Commission in Austin, Texas which states our wecekly benefits may re-
vert back to the same amount as Unemployment Benefits, effective Oct. 1,
1981, and, if age 60 or older when laid off will no longer be entitled to the
additional weeks of benefits. Since ) was age 60 at time of layotf, it
affects me a great deal. 1 received this notice on October 1, 1981; there
has been no determination of my case; and benefits ceased at that date.

When ) received notice 1 was approved for T'RA benefits, 1 also was notificd

my benefits would be extended (copy attached). and, going on this belief

and trust in my Federal government, I enrolled at the University of Texas

ot Dallas this summer and fall with 'the intent of getting a degree in wccounting

or management information systems within the next 18 months and Living

able to provide myself with a livable income after that rather than take -
carly retirecment. -

Not only did the Federal government administrators go back on their word -
they gave no advance notice of these changes. I certainly would not have
spent over $700 for tuition and books plus cxpense of gasohine driving hack
and rorth to tiasses i1 1 had known rhy income was boeing drastcairy redueea
imrniediately and possibly termina}ed. "

PR
e
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My faith: has been destroyed in our system, and since this Title XXV of
the Omnibus Rudget Reconciliation Act of 1981 was enacted into Law,
why was the public not notificd of such intentions and of tie proposcd
amendment to the Trade Act of 1974. I could understand future casces
not even being accepted; but tc stop a program already in effect is really
a breach of contract and there may he no alternative for me except to
_seek legal counsel and recourse.

An immcdiate response to this letter would be appreciated. This is the
first timce I've written our goverament concerning the enactinent of laws,
but I feel very strongly that my taxes paid all these ycars have gone for
nothing when the law can be changed on a moment's notice without regard
to legal and moral obligations to the people. I contracted for obligations,
or debts, on the reliability of the government's actions; 1 am still
responsible for those obligations. Isn't the government responsible for
their obligations? -

“Very truly yours,

-"1’(/, 3 Coviiat s
l7¢Li-\,' et

~ Helen I. Vance
- 444 Pittman -
Richardson, Texas 75081

Attachments
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g8 DEC198Y .

. Eonoxsble u.oyd Beatsen
United Btates Senatse
Washington, D.C. 203510

Dear Sinutot Beatsen:

Thank you for your December 7, 1981, inquiry made at
hearings of the Subcomnittes On Intarnational Trade,
Senats Comnittee-on Finanoe concerning MNs., Helen I, Vance
of Richardson, Texas, Ms. Vance's letter oconcerns the
payment of trads readjustment allowances (TRA) authorized
under provisions of the Trade Aot of 1974,

Ms, Vance states in her lettsr that she wagl.informed by
the Texas mploymant Comaission in early 1981 that sho
wvas entitled ¢to 26 additional weekxs of TRA becauss she
vas 60 years of age at the time of her last TRA qualityw»
ing separation. Howaver, on October 1, 1981, she received
a notice from the Texas State agency informing her that
she would not be antitled to xreceive the 26 additional
weeks of TRA becauss of the amenéments to Trade Act of
1974 contained in the Omnibus Budget Reconciliation Act
of 1981, Ms. Vanoe further states that she had ocounted
on thase addictional woeks of TRA to enable her to coaplete
her sducation at the University of Texas. 8he bolieves
the Pedaral Government has gone back on a comnitment
previously mado to her. '

2itle XXV of the Omnibus Budget Reconoiliation Act of 1981
contains amondasents to the Trade Act of 1974 which affect
the payment of TRA to qualified workers., Seotion 251ld{a)
(2) (B) of the Omnibua Budget Raoconciliation Act of 1981
statan that the anendments concerning TRA payments

becoae effectiva with the first beginning aftor September 30,
1981, and this section also states that these amendments
affect all TRA recipients, including recipients who had
eatablished TRA entitlement before October 1, 1981, One
of these amendments provides that no TRA additional weeks._
solely for workers age 60 or older will be provided for
weeks beginning after September 30, 1931.
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Prom the fach contained in Ms., Vance's letter, it appears

that the Texas State agency properly inforwmed her of the

‘outtccu °€h t.h:::“mmhoat:. w TRA c:ui:a “xt u-iaVance
) e agen neeion 2

. 14 follow the procedures apriieahie s?»!ﬁzg ’

unemployment insurance appeals in the Stata 3f YexAR.

We will be pleased to provide any additional) asaistanos

Sinocerely,

DERT LEWIS
Adninistrator
Unemploysant Insurance Sexvice

Senator BENTSEN. Now the other thing was, last spring the De-
partment promised to spend some $112 million on training. As I
understoodp it, that money was partially restored in the continuing
resolution. That was vetoed by the President on November 28. Now
I have a Washington Post article that says, “OMB seeks new cuts
at the Labor Department. Proposal slashes training for jobs. Dono-
van to a " What is the situation? Is the money in there for
19827 19837 What are we talking about?

Mr. Lewis. The history, Senator, goes like this: When we origi-
nally introduced the legislation, we requested $112 million for
training, job search and relocation. Su uently, when the Presi-
dent announced 12-percent across-the- reductions, that figure-
was reduced by 12 percent to $98.66 million, and that is the figure
that we used in our request by letter to the Senate Appropriations
Committee. ‘

My recollection is that in the continuing resolution the Senate
approved $60 million. That, subsequently, was reduced in confer-
ence to $2b million, and that was the vetoed version of the continu-
ing resolution. There are no training funds currently in the con-
tinuing resolution. :

Senator BENTSEN. Say that again in a loud, clear voice, so I can
be sure to hear it.

Mr. Lewis. There is no money in the current continuing resolu-
tion, but the administration has continued to support $98.6 million.

Senator BENTSEN. Well, if you get that, what are you going to do
to try to see that that money is well spent? Can you give me a brief
overview of what you have in mind?

Mr. Lewis, Very, very briefly, the State employment security
agencies, acting on behalf of the Secretary, would consult at the
local level with employer representatives and -union representa-
tives and would enter into joint planning with private industry
councils under the Comprehensive Employment and Training Act
and with employer committees that the State employment security
agencies are aﬂ{liawd with, and alzo would consult with area voca-
tional education schools and private training deliverers.

Senator BENTSEN. Is that the so-called BL
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Mr. Lewis. No. The BLT was alluded to i_n.thé J)ress, associated,
ap{)arent , with the President’s 1983 budget. And, frankly, I have
n:’istrsead the document that was alluded to in the press, if it in fact

e .

No. I'm describing a system that is currently in place.

Senator BENTSEN. You are telling me you are not conversant
with this newspaper article’s description? It states here that:

Donovan wanted and thought he had $2.2 billion for this particular program that
was new, a new and smaller private-sector business/labor tra.inlnﬁ gorogram BLT,
under which a consortia of private-sector employers and org abor would pro-
vide job training to targeted groups.. h

Are you saying you are not familiar with that?

Mr. Lewis. I'm familiar with the newspaper article. I am not con-
versant with a BLT document; nor, if I were, would I be in a posi-
tion to discuss it, since it apparently is part of the President’s 1983
budget considerations. R

Senator BENTSEN. You’re not conversant with it?

Mr. Lewis. I've heard it discussed, but I’ve never reviewed that
document. )

Senator BENTSEN. What is your official position?

Mr. Lewis. Administrator of unemployment insurance. The
system I described to you is one that is now in place; it is not a
prospective system, it's now in place.

Senator BENTSEN. But they haven't really brought you in to
tr_ﬁng to formulate this? This new system? -

r. LEwis. It’s not a matter of bringing in or not bringing in. We
all have plenty to do, and we all have our own specialty.

Senator BENTSEN. Oh, I understand. But we are talking about
lanning for the future, and we’ve got ourselves a critical problem
ere. Perhaps the Senator is right, in that you are not at a policy

- level to discuss this. -

Mr. Lewis. I'm authorized by the administration to state its posi-
tion on these matters that we were told are before you, and that’s
what I've been attem%inf to-do. .

Senator BENTSEN. Well, Mr. Chairman, I have no further ques-
tions of this witness.

~ -~ Senator DANFORTH. Senator Moynihan. _

Senator MOYNIHAN. Mr. Lewis, you would know the high respect
with which anyone who has served in the Department of Labor at
the political -level, such as I, hold the career officers of that body,
and particularly the great institutions such as USES. You are a
career officer, are you not? :

Mr. Lewis. That is correct.

Senator MoYNIHAN. Senator Bentsen, Mr. Lewis is a career offi-
cer of the U.S. Employment Service, and a very distinguished one.
He is not in the hap{)gest situation that he has ever been in, at this
point. And the significant fact is that in the face of this serious
policy question in which the Finance Committee is clearly dis-
turbed at what we feel to be, at some levels, a breach of faith with
respect to trade policy, the administration has-not sent a person
who can speak to the policy. Now Mr. Lewis, in the highest tradi-
tion of an absolutely indispensable public service, the U.S. Employ-
ment Services, will carry out the policies of the President and not
seek to make them. o

- -
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But, could I ask you one question sir. There is a disturbing fact
here that cannot just be accident. We have had 8 quarters or 2%
quarters of recesston, already this year. Surely this has been a re-
cession year, while 1980 by and large was a year of economic ex-
pansion. However, in 1980 you certified 538,000 workers for trade
adjustment assistance, and this year under the same standards,
only 17,700. Could you help explain that to us? ,

Mr. Lewis. Mr. Fooks can help more than I can. But I think, Sen-
ator, a lot of the petitions we have been deciding upon over the
past 6 months have been in supplier industries and have been au-
torelated type cases which would not be approvable.

Please go ahead, Marvin. - ! -

Mr. Fooks. That'’s basically the situation. As gou know, we have
been working off u backlog that built up to 2,600 cases during the
first shock that hif the auto industry.

Senator MoyYNIHAN. Yes. ;

Mr. Fooks. And we had the petitions flowing from the secondary
sugpliers as well as the service sector that was dependent on the
industry. We are still working those off, and a lot of those petitions
just do not meet the standards of the present law.

Senator MoyYNIHAN. The bill I introduced that we have before us
would include suppliers.

Are you saying that the primary producers were taken up previ-
ously, and the cases that you have had before you have been on
that margin that you can’t improve under present law?

Mr. Fooxks. That'’s correct. And also, we are covering a period of
time which—— )

Senator MoYNIHAN. I want you to say to me that you are doing it
exactly as the law tprovides, and you are not making decisions from
the consequence of any pressures to approve a lesser rate, a dra-
matic lesser rate.

Mr. Fooks. That is correct. -

Senator MoYNIHAN. What is correct? Which?

Mr. Fooks. We are doing it exactly as we've always done it.
Senator MoYNIHAN. That’s all I need to know, that it is not the
regutation of your service to do otherwise. I'd think you would do"
otherwise, but I thought it would be useful to put in the record
g’xat this is the way you are doing it, just as you would be required

- Mr. Fooks. That'’s exactly what we are doing, sir.

b Senator MOYNIHAN. I’'m very proud to see such a person as you
ere. ~ -

to«?ut’ Mr. Chairman, somebody from OMB should have been here,

SENATOR DANFORTH. Well, Senator Moynihan, we asked the ad-
ministration to send somebody here who was conversant with the

: pro%'ram, and I think Mr. Lewis is. It seems to me that we pretty
well know what the administration’s position is on trade adjust-
ment assistance; at least, I think we do. There are a couple of bills
that have been introduced that take a contrary position. You have
one; I have one. And I think that the thing to do is to just proceed
to markup and see what the will of the Congress is in legislation.
And I think that this does constitute a hearing on the question of
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trade adjustment assistance and that we are now in a position to
mark up some legislation. . ‘

Senator MoYNIHAN. I am sure you agree with me, that it is not

ible to ask Mr. Lewis or his colleagues to respond to a certain

ind of question. ‘ ,

'SENATOR DANFORTH. Well, I think Mr. Lewis is familiar with the
administration’s policy, and I was impressed by his knowledge of
the administration’s policy. I didn’t entirely agree with it, but I
_think that he was quite clear in stating what the policy is.

Mr. Lewis, thank you very much for coming back.

The next witnesses are, and I would hope that they will all
appear as a panel: Evelyn Dubrow, Leonard Page, Stephen Koplan,
Elizabeth Smith, John Powderly, representing, in turn, Interna-
tional Ladies Garment Workers, UAW, AFL-CIO, Amalgamated
Clothing and Textile Workers, and the United Steelworkers.

Ms. Dubrow, would you like to begin?

STATEMENT OF EVELYN DUBROW, VICE PRESIDENT AND LEGIS-
LATIVE DIRECTOR, INTERNATIONAL LADIES’ GARMENT WORK-
ERS’ UNION, WASHINGTON, D.C.

Ms. DuBrow. Thank you, Mr. Chairman. I appreciate the oppor-

tunity to speak for the International Ladies’ Garment Workers’

- Union on S. 1868 and S. 1865, and I would like to say that I'm
Evelyn Dubrow, the vice president of the Ladies’ Garment Work-
ers’ Union and its legislative director. —

I would like to say that I am presuming that Mr. Koplan, who
speaks for the AFL-CIO will be saying the things that we agree
with, and so I am going to keep my remarks fairly brief in terms of
what the effect of the trade adjustment assistance program’s being
eliminated has done in terms of my own industry and my own
union.

I would like to say we appreciate very much the fact that you

_ and Senator Moynihan and others have agreed to introduce S. 1868
and 1865, because we consider that the Omnibus Budget Act of
1981, which absolutely decimated the Trade Adjustment Act, re-
%\:‘i;es some kind of program that at least we can salvage some-
thing from it. And I must say that we welcome even this small
effort to try to do something for victims of the recession and of the
import l{]c-‘zv of the United States. - -

I would like to point out, of course, that Senator Moynihan has a
long history in this problem, not only because he represents a State
that has more garment workers than any other State in the Union
but because his own background in trade and imports is a very im-
pressive one. ~ :

I would like to also point out that I represent part of an industry
that is the most labor-intensive industry in this country, employing
more than 2.1 million workers over the country, many of them
women, most of them women, many of them in the minorities:
blacks, Hispanics, now the Orientals, the Vietnamese, the Cambo-
dians, the Chinese, the Japanese. And so we find that we are par-
ticularly hurt not only in the recession but by the import policies
of this country which have been going on a very long time.
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There are some people who are in the labor movement who have
just lately come to recognize that there is no such thing as a free
trade policy; and we welcome them to the club, Mr. Chairman.

I would like to say that, while we were never enamored of the
trade adjustment assistance program, because we felt it was not

. really addressing the problem of imports in the textile and gar-
ment industry, we were thankful for small favors. -
- In 1947, when the GATT was introduced, and I just want to take
a minute to review the trade policies that affi my workers and
the workers of the garment and textile industry, it was established
in order to recognize there had to be something done about imports
around the world.

When, under GATT, the multifiber arrangement was adopted, or-
derly marketing procedures were set up to cover the textile and ap-
parel industry. }

There have been a number of other negotiations going on. In
19783, the multifiber arrangements permitted bilateral agreements
to be adopted by countries that were producing textiles and gar-
ments. The Carter administration became concerned with the in-
crease of imports, reducing the American work force. We worked
very hard to prevent the Congress and Government from lowering -
the tariffs on textiles and imports. Now, we did pass the bill, but
the President vetoed it. But President Carter, in vetoing it, made a
pr&miqe that he was going to protect the industry that was so labor
intensive.

In this regard, therefore, the U.S. Special Trade Representative,
who was then Robert Strauss, and labor and industry got t%::her
and worked out a white paper issued on March 21, 1979. ong
other things, it called for the United States to do an analysis of the
global problem on imports; to work out bilateral agreements with
major exporting companies, and to do other things that were going
to help stop this terrible decimation of our jobs because of imports.

I just want to point out, incidéntally, that President Reagan,
during his campaign, in a letter to Senator Strom- Thurmond,
promised to do exactly what President Carter had done, and that
was to protect the jobs of textile and garment workers in this coun-
try from the terrible increase on imports. -

Now the MFA is presently under discussion in Geneva. We have
no way of knowing whether MFA will be extended, will be
strengthened, or anything will happen to it. But in the meantime,
while all of this was goi.ﬁ on, we had the assurance of the Govern-
ment that our J)eople could be certified for trade adjustment assist-

_ance if it could be proved that imports were the basic reason for
their losing their jobs.

We weren’t vexX happy-in 1974, incidentally, when that Adjust-
ment Assistance Act was cha.lrmﬁe'd to say that people could only be
certified, that plants could only be certified, that industry could
only be certified if the rising imports contributed importantly to
flhectjpb loss or the threat thereof and to a decline in sales or pro-

uction. - 4

Now we find, in the Omnibus Budget Reconciliation Act of 1981,
that this has been changed now, this ] e which we thought
weakened the act anyway, has been c¢ ed to ‘‘substantial
cause.” And since we can find no standard that would make sub-
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stantial cause a way to meet the demand for trade adjustment as-
sistance, we consider that you are practically saying when you
adopt this language: ‘“Forget about trade adjustment assistance for
workers in the textile and garment industry.” Therefore, of course,
we are very pleased that you, Senator Danforth, and other Sena-
tors, have proposed that you at least restore the language that
talks about contributing importantly. And we hope that Congress
will accept that. o

The other section of S. 1868 which is of essential importance to
the ILG is the treatment of workers compensation and backpay

“time for the purposes of workers-qualification.

The Moynihan recommendation on S. 1868 would amend the law
to take care of the abuse in present requirements that a worker
who is certified to apply for adjustment assistance must also have
had 26 weeks of employment in the last year prior to the layoff be-
cause of import injury, in order to qualify for adjustment assist-
ance. This requirement originally was put in the law so workers
wouldn’t take advantage if t;he‘y:l worked just for a short time. But
now we find that workers who have been working a very long time
are suddenly cut off when they are either laid off or on sick leave
or under workmens compensation. o

Now, I have mentioned these two particular areas. _

I would like to say, Mr. Chairman, in concluding, that we sup-
port the AFL-CIO position on all five points made under S. 1868
and S. 1865; that we consider training very important, and that we
consider trade adjustment assistance for workers that are in indus-
tries which impinge on the major industries important; that we are
concerned with all of the other areas, on the basis, generally, that

“the International Ladies’ Garment Workers’ Union recognized that
one job loss can affect our industry and can affect our workers.

So I want to make sure that because I have not emphasized these

- other parts, you do not think we are not interested. We really urge
this subcommittee and the Finance Committee and, hopefully, Con-
- gress to at least adopt S. 1868 and S. 1865.
Thank you very much. '
[The prepared statement follows:]

-~
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STATEMENT OF EVELYN DUBROW, VICE PRESIDENT AND LEGISLATIVE DIRECTOR
OF THE INTERNATIONAL LADIES' GARMENT WORKERS' UNION, AFL-CIO BEFORE
THE SUBCOMMITTEE ON INTERNATIONAL TRADE, SENATE PINANCE COMMITTEE ON
8.1865 AND S,-1868, AMENDMENTS TO THE TRADE ADJUSTMENT ASSISTANCE ACT.

The International Ladies' GarmentQ;;rkers'~ynion is pleased .
to have this opportunityuio join the AFL-CIO in support of S. 1868
introduced by the Senior Senator from New York and of S. 1865, whose
chief spongsor is Chairman of this Subcommittee. . ‘ ~
The ILGWU appreciates the efforts by Senator Moynihan, !
Senator Danforth and other Senators who, by the-introduction of these
amendments, are trying to ease, at least in part, the devastating
affect of the Omnibus Budget Reconciliation Act of 1981 on the
Trade Adgastment Assistant program. In the wake of this disaster,
even modest steps to repair the damage must be welcomed. -

Senator Moynihan, because he is senior Senator from the state
where the garment industry is the employer of hundreds of thousands

wa workers in the mens, womens and childrens apparel plants is and
has been well aware of what affect the growth of imports has had on
American apparel manufacturing.

His introduction of S. 1868 is another effort on his part to
protect the economic welfare of garmeﬁt workers whose jobs have been
lost temporarily or permanently because of United States trade policiea.

I would like to review briefly some of these policies to
indicate why the virtual dz;membe;ment of the Trade Adjustment
Assistance program does great injustice to garment workers among

others.
In 1947, the General Agreement on Tariffs and Trade
(GATT) was establishe&?h When, under GATT, the Multi-Fiber Arrange-

ment was adopted, orderly marketing procedures were set up to cover

the textile and apparel industry.
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Since that time there have been a number of other negotiations _
addféssed to textile and apparel imports. The Multi-Fiber Artahge-
ments in 1973 permitted bi-lateral agreements to be negotiated
geared to limiting or establishing trade guidelines covering cotton,
wool and man-made fibers. This arrangement was renewed for four
years in 1977. The present MFA expires on Decembor-3ls 1981 and
is, at this writing, the subject of negotiations in Geneva.

During the Carter Administration, the textile and{apparal
industry and unions became concerned with the increase of imports
reducing their American work force.

To prevent the government from trying to lower tariffs, which
would exacerbate the situation, industry and union representatives
working with concerned members of Congrefs, urged the passage of
a bill to prohibit lowering of tariffs.

The bill passed on October 15, 1978, bué subsequently was vetoed
by President Carter. -~ B )

However, in his veto message the President assured the industry
and the unions that step§ would be taken to help protect the jobs ~
of the more than 2 million workers.

Fdilowing these assurances, innumerable conferences and negotia-
tions took place with the U.S. Special Tyade Representative, Robert
Strauss. As a result, a white paper on this import problem was
issued by the.White House on March 21, 1979. R

Among other things, it called for the United States _to do a

-
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global import evaluation from all countries, category by cétegory and
to renegotiate bi-lateza;ﬂagreements'with’the major exporting
countries.

In the meantime, the Trade Adjustment Assistance program was
to be in place to alleviate some of the hardship caused by loss
of jobs due to imports.

It should be notéd here, that President Reagan, during his 1980
campaign in a letter to Senator Thurmond of South Carolina promised
to address the problem and take.steps to protect textile and apparel
jobs from the threat of rising %mports. .

With no guarantee of how the present MFA negotiation will
emerge and with the almost complete elimination of Trade Adjustment
Assistance undef the Omnibus Budget Act of 1981, many textile and
apparel workers have become the victims of joblessness because of
the government's failure to meet its obligations.

In urging this Committee to make even some token effort to meet
its obligations to workers laid off or permanently dismissed because
of rising imports, the ILGWU would like to emphasize two aectioﬁs in
S. 1868. .

One deals with the test for eligibility.

'The Trade Act of 1974 states that applications for adjustment
assistance can only be certified if the rising imports "contributed
importantly: to job loas or the threat thereof and to a decline in
sales o;‘production.

The Omnibus Budget Reconciliation Act of 1981 changed this
language to "substantial cause". There is no standard to define
what "subgtantial cause” means making the requirement almost
impossible to meet.

e
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Unless the original language of the Trade Act of 1974 is restored to

read “contributed importantly" there will not be trade adjustment
assistance for workers because it will be virtual}y impossible for
them to prove their eligibility.

The other section of S. 1868 which is essential to the ILGWU
has to do with "Treatment of Workers Compensation and Back Pay Time
for Purposes of Workers Qualification".

The Moynihan recommendation on S. 1868 would amend the law to

take care of the abuse in present requirements that a worker who is
certified to aﬁﬁly-for adjustment assistance must also have had 26
weeks of employment in the last year prior to the lay-off because
if import injury in order to qualify for adjustment assistance.

The requirement was included in the law so that workers who
uefe on the job for only several weeks could not qualify for 52 weeks
of benefits.

Eﬁt we find that the requirement of 26 week employment has been

.used to deny benefits to workers on the job for many years but who

»auffe:ed injuries at work or wére on sick-leave or unjustifiably ‘
laid off during the last year of service.

' Examples cited in the AFL-CIO testimony makes it imperative that
this Section of S. 1868 become part of the Trade Adjustment Assistance
Act.

Hhi1§ the aforementioned sections are of particular importance
to the ILGWU,.-I wish to make it clear that we also believe that the
8. 1868 amendments dealing with training funds; TAA coverage for
workers employed by independent suppliers of parts and services and

changes in the "suitable work" standard in the current law must be

89-511 0 - 82 - 6
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adopted if workexrs affected by rialné imports are to be able to be
certified for trade adjustﬁ;nt assistance even within the very
limited program authorized in the Omnibus Budget Reconciliation

Act of 1981,

ADDENDA

From April 1975 through September 30, 1981, 1,179 petitions for
trade adjustment assistance in the mens, womens and childrens apparel
industry were approved. These petitions covered 138,459 workers. _

The number of petitions for TAA which were denied totaled 1,261.
The number of workers denied TAA under these petitions cameAto 67,672:

STATEMENT OF LEONARD PAGE, ASSISTANT GENERAL COUNSEL,
UAW, WASHINGTON, D.C.

Mr. PaGge. Thank you, Senator. -

With me today is Gene Casrais from our legislative department
in Washington. I have a written statement for the record, but I
would like to just quickly summarize that. S

We all recognize that the effect of the changes has made TRA a
“negligible part of the program, and the big change has been
brought about by the reduction of the benefit periods. Under the
grior law you had a 2-year benefit period to draw 52 weeks of bene-

ts. As of October 1, you now have a l-year benefit period to draw
52 weeks of benefits. .

Just to show you what that means, we have about 200,000 auto
~workers laid oft, and 170,000 are indefinite or permanent layoffs.
And yet, better than 95 percent of them, from certified plants, are
not eligible for TRA now because the benefit period under the new
law has expired. So that has been a substantial cutback in the pro-
gram. Now;-1 am not talking about the amounts and the integra- ’
tion with the State-system bénefits, but just the slashing of the
benefit period has been the big reason for most existing certified
workers being cut from the program on October 1.

Now with that cut, the administration told us they wanted to
reemphasize training. And we can understand that. We have HOt -
million people unemployed right now; we have about 1 million
skilled jolﬁﬁoing beggmg So the obvious answer is to train some of
these unskilled workers for these-skilled-job openings.

But let’s look at the administration record on training. It has
been negligible. There has been virtually no training under the
prior trade adjustment assistance program, and I don’t think we
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can expect this to be improved. Let’s look at what the administra-
tion has done by.virtue of the October 1 changes in the trainin
program. We had about 25,000 of our members in self-finan
training programs prior to October 1. Now we have none. Virtually
none. The slashing in the benefit period means that workers are no
longer eligible for the 26-week extension of TRA for workers in ap-
proved training.

In addition, in the October 1 changes Congress saw fit to say that
where the Secretary approves training, the Secretary must pa
these costs. Well, the retary, as he has been wont to do wit
this program, has said, “Well, since the Secretary must pay train-
ing costs under the new bill, that must mean that the workers
can’t pay their own tuition costs anymore. So all of you workers
who have been out there in self-financed training, you can’t contin-
ue in that. We are kicking you out of the program.” And that'’s ex-
actly what has happened.

So, here we were told that we were going to have this reempha-
sis, redirection into training, and I'm telling you that about 25,000
workers in self-financed training Frograms have been kicked out by
the Secretary’s implementation of the supposed reform package.

Let's look at the impact of the change in the test. We all know
the Secretary has admitted it’s a more rigorous test. And yet under
the old test, the contributed importantly test, we have gone from a
50-percent approval rate of petitions down to about 9 percent. Now,
‘the administration witnesses testified today that a substantial part
of that was due to the fact that a lot of these petitions were inde-
ﬁ;ndept art suppliers and therefore not covered. Well, that has

torically been true. A large amount of the denials were always
for independent parts suppliers. I don’t have data on how many of
those 91 percent of the petitions denied were independent parts
suppliers, but there must be something more going on. You don’t
go trom a 60-percent approval rate for 2 years down to 9 percent.
And over the same time period we have had a doubling in the
value of manufactured imports coming into the country. A dou-
gling. Yotu would expect the rate to go up, and yet it's gone down to -

rcent. -

ow, conceptually, what have you done? If TRA is no longer a
major cost generator, you have really restricted your pool of work-
ers available for training.

So far, in 1981, we have certified under total certification .
through October about 20,000 workers. That's what this program
has come down to. We have got a group of about 20,000 workers so
far that are going to be eligible for these benefits. And yet the Sec-
re wants to tighten that test. What is he going to be satisfied
with? A 3-percent approval rate? A 2-percent approval rate? Then
what are we doing? Are we just misrepresenting to not only our
members, but you to your constituents, that there really is an ad-
ustment assistance Frogram? Or is it just a paggr program going

ack to the days of 1962-69 when nobody got a benefit? That's our
fear as to where this program is goinﬁ.

If we can’t at least implement the bills currently before you,

‘that's what we are going to end up with—a paper program. .

Thank you. '

[The prepared statement follows:] -

-
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Statement
of-

Leonard R, Page ™
United Automobile, Aerospace and Agricultural Implement
Workers of America (UAW) -

before the :
Senate Finance Committee
. Subcommittee on International Trade

December 7, 1981

Mr, Chairman, my name is Leonard R. Page. Iam™an Associate
General Counsel in the UAW Legal Department. The International Union,
UAVW, represents approximately 1,300,009 workers and their families in North
‘Amerlca. 1 appreciate this opportunity to testify before your Subcommittee
on the trade adjustment assistance program, or rather what s left of that
program. [ have been coordinating the UAW's trade adjustment assistance
program for the past 11 years. The UAW stréngly supports {:oth trade reform
bills, S -1865 & S. 1868, being considered by this subcommittee, .
‘ In the last session of Congress, the 20 year old "fair trade"
covenant with labor was unnecessarily broken, 11313 Spring, we testified, that
" the bulge in 1980 and 198! trade readjustment allowance (TRA) costs was only
a temporary abberation caused by the hugé increase in Japanese automobile
imports. The UAW claimed that costs would be returning to normal in fiscal
1982 and argued, therefore, that structural changes and cutbacks In the
program were unnecessary. We projected that 1981 TRA costs would be only
55% of the $2.7 billion a!loca)ted-ln the 1981 budget. |
We were correct; but most of Congress was not listening to our
sppeal.. Total fiscal 1981 costs were §1.5 rather than $2.7 billion. The
. following table shows the steady decline in monthly costs and new claims

for fiscal 1981
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Table | — Adjustment Assistance, Monthly TRA Costs and New Clalms

- Costs (Millions) New Claims
October, 1980 $ 3208 _ 90,000
November ) 198.0 60,000
December ) l61.6 43,000
January, 1981 139.1 46,000
February _ 3.2 29,900
March : 3.3 . 18,300
April 95.4 17,700
May 67.9 14,300
June 59.2 10,900
July 67.6 7,117
August I 1Y 9,000 (est)
September 80.4 ' 9,000 (est.) -

TOTAL )
(Fiscal 1981)  $1,500.9 N
October ' 60.5 —e- (na.))-

(new fiscal year)
Source — U.S. Department of Labor

-

This downward spiral would have continued into fiscal’ 1982 as
indicated by the new claims column in Table I, The new claims figures
demonstrate the rapid decline in the number of participants under existing
certifications who would have been eligible for TRA benefits In fiscal 1982,



82 -

In addition, glvefn the 9% approval rate of current petitions,
(see Table II attached) it is clear that few groups of workers would or are
becsr‘ning eligible for benefits. Thus, we believe that Table I confirms the
UAW position against making radical structural program changes,

Unfortuhately, however, adjustment assistance‘ was slashed along
with the other social welfare programs in the Administration's spring offensive
against workers and the poor. Congress seized the opportunity to make
unnecessary and regressive program changes in the name of cutting costs.

The effect of these October I, 198! changes have been drastic
and' dramati'c. Almost all autoworkers who have not already exhausted their
52 weeks of benefits have been dropped from the program because their
benefit year (now one year rather than two) has prematurely come to an
end. "

The so-called "safety net" of existing state and federal social
welfare programs will not hold the thousands of families who have lost TRA
as of October 1, 1981, Moreover, the permanent damage being done to the
domestic auto industry by increased Japanese imports has now continued for
two and one-half years. Congress has not yet taken action on S. 396 to
correct the import problerri. Yet, the October | changes virtually ended the
adjustment -assistance program for the victims of our federal trade policy.
Let's be blunt: the Administration's "reform" package was never'int'ended to
improve the adjustment assistance program; the only purpose of the October
1 changqs was to cut federal expenditures being made to the victims of
trade policies. Any claims that the adjustment assistance program has been

strengthened or helped are pure hypocrisy.
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The October Cuts Have Virtually Erided The Program

Let's look at the real impact of the program changes.

_ First, by imposing the tougher "substantial cause" test, fewer
———petitions will be granted. The present approval rate under the "contribute
Importantly" standard is an unbelievably low 9%. '

Second, benefits are payable not from the date that imports
cause the unemployment, but only for that portion of the unemployment
occuring 60 days after the petition is filed.. '

Third, the income maintenance benefit — TRA — Is slashed
from up to 70% of the workers average weekly wage to the 50 different
state unemployment Insurance maximums, The weekly maximum benefit is
thus reduced from a $289 maximum to an average $150, depending on the

" state of residence.

. ~ Fourth, the duration of benefits is cut to 52 weeks of any
combination of state basic benetits, extended benefits or TRA; TRA is payable
only after state benefits are exhausted. For most states TRA Is therefore
a second, 13 week extended benefit program, payable only after 39 weeks of
. Vunemp.loyment. At present, only 30% of certified workers collect beneﬁt&
T after the 39th week. -The average TRA recipient collected only 30 weeks

of unemployment benefits in 1981, '

Fifth, the period of potential benefits is slashed in half from
two years to one year so that, as a practical matter, workers who experience

temporary layoffs before a permanent separation, exhaust their benefit perlod

~==—before drawing all '52 weeks of TRA eligibility,
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Sixth, workers who refuse a "suitable work" or minimum wage
job can be denied any TRA. ~

Seventh, after elghi weeks of payments, TRA can be denjed
any worker who (a) refused to enter training or (b) refused to extend his or
her job search beyond the labor market area. - -

In h;arings beforev the House Sub;ommlttee on Trade, an
administration witness estimated that for fiscal 1982, TRA will be paid to
approximately 68,000 workers at an average benefit of $150 a week for an

_ estimated 13 weeks., This would produce a fiscal 1982 TRA cost of

approximately $133 million.

We believe that this forecast is a gross exaggeration, If the
present petition success rate Is reduced under 9% by the change in the
certification test; 40,000 TRA recipients would be a high side figure. Table
I (attached) shows program activity In 198l. The figures show a dismal
program payout for 1982, ' \

From January through October 1981,_20,98# workers have been
- covered under 178 certifications. Another 18,423 have possible eliglbllity'
under 39 par_t_lal certifications, From July | to November ], 1981 a total of
5,400 workers over 48 separate certifications have been deemed eligible to

apply for adjustment assistance. -
It is rather obvious that someone at the Department of Labor

has issued instructions to shut the program down, regardless of whe'ther the
ncontribute iniportantly’ test is really satisfied. Workers have gotten the
message, The petition filing rate has plummeted. Moré than 5,000 petitions

- were filed in 1980, This year's figure should be about 1,200, Since May,

1981 no more than 75 petitions have been filed in any month,

BEST COPY AVAILABLE
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%' "HCg'i_trlmte nnFo_r_%' tly" Test
: Be Retained An lmgo

-» Section 222 of the Trade Act of 1974 originally required that

T s —

certifications for adjustment assistance be issued when the Secretary
dete/‘rmlned that increased Imports "contributed importantly” to layoffs; The
new law provides for replacement of the "contribute importantly® test with
the standard used by the International Trade Commission (ITC) on petitions
for import relief, -This "substantial cause" test was used in the November
1980 decision of the ITC to deny relief to the domestic auto Industey. A
tougher. test had been required for import relief petitions, because that t}pe
“of rellef — quotas, tariffs, markgting agreements - necessarily involves
significant international trade repurcussions, Since adjustment assistance
cannot spark a trade war, the test for certification should not be as strict
as for import relief,

There are sound reasons of trade pplicy why t_he test for irade
adjustment assistance should be-more flexible than that for import restraint,
Individual groups of workers should be assisted when they are Injured by
import competition, even when barriers to au”lmports In the competitive
import category should not be-erected, Why should anyone pursue trade
adjus;nent assitance if the same standard will apply for gettj&g import -
barriers as for trade adjustment assistance? ,

it the test remains the same, we predict a decline in ad'justmen,t
assistance petitions matched by an equal increase In Import relief petitions, -

This will necessarlly increase tensions Iin our trade relations with other

countries, Since this change has no conceptugl justification, we must assume -

‘it Is another cost containment device. But we submit, it is an unnecessary

_and self-defeating cost device.

- '+ BEST CARY AVAI LABLE

——
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In slashing thé" TRA income supplement, Congress promised to
improve the_ tralning element o'f} ;he adjustment assistance program, The
argument was that TRA never really helped unemployed workers adjust and
that the key to real adjustment is retraining aid job relocation. T

Given this training redirection, the proposed change In the test
for certification makes absolutely no sense. TRA costs under the new program
are obviously going to be negligible. In most states, it is réally'onl“y another

13-week extended benefit program.

Since training is now advertised to be the major program benefit,
we should be é:cpanding the pool of possible training redpi;r;ts, not restricting
it. Yet, the necessary result of imposing a stricter test for certification is
to reduce the pool of potential trainees, Once TRA is removed as a cost -
generator, there is no:loglcal reason for tightening the- certification test,
The Secretary's discretion to approve training as to its appro‘prlaéenes for:
each individual épplic?ant, can be used as a cost control mechanism.

The Administra.tion's explanations for imposing the- tougher test
cannot withstand analysis. In the earlier hearings, an administration witness
also claimed that a strictgr test Was necessary in order to better target
permanently displaced workers; This is an absolute non-sequitur, The strength
of the import causation factor has nothing to do with whether the resulting
tnemployment will be permanent or tem’porary.‘ How can a causation test
segregate temporary from permanent displacemént? __.

Another admlnistration witness testified that the "contribute
importantly" test provided only a "very tenuous relation" between imports
and unemployment, However, Table NI (attached) shows that only 9% of the™
petitions currently being processed can satisfy that test. How can a test

which denies 91% of petitions filed, be:fairly characterized as *tenuous."

'BEST COPY AVAILABLE
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_ Still another .administration witness acl'i;\owledged that the new
"substantial cause" test will require more investigation by the Debanment
of Labor. The previous test required only a finding that imports were an
Important cause, The new test will require an examination of all of the
factors causing unemployment, to determine if imports were more in;bortant
than any other cause, This extended investigation can only add to the current
ten month delay for petition-filing to decision. In addition, the Office of
Trade Adjustment Assistance is scheduled for a 30% cutback in personnel by
the end of this year., A more complex test and 30% cutback of the staff

threaten to make processing within the 60-day standard (set forth In Section

223 of the Trade Act) an absolute impossibility. - -

Finally, we submit that }he "contribute importantly" test already
gives the Secretary more than adequate discretion. Indeed it gives him too

much, How else can he explain the fact that the petition success ratio has

nosedived from 50% in 1975 to 9% this year? (See Table I attached)

If the four month (July-October, 1981) pattern continues through
1982, less than 13_,&)0 workers will be found eligible for adjustment assistance
In this fiscal year. Assuming 30% actually draw benefits from Athe"39th~__
through the 52nd week of their unemploymeént, 4,000 workers will draw e~
total of $8.8 million in TRA benefits in fiscal 1982, )

In 1975 & 1976 when a tprmer Republican Secretary of Labor
maintained. a 50% success rate for this program, the total value .of
manufactured Iimports in those years was $70.7 bulios_\ and 77.1 billion
respectively, In 1981 the total value of mg_nufaétured Imports should be
approximately $140 billion., (See Table I :t.tached) Sométhlng is obviously
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wrong. Manufactured imports have doubled, unemployment remains high, but
the success rate for Trade Act petitions has not goné'up, indeed it has, as
noted, declined to 9%. (See Tablé Nl attached.) '

In today's International economy we all know that many facto't_'_s
contribute to unemployment. The causes of unemployment are so complex
that their study becomes somewhat subjective. Until' now, we have never
been too distrubed by this wide discretion for certification since every prior
Secretary of Labor was generally faithful to his !egal mandate of protecting

~and promotlng worker Interests. The fact that the current success rate Is
only 9% Is proof that the current Secretary has no Intention of letting the
worker adjustment assistance program work., He has obviously put his heavy
thumb on the scale to tip the balance against certification In any close case,
. H the worker adjustment assistance program has cotﬁe to this,
then some real questlons of principle and integrity must be raised. The
annual budget for the office of trade adjustment assistance may surpass the
total amount of benefits to be pald out, .
| ‘ The Secretary's - current application of the ";ontrlbute

Importantly" standard is, in our Judgment;-a flagrant abuse of discretion. 1If

you tighten the test now by going to "substantial cause" the Secretary may
be able to achieve his obvious objective of turnlng back the clock to the
years of 1962 - 1969, when the adjustment assistance program provided no
benefits to any workers, {nstead, Congress should be seeking to lmp;;we the

"contribute importantly” test by requiring an annual success rate target of

at least 509%.

——
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Training Must Be Part Of The Entitiement

Recent oversight hearings of the joint Economic Subcommittee

on Economic Goals conducted by Senator Lioyd Bentsen (D-Texas) underscored

"~ the critical shortage of skilled and technical workers, Senator Bentsen cites
Labor Dept. projections of a yearly shortage of 57,500 industrial machinery
repalrpersons, 28,000 computer operators and 21,300 machinists, |

The United States is the only Industrialized country without a
national employment and training program, The June, 1981 NBC White Paper
"America Works When America Works" compares this country's lack of a
national manpower and retraining policy with that of Western Europe and
Japan and also points out the growing need for skilied .workers in many
occupations, The NBC Paper states while there are 9 mililon Amerlcdbs_ouf
of work, there are also | million skilled jobs going begging for lack of qualified
applicants, The training of unskilled workers is the obvious a’nswer.»

In cutting the program funding by 76% we were told that the
emphasis had to be change; from income maintenance to training. Howevef,
despite. Administration promises to increase training funding tenfold to $U2
million in fiscal 1982, not one dime has yet been fpbroprla&d. The current
tralning program Is a totally hollow shell. To ou;' knoﬁledge‘, not a single
worker has been approved for funded training since October L -

lndeed, the new "improved" training program is actuauy worse>
t , than lts predecessor. Under the prior program, a worker oould seu-ﬂnance

“ his or her tralning program so as to take advantage of “the 26-week TRA
extension fér_ workers in approved training. TRA payments could therefore
be used to defray self-financed training costs. |

-
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But the October 1 changes cut the three-year benetit period
tor the TRA tralning extenslon In half. Thus most workers are effectively
prevented from uslng the 26-week TRA extension as“a training ald. Moreover,
the new leglslation also provided that a "worker shall be entitled to have_
payment of the costs of such training paid on his behalf,by the Secretary."
At first blush, we thought Congress intended to do éomethipg beneficlal for
the training program. But the Department of Labor has now lnt/erpreted this
beneficial provision in its published guideline; so as to preclude selt-financed
training. According to the Secretary, ;ince the new law requires the Secretary
to payj training costs, then it necessarily implies that the worker cannot.
Slﬁce the Secretary cannot pay training costs without an appropriation, there
Is simply no tralning now available,

The net effect of both changes has been to remove more than
25,000 workers from training programs. Sin;:e they-cannot self-finance their
tralning or continue on the Zéweek TRA extension, thousands of workers in
training on October | have been forced out. Moreover, the Secretary has -
adopted guldehnes, conditioning the approval of individual training on the
avallability of training funds. This is clearly contrary to the statute. _Tralning
is to be approved where it will lead to a reasonable expectation of employment,

Thus,‘ Congress' recent att:rhpts to improve training t_\ave been -
used as an excuse to eliminate most existing training.

‘ Perhaps one more example ot training program mxshandung s
in order. The training funds approprlated for ftiscal 1980 ($72 million) ran
dry In March 1980. Thousands of workers interested in training were left in

4 . a blnd, A January 1980 survey of program participants by the Michigan



“for all workers covered by certifications in fiscal 1980 and 1981

a1
Employment Security Comrhi#slon indicated 73% were Interested in training.
But when these thousands asked for training they were tdld:‘
(a) forget it, there Is no money}
(b) there is no training avallable,
{c) come back later,
77 (d) that program has been discontinued.
Given tﬁese responses;, few if any workers requeft_ed a training application
form. Most people have enough common sense not to perform a useless act.
In 198], however, we learned that workers could self-finance-

approved training programs. The UAW then advised its members of this

right. Thousands sought self-financial training at their local employment

 office, - But the Secretary was ready for them. He rolled out a p‘erféct
nCatch-22," The state offices were instructed to deny all these requests
where the formal application form was not completed and flled within 180
© days of the certification or the first week of a TRA covered layoft.

We wrote the Secretary asking him to walve the 180 day time .

limit because of the initial run-around problem. .He refused to waive it and

even denied that any worker had been given the fast shuffle, Well, 1 have.

" . over 700 letters from UAW méembers in 15 different states all repeating the

- same theme:  When they made-timely inquiries about training, the state

offices ﬁeated them like the plague. ~Any Congressmen with TRA

~ constltutents has also heard these stories.

To correct this terrible lnequlty,‘ we believe Congress should

" grant a one time, new training application deadline (perhaps by July 30, 1982)
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- ' : The 20 year failure ‘61 training under the Trade Act Is no
accident or oversight. It has been a dellberat.e sabotage by the agency -
entfusted with its administration. o

This massacre of the training program underscores the absolute
- need to make it part of the entitlement package. The current law provides
under Section 236 ;hat the Secretary may approve tralning where —
(a)  there is no other suitable employment; .
®)  the worker would benefit from the trainings
- (c)  there is a reasonable expectation of employment following
~trainings
(d)  such training is avallable.
Where ali these criteria exist, we see no valld reason why training should
ever be withheld The underscored word "may® must be changed to "shall,”
Unless this change Is made, we see no reason to belleve that the 20 year:
record of non-training under the worker ad[gstmeni assistance program.will
—.be Improved, '

) The Assistant Secretary in charge of training has repeatedly
stated that he does not believe government should be a sponsor or provider
of training. - The Secretary of Labor's handling of the October 1 changes

" Tshows that if Congress Is serious about converting adjustment assistance into
a training program, then training must be part of the entitlement..

The Benefit Periods
ust_Be Improv -

-

The October | changes also slashed the two-year period for
“benefit eligibility down to one year. Thus in order to draw all 52 weeks of
TRA, a worker must, as a practical matter be pei;manentlz_laid off. This

-3

-

S



93

reduction of the benefit period was the principle ia_ctbi eumlnatlng from the
TRA program more than 95% of TRA participants on Octobér 1, Under the
two-year benefit period, only 30% of the workers drew benefits beyond the

39th week of unemployment, ’ =

~ The net effect of this change will mean that very few workers
will actually draw TRA. In the real world unemployment tends to be
temporary before it becomes permanent, While more auto plants and parts
suppliers pl:nts are closing this year than we'd care to count, In almost all
closing cases, there have been heavy periods of temporary unemployment
preceding such closings, Despite the fact that 170,000 Big Three auto workers
covered by oertiflc'ation are indefihltely or permanently laid off this month,

mofe than 93% are beyond the one-year benefit period and therefore are
_lnel}gible for TRA. i -

) The benefit period change is simply an unfair and unreasonable
| restriction. The benefit period should be wider than the _total weeks of
benefit ;ayments avallable, Rather than restore‘fhé 2 year benefit period
we'propose a compromise. There should b; a 78 week benefit period to
draw the basic 52 wegks of benefits and a 104 week benefit period to draw

the 26 week extension for approved training.

- The "Suitable Work" Test And -
Eight_ Week Penalties Must_Be Removed .

-~

The new changes also Impose a "suitable work" test for all TRA
benefits. If a TRA participant ;efuses a minimum wage job, his or her TRA
" can be cancelled. In addition, after eight weeks of TRA, a participant can
. be cut off if he or she refuses training or does not ,exten& job search 'beyond

85-511 0 - 82 - 7 . : - -
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the local job &\&fkft. All of these penalty provisions are go;trary to principles
on which TRA is based. TRA was never intended to be unemployment
_ Insurance, rather its purpose was to partially reimburse workers v;ho are‘ the
direct victims of ‘federal trade policy and have thereby permanently lost a
career opportunity,

Moreover, the fact that benefit levels have been slashed so
dra_s_tically and the program has really been reduced to 13 weeks of extended

benefits, make these punitive provisions doubly unnecessary,

The Pr Must Finally Be
Exten o In t Suppliers .

The 96th Congress failed to pass the bill to extend coverage
to lndependgnt 'parts suppliers, No one can justify the fact that vCorkers
making the same identical parts are eligible for benefits only if their employer
also ultimately assembles that part into the import-impacted product. G.M.
workers making spark plugs received adjustment assistance prior to the 198!
cuts; Champion workers whose spark plugs went into the same import-Impacted
automobiles did not, ’

) The only reason given by the 96th Congress for not extending

coverage to parts suppliers was costs, However, now that costs are _negllgible.

the least Congress could do now Is to eliminate this arbitrary and untalr
loophole. ' i

| Congress should also be reminded of one more broken promise,

In 1979, when the multl-lateral trade agreements were being considered,

representdtlves of the prospective victims of that roﬁnd of trade negotiations,

expressed some concern. In approving those agreements, a promise was made

to Improve the adjustment assistance program by, among other things,
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including coverage for parts workers, The 96th Congress reneged on that
commitr.ent. Fulfilling that promise now won't help the thousands of parts
workers who have already fallen victim to U.S ‘trade policies, but it is one
trade promise that would not cost very much to keep.

Since 1962, the worker adjustment assistance program has
required that a TRA applicant must work 26 weeks In the preceding 52-week
period in employment at specified wages. The purpose of this mequlret:;nt,
as explained in the original committee reports, was to make sure the TRA
recipient had a sufficient attachment to the workforce. A new employee
lald off due to imports should not get TRA. ’

Prior to the recent changes, the Secretary improperly refused
% count any non-regular weeks of employment as satisfying this test. Thus,
long term employees who, In the year preceding their layoff, had sick leaves
due to workplace injuries, matemity leaves, long vacations, military leaves
or even discharges or suspensions which were reversed by the grievance
procedure, found that none of these weeks of employment counted, The
Secretary's position cannot be justified in light of the purpose of the 26 week
test.

Moreover, the Supreme Court has previously ruled in Social
Security Board v. Nierotko, 327 U.S. 358 (1946) that employment must be

defined to Include all types of service time to the employer, not just time
spent actively at work.
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The October | changes permit a worker to count up to seven
weeks of sick leave, vacation, matemity, union or military leave time. This
Is both arbitrary and insufficient. How can you deny benefits to a 20-year
employee who was off the job for a work-related injury most of the year
preceding his import-caused layoff ?

Whether you ocount seven or all 26 weeks, you still have a
long-service employee laid off due to imports who has lost a job op;;ortunlty.
What is the possible justification for d;enying benefits to'such a worker?
Regardless of any injury or illness in the preceding year, the long-service
employee's job loss from imports is just as devasting. All weeks of employment

must be counted for the 26 week test.
Conclusion

The Omnlbus Budget Reconciliation Act gutted an already
Inadequate program. These changes violated a 20-year covenant with labor
to provide meaningful adjustment assistance in exchange for liberalized trade
policies. The promised redirection from incéme maintenance to training has
not occurred. Unless the changes we have requested today are implementea,
the new worker adjustment assistance program will be a hollow shell —
promising ald to the victims of trade but delivering only paperwork and
denlals. We cannot and will not support such a progﬁm. ,
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Petitions

Instituted
1975 528
1976 1,016
1977 1,289
1978 1,732
1979 2,119
1930 5,345
1981 (thru Oct.) 1,041

Source: U.S. Department of Labor

s Annual rate based on seasonally adjusted figures through August, 1931.

|

Table I °

mmkuﬁmsmmte

Total Value of
Completed Partial Success Manufactured
Cases Certifications Certifications Rate % Imports_(Billion)

201 121 1 50 $ 707
933 826 4 50 77.1
1,060 407 . 02 . 76.%
2,008 306 87 82 100.2
2,075 780 (2] 4 112.0
3,204 397 33 29 126.3
2,300 178 39 9 139.3*

Source: WBd&&M&hpoﬂTnde.U-&Dept.ofCanmerce
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Month

February
March

Aprit

May

August
September
October

Total
]

Source: U.S. Department of Labor

Petitions
. Instituted
177
166
183
121
35
73
73

72

1,081

Table I

Adjustment Assistance Case Handling — 19831

Completed
Cases
r 1
261
254
27
289

125
175
162
190

2,300

Certifications Partial Certifications
Petitions ockers Petitions or

9 639 1 &7
17 2,189 1 (Y4
25 4,494 1 306
29 2,908 6 L149
23 2,879 5 1,848
24 3,323 9 14,331
3 236 1 3

6 238 0 0
n 6l6 1 13
26 3,270 1 17
178 20,934 39 18,423

Success Ratio

16%
12%
12%
10%

# &

1%
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volumes, 2/ A similar study, based on 1971 prices and trade flows
and assuming & 50 porcent wmultilateral tariff reduction, also
shows significant gains for the United States as a whole. 3/ Vot
included in these estimates are additionsl benefits of liberalized
trade arising from a variety of sources such as incrcased effi-
ciency duc to a larger scale of production, increased investment,
increased stimulus to technical change, and more stimulat
macroeconomic policies made possidble by reductions £in inflationary
pressures, Further, these figures exclude the gains that could be
reslized through the reduction of nontariff darriers and most of
the gains that would result from liberalized agricultural trade.
One wculd expect, therefore, that these figures underestimate the
total bencfits of trade liberalization, .

Offsetting these benefits to a degree are the one-time
costs of moving workers and capital from one industry to another
in response to changed patterns of economic activity. Both
studies estimate these one-time costs to be small in comparison
with total bencfits--in one case, the costs are estimated to be
fully recovered in the first year's benefits of reduced tariffs,
and in the other case, in 1€ss than two years. 4/ These estin
leave little doubt that, on balance, the United States would reap
significant rewarde from tariff reductions of the sort being
considered in Geneva.

GAINERS AND LOSERS AS A RESULT OF TRADE LIBERALIZATION

The problem with such figures for the net gains of 1iberel-
{zed trade policies is that they can hide the fact that these

gains are not evenly distributed, While consumers and producers
- N

2/ William R, Cline, Naboro Kawanabe, T.0.M, Kron.jo. nnd Thomas
Williams, Trade Negotiations in the Tokyo Round: A Quantita-
tive Assessment (Washington, D.C.: The Brookings Institution,
1978), p. 86,

3/ Robert E. Baldwin, John R. Mutti, and J. David Richardson,

Welfare Effects on the United Sctates of a Significant Multi~
lateral Tariff Reduction (University of Wisconsin-Madison:
April 1978; processeds, p. 21,

4/ See Cline and others, Trade Nqsotiations in_the Tokyo Round,

p. 130; and Ibid., pp. 21-22,
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of some products may benefit greatly from freer trade, some
businesses will be forced to close and some workers will lose
their jobs becausé of increased foreign competition. It will,
of course, be of small comfort to these businesses and workers
to learn that the gains accruing to others axrc much greater
than the losses they themselvas are suffering.

There is no way to predict with any accuracy exactly how
much particular sectors of the U,S, economy will gain or loss as
s result of agreements vreached in Geneva to libaoralize trade pol-
icies. The distribution of such gains and losses will be highly
dependent on the details of the tariff reduction foraulas and
on the nontariff barrier reductions that finally emerge from
the negotiations, and as yet all of these details have not
been worked out,. The average tariff reductions of 30 percent
to 40 percent tliat ace expected will resuls.from a wide range
of reductions for specific products. A number of particular

. products will be accorded special treatment or excluded en-
tirely from tariff reductions. Needless to say, each nation
has 1its own set of products for which it seeks special treat-
ment, and in the closing phases of the negotiations there could
be important changes in the treatment of particular products,

Even if {t is i{mpossible to estimate accurately the impact '
of trade liberalization on particular industries, it is possible
from such studies as the two cited above to get some indication
of which types of industries will gain and which will lose as
& result of trade liberalization, In general, the 4ndustries
that will suffer as 8 result of trade liberalization are those
that are relatively labor Intensive or that make use of simple,
well-known technologies, Among the industries that could poten-
tially suffer the most as a result of tariff reductions are those
producing footwear, leather products other than shoes, pottery
food utensils, steel products, radios and television sets, and
jewelry. 5/ .

5/ Robert E, Baldwin and Wayne S, Lewis, "U.S; Tariff Effects
on Trade and Employment 1in Detailed SIC Industries,” VU.S.
Department of Labor (1978), p., 255, This list includes
industries that would suffer {f tariffs were reduced. As a
practical matter, producers of nonrubber footwear and tele-
vision sets face no such potentisl injury, since these pro-
ducts have been excluded from any tariff reductions agreed to
in Genevs,
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In addition to those industries, the textile industry 4is
often cited as the U.S. tndustry likely to suffer most geverely as -
s result of trade liberalization, §/ According to oné estimate,
job losses in the textile industry could account for nearly 43
percent of sl1 jobs lost in the United States as a resultof
tariff reductions if tariffs on textiles were reduced by tho same
proportion as tariffs on other commodities, 7/ Estismates of the
effect of tariff reductions on the textile 1ndustry are particu~
larly unreliable, however, Most observers expect tariff reduc-
tions on toextiles to be significantly smaller than reductions in
other tariffs, Further, imports of textiles are limited by o
sories of bilateral agreements negotiated within the general
framework of the international Multi~Fiber Agreement, snd nothing
that is being negotiated in Geneva will alter the terms of these
asgreenents, To estimate how large an increase in U.S, textile
imports might result from textile tariff reductions, it would be
necessary to do a careful analysis of the many categories of
textiles covered by each bilateral textile trade agreement,
an undertaking that is beyond the scope of this paper.,

‘ Trade liberalization will have the reverse effect on a number
of industries whose exports have been restricted by high tariffs
abroad. lower duties on the products of these industries will
bring about increased demsnd and eventually will result in higher
employwent, By and large, the beneficiaries of freer trade will
be those industries that exploit highly sophisticated or recently
developed technology or that process U,S. agricultural commodi-
ties. Among those likely to benefit most are industries prnducing
tobacco products, semiconductors, computing machines, office—
wachines, mechanized measuring devices, electronic components,
ajrcrafc, and aircraft equipnenc. 8/ Also making inportant gains

6/ The textile industry includes producers both of woven cloth
and of apparel, The United States is a net exporter of woven
cloth and would presumably remain so after tariff reductions,
The portion of the U.S. textile industry that 1s threatened
by trade liberalization is, more accurately, the npparel
industry.

l/ See Cline and others, Trade Negotfations in the Tokyo Round,
p. 136, .

8/ Baldwin and others, Welfare Effects on the United States of a
Significant Multilateral Tariff Reduction, p. 24.
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will be the U,S, sgricultural sector, particularly 4f liberalfza- -
tion includes not only tariff reductions but also a lowering of
agricultural nontariff barriers by the European Community and
"by Japan,

The brunt of job layoffs in the United States resulting
from trade libersljization will be borne disproportionately
by semiskilled workers--primarily machine operstors, assembly
line workers, and noufarm laborers, Highly skilled workers
will be more in demand as a result of general trade liberal-
{zation, with the need for research and development workers
and prodnction-~related technical workers growing most rapid-
ly. Denand will also increase for all types.of agricultural

orkers, 9/

Geographically, meost of the net job losses resulting from
trade liberalization will take place in the urban areas of the
North and East, particularly in Illinois, Massachusetts, Michigan,
New York, Ohio, and Pennsylvania. Relative to their populations,
the four New England states of Maine, New Hampshire, Vermont, and
Massachusetts will suffer the largest displacement of workers.
Newly created jobs would bde concentrated in the southern, mid-
western, and western areas of the United States, with especially
large increases in the agricultural regions of Kansas, Minnesota,
and the Dakotas, 10/ :

The distridbution of jobs lost and gaired throughout the
United States could have_sgome important social consequences.,
Decause those losing jobs will be predominantly semiskilled
production workers, the burden of adjusting to a regime of freer
trade will fall more heavily on lower-incone and minority workers
than on .the higher-income, mostly white male workers in highly
technical jobs. Often it will be those workers hardest to
place {n new occupations who will be thrown out of work by trade
liberalization. This is particularly the case in the textile
industry, in which 23 percent of the workers are minorities and 65

9/ Baldwin and Lewis, "U.S. Trade and Tariff Effects on Trade
and Employment in Detailed SIC Industries,” p. 253,

10/ 1Ibid,, p. 254, These estimates of the geographical distribu-
tion of job losses and gains do not fnclude the jobs lost by
textile workers, located primarily in the southern United
States.
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percent are women, 11/ Many jobs in the textile industry are
located in rural and econoaically stagnant areas where oppor-
.tunities for alternaste employment sre few, and many textile
workers possess few work skills of use in other.occupations.

Among the beneficiaries of lowered trade bdarriers would be
consumers in the United Uitates, In many cases, trade barriers
have been erected speciffcally to protect particular domestic
industries from lower-priced foreign competition. One would
expect, therefore, that the removal or reduction of such trade
barriers would result {n f{ncressed availability of lower-priced
goods in the U,S. market, ©Estimates of the effects of tariff
reductions consisteatly show such price decreases, In general,
the sectors in which these price reductions are estimated to bde
most significant are the same sectors in which job losses result-
ing from liberalization would be the largest, This 4is not sur-
prising, since 1t is exactly those domestic industries in which
prices are much higher than those of foreign producers that
are most dependent on trade restrictions for their continued
survival, 12/ Further, {t 1s widely believed--although difficult
to prove--that increased foreign access to U.S, markets will aid
U.S. consumers by dbringing additional competitive pressure to bear
on U,S, producers, thus restraining domestic price increases,

The nature and distribution of gains and losses due to liber-
alized trade are such that one might expect opposition to less

\\

11/ Joint Statemewt of FPifteen Fiber, Textile, and Apparel
Industry Associations and Labor Unions to the Subcommittee on
International Trade, Senate Committee on Finance (August 15,
1978; processed), p. 4.

12/ The areas in which the poteatial consumer gains from freer
trade are estimated to be greatest--veneer and plywood, non-
rubber footwear, leather products other than shoes, pottery
food utensils, cutlery, radios snd television sets, motor-
cycles and bdbicycles, and sports and athletic goods~-are among
those areas in which employment losses are likely to be
greatest, Net welfsre gains (the benefit to consumers minus
the costs of adjustment for idled workers and capital) are
summarized succinctly in Cline and others, Trade Nepotiations
in the Tokyo Round, p. 130, Table 3~15, Specific changes by
industry are found in Baldwin and others, Welfare Effects on
the United States of a Significant Multilateral Tariff
Reduction, p. 26,
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restrictive policies to be better organized and more vocal than
support will be. The negative effacts of trade liberalization
will fall heavily on a relatively small group of industries and
workers, But because the losses suffered by this group would-be
severe--~plant closings and the loss of jobs—-and because.the
adversely affected groups would be concentrated in a few locations
and would in general be relatively well organized, strong opposi-
tion to trade liberalization is likely to develop. - The banecfici-
aries of trade liberalization, on the other hand, will be many and
generally unorganized, The benefits accruing to each consumer
will be only marginsl--perhaps not even easily discérnible--and
tho workers finding new jobs are likely to be widely scatteréd and
often without organized unions. Support for liberalized trade
policies by these groups will, therefore, be relativély muted,
The relative organization of opposition .to trade liberalization
should not obscure the fact that trade.liberalization could lead
to significant net gains for the United States, Neither should it
be forgotten, though, that some groups will pay heavily for these
overall gains, ~
Some mechanisms exist in the United States to redistribute
the gains of freer trade and to mitigate the injury suffered by
displaced workers. These wmechanisms--unemployment compensation
and trade adjustment assistance are the most obvious examples--are
far from adéquate, however, to compensate £p11y those who suffér
as a result of action that will bring a 1arger gain to the rest of
the cgonomy. ~Inevitably, a decision to approve any agreement
calling for 1liberalized trade must hurt sowe workers 'and help
others, The Congress cannot avoid this dilemma, snd the best it
can do is consider carefully which groups will be aided and which
injured. If it chooses to approve a trade liberalization agree=-
ment, it may wish to consider expanded or restructured prograns
| providing relief to the losers. :

THE MACROECONOMIC EFFECTS OF TRADE LIBERALIZATION

Trade liberalization could bring important benefits to
particular industries and groups of workers. It could also
result in marginal gains for consumers and, as the figures
noted earlfier suggest, in net gains for the whole United States
econonmy. It is fmportant, however, to keep these gains -in
perspective. Many other influences both in the United States
and abroad also affect employment, income, and economic growth
in the United States. In many cascs, these other influences
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STATEMENT OF STEPHEN KOPLAN, LEGISLATIVE
REPRESENTATIVE, AFL-~CIO, WASHINGTON, D.C.

Mr. KorLAN. Thank you, Mr. Chairman. I would ask that my full
statement appear in the record. I will just summarize it at this
time. . '
The AFL-CIO supports S. 1868, introduced by Senator Moynihan
to moderate five of the destructive and heartless injustices in the
new trade adjustment assistance law, and S. 1865, introduced by
you, Mr. Chairman, and other Senators, which is basically incorpo-
rated in the Moynihan bill.

At the outset let me say, Mr. Chairman, before getting into the
specific provisions of the bill, that we do not view trade adjustment
assistance as a substitute for a fair trade policy. Trade adjustment
assistance is simply providing some compassion for people who are
unemployed as a result of our U.S. trade policy. It is not a substi-
tute for attacking the root of the evil, the problems that caused
that unemployment. I want to make that very clear today.

S. 1868, first, would restore the language in the test for eligibility
to apply for adjustment assistance to “contributed importantly” as
it was In the Trade Act of 1974. “Contributed importantly” means
that a group of workers must prove that rising imports contributed
importantly to their job loss, or a threat thereof, and to a decline
in sales or production. These tests must be met before workers can
be certified as eligible to apply for adjustment assistance. However,
the Omnibus Budget Reconciliation Act of 1981 had changed this
test to ‘“‘substantial cause,” without justification even in budget
terms. There are no guidelines to define what ‘‘substantial cause”
means. Elimination of the ‘‘substantial cause” test contained in
both the bills before this subcommittee is a necessary first step to
maintaining even the skeletal remains of a trade adjustment assist-
ance program.

And I would note, Mr. Chairman, just as we noted when we testi-
fied last March before the House Trade Subcommittee, the Admin-
istration has yet to put a figure on what “substantial cause” means
in budget terms. No figure is included in Mr, Lewis’ statement —
today, nor was any such figure included in the testimony that the
Department of Labor gave on that provision before the House
Trade Subcommittee last March.

Second, S. 1868 entitles workers to training assistance which the
Trade Act of 1974 promises. The administration performed massive
radical surgery on the cash benefit side of trade adjustment assist-
ance based on the argument that any future program must empha-
size training, job search, and relocation. JET—

Just in terms of, as I recall, your own State of Missouri, Mr.
Chairman, before this act was modified, the bill was modified in
the Omnibus Budget Reconciliation Act last August, the maximum
amount of trade adjustment Assistance—the maximum amount—
available to workers was $289 a week. Now, because the national
program has been eliminated, in the State of Missouri, if I recall
the figures correctly, the maximum amount would he $105 a week,
because that's the level of unemployment compensation in the
State of Missouri. Correct me if I am wrong on that figure. If I
recall, that is the figure, Mr. Chairman. =~
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However, absent the proposal contained in S. 1868, workers may
find there either insufficient or no funds available to out the
training side of this program. I would say to you, Mr. Chairman,
that when we testified, and I again refer to last March, there were
no specifics of exactly how this money would be spent; but yet, we
were told that the emphasis was going to be shifted from the cash
benefit side to training, job search, and relocation. Today, in re-
sponse to questions that you asked, Senator Long, I still don’t un-
derstand how this money is planned to be spent by the administra-
tion. I thought, Senator Long, you asked very specific questions as
to how that money would be utilized, whether the administration
has made an effort to locate jobs at the end of the training X;o-
gram, and I thought the answer to your questions was no. d
that’s astounding, because that was the basis for cutting this pro-
gram by 80 percent earlier this year. And we still don’t know how
the administration plans to spend this training money.

Third, S. 1868 extends coverage of trade adjustment assistance to
workers who work for independent suppliers of parts and services.
As of now, the people who are unemployed because imports cost
their jobs are generally not covered unless they are emp}%{ed by a
firm which makes an import-impacted end product. us, the
worker who is displaced, for exampie, by imported television sets,
can be eligible if his firm makes television parts and television sets.
But if the firm for which he works only makes parts for television
sets, the worker is not covered, or an auto worker who makes auto
parts for an auto firm such as Ford, GM, or Chrysler, with neces-
sary parts or not.

en worse, a cafeteria worker employed by an independent
food-service firm in an auto plant cannot get certified under cur-
rent law even though every other worker in the firm is covered.
And workers who drive the trucks that deliver cars are ineligible
unless they work for the firm which is the producer of the cars.

S. 1868 would address this problem. Coverage should not depend
on what the worker does now, today—this is the situation—but on
who owns the plant. But the AFL-CIO has long urged that all

arts and service workers impacted by imports should be eligible
or trade adjustment assistance coverage. :

S. 1868 appropriately exempts from the calculation of the 26-
week-work-eligibility requirement the weeks a worker has been on
workers compensation and from the weeks a worker has been un-
justifiably laid off but for which the worker is later compensated.

And finally, S. 1868 would change the ‘“suitable work” standard
in the current law so that workers who have received their initial
unemployment compensation will not be cut off from trade adjust-
ment assistance benefits or training if they do not accept any job at
the minimum wage. This proposaf is essential if the job skills of
American workers are to be maintained.

I note that this morning the administration put a $10 million
figure on that particular provision.

Mr. Chairman, the AFE—CIO urges adoption of S. 1868 as a first
step to assist workers who have lost their jobs through no fault of
their own but because of U.S. trade policy.

-[The prepared statement follows:]
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SUMMARY
STPTBMENT OF STEPHEN KOPLAN, LECISLATIVE RSPRESENTATIVE
DEPARTMENT OF LEGISULATION
AMERICAN FEDERATIOM OF I2BOR AND CONCRESS OF INDUSTRIAT ORGANIZATIONS
BEFORE THE SURCOMMITTEFE ON INTFPNATIONAI. TRADE, SENATE FINANCE COMMITTEE
ON S. 1865 and S. 186€ - Z2MENDMENTS TO TPANF APMJUSTMENT ASSISTANCE

Necember 7, 1081
The AFI-CIO supports S. 1868, introduced hy Senator Moynihan to
moderate five of the disastrous, destructive and bheartless injustices in
the new trade adjustment assistance law, and S, 1865, introduced by
Chairman NDanforth an¢ other Senators, which is hasically incorporated in
the Moynihan bill.

J. S. 186f restores thre language in the test for eligihility to
apply for adjustment assistance to "contribute” importantly," as it was
in the Trade Act of 1974. . "Contributed importantly'" means that a group
of workers must prove that rising imports contrihuted importantly to their
Joh Joss or the threat trereof and to a cecline in sales or production.
These tests must be met hefore workers can be certified as eligible to
apply for adjustment assistance. However, the Omnibus Budget Reconcil-
iation Act of 1981 had changed this test to "substantial cause," without
justification ever in budget terms. There are no guidelines to define
what “"substantial cause” mezns. FElimination of the "suhstantial cause™
test is a necessary first step to maintaining even the skeletal remains
of a trade adjustment assjstance program.

2. S, 1868 entitles workers to training assistance which the
Trade Act of 1974 promises. The Administration performed massive radical
surgery on the cash benefit side of TAA based on ttre argument that any
future program must emprasize training, job search and relocation.
However, absent the proposal contained in S. 868, workers may find
there are either insufficient or no funds available to carry out this
side of the program. ~

3. S. 1268 extends coverage of trade adjustment assistance to
workers who work for independent suppliers of parts and services. ; As
of now, the people who are unemployed because imports cost their jobs
are generally not covered unless they are employed by a firm which makes
an import-impacted end product. Thus coverage depends not on what “the
worker does but on who owns the plant. The AFL-CIO has long urged that
all parts and service workers impacted by imports stould be eligihle for
trade adjustment assistance coverage.

4. 8. 1°68 appropriately exempts from the calculation of the
26-week-work eligibility requirement the weeks a worker has been on
workers' compensation and from the requirement the weeks a worker has
been unjustifiably laid off but for which the worker is later compensated.

5. 8. 1868 changes the "suitable work" standard-in the current
law so trat workers who have received their initial unemployment compen-
sation will not be cut off from trade adjustment assistance benefits or
training if they do not accept any job at the minimum wage. This
proposal is essential if the job skills of American workers are to be
maintained.

Therefore, the AFL-CIO urges adoption of S. 1868 as a first step

to assist workers who have lost their jobs through no fault of their own,
rather because of U.S. trade policy. - .
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STATEMENT OF STEPHEN KOPLAN, LEGISLATIVE REPRESENTATIVE,
DEPARTMENT OF LEGISLATION
AMERICAN FEDERATION OF LABOR AND CONCRESS OF INDUSTRIAL ORGANIZATIONS
BEFORE THE SUBCOMMITTEF ON INTERNATIONAL TRADF, SENATE FINANCE COMMITTEE
"ON S. 1065 and S. 1868 - AMENDMENTS TO TRADFE ANJUSTMENT ASSISTANCE

December 7, 1981

The AFL-CIO appreciates the opportunity to appear in support

of S. 1868, introduced@ by Senator Moynihan, to moderate five of the
. disastrous, destructive and heartless injustices in the new trade
adjustment assistance law and on S. 1865, introduced by Chairman
Danforth, and other Senators, which is basically incorporated in
the Moynihan bill.

The Trade Adjustment Assistance program'was virtually
abolished in the Omnibus Budget Reconciliation Act of 1981. The
program was cut from $1.5 billion to $317 million, with extensive
legislative changes that ;Effved all of the best features in trade
adjustment assistance. Included in tie $317 million fiqure\was
$112 million for training, job search and relocation. That $112
million was subsequently reduced to $25 million in the Continuing
Resolution and ultimately vetoed by the President.

We want to compliment the Chairman for his efforts to put
into the recent Continuing Resolution on the Budget ad@itional
funds for training. We regret that the President's veto étymied
this effort. )

The five parté of S, 1868 are merely modest steps to bartially
redress gross injustice. As Senator Moynihan pointed out in
introducing S. 1868, "the most egregious but seemingly unnoticed
changes to the TRAA program that were recently adopted will be

addressed."
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First, S. 1868 restores the language in the test. for

eligibility to apply for adjustment assistance to "contributed

importantly,"” as it was in the Trade Act of 1974. That means that

a group of workers must prove that rising imports "contributed
importantly" to their job loss, or the threat thereof, and to a
decline in sales or production. These tests must be met before any
group of workers can be certified to apply for adjustment assistance.

The AFL-CIO has bhistorically protested the comp;;cated
bureaucratic procedures that ﬁave been used to deny workers adjust-
ment assistance. The tests under “contributed importantly" had
been i;;erpreted to make it arbitrarily difficult for workers to
qualify.

But the Omnibus Budget Reconciliation Act of 1981 changed
even this test to a stricter requirement that was ;ven more
bureaucratically complicated and subjective: 2 group of workers
must prove that rising imports “were a substantial cause of" their
job loss and the decline in sales or production in order to be --
certified,

Senators Danforth and Movnihan got a six-month delay in the
effggtive date of this prQbibitive change. 2nd S. 1865 sponsored
by Senators Danforth, Moynihan, Roth, Heinz anédé Mitchell, would
make that delay permanent -- until Octobef 1983 when trade adjust-
ment assistance is to be renewed. S. 1868 effects a similar
result.

There was never any justification for thi; "substantial

cause" test in budget terms. The phrase '"contributed importantly"

03
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had been put in the law in 197;‘because most import-affected
workers had been unable to get any of the promised trade adjustment
assistance between 1962 and 1969, Only a marginal number had heen
aktle to qualify by 1974. The "substantial cause" test is therefore
8 trrowhack to make it possible to deny virtually-all workers any
Apromised relief under trade adjustment assistance while the -program

remains a part of the law,

"Suhstantial cause" is cdefined as\"a cause which is important
and not less than any other cause," as used in Section 20] of the
Trade Act Bf 1974. -

There ;re no guicdelines in any body of law that defines what
this means. There are not even any guidelines to guide the Congress
on what it means.

But Amerjican auto workers know what it has meant in Section
20i of the Trade Act of 1974: Despite the fact that the entire
International Trade Commission found the auto industry had %“een
injured, the members of the ITC decided in a 3-2 vote that imports

'gg;e not greater than any otber caﬁse of the injury. Thrus the auto
industry and workers got no relief from imports now costing the
United States' jobs and production in towns and cities across the
nation.

Those who are affected by import losses will therefore be
unable\€b~prove a case unless S, 1868 and S, 1865 are passed. In
short, there wil) nop be adjustment assistance for workers, bhecause
it will be almost impossible to prove eligikility, unless S. 1868
and S, 1865 are passed.

The Congressional Budget Jffice reported to the Finance

Committee that this change to "substantial cause" presumes a
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levei~o£ sophisticated economic analysis that may ﬂ&t have been
developed yet. Currently the Secretary oﬁly must determine if
imports are an important cause of layoffs, without examining other
causes."

As the Chairman of this Subcommittee has stated, it is
"unnecessary if not counterproductive, to retain this additional
cumbersome criterion."

The CBO also stated that the test in the Omnibus Bill would
"reduce TAA participation."”

As Senator Moynihan has stated, the Administration's plans
to have this more restriéffve test "would only limit the pool of
experienced workers who could take advantage of the opportunities
for adjustment under the TAA program."

For these reasons, we believe that elimination of the
"substantial cause" test is a necessary first step to maintaining

even the skeletal remains of a trade adjustment assistance program.

Entitlemepnt to Training

Second, S. 1868 entitles workers to training assistance which
tre Trade Act of 1974 promises. The amendment merely changes the
current provisions of the Trade Act of 1974 to state that the
“Secretary ghall approve such training" instead of "the Secretary
may approve such training."

One purpose of trade adjustment assistance is to help workers
adjust to new jobs and to be able to get new jobs.

The Administration performed massive radical surgery on the
cash benefit side of TAA based on the argument that any future

program must emphasize training, job search and relocation. The
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AFL-CIO opposed the decimation of the cash benefit program but
certainly supports training, job search and relocation funds as
preferable to long-term increases in unemployment lines,

It is senseless to require that unemployed workers prove
that théy have been injured, gain access to the program and
then, after all the qualifications have heen met, to find there
are either insufficient or no training funds available to carry

out that side of the program.

This provision of S. 1868 is long overdue.

S f nt Pa Serv

The third provision of S. 1868 would extend the coverage of
the trade adjustment assistance program to workers who work for
independent suppliers of barts and services.

This has long been a goal of those who are interesyed 1n”
having an effective, nondiscriminatory adjustment assistance
program. This concept was passed by the House of Representatives
in thg last Congress, and has become an ever more important need
as the inequities of the current law are becoming more evident.

The basic inequity under the law is that those who are now
unemployed because 1m§orts have cost them their jobs are generally
not(éavéreé by trade adjustment assistance unless they are employed
by 2 firm which makes an import-impacted end product. Thus the
worker who is displaced by imported television sets can be eligible
if his firm makes television parts and television sets. But if
the firm for which he works only makes Parts for television sets,
the worker is not covered. Or an auto worker, who makes auto parts

for an auto firm such as Ford, CM or Chrysler with necessary parts

BEST COPY AVAILABLE



- 114

are not. Even worse, a cafeteria worker employed by an independent
food ser'ice firm in an auto plant, cannot get certified under
current law even though evéry other worker in the plant is covered.
And workers who drive the trucks to deliver cars are ineligible

unless they work for the firm which 1s'the producer of the cars.

Thus coverage has depended not on what the worker does, bhut
on who owns the plant. Parts and service workers should be covered
under the same standards that are used for workers who are employed
to make the final product.

This is a minimal change, Mr. Chairman. A change that is long
overdue and wtich is essentjial to remove some of the most glaring
inequities ;n the trade adjustment assistance program. The AFL-CIO
has long urged the extension of benefits to such workers. In sum,
all parts and service workers should be eligible for trade adjust-

ment assistance coverage.

of Worker ng;;;icggxgg

Fourth, S. 1868 would amend the law to address the abuse in

the current requirements that the worker wtro is certified as eligible
to apply for adjué;hent assistance must also have had 26 weeks of
employment in the last year prior to the -lay-off because of import
injury in order to qua]if; for adjustment assistance.

This requirement was originally put into tre law so that there
would not be an abuse of the trade adjustment program by caualifying

for 52 weeks of benefits, workers who had only worked a few weeks.

-
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Instead, the requirement of 26 weeks employment has been used
to deny henefits to workers who had worked for many years but were
injured on the job or on sick-leave or unjustifiably laid off dQuring
the last year of service.

For example, an employee with 20 years service who was
injured on the job ané out of work for much of the last year before
the plant was shut down now receives no trade adjustment assistance
benefit because of the 26-week requirement.

ﬂ The same is true of an employee with high seniority who was
unjustifiably laid-off for a long period during the year prior to
the date of import injury and has received back pay. h

_S. 1868 appropriately exempts from the calculation of the
26 -week-work eligibility requirement the weeks a worker has been
on workers' compensation and from the requirement the weeks a worker

has been unjustifiably laid off but for which the worker is later

compensated.

Suitable Work Standard for TRA Eligible Workers Receiving Extended
Benefits or TRA -
Fifth, S, 1868 would change the "suitable work" standard
for workers who have lost their jobs hecause of imports, so that
they will not be forced to take jobs at the minimum wage or lose
their right to trade adjustment assistance benefits or training at
the end of the first 26 weeks of unemployment compensation. That
is the current state of the law.
Thus a trade adjustment assistance program no longer guarantees

a 52 week program,

N
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S. 1868 amends the Federal-State Extended Unemployment
Compensation Act of 1970 again by adéing a‘;éw clause ~-- a new improved
definition of "suitable work" for trade adjustment assistance
purposes. The new test would be "work of a substantially equal or
higher skill levelmthan the workers' past adversely affected
employment" and "wages for such work at noé less than 80 percent
of the individual's average weekly wage for his most recent base
period."”

This amendment should at least help to create adjustment
assistance for workers rather than to create a new group of the
working poor whose jobs were lost because of t$e federal govern-

-~ ment's trade policy. 4

The AFL-CIO urges adoption of S, 1868 as a first step to
assist workers who have lost their jobs through no fault of their

own rather because of U.S. trade policy.

STATEMENT OF ELIZABETH SMITH, LEGISLATIVE AND POLITI-
CAL EDUCATION DIRECTOR, AMALGAMATED CLOTHING AND
TEXTILE WORKERS UNION, WASHINGTON, D.C. i

Ms. SmitH. Mr. Chairman, members of the subcommittee, I am
Elizabeth Smith, legislative and political education director of the
Amalgamated Clothing and Textile Workers Union. Our union rep-
resents 465,000 workers who make textile fabrics, mens’ apparel,
shoes, leather apparel, automobile interior components, and photo--
copying machines. All of these products have been hit by devastat-
ing import penetration.

The import problems in the area where our membership is con-
centrated, the textile and apparel industry, is well known to this
subcommittee. Our members’ job security still relies greatly on in-
ternational agreements restraining import growth, which Senator
Moynihan can take great pride in as the originator of the short-
term cotton arrangement in 1961. - '

But'in spite of these international import agreements, hundreds
of thousands of our workers have lost their jobs, and over 55,000 of
our members who lost employment qualified for trade adjustment -
asgistance. But many, many more of our members in textile mills,
in auto component plants, did not qualify because, due to the re-
strictive language of eligibility and the legislative history accompa-
nying e(tlhe enactment of the Trade Adjustment Act, they were not
covered. ~

Mr. Chairman, the tariff cuts and the other trade liberalization
agreements of the Tokyo round negotiations are being felt by our
economy, and right now:in our industry, uhemployment is over 12
percent, which is muth higher than the national average, and
many, many more of our workers, well over 12 percent, are now on
a 80-hour week. '
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The current administration and its supporters in Congress decid-
ed to compound the damage of greater import-created job loss by
gutting TAA and its income maintenance protections.

We would like to commend the members of this subcommittee

for introducing S. 1865 and 1868 which, if enacted, would help miti-
ate the damage done to the trade adjustment assistance program
a]y"sopass;age of the Omnibus Budget Reconciliation Act. We would
like to thank you, Mr. Chairman, Senator Roth, Senator Moy-
nihan, and Senator Dole, for your help in adding training funds to
the continuing resolution, which unfortunately was ve .

Our reasons for support can be quickly cited. As a matter of fact,
I won’t cite them, because my colleagues here have already covered
most of it; however, there are two things that I would like to note.
The change in standards from “substantial cause’” to “contributed
importantly,” covered by Senator Danforth’s hill, may not produce
a substantially greater increase in TAA certifications from the
miniscule number of this year, because under the current adminis-
tration of this program if 10 facts support certification and one fact
does not, the Labor Department seems to be using that one fact as
the basis for denying the workers' position for benefit eligibility.
One must assume that this is being done with the presumption
that the union or the affected workers will not pursue the legal
remedies of appeal since the costs of legal challenge far outweigh
any potential amount of trade adjustment benefits that may result.
Thus, we would ask that the sponsors of these bills might also con-
sider ahsimplified appeal procedure in addition to the other pro-

c es. ' ' .

In a si%&r manner, let me point out a contradiction which is
not resolved by this legislation. Certification of trade adjustment
assistance eligibility is made for a 2-year period, but under the
Budget Reconciliation Act, a maximum time period of 52 weeks
from the date of exhaustion of unemployment compensation eligi-
bility is set for reception of trade adjustment assistance benefits. It
is not just conceivable, but fairly likely, that many workers will be
~ certified eligible for trade adjustment assistance but will be unable
_ -~ to collect due to the 52-week limitation. This is especially true now

~that the Labor Department is taking 8-9-10 months, almost the

entire 52 weeks, to render a decision on eligibility in the firsvslf;lace.
This unconscionable and illegal delay in decisionmaking will un-
doubtedly get longer with the planned reduction in Labor Depart-
ment personnel made necessary by further budget cutting.

The two bills before this subcommittee thus make some essential
changes and prevent one crucial change in the trade adjustment
_asgistance program as created by the an administration. The
fact that the entire trade adjustment assistance program is no-
where near being adequate to meet the needs of workers unem-
plo;;;%d bgaexcesslve imports probably must await correction until
another day.

But untir such time, until the possible realization of a fair trade

- _policy and a full-emfloyment domestic economy which would make
- trade adjustment assistance programs less important, we support
these modest but necessary betterments to the current program.

- , you.
. [The prepared statement follows:]
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STATEMENT OF BiIZABGTH M. SMITH, LEGISLATIVE AND POLITICAL
EDUCATION DIRECTOR, AMALGAMATED CLOTHING AND TEXTILE WORKERS
UNION, AFL-CIO,CLC, BEFORE THE SUBCOMMITTEE ON INTERNATIONAL

TRADE, SENATE FINANCE COMMITTEE, ON S. 1865 and S. 1868, AMEND-

MENTS TO THE TRADE ADJUSTMENT ASSISTANCE ACT. -

Mr. Chairman and Members of the Subcommittee:

The Amalgamated Clothing and Textile Workers Union (ACTWU)
is pleased to appear here today in support of S. 1868, Senator
Moynihan's bill, and S. 1865, introduced by Chairman Danforth,

_Senator Moynihan, Senator Roth, Senator Heinz, and Senator
Mitchell. Our unlon represents 465,000 workers who make, among
other things, textile fabrics, men's appaéel, shoes, leather.
apparel, automobile interior gomponents and photocopyin;
machines. All these products have been hit by devas&g&ing
import penetration, resulting in loss of employment~for thousands
of our members all across the country. — -

The import problems in the area where our membership is
.concentrated ~-- the textile and apparel industry -- is well
known to this subcommittee. Our members' job security still
relies greatly on international agreements restraining import
arowth, which Senator Moynihan can take great pride in as an
originator of the Short-term Cotton Arrangement in 1961.

In spite of the existence of these import agreements, over .
55,000 ACTWU members who lost employment qualified for trade
adjustment assistance (TAA). This is a étatistic'of shame for

this nation, _not one of pride. Why should the workers in this
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vital industry be made to pay the costs of import penetration
with blindly accepted theoretical mythology? - Trade Adjustment
Assistance was one small, inadequate means of sharing these

" costs on a more equitable basis with the rest of society.

The TAA provisions of the Trade Act of 1974 were put into
effect to ameliorate the impact of the Kennedy Round of tariff
cuts. Even under the law, many of our members were denied TAA
benefits due to the restrictive definition of eligibility and
legislative history accompanying its enactment. Our members
in textile mills, our members in the auto component plants did
not understand why imports were not considered the direct cause
of their unemployment. Other workers did not understand why
they were denied TAA certification when gggir company went out
of business due to dumped or subsidized imports selling at
unfairly low prices.

Now the tariff cuts and other trade liberalization agreements
of the Tokyo Round negotiations are being felt by our economy.
The currect Administration and its supporters in‘Congress decided
to compound this damage of greater import-created job loss by
gutting TAA and its income-maintenance protections.

We commend Senators Moynihan, Danforth, Heinz, Mitchell, Roth

. and the others who are attempting to mitigate some of the damage
done to the trade adjustment assistance program by passage of
the Oomnibus Budget Reconciliation Act of 198l1. We endorse the
two bills, S. 1865 and S. 1868, being considered today, and
urge quick enactment of this legislation.
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Our reasons for support can be quickly cited. I have already
mentioned the inequity of supplier industries being denied TAA
eligibility. 8. 1868 would rectify this injustice.

The change in standards for determining trade impact as the
reason for unemployment from "substantial cause® to the original
*contributed importantly” -will make a necessary difference in
establishing TAA eligibility. The world is not one of simplistic
-distinctions and to insist on such an arbitrary assessment on
--what caused a worker's unemployment as “"substantial cause" is

completely unrealistic. This wording: would be an unmeetable

test, both on a logical and etonomic basis.

Not that this change in standards would produce a substantially
greater increase in TAA certifications from the miniscule number
~of this year. Under the current administration of this program,
if 10 facts support certification and one fact does not, the
'~ Labor Department will use the one fact as the basis for denfing
the workers' position for benefit eligibility. .One.must assume
this is béing done with the presumption that the union or
affected workers will not pursue the legal remedies of appeal
sinceq:ég_ggsta_gg:;egal challenge far outweigh any potention
amount of TAA benefits that may result., Thus we ﬁould ask that
the sponsors of these bills also consider a simplified appeal

procedure in addition to the other proposed changes.
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The other essential change provided for in S. 1868 is
to get rid of the Catch 22 situation of mandating acceptance of
any minimum wage job offer by an unemployed worker after
exhausting unemployment ‘compensation, which thereby negates
all TAA benefits. If this change is not enacted, we will be
* back to the same situation pr%or to 1974 whefgby a TAA program
existed but virtually no one éualified for benefits.

In a simiiar manner, let me point out a contradiction which
is not resolved by this legislation. Certification of
eligibility is made for a two-year period. But under the
Budget Reconciliation Act a maximum time period of 52 weeks
from the date of exhaustion of unemployment compensation
eligibility is set for reception of TAA benefits. It is not
just conceivable, but fairly likely, that many workers will
be certified eligible for TAA but unable to collect due to the
52-week limitation. This is especially true now when the Labor
Department is tak§ng from 8 months to 9 and 10 months -~ almost

the entire 52 weeks -- to render a decision on eligibility in
the first place. This unconscionable and illegal delay in
decision making will undoubtedly geg longer with the planned
reduction in Labor Department personnel made necessary by
further budget cutting. -
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 The two bills before this subcommittée thus make some
essential changes -- and prevent one crucial change -~ }n the
trade adjustment assistance program as creaté& by the Reaéan
Administration. The fact that the entire TAA program is nowhere
near being adequate to meet the needs of workers unemployed
by excessive imports probably must await correction until -

another day.

But until sgch time, until the possible realization qf a
fair trade policy and a full-employméht domestic economy which
would make TAA programs less important, we are willing to support
these modest, but necessary, betterments to the current program

which these bills provide.

STATEMENT OF JOHN POWDERLY, LEGISLATIVE REPRESENTA.
TIVE, UNITED -STEELWORKERS OF AMERICA, WASHINGTON,
D.C. -

Mr. PowperLy. Thank you, Mr. Chairman. My name is John
Powderly. I am with the legislative department of the United Steel-
workers of America, and I have testimony by John Sheehan, who is
the legislative director of the Steelworkers Union, that I would like
to have submitted into the record.

[The statement follows:]
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TESTIMONY
of

JOHN J. SHEEHAN
LEGISLATIVE DIRECTOR
UNITED STEELWORKERS OF AMERICA
on

TRADE READJUSTMENT ASSISTANCE

Early this year during the blitzkrieg on the budget,
we testified-before the House Subcommittee on Trade in behalf
of haintaining the trade readjustment program as it was .
incorporated in the 1974 Trade Act. '

_— The main thrust of.our argument was that the Administra-
tion's $2.7 billion projected cost of the‘frogram for FY 1981
was not in line with reality. Our own estimates were not the

result of crystal ball gazing -- we, along with other unions,

simply surveyed the eight state employment services which
accounted for 807 of the workers currently certified for TRA
benefits at that time and found a 61 percent decrease in allow-
ances were being paid as against the total being paid in October

of 1980. The evidence was there for all to see: the great surge

of workers who were laid off during the automobile import ériais

were férminating their eligibility and new entries of certified
- .workers were down dramatically. '
Because the TRA benefit program would expire on Septem-

ber 30, 1982, we urged the Congress to await a more adequa:é

reading of the costs instead of rushing through amendments which B
_would gut the progranm. ‘The figures for FY 1981 are now in and -

they are what we predicted they would be: the estimat;d cost™

of $2.7 billion is in reality about $1.5 billion. This $1.2 billion
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savings was achieved not'beéause of any chéhses in the benefit
' structure which only went into effe;t on October first of this
year, but because of a bloated estimate of the benefit costs in
the first‘blace.' "

ﬂr.'Chaigman.'we cautioned against having this program

crushed under the Stockman stampede.  Now would have been the

. more appropriate time to look-at reauthorization of the TRA pro-

. gram under the light of full disclosure of facts.

) The number of workers certified for TRA during the full
years from 1976 through 1979 ranged from.140,000 to 200,000.
In 1980, this figu;e soared to 540,000 workers who were certified
- as laid off because of iﬁports; and there was another laryge
number of independent parts suppliers who were adversely affected
by imports, but who were ineligible ggcause of the restrictive
limitations on coverage. ‘ o
- In the twelve months from October 1980 through September
1981, the Department of Labor has certified 56,716 workers --
about one-third the number certified during the normalized
1975-1979 period. ‘
Mr. Chairmap. the organized labor movement in this country
did not lobby for trade adjustment'assisﬁance in 1974. The
TRA benefits were incorporated in the Trade Act as an acknowledge-
ment by the federal government that changes in our trade relations

with foreign countries would inevitably bring injury to American

;‘-workers who lost employment and the readjustment benefits would

serve to compensate for that injury. This entitlement commit-

ment paved the way for the Trade Treaty of 1979.

egestlg-e2-9 K . L
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Mr. Chairman, the Omnibus Reconciliation Act which -
amended the trade adjustment.benefit program changed the group
eligibility test from one that imports must "contr;bute
importantly" to the decline of domestic production and the con-
sequent unemployment, to one that declares that importf must
be a "substantial cause” of the domestic decline. This new test
would require the Labor Department to find that the impact of
;gports on domestic unemployment was no less than any other cause.

We oppose the change from the "contribute importantly' test

_ which itself is a tough test.

Beginning in August of 1980, our union filed petitions
for unemployed Steelworkers at 86 steel properties. In that
month, the number of industry employees engaged in the produc-
tion and marketing of steel fell for the fourteenth consecutive
month to 263,620 hourly employees compared to 350,000 in August
1979. The American Iron and Steel Institute reported that the

- August 1980 figure was the lowest since it began tracking eﬁﬁloy-

ment in June 1933. 1In that same month, the industry's capability
utilization rate sank to 54.8 percent while imports'as a per-
centage of apparent supply had riaé; to 20.6%. But of the 86
petitions filed for'TRA duiing this time period, the Department
of Labor found only seven instances where imports were 'con- |

tributing importantly" to the unemployment.
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The Constpgs. however, decided to tighten the eligi-
‘ bility criteria further on the assumption that the previous
test was too libéral. Application of‘the test belie that
~assumptidn;. NeVertheless, injured workers, unemployed because
'ﬂof imports, will be subjected to an even more restrictive test.
it is a test with which we have had previous experience. It
.was in the 1962 law and it was a provision which made a mockery
‘out of the adjustment assistance provision of that legislation.
We have been testifying before .Congress for impfove-
ments in the TRA system and in support of the retention of tha'
less restrictive eligibility test.  Not only did we not obtain
any improvements in the program, but under the guise of a false
saving and under the pressure of the‘;qunciliation process Qé.
lost; for all practical purposes, the whole system of adjusé-
ment for trade impacted workers. These entitlements were
sacrificed for very liberal tax reductions for the wealthy.
Now we are witnessing a sharp downturn in the economy.

-We are in a recession. Unemployment is 8.4 percent. During
the period of.slackening demand, imports have a particularly
pernicious impact. -Injury does occur. fet the safety net has
been withdrawn.

Congress was unwilling to listen to labor when we plead
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that the program should be held in tact pending the time of

need,
Tbe time of need has now arrived. However, I -

doubt very much that an omnibus bill, like the one proposed today.
will ever see the light of, day, especially since the Congress
seems to be more intent upon further reductions in safety net
programs. S

~ Yet ﬁhe Administration has been pleading for modera-
tion in the complaints which have been lodged against the gurge
in steel imports. We are advisedvghaé wider national and glodbal
considerations are involved. While such admonitions should nb
doubt play a role in final decisions made with regard to a steel
import policy, certainly the withdrawal Bf the TRA as an import
sifety net makes such requests somewhat unreasonable.

Let me hasten to add that European steel workers are

"also undergoing extreme hardship, high unemployment and permanent

layoffs. However, European governments had not withdrawn the

assistance and adjustment programs. Indeed, as they feel more

and more the pressure to restrain certain aggressive export
policy, they have enhanced their worker adaptatioa.programs.
How ironic that this goverment, faced with difficult dillemas
in the steel trade~ﬁafket. has eliminated its assistance programs
which might have allowed some flexibility to apply optional .
trade responses. ' :

To make matters even worse, the attack on TRA was

recently continued. The Senate HHS-Labor Appropriations bill
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has slashed the administrative budget for the implementation
of the trunc;ﬁe&,TRA program4by 80 percent, ‘bqirently; thétc
are over 12.000’peuitionh backlogged in the Labor Departpent.
There is a etaff of'épp;pximatély 146 persons working on them.
' However, tﬁé Senate is prepared to reduce this staff té only
‘twenty-niqo (29),posigipu§. Mr. Chairman,ithis is a jokélr '
We don'c'éxpecf mﬁhh oué of the future TRA progfam.:but workers
" dre at lpist ent;:i%d to & prompt resporise td petitions pehding
_under the cu:rent'éfogfqm.f Evén‘thiéiwill be denied to tﬁéﬁ.:
Yes, we support the bill before this Committeé.
However, we appear before féu not with any 111u;16ﬂ that it
will pass but rather to protest the shabby treatment which ..
Amgfic&n_wo?kers! injured bgcaﬁse of- trade, héﬁé recéiged
- from the Reagan Administrationhand thewvﬁudge: conacious"
Congress. These restrictive budgetary poi;cies have not
‘balanced the budget and,most assﬁreély; the}-qill contingp to

prevent a balance of thé human budget.

- Mr. PowperLy. I am just going to touch on some points, Mr.
Chairman and members of the committee. We support the testimo-
ny that the federation presented to you in some detail. e

T would like to go to the opposition ‘that we have from changing
the “contributed importantly” test and give you some evidence
that that test, itself, is a tough test. Beginninf in August 1980, the
Steelworkers Union filed petitions for unemployed steelworkers at

- 86 steel properties. In that month; August 1980, the number of in-
dustry employees engaged in production and marketing of steel fell
for the 14th consecutive month to 263,000 hourly employees com-
Rared ‘ :(i 9&}’%0,000 employees: in° August of a year prior to that, in

ugust: ) : . U VU EE R PR

The American Iron & Steel Institute reported that the August

- 1980 figure was the lowest employment figure since it began track-

~'ing employment in'June of 1988. In that same month, the steel
industry’s capability utilization rate sank to 54.8 percent-—again,

: ‘the lowest since the industry began tracking it—while imports as a

_percentage of apparent supply had risen to 20.6'percent. But of the

86 petitions filed for TRA during this time period, the Department

of Labor foundonly 7 instances where imports were contributing

importantly to that unemployment.. -~ - o - - -

-, We are now witnessing ‘a4 sharp downturn in the efonomy. We
aré‘in & recession. Unemployment is:8.4 percent. During the:period

. of slackening demand, imports' have a ‘particularly pernicious

" impact. Injury does occur, yet the safety riet hi8:beeh withdrawn,

The time of need has now arrived; howeéver, If‘doubt-*\rerg much

~ 'that the proposals being proposed here today will ever see the light

< : . :
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of day, especially since the Congress seems to be more intent upon

_ further reductions in the safety net program.

- To make matters even worse, the attack on TRA was recently
continuied. The Senate, through Labor-HHS appropriations bill, has

slashed the admmlstratlon 8 budget for the implementation of the

truncated TRA program edl rcent. Currently there are over
12,000 petitions backlo in the Labor Department. There is a.
staff of approximately 146-persons working on them. However, the
Senate is prepared to reduce this staff to onl{ 29 positions. Mr.
Chairman, this is a joke, We don’t expect much out of the future
TRA program, but workers are at least entitled to a prompt re-
sponse to petitions pending under the current program. ‘

We support these two bills before the committee; however, we
appear before you not with any illusion that it will pass but,
rather, to protest the shabby treatment which American workers,
injured because of trade, have received from the Reagan adminis-
tration and the budget-conscious Congress. These restrictive budg-
etary policies have not balanced the budget, and, most assuredly,
they will continue to prevent a balance of the human budget. :

Thank you, Mr. Chairman.

Senator DANFORTH. We have heard testimony this morning to
thé effect that American trade pohcfr has depended on a consensus
of the American people, including labor, in favor of a free trade
policy, and that, as part of that concensus, there was an under-
standing between various administrations and the labor movement
to the effect that there would be an adequate trade adjustment as-
sistance program in consideration for labor's support of free trade.

- Do you believe that the labor movement has kept up its side of
i the bargain to date? Have you been supportive of the past efforts,

such as in 19‘79 to liberalize international trade?

... Mr. KopLaAN. I think, Mr. Chairman, that the labor ‘movement
has kefpt up its end of the bargain. I don’t quarrel with your recita-
tion of past history, but in terms of what we have now, as far as
-the trade adjustment assistance program is concerned, as you
pointed out in your introductory remarks, I believe, it has been
slashed by 80 percent. And the very basis for slashing it, trgining
moneys, the administration is apparently lukewarm on. =
. rtamly, your efforts during the course of the debate on the
contmumg resolution, to put trainin, ifunds into that bill, Senator
Moynihan’s efforts and Senator Roth’s and all those people that
worked with us, I'm sure that it was as frustrating for all of you as
it was for us to see a start with $100 million for that side of the
program, see it compromised to 50 and then slashed to 25 and out
to.zero. If anything, what happened then, coupled with what I read
in the Washington Post yesterday—and I'm not going to: recite that
- again, because it has been referred to by— L

Senator Momn-wv Mr. Chaxrman may I put that in the mcord
at thig point? ,

‘Senator DAmfon'm Certainly

[The informatlon follows: ]
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OMB Szxxs Ngw CuTs AT LABOR DEPARTMENT
t .
PROPOSAL SLASHES TRAINING FOR JOBS; DONOVAN TO APPEAL

(By Spencer Rich, Washington Post Staff Writer)

The Office of Management and Budget has proposed new Labor Department cuts
that would all but wipe out the federal ﬁovemment’s manpower training programs
for minorities, unskilled workers and welfare clients, sources said yesterday. _

The OMB has decided to allow the department $1.56 billion in fiscal 1983 for a
varie%’y %tl‘ job-training and manpower programs, according to department and con-

onal sources. ; : v

Federal obligations for these ﬁm in fiscal 1981 totaled nearly $8 billion.

The training programs help ans, t workers, older Americans, welfare
clients, black and Hispanic youth and unskilled workers gain skills needed to com- -
pete for jobs in today’s market. '

Unémployment rates of many of these groups, especially minority youth, are far
thlll‘aer than for the general population, in part because many lack marketable labor
skills; for black teen-agers last month it was 41.3 percent nationally, more than
twice that for white teen-agers. )

The OMB’s $1.56 billion figure is less than half what the department itself, in a
re%;lest that it considered austere, had asked OMB to allow it for fiscal 1983. ,

ews of the OMB's pro&osed cut which Secretary of Labor Raymond J. Donovan -
is expected to ap, to the White House this week, came only one day after the
department revealed that national unemployment had risen to 8.4 percent, the high-
~ est rate in six years. Sources said Donovan will probably ask the White House to

'overrule the OMB and allow him between $2.8 billion and $3.2 billion—not as much
" ag he wanted :)ut far more than thedOMghproposgl. - ¢ (PSE) have al
Manpower training programs and public service émploymen ave always
been favorites of the Democrats, and il:)x fiscal 1981, the fast year in which the Demo-
" crats had budget control, total o'bligation’s‘ for such Ermams reached $7.8 billion -
That cut the proposed Il:abom level for fiscal 1982 to about $4.5 billion.

~ A few weeks ago, the r Department proposed that the level for fiscal 1983 be
. set at-$3.438 billion, wiping out the summer youth job p , the existing train-
ing garggmms‘under the Comprehensive Employment and Training Act, and squeez-
ing the Job Corps, the special training programs for Indians and migrants and
- the community service job p: for older Americans. ‘

While killing most of the A programs, the department did pro a new,
smaller, private sector business-labor traini rogram (BLT) under which ‘‘consor-
- tia of private sector employers and organ bor”’ would provide job training to

targeted 'grou§ This new BLT initiative accounted for $2.2 billion of the Labor
De ent’s $8.438 billion re%t‘leet S - :

Now, according to sources, the OMB wants to cut the $3.483 billion to $1.56 bil-

lion. Of this, $1 billion (instead of the $2.2 billion Donovan wanted) would be for the
new aﬁrivate-eector BLT program; $365 million for the Job Corps; and $200 million
for all training under the Trade Adjustment Act (which helps retrain workers idled
by imports), Indians, ants and the older Americans program. OMB proposes no

_new authority for the Work Incentive Program, which helps train and place welfare
clients (Donovan had proposed $320 million). . -

Donovan's ipgeal reportedly will seek $2.2 billion for BLT, $400 million for the

Job Corpg and $200 mﬁx for Trade Adjustment Act training, Indians, migrants -
and o!d:}- Americans combined—$2.8 billion ih all, ﬂlus several hundred million
more for'a welfare-related progeam gimilar to the Work Incentive Program. ‘

" A few years ago, the Labor Department training and PSE programs aided about 3

million people a year. Under the OMB plan, the number of people helped would
probably be a tenth of that. i ' -

Mr. KopLAN. Yes. That's exactly what I was referring to, Senator

Moyt .

’ sed on all of that, I think that those events of the last month
up to: the article that Senator Moynihan has just put into the

record g:mt, to the urgent need for the provision for entitlement
~ “that’is in S. 1868; because, without it, I don’t think any of us, in-

* cluding those of ggu sitting -on""the dais, have any confidence that

"there is going to be a dime available for that. - co T
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Senator DANFORTH. Is it your view that labor has kept up its end
of the bargain and that the Government has welched on their end?

Mr. KorLAN. Yes.

Ms. Dusrow. Mr. Chairman, may I just say something? First of
all, I must say for my union that we are not im with the
phrase “free trade.” We just don’t think it exists. We would like to
talk about “fair trade.” ‘ .

We feel that in the garment and textile industry we have done
more than our share of going along with the Government policies.
The very fact that we did not pursue our fight against lowering
tariffs but agreed that the white %gggr would be helpful; the very -
fact that we have agreed to multifiber arrangements-that we are -
not at all sure are going to be extended or strengthened; the very
fact that we have been willing to understand that it has to'be a
two-way street and that-underdeveloped countries and other coun-
tries need to be considered in the trade agreement, means that w
at least in the textile and garment industry and unions have,
think, done more than our fair share to support trade policies, with
the understanding by the Government that they were going to do
something to protect the jobs 6f our domestic workers. - A

So I would say that the Government has not met its obligations,
that it has reneged on these obliiations, and that I trust the mem-
bers of this subcommittee and the Congress of the United States
will understand that the workers of this country have something
coming to them as far as protection from rising imports. .-

Senator DANFORTH. Senator Long. . ‘ )

Senator LonG. I think that we should all be able to ag; I
hope we can agree—that we ought to be using our best efforts to
try to get the best productivity that we can. I have an article here
from Forbes magazine indicating, for example, that in taking over
a roller bearing plant in New Jersey, workers taking it over to try
to save their jobs that they are going to produce with 800 workers
the same number of bearings that were produced previously with
1,200 workers. Now, I think that that’s one reason that they had to
take the J)lant over to save their jobs. o :

I would think that we could agree that we all favor the best pro-
ductxvitg we can get. You know, we are not in favor of slave labor
or anything like that; I am not talking ahout that type, but I mean
Just dgood production practices-comparable to what tﬁg, Japanese
are doing, just something that we are doing day-by-day, that is, to

PO Gant wo agroc Goneratly thas wa ought to all try to work togeth.

Can't we agree generally that we ough work togeth-

er for better productivity? - N i y tog‘“

LoMr" KorLAN. Well, we certainly don’t quarrel with that, Senator
ng. - - o
Ms. Dusrow. We all afree ‘ ‘

Senator LoNaG. That, I think, is going to have to be one of the

answers to our problem. But where these workers are displaced, I

can understand that President Reagan didn’t make the commit-
ment, but the Congress made ‘the commitment and the Govern-

ment made the commitment, ‘and it seems to me that he inherits

- that commitment. , T ‘ RS
I know I sat on the committee when we voted for this trade ex-
pansion program, and it was well understood that that was going
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to displace a lot of workers; but we thought that it would be in the
interest of the United States to do so, that we would wind up get-
ting commodities at cheaper prices, and we felt that in areas where
we were the most efficient we would be expanding our markets.
But now to be told that it's demanding too much to take care of
the workers who were promised that they would be protected, at
least with the trade adjustment system, really amounts to this Gov-
ernment reneging on a commitment given in good faith, or at least
that you took to be a commitment in good faith. And I take it all of
you agree on that. ) :
Ms. DuBrow. Yes. : ,
Senator LoNGg. That was a commitment that was made. I was
here at the time it happened. I recall very well that labor wasn’t
~ all that enthusiastic about the bill, anyhow. But one of the things
that made them more susceptible to it was that we told labor we
were going to take care of their displaced workers. And it has not
been done. I am in complete sympathy with you on that.
- Mr. Casrais. May I comment on that, please?
Senator LoNG. Surely.
Mr. Casrais. The UAW supported the Tokyo round, and we sup-
. ported it with an understanding that the Government should not
only continue the current trade adjustment assistance program but
should improve on it and reform on it. In the 96th Congress H.R.
11711, the Roth bill, from Senator Roth, never made it through. In
the 96th Congress H.R. 1643, which you Fassed out of your commit-
tee, never got through the Congress. In this Congress we were
hogeful that theegrogram would be improved. In fact, on March 11,
1981, we testified' before the House Trade Subcommittee, and we
said that if you leave this program alone, make no-changes whatso-
ever, you can fund this program with $500 million—and that was
even a high figure to us—and you would never have to change this
program. And today we see, by dropping from a 50-ggrcent rate to
a 9-percent certification rate, that what we said has borne out. This
program never needed to be changed.
But the interesting thing about it was, and I know that Congress
g;a.trs a great deal in Congressional Budget Office reports, that in
ch of 1979, before the aberration occurred that caused the
great payout of trade adjustment assistance to autoworkers and
~other workers, the Congressional Budget Office issued a back-
round paper that was entitled “U.S. Trade Policy and the Tokyo
‘Round of Multilateral Trade Negotiations.” In that background
paper they said to the Congress, “There are going to be winners
and there are going to be losers.” And they devoted a section of
that"g__aper, which I would only be glad, if you are interested, to
-have 1t submitted into the record; but if I may, there are just a few
‘brief paraﬁraphs in here that they said, and they said it very clear:
One is that - o
The brunt of job layoffs in the United States resulting from: trade liberalization
will be borne disproportionately by semiskilled workers, primarily machine opera-
tors, assemblyline workers and nonfarm laborers. Highly skilled workers wifle be
more in demand as a result of general trade liberalization, with the need for re-

search and development workers and production-related technical workers growing
_miore rapidly. Demand will also increase for all types of agricultural workers.

_
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__the overall benefit period, The purpose of this ¢ is-
“fits to permanentlypleaid off workers. But in the world, even in a plant closing
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And I think that's pretty much happened. Now, bear in mind
this is March of 1979. “Geographically,” they go on to say,

Most of the net job losses resulting from trade liberalization will take place in the

urban areas of the North and East, particularly in Illinois, Massachusetts, Michi-
an, New York, Ohio, and Penngylvania. Relative to their populations, the four New
land States of Maine, New Hampshire, Vermont, and Massachusetts will suffer
the largest displacement of workers. Newiy created jobs would be concentrated in
Southern, Midwestern, and Western areas of the United States with especially large
increases in the agricultural regions of Kansas, Minnesota, and the Dakotas.

And finally, one of the cases we tried to make before the Trade
Subcommittee on the House side was the final point that the CBO
made in their report. And they said this:

Some mechanisms exist in the United States to redistribute the gains of freer

trade and to mitigate the injuries suffered by displaced workers. These mechanisms,

unemployment compensation and trade adjustment assistance are the most obvious
examples, are far from adequate; however, to compensate fully those who suffer as a
result of actions that will bring a larger gain to the rest of the economy, inevitably
a decision to apf:rove any agreement ing for liberalized trade must hurt some
workers and help others. The Congress cannot avoid this dilemma, and the best
they can do is consider carefully which groups will be aided and which injured. If it

chooses to approve the trade liberalization agreement, it may wish to consider ex-

panded and restructured programs providing relief to the losers.

Now, Mr. Chairman, what we have received is 180 degrees from
that. And so how we can think any other- way? As I believe Mr.
Long stated or your question was asked; “Do we feel the Govern-
ment welched?”’ We have to say, “Yes.”

Senator DANFORTH. Senator Moynihan.

Senator MoYNIHAN. Mr. Chairman, I won’t keep the committee.———

The automobile industry, is peculiarly dependent on the assem-
bling of parts into the final product, I have some questions I would
like Mr. Page to try to answer for you, if he would. I will give them
to you in writing.

Mr. PAGE. Yes, sir.

[The questions follow:)

QUESTIONS PROVIDED BY THE UAW 1O SENATOR MOYNIHAN
1. Training .

Question. How has the réduction of the adjustment assistance program from
income maintenance to training worked?

Answer. So far, it has been an absolute disaster. No funds for training in fiscal
1982 have been approfpriated. About 25,000 workers in self-financed trai prior to
October 1 have been forced out of those training programs. But this is typical
of training under the Trade Act. The Secretary of Labor has historically never
pushed the training portion of the program. The current Secretary ig even philo-

sophically opposed to government sponsored retraining. Yet we have I million job -

openings for skilled workers.

‘If Congress really wants this new trainintg approach to work, then training must
be made part of the entitlement package for a worker covered by a certification.
2. Benefit period - -
¢ Quesd tion. Wngi.:? has been the impact of the reduction in the 2-year benefit period
or dra K :

Answer. The benefit period change from 2 year to 1 year means that few, if any,
workers covered by a certification will ever draw a TRA benefit. Under the new pro-

TRA is y a second extended state benefit program payable after the .
iar 26 week state benefit and the 13 week extended benefit are exhausted. A worger‘
has a right to 52 weeks of these benefits but must draw them over a 52 week period
Thus any worker experiencing a tem recall loses those weeks of from
resumably to target bene-
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gituation there are periods of temporary layoff preceding permanent se tion.
Thus the benefit peril:l change can le,gen deny fullgl'RA beneStes to ce workers
in a plant closi.nﬁ situation. In the auto industry, for example, we have 170,000 certi-
fied workers on indefinité layoff this month. We estimate that 95 percent of them
" cannot draw TRA because their 1 year benefit period has expired. :
8. Training—(180 day rule) ‘ .
" Question. I'm ctl.nﬁ calls from many certified workers who want training but are
being denied bec?use ey supposedly gled late. What'’s that problem all about? :
Answer. In March 1980, training funds ran dry. Certified workers who inquired
abou tralnmg were therefore given a run-around by the state agency since the state
couldn’t pay for training, workers were obviously disco from see it. Later,
the Department of Labor agreed that workers could self finance their ing. But
when these workers returned to apfl they’re told it's too late. A worker must file
an application for t within 85 days of certification or layoff. We agked the
Secretary to waive the 180 day time limit. He refused. In all fairness, we think Con-
gu:ﬁ gg{mld grant a one-time waiver to all workers covered by certification in 1980
an . ) N
4. Parts auppﬁlier»covemge~-\ T~ ~
. tion. If we extend coverage now to parts suppliers, how many more workers
ill be certified and how much will it cost?
Answer. When this issue was originally considered by the 96th Congrees, the Ad-
ministration estimated that the ratio of end-product workers to parts workers was
:  approximately 8 to 1. The Administration estimated that 68,000 workers will receive
in fiscal 1982. We think this is a high figure but if the 8 to 1 ratioisa,ﬁ?liedto
in fiscal 1982. The. TRA

it, you get a figure of 23,000 parts workers recei TRA in Yy
eosm‘org:his number would be approximatly $46 million (13 weeks of TRA X $150

averafe benefit X 28,000). If the effective date was October 1, 1982 the cost in fiscal
year 19838 would be even lower. - o ’
~ The Administration estimates the cost of this extended coverage at $160 million.

Senator MoyYNIHAN. I would like to make one point which the
historic defenses of people in office seems to me to be disastrously
‘unconscious of, unaware of,,seemtiexgglg: R

For the past 30 years, the Uni tates—our successes, our posi-
tion in the world—has been singularly influenced by the fact that

- the American labor movement has, one, consistently supported a

strong defense policy; and, two, has significantly supported a policy
of lower tariffs and expanding trade.

Absent the labor movement, there does not exist in this country
a coalition that confronts either of those questions. And we are
going to lose the labor movement on both of those matters if we
continue to break those promises on which we won their support.
And then you will encounter a very different kind of country, much
less successful, much more endangered. I feel that very strongly.
We are breaking commitments that go back generations.

Senator LoNG. Senator Moynihan, please on't say “we.” I'm not
breaking any commitment, and you’re not breaking any commit-
ment. Say “they,” or “the Government,” but there are some of us

y here who voted in good faith for the program and who will contin-
ue to support it. ' :

Senator MoYNIHAN. ‘“They.”

Senator DANFORTH. Senator Roth.

Senator RotH. Mr. Chairman, I have a couple of questions I

_would-li ask, but prior to that I would like to join in some of
the sentiment that has been e?ressed.

-1 felt that in getting the trade legislation adopted in 1979 a com-
mitment was made, and it was one that at least I intended to main- _
tain. I would gust like to say that I think it's extraordinarily m
tant—some of you sitting on the other side have heard me say
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before—that if we are going to work our way out of these economic
problems of joblessness and elsewhere, we are going to have to
work together. I think that’s critically important the years
ahead. So I hope that what Senator Moynihan has anticipated does
not come about, because I think it would be the worse thing for all
of us if somehow we can’t get Government, labor and business
working better together than we have in the past. o
Let me ask you this question, if I could: Why is the approvement
rate on petitions to be certified as eligible to receive Trade Adjust-
ment Assistance so low? Is it your feeling that the Administration
has imﬁlemenwd the more restrictive eligibility standards prior to
those changes? Is that the reason? ' ' .
Mr. KopLAN. Senator Roth, I heard the response this morning of
the Department of Labor to a question similar to that. I would
hope that this subcommittee would ask for some additional detail
. with regard to their response this morning. Basically, as I recall,
the response was that they are doing things exactly the same way
now as they were before. ' o
Senator MOYNIHAN. I think the committee should ask for more.
details from the Department of Labor, let's get the facts exactly.
The change is just so dramatic. . |
Senator RorH. I will ask the chairman to submit this statement,
if'ltlheee would, to the Department of Labor on behalf of the subcom-
[Questions submitted by Senator Moynihan and answers by Mr.
Lewis follow:] )
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RESPONSE TO QUESTIONS SUBMITTED BY
SENATOR MOYNIHAN ‘

i. Question

The present rate of TAA certifications is at an historical
low, a mere 9 percent. 1In 1975, the rate was 50 percent.
Just last year, it was 29 percent, What concerns

me is that this drastic decline in certifications

has occurred while the less restrictive "contributed
importantly” certification standard has been in place.
Could you explain to me how only some 17,000 workers

have been certified for TAA this year (compared to
530,000 last year) under the contributed importantly
standard? How much lower would you expect the number

of certifications to drop if the more restrictive
"substantial cause" standard goes into effect in February
as the law now stands. Will this change in effect -

end TAA altogether since no workers will be certified?

Answer

In the first four years of the program over 40 percent
of the case determinations were certifications. This
rate fell to 29 percent in 1980 and to about 9 percent
in 1981. The low rate of certifications in 1981 reflects
a number of developments. First, many cases involve
components or services provided by independent companies
to the automobile industry. In the vast majority

of cases these kinds of petitions cannot be certified
because of the restrictive language of the law., Second,
most of the auto assembly and related facilities owned
by U.S. automakers are already covered by ceggificatlons.
The impact of increased auto imports was largely felt

in 1979 and 1980. Third, at least until recently,

steel imports in most categories were not increasing.
Last, in the areas of footwear and apparel, industries
which featured numerous certifications in earlier

years, where the investigation indicated decreased
production the Department could not importantly associate
it with increased imports. In many cases _domestic
shipments in the industry overall were up. It is
-impossible to predict whether this recent low rate

of certifications will continue over the months ahead.
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It is difficult to forecast what the new "substantial
cause” sgstandard will /mean for the certification rate.
Since it is a more restrictive test it will tend to
hold down the rate of certifications to a level at

or below what the present standard would yield. Basically,
the rate of certification is a function of increased
import competition and there is no reliable-estimate
of what that will be. . —_

Question -

Why did the Administration never request funds for
TAA training In [ts original bu t requ ? 1Indeed,

s Committee understood the intention of the Adminis-
tration in proposing changes to the TAA program to
shift the emphasis of the program from cash benefits
to a much stronger emphasis on training. The Administra-
tion is on record of having- intended to spend $112

‘million on retraining TAA workers. It was not until

after the Appropriations Subcommittee on Labor had

already marked-up the Labor/HHS appropriations bill

that this body received a request from the Administration
for $98.6 million for training. When some of us tried
to reinstate these monies on the Senate floor, Secretary

bonovan sent a letter to Mark Hatfield requesting

that this money be restored, but only if an offsetting
budget reduction was included with the amendment.

T ask you clearly does this Administration support
reinstating funds for TAA trainin asSLstance? will.

It support the addition of these funds to the §§rZﬂH
appropriations bIll without any condltions? .

Answer

Funds to provide TAA training were not included in

the Administration's original FY-82 budget request
because the 1981 amendments had not been enacted at

the time of the original budget submission. The Adminis-
tration stands by its $98.6 million funding request

to provide training, job search and relocation assistance
to adversely affected workers. The Labor Department
continues to support the appropriation of funds for

these activities under. the terms and conditions set

forth in Secretary Donovan's letter of November 6,

~1981.,
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Question

Does the Administration support the inclusion of indepen-
dent suppliers of essential parts and services under
coverage of the TAA program? If not, what is the
justification for treating a parts worker differently
from an end product worker. Do they both not )ose

their jobs from the same imports?

Answer —~—

The Administration does not support coverage under

the program for workers of independent firms providing _.
essential parts and services to firms producing final
articles which are injured by increased import competition
from final articles. The issue is one of establishing
limits to program coverage. For reasons of practicality
and reasonable budgetary exposure, we believe the
current law in this regard is workable and defensible

8ince it directs program coverage to the area of immediate

import impact. To expand coverage to independent
suppliers of essential parts and services removed

from the direct impact of imports just raises a new
question of expanding coverage to another tier of
_suppliers earlier in the production process. For
“example, if coverage were extended to workers supplying

batteries to the auto industry, why not extend it

-to workers of firms supplying lead to the battery
‘manufacturers? In short, drawing the coverage line

further from the point of import impact does not resolve
the equity question as long as the coverage line stops
short of total coverage.

Question

I understand that wnile only 17,000 workers have been
certified this year for TAA, the Labor Department
estimates that some 270,000 TAA workers are eligible
for re-entering the program should they be laid off.

"But it is not true that if these workers re-entered

the program (most of them probably already having
had 26 weeks of unemployment compensation or-TAA),
it is very likely they could be offered minimum wage
jobs and under the current law (as newly written by
the Administration) these workers would lose their
eligibility for TAA if they accepted this "suitable
work"™ or if they refused it. How many workers do
you suspect will be covered for the full 52 weeks
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of TAA under the new Administration program? How:

many do you suspect will lose to the program because:

of the new requirement that they have to accept a

suitable job if it is offered? wWould it not be more
economically advantageous to all were these experienced -
workers placed in comparable rather than just suitable

joba? Even CBO in April of this year reported that

this change might "result in experienced workera.displacing
younger, low-income workers in the short-run rather

than providing for long-term adjustment to jobs similar

to those they originally held."

Answer

‘ FY 82's budgetary projections were based upon an estimated

234,000 trade impacted workers being eligible for

TAA benefits. 1It is true that all trade impacted

workers are subject to the extended benefits (EB)

work test requirements beginning with their first

week of eligibility for TRA benefits on or after October 1,
1981, We point out that Report No. 97-103 of the

Senate Committee on finance states that "... applying

the EB work test to all TRA claimants would be an
equitable extension of the test which is already applicable
to those TRA claimants in States which have triggered

"on" an extended benefit period." We agree with the
Senate report on the issue of equity as it relates

to this and all aspects of the new amendments.

Presently we cannot forecast how many workers will
receive the full 52 week entitlement, nor can we project
the number of workers who will be eligible for a lesser
number as a result of application of the EB work test.
However, the thrust and direction of the new amendments
are geared more closely to providing reemployment
assistance and training than to insuring the collection
of 52 weeks of benefits by a worker.

As you may know, training is not currently being approved
in the States because the necessary funds had not

been appropriated. We understand that the recently
enacted- Continuing Resolution contains approximately

$25 million for Trade Adjustment Assistance training,

job search and relocation assistance. While funding

at this level is less than the Administration requested,
it should enable those workers who qualify to participate
in meaningful training programs with a view toward
employment.
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Mr. KorLAN. Senator Roth, can I just complete my statement on
that, though? 1 mean it is our feeling that in fact the question you
, have they tacitly gone ahead and implemented the changes
in advance, we feel that . they did; otherwise, how can l};o,u account
for such a dramatic change in the number of petitions having been:
certified? But, before passing such a judgment in: final form, I
would like to see some additional material from the Labor Départ-
ment on that point. L ‘

Senator RotH. Let me just ask one further question. The Com-
merce Department International Trade Administration adminis-
tered a $64 million program of adjustment assistance for trade-im-

—pacted firms. Is this program, to your knowledge, in any way co-
ordinated with Labor Department-administered programs to insure
that, if firms readjust, workers can readjust in tandem? Do you see
a need for greater coordination? |

Mr. KorLAN. Let me have Elizabeth Jager, our trade economist,
respond to that, Senator Roth. '- e

Ms. JAGER. I think that in the past there was a big effort to get
the two groups together, and they did have a combined inter-
agency program. But, unfortunately, at this point, as I understand
it; while there is still some interaction, the funding is so bleak that
the ibility of the firms making the readjustment is really not
all that much better than the gosaibility for worker readjustment.

I get calls from people around the country who work on the firm
side of it who say, “Hey, we have something going here. What's
going to happen now?” And they are very concerned that so little
is happening to help industry readjust to the problem.

Senator Rota. Thank you, Mr. Chairman.

[The prepared statement of Senator Roth follows:]

SraTeMENT oF U.S. SeNATOR WiLLIAM V. RotH, JR.

I wish to thank the Chairman, Senator Danforth, for convening this most impor-
tant hearing on the operation of the Trade Adjustment Assistance (TAA) ipr .
The TAA plan was created by Congress in the Trade Ex ion Act of 1962, in
recognition that a liberal national trade policy—while provi important benefits
to the country as a whole—also imposes disproportionate burdens on workers, firms
and communities confronted by increased import competition. The program was
~ originally targeted to provide cial and technical assistance enabling those ad-
versely affected to adjust to such increased import competition. In this way, Con- -
gress reasoned, the country as a whole would benefit from more productive employ-
ment, greater overall job stability and more competitive businesses. -
.. 'The reasons for Con ' original support for Trade Adjustment are still valid
today. Past experience shown us that much of labor’s st;rpbrt for the trade-lib-
éralizing acts of gl;):ernment has been based on the availability of a program that
will give them a back-up when markets for their goods are temporarily or perma-
nently taken over by increasing imports. ‘
For example, we could not have achieved widespread domestic acceptance of the
tariff and nontariff barrier-reducing agreements reached by U.S. officials in the
1975-1979 Multilateral Trade Negotiations had it not been for the existence of TAA.
Wchwill need that support throughout future trade discussions and negotiations, as
we . . . .
Trade-related unemployment problems do not ?romise to disappear over the near
term. Our automotive industry, for example, is facing 80 percent domestic market
penetration by Japanese producers this year, and further worker layoffs are project-
ed due to necessary production cutbacks. ‘ N o

Last spring, during Senate consideration of President an's recommended re-
visions in the TAA program, I argued strongly that the eligibility criteria included
in those revisions were eepecialli restrictive and would ouly serve to cut back sub-
stantially payment to those workers who rightly deserve compensation. Moreover,

89-511 0 - 82 ~ 10 . —-
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e Porpatning opporbunitios for which many of s hin foueht long ared hard demiog
e retrg oppo es for which many of us have fought long an
“recent Senate deliberations on the Continuing Resolution.

Due to my efforts and those of many of my colleagues on the Finance Committee,
Congress agreed to a six-month delay in enactment of ch in the elgibility cri--
terion from the present ‘“‘contribute importantly” to the Administration-proposed
“substantial cause”. I believe now is the time to cast in stone the concept that, in
cases where increasing imports contribute importantly to total or partial seg:ration
from employment, displaced workers should be eligible to receive Trade Readjust-
ment Allowances and a.n{atra.ining money available.

For this reason, I was happy to support legislation introduced by the Chairman of
this Subcommittee to allow eligibility standards included in the 1974 Trade Act to

remain in effect for the duration of the present TAA program. -

e
I hope today’s hearing will help build a record of support for this legislation (S.
1865) and will reinforce in everyone’s mind the importance of maintaining a viable,
usable and forward looking adjustment assistance program. '

Senator DANFORTH. Thank you. Thank you all. _

Mr. KorLAN. Mr. Chairman, could I just make one brief comment
at the end? I'm thinking back to a question Senator Long asked on
productivity. This came up last week when we were testifying on
the automobile industry before this same subcommittee. I remem-
ber Ms. Jagar said that contrary—and I know this is not the case
-with any of the Senators present—but, contrary to what others
would have people believe, that American workers don’t get up
every morning and say, “Now, how are we ‘going to slow down pro-
ductivity today?”’ That is not the attitude of the American worker.

Trade adjustment assistance is not a dollar-for-dollar substitute
for wages. At best, before it was changed last August, it still repre-
sented at least a 30-percent cut. And at a time when the recession
and inflation have reached these levels, that is one tremendous
slash in take-home pay. ,

I just wanted to point out, and we testified an this last March
and we pointed it out, last February, just as an example, there
were 90 jobs available in an auto batterif plant in Toledo, Ohio.
Five thousand workers stood in line for 16 hours in the ho‘ges of
.getting one of those 90 jobs. They didn’t stay home and say, “Well,
we'll wait the 840 10 months for some trade adjustment assistance
to come our way”’; they were down there and stayed there for 16

“hours. And that was 5,000 people for 90 jobs.

Thank you, Mr. Chairman.

Senator LoNG. Well, let me just say that I would be the first to
ag:e.e that we are talking about apples and oranges. We are talking
about two entirely different things. But I just don’t feel that, re-
sponsibly, I should allow the opportunity of sfpeaki.ng to a labor

anel to ;l)qass without pointing out that one of the problems that
ace this Nation, productivity, is a very -big problem, and that we
on this end ought to be helping ‘xou to solve your problems at the
same time. It’s a mutual thing. We ought to work together on this.

I was just looking, while you were testnfyineg here, at an article in
Forbes magazine, November 23, 1981, entitled “Go Forth and Com-

te.” This article makes this point: that to save their jobs in this

ew Jersey plant, these workers are going to take a 25-percent pay

stockowners
graphs. It said:

- cut, and‘thezi,arelgt)inf to take over the plant under an employee
p plan.
d ‘

would like to read two very short para-
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What no one said was the reason the Clark Plant failed under GM’s ownership. It
was that the company gave in to the United Automobile Workers on so many m’ ts
that the plant became hopelessly feather-bedded. Its new employee owners plan to
make the plant profitable by usir¥ 2iust 800 workers to turn out the same number of
bearings that GM produced with 1,200,

That was one-third less. .

‘“How can the workers be 50 percent more productive?’”’ The arti-
cle mentions that they were taking a 25-percent pay cut. That, plus
using one-third of the workers; it amounts to a 50-percent cut in
the labor cost of a unit. It said— ,

How can the workers be 50 percent more ﬁrroductive than they were under GM?
“Eagy,” says Jim Cirello, chairman of the Clark UAW Local, “they will do a day’s
work for a day’s Pa&:e .,

“It's no secret,” Cirello says, “that the union helped create the atmosphere where
people who were in the plant eight hours did four hours work. That's appropriate
when GM is making billions in profit. You make more jobs, and you make work
easier for your men. But it's no longer appropriate:”

This from a man who, even in UAW circles, is regarded as some-
-thing of a militant. ) |

Now, the point-I have in mind is that to some degree our answer
to foreign competition is just to be more productive. And I think
that we ought to work together on that. I would be the first to

that that still doesn’t meet the problem of these poor souls
who are out of a job. Even with this plant we are talking about
here, how about when 400 of those workers are out of work? I
think that is a responsibility that we ought to do something about.

For the overall national interest, or whatever interest, if we can
produce cheaper automobiles, fine. I think that we ought to have a
national policy, and I think that every one of you witnesses here
agree with that. Our national policy should be so that anybody who
is willing to work ought to have an opportunity to do so. And when
this Nation fails to provide that opportunity, then those of us who
are doing very well indeed in the United States ought to be willing
to pick up the tab for those who are doing very poorly because of
policies that this Government adopts.

And in-your case, you are representing workers who are out of
work use the Government adogted a trade. policy that took
their jobs. And the promise was made that they would be compen-
sated, and I think they ought to be compensated. So I agree with
you. —

Mr. KorLAN. Thank you.

Mr. PAGE. Senator Long, just to make a quick comment, there -

are three concrete examples in the United States right now of what

- American workers can do to compete with foreign competition. We
have a number of VW plants—Volkswagen plants—and we have a
Kawasaki motorcycle plant, and a Honda motorcycle plant. The
employers at each of these locations have stated that the productiv-
ity and the quality of the American product meets and in some
cag%s :zzceeds the quality of the home-built German and Japanese
product.

So American workers are capable of competing and will compete.

Senator LoNG. Great.
ereupon, at 12:12 p:m., the hearing was adjourned.]

y direction of the chairman the following communications were ’

“made a part of the hearing record:]
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‘Statement of Congressman Don. J. Pease (13th District, Ohio)
to the Subcommittee on International Trade
of the U. S. Senate Committee on Finance

December 7, 1981

* Mr., Chairman:

There is an adage which states that one death 1s a tragedy, but one
million deaths is a statistic. I want to cut through the blizzard of OMB :
statistics and to underscore the anguish and human suffering being caused by
the wholesale, haphazard cuts in the TRA program made by this Congress.
Specifically, 1 am concerned about the lack of any funds in FY'82 for TRA
employment training. - -

- President Reagan early this year -promised that nearly $100 m%llion wbulQ
be available to regra{p unemployed industrial workers for new jobs. This

was a solemn assurance given unemployed Americans at the time ‘their TRA weekly

benefits were cut by $1.3 billion this fiscal year. Just three weeks ago, the

President vetoed the reduced sum of $25 million in training funds. In so

doing, he turned his back on thousands of American workers who are-desperate
to find new jobs and to provide for their families.

There is no ésubt the TRA program has been mléﬁanaged by Reﬁublican and
Democratic Administrations alike. But at this late date, we still have a
chance to help thousands of workers laid off from our auto, steel, and rubber
industries to be retrained for new jobs and to regain their dignity. At just
one local employment office in one county in my Congressional district, more

than 1,000 unemployed autv workers remain on waiting lists for TRA training.
We are their only hope for the time being.
Let me share with you excerpts of letters from a handfﬁl of these

Americanvworkers.
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“"1 worked for the Ford Motor Co. for 16 years and was laid off due to
the increase of foreign imports. I have exhausted all of my benefits from
unemployment and was told that since I.didn't have a skill, I could go to a
technical school to acquire one. The understanding was that if my applica-
tion was approved and I attended school, I would receive TRA benefits. My
application was approved and I have been attending school since September.
In October I received a letter stating that my benefits have been discon-
tinued.

When the call of help from our government came, the people came, but
when the people call for help from the government, it let us down."

‘A man I met at a town meeting last Saturday in Sandusky, Ohio made the

following statement:

"I have worked fifteen years with Ford Motor Company. The past two
years I“have only worked three months because of the increase in foreign

imports. . . -

I appreciate the fact of the TRA program if it had been managed the right
way at the beginning it would have been a worth while program. People that
had two years with Ford received $6 to $8,000 checks. That wasn't right at
all! 1Two years later 1 was laid off and the two year people have already
found most of the jobs in the area. So the people that have already worked
half of their lives are left EMPTY. So I try to better myself and giving
myself a chance to think about something besides not being able to support
my family. No one knows the feeling of being jobless and broke unless you
have lived it. It causes many problems for a provider.

1 enrolled in school with a good outlook thinking something good was
happening with my 1ife. Having perfect attendance and scoring high in ny
classes, after six weeks, two days before midterms I received my letter
stating that my TRA benefits were ending. 1It's very hard now, trying to
study and concentrate, knowing that I want to finish school but can't afford
it, because now I have the same problem back again. I have to have & job be-
cause all that money was given.away at the beginning and the older people
are the ones to suffer."

As if the cuts wére notdisruptiveénough, it appears that TRA claimants
cannot get reliable answers to their questions. Such confusion adds to the
migsery of unemployment. Witness the following personal account that is all too.
common from a constituenc:

“"When I started school Sept. 14, 1981 at Terra Tech. College in Frqiﬁont,
0. I was given the impression that I would go under T.R.A. for 26 weeks. It

lasted about 7 weeks. I wanted to learn a new skill so {Awould not have to
depend on the auto industry alone for my livelyhood.

BEST -COPY AVAILABLE
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This so calied budget cut has really been a nightmare for me and my family.
It has really caused me and my family a lot of problems and hardships.

fhe way the government went about notifying me of the cutoff date, after
they cut me off T.R.A.,, was very much unfair. I cannot aee any justification
in the way the;“governemnt handled the whole situation."”

The fact of the matter is that thousands of hardworking Americans have been

~ .
laid off from our basic industries. Th%se people built this country and paid
ﬁheir share of taxes, -but now in mid-1life they are without jobs, without any
income, and without much hope. Again, they speak more eloquently of their
plight:

"When I registered for classes at Terra Tech College in Frewont I was
under the impression that I would be able to go to school for 26 weeks under
the T.R.A. contract. Foremost I wanted to try to learn @ new trade so that 1
could get gainful employment again and not rely on Ford Motor Co. for my
live lﬁhood .

I am 47 years old and you and I both know at that age people are least
hired in other employment fields. The budget cutshave really caused a hard-
ship and problems for my family. I wasn't notified until Nov. 4 1981 that I

o~ wasn' t eligible for T.R.A. benefits. And because of that I had to borrow
money on my childrenb ins. policies so that 1 could take care of my family and
try to go to school too.

Too often well-intentioned govérgment policies have very harmful effects
on Americans already dealt a setback. Fine~tuning is impossible on occasion
in a country as diverse and as expansive as Amerfca. But facilitating meaning-
ful TRA training is certainly within our capabilities. The vafces you
hear in these letters are not asking for a handout. They are fine people who
want to help themselves and to work.

- 1]
When the U. S. auto industry began its plunge in 1979 and the ripple
- effects spread to the steel and rubber industries and parts suppliers, the
TRA program stressed weekly benefits and training funds were an afterthought.

Predictably it was the workers with the least seniority who wera firat laid off.

They gobbled ﬁp the benefits that were available at the time.
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Now the TRA program has been changed. Weekly benefits have been
dramatically scaled back. Still nothing has been done to provide any fund-
ing for TRA employment training in FY'82, But the auto industry remains mired
in its worst slump since the Great Depression. And the clientele for TRA
training funds has changed. It i{s middle-aged industrial workers with 15-20
years of seniority on the job at Ford, General Motors, and U. S. Steel who
are signing up to go back to school and_learn new skills needed in today's
job market.

To close I urge you to reflect on a personal testimonial and appeal from
a proud American worker now out of work who knows much more than Presidé;t
Reagan, David Stockman, or any of us in Washington, D. C. about the consequences

of our actions:

"I have been an employee of Ford Motor Company in Sandusky since 1967. I
was laid off October 6, 1979 and have worked one month at Ford since that
time.

In September of 1981 I enrolled at Terra Technical College in Fremont,
Ohio taking industrial management courses. I was attending under the TRA pro-~
gram. Approximately the first week of November I was notified by the Ohio
Bureau of Edployment Services in Sandusky that my TRA benefits were severed
completely. My first thoughts were ones of bewilderment. Here I had been going
to school faithfully planning on learning something to better myself when the ~
"rug is pulled out from under me." With this cut being made retro-active
(Oct. 3), the four weeks benefits I thought I had coming were cancelled. This
I could hardly believe. I asked how could anyone allow someone to spend gas
money for one month plus as I did pay child care in order to go to school. No
one was informed of this until four weeks after the retro-active date of
October 3, 1981. These people were allowed to attend school thinking they would
receive some sort of weekly benefits. I personally know a few people that
borrowed money to live on until they received those ''non-existent" checks. Not -
béing informed plus the length of time for this legislation to be decifered is
to blame.

ft's hard to describe the depression and anxiety both my wife and I felt.
She broke down and all we both could ask is why?

1 have been out of school for 18 years and was very nerv ous upon attend-
ing college. Up till now I have an "A" average in all my courses and it makes
me feel worthwhile again. I'm continuing under CETA which doesn't pay all that
much but my education is very important to me as well as to most of the other
people in my shoes.

If you take a man's job away, then take away his chance to learn something
there isn't much left, I talk with many people about this and the general
opinion 1s that nobody cares anymore.

.

I just hope I can continue school because with the job market the way
it 1e, 1it's the only glimmer of 1ight I have."
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STATEMENT

on
TRADE ADJUSTMENY ASSISTANCE
- UNEMPLOYMENT BENEFITS
e ‘ for submission to the
- TRADE SUBCOMMITIEE
of the
SENATE COMMITTIEE ON FINANCE
for the
CHAMBER OF COMMERCE OF THE UNITED STATES

by
Eric J. Oxfeld*
December 14, 1981

On behalf of our more than 200,000 members, the Chamber of
Commerce of the United States is pleased to comment generally on the - -~ — .
Trade Adjustment Assistance (TAA) gzogram of unemployment benefifs and S -
specifically in opposition to S. 1865 and S. 1668, proposals that would
repeal certain of the TAA reforms mandated by the Omnibus Budget
Reconciliation Act of 1981, Public Law 97-35.

The Chamber strongly supports our nationwide program of
unemployment insurance but is highly critical of unemployment benefits
provided by the federal TAA program. Moreover, we urge enactment of
additional budget reductions in TAA rather than undoing the recently
enacted reforms.

GENERAL OBSERVATIONS

A public system of insurance against the hazards of unemployment
is a logical and necessary institution in any competitive enterprise
- . The federal-state system of unemployment compensation (UC)
<~ which was established in 1935 has served the nation well.. The system has
functioned to alleviate the econcmic hardship of temporarily jobless F—
workers, as well as to stabilize the utilization and supply of labor and
to cushion the impact of unemployment on the economy.

The basic oggective of the UC system is to provide broad coverage
of involuntarily jobless workers. Benefits should replace a sufficient

percentage of prior earnings to ease economic hardship and yet not be a
disincentive for a claimant to accept employment: Payments must be . ‘
limited strictly to periods of temporary unemployment. Only individuals =————
who have genuine attachment to the workforce, and who are actively

seeking employment, should be eligible for benefits.

In addition to the regular UC program, however, the TAA program
provides cash assistance and ificentive payments to workers who are
mergloyed in import-affected industries. A TAA claimant can receive up
to 52 weeks of combined UC and TAA benefits. -

*Fmployee Benellts Attorney, Chamber of Cammerce of the United States.
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Unlike the federal-state UC program, which is funded by employer-paid
payroll taxes, TAA benefits are financed through federal revenues drawn
from the general treasury of the United States. TAA, however, is
administered by state unemployment agencies. :

Briefly stated, we are criticél of TAA unemployment benefits as a
costly, unnecessary, and inequitable program that serves to delay
adjustment to changes in employment. :

TRADE ADJUSTMENT ASSISTANCE

Originally set up in 1962, TAA was expanded greatly pursuant to
- the Trade Act of 1974, TAA provides weekly cash benefits, job
counseling, retraining, and relocation allowances for individuals who
lose their jobs because their employers are unable to complete with
imported products.

The Omibus Budget Reconciliation Act of 1981 included a number of
reforms in the TAA program (see summary of charges, attached), projected .
to save about $3 billion in the federal budget over the next 6 years. -
These reforms include the 52 week limit on combined duration of UC and
TAA, reduction in weekly cash benefits to the amount payable as
unemployment compensation under state law, and certification of TAA
eligibility only upon a finding that imports were a ''substantial cause"

of unemployment.
TAA UNNECESSARY FOR FREE TRADE SUPPORT

Advocates of TAA unemployment benefits argue that TAA is essential
to secure public support for free trade policies. That may have been
true when TAA was first adopted because regular UC benefits were much
more limited than today. Since the mid-60's, however, UC has became
available for at least 6 months during wgz:iods of economic expansion, and
is automatically extended to 9 months meng‘];gyment levels go wp.
Benefits have been raised, and eligibility has n considerably
loosened. Coverage has expanded to include 97% of the workforce.
Clearly, there is less need than ever for extra benefits to compensate
joblessness caused by foreign competition. ‘

- FLAWS IN TAA PROGRAM

We are critical of the TAA unemployment benefits program for the
following reasons:

1. TAA unemployment benefits are not necessary because the .
regular UC grogran already covers ol the workforce and lasts
for up to 39 weeks during periods of peak unemployment. A 1980
study by the General Accounting Office reported that most TAA
claimants ''did not experience substantial economic hardship as a
___ result of their layoff' and that nearly 75% of TAA recipients
-~ Trpeturn to work prior to receipt of benefits (usually for the same

employer) .
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2. Payment of protracted TAA unenployment benefits to claimants
who have exhausted their 26 to 39 weeks of UC 18 a strong
incentive to delay effective job search. That merely post: 8
he adjustment for a worker ﬁtﬁ does not e t to be recalled,

t
which is detrimental to the economy (as well as the budget).

3. It is inequitable to provide special benefits for TAA
claimants. %re} 18 no reason that a claimant should be entitled
to extra weeks of benefits or other services because a lay-off is
caused by foreign competition rather than domestic econamic

problems.
EFFECT OF S. 1865 AND S. 1868 ~

S. 1865 and S. 1868 would move TAA in the wrong direction. They
would make it easier to collect TAA benefits and broaden their
availability. A

Both bills would reinstitute the ''contributed importantly" test of
whether {2 loss was caused by imports, a much weaker standard than under
current , which requires imports to be a ''substantial cause.'

In addition, S. 1868 would make training and relocation allowances
an entitlement, expand coverage to include employees of s [{liers. and
repeal the disqualification for refusal to accept work. All three
provisions are uwise. Money for training and relocation should not be
an entitlement, and should be available on a case-by-case basis as
needed. Expansion of coverage amounts to a federal take-over of the UC
program (rejected by every Congress that has considered it) on the
erroneous assumption that state laws are inadequate. Moreover, repeal of
imidisqglgiggtigg gor refusal to igcmig&li worki-a UCfteform

egislat e 96th Congress--wou uality of treatment
for TAA claimants vig-a-vis UC claimants. e - :

FURTHER TAA REFORMS

Instead of retrenchment on newly enacted TAA reforms, a preferable
course of action would be to make additional reforms in TAA, with
additional budget savings. These might include the following:

1. Disclosure of information. plication for TAA benefits should
be congent to disclose information about receipt of
benefits from other sources (UC, private supplemmenta
unegployment benefits, general earnings, Social Security, etc.)
Under current law, TAA benefits are intended to be coordinated —__
with other sources of benefits, but Privacy Act restrictions
interfere with verification of benefit overlaps.

2. Combined duration. Under current law, a claimant can receive
up to 52 weeks of combined UC and TAA benefits whether or not a
state 18 in an extended benefit period for UC. UC benefits,

normally available for 26 weeks, are extended to 39 weeks when the
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_ job market is tight; -the extension is tt:lg%eted by an increase in
statewide insured unemployment. Payment of 52 weeks of benefits .
~ when jobs are plentiful is a strong disincentive for a claimant to
delay taking a new job, running up UC and TAA benefits and
administration costs. That disincentive could be diminished by
limiting combined duration of UC and TAA to 39 weeks except when a
state i8 in an extended benefit period. :

- 3. Eligibility. Another cost saving could be achieved by
restricting to claimants who are receivi « Current law

rmits T¢{A payments to claimants whose atta%c to the labor

orce is insufficient under state law to qualify for UC .~ -

4, Training and relocation. A more far-reaching improvement would
. be total elimination o cash assistance payments, limiting the

program to funds for training, job counseling, and relocation -

allowances. Such funds should be available only for individuals

who do not expect to be recalled and who have little likelihood of

obtaining comparable work in the area (as determined by the state

maq;loyment encies). A determination of eligibility for these

benefits should be made as soon as sible after separation. .
- Training should be in occupations-offering a reasonable-chance of

new employment, and training grants should be contingent on

successful completion by the claimant.

SUMMARY

-~ Trade Adjustment Assistance unemployment benefits have tg:oven to
be unnecessary and counter-productive, as well as costly for federal
budget. Proposals to repeal recently mandated reforms would intensify
the flaws in the program and would increase the federal deficit. The
recamended reforms would remedy TAA's primary flaws.
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* PUBLIC LAW 97-35 )

Omibus Budget Reconciliation Act of 1981
Sumary of Trade Adjustment Assistance
Provisions

TITLE XXV--TRADE READJUSTMENT ASSISTANCE
1. Section 2501--SUBSTANTIAL CAUSE

— Benefits are payable only if imports were a substantial
cause of unemployment (formerly were payable if imports
“contributed importantly'). Effective for petitions filed
after 180 days from enactment. - :

2. Section 2502--BENEFIT INFORMATION

The Secretary of LaBor must give workers fuli“infozmation
about benefits and procedures for obtaining them.

3. Section 2503--QUALIFYING REQUIRRMENTS

"Benefits are payable only for weeks of unemployment— -
occurring more tg:n 60 days after the petition is filed
(formerly were payable for any weeks after the date specified
in the certification). } )

For purposes of the required 26 weeks' attachment to the
worRforce within the 52 weeks prior to segaration. up to 7
, " weeks of workers' compensation, or up to 3 weeks of
T vacation/sick/maternity/military- leave or service as a labor
representative (but no more than 7 weeks all together), are
counted as weeks of employment.

To qualify, a claimant who is entitled to loyment
benefits must first exhaust all unemployment benefits.

No benefits are payable to a claimant who would be
disqualified for refusing suitable work as required by the
Federal-State Extended Benefits Act.

During peak unemployment, the Secretary of Labor may
condition continuation of benefits after 8 weeks on acceptance

of training or job search outside the labor market area.
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198§ffective for weeks of unemployment’ beginning October 1,

Secton 2504--BENEFIT AMOUNT  /

Benefits are payable only for weeks of total unemployment,
in amount equal to the last week of unemployment compensation,
less an dguctible training allowance. Formerly benefits
were 70% of the claimant's average weekly wage, up to a
maximum of the national average weekly manufacturing wage,
less half of any remumeration for services.

1981‘1:ffecti\'re for weeks of unemployment beginning October 1,

Section 2505--TIME LIMITS

Trade benefits and unemployment compensation combined may
not exceed 52 weeks, extendable by up to 26 weeks if in
approved training. Formerly claimant could draw full
men;f:loyment c nsation, then receive 52 weeks of trade
benefits (78 weeks if in training or if age 60 or more at time
of separation).

No trade benefits are payable more than 52 weeks after
exhausting unemployment compensation (was 2 years after
separation, 3 years if in training or age 60 at time of
separation).. '

Claimant has 210 dayéhl(was 180 'days) after certification or
separation (whichever is later) to apply for training in order

to receive the 26-week extension.

If a claimant's benefit year ends during an Extended
Benefit period, the duration of Extended Benefits eligibﬂitze
is reduced by the number of weeks of trade benefits durir? t
benefit year; the 50% federal share of Extended Benefits is
not payable for such weeks. o

Effective for weeks of unemployment beginning October 1,

Section 2506-~TRAINING

The Secretary of Labor may approve training if there is no
suitable employment, the worker would benefit from training,
there is a reasonable expectation of suitable enployment after
training, and training is available that the ¢laimant can

—handle (formerly could approve only if there was no suitable

employment and suitable employment would be available after
training). ‘ e '
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Prohibits denial of unemployment or trade benefits because

a claimant is in approved training under the Trade Act, or has

left unsuitable work to take approved training.

Defines suitable employment as loyment at an equal or
bigher skill level paying at least 80% of average weekly wages

prior to separation.

Links the supplemental allowance for transportation and
maintenance maximum to the federal mileage and per diem
maximims (was 12 cents a mile, $15 a da;%

Effective for applications filed beginning October 1, 1981.
Section 2507--J0B SEARCH ALLOWANCES ’
Provides reimbursement of 90% (was 80%) of job search
s, maximum $600 (was $500), for a worker who is totally

separated. Reimbursement for subsistance and transportation
ses may not exceed the maximum in section 2506. A

- expen
claimant must apply for a job search allowance within 182 days

8.

9,

10.

~after conpleting training (was within a reasonable time).
Effective for applications filed begimning October 1, 1981,

Secion 2508--RELOCATION ALLOWANCES

Provides reimbursement of 90% of expenses (was 80%) for
relocation, maximum $600 (was $500). Requires application
within 425 days after separation/certification, or within 182
days after campleting training. Actual relocation must occur
within 182 days after application or campletion of training.

Effective for applications filed beginning Gctober 1, 1981.

Section 2509--FRAUD

Overpayments must be repaid unless made without fault on
the part of the claimant and repayment would be inequitable.
Repayment may be by deduction from future trade or other
unemployment benefits. No future benefit may be reduced by
more than half for this purpose.

Receipt of overpayments resultirwg,frbm misrepresentation
will disqualify claimant from under further trade payments.

Section 2510--APPROPRIATIONS

Authorizes appropriations for 1982 and 1983 of suns
necessary to implement the Trade Act. Repeals authorization
for an Adjustment Assistance Trust Fund. o

-
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11. Section 2511--DEFINITIONS ,

Substitutes state law for defining "week of loyment"’
(formerly was a week in which earnings were down 20% or more).

mali‘.ffective for weeks of unemployment beginning October 1,

12. Section 2512--SUNSET

Extends the expiration of provisions for worker adjustment
asistance by 1 year to September 30, 1983.

13. Section 2513--00&?%!‘0 AMENDMENTS _ .
14. Section 2514--EFFECTIVE DATES

-

Effective on enactment, except as noted.

The states must amend their unemployment compensation laws
to comform with requirements for coordination of Extended
Unemployment Benefits and trade benefits and exemption from
disqualification because a claimant is in approved training,
by October 31, 1982 (1983 in Arkansas, Montana, Nevada, North
Dakota, Oregon, and Texas). ~

Claimants whose trade entitlement period includes weeks
before and after October 1, 1981, will receive benefits under
prior law for weeks of unemployment through September 30.
Thereafter any trade benefits are the new weekly benefit
amount times a number derived by subtracting from 52 all weeks

. of menploymer#\t and#trade#benef#its pr;ot to October 1.

Pregared by Eric J. Oxfeld

Employee Benefits Attorney

Chamber of Commerce of the United States -
(202) 659-6083 . -
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