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Introduction 

Trade Adjustment Assistance for workers (TAA) was established in 1962 as a federal safety net to 

provide aid and training to US workers who lost their jobs due to foreign trade.  As opposed to 

protectionist and isolationist trade policy, TAA offers compensation to help workers rebound from 

some of the negative consequences of trade liberalization. TAA provides extended income support, 

training, wage subsidies, health care tax credits, and other services to eligible workers who were 

displaced due to trade.  

On the surface, TAA appears to be a positive alternative to offset some of the negative consequences 

of an increasingly globalized marketplace by helping shift workers to more competitive industries. 

Numerous studies, however, have shown the cost ineffectiveness of the program.  Commonly cited 

is the Mathematica Policy Research 2012 Evaluation of the Trade Adjustment Assistance Program, 

which estimates TAA’s net benefit to society to be negative $53,802 per participant.  

Additionally, as the 2016 Presidential Election showed, public sentiment surrounding trade is 

increasingly negative given its concentrated costs. The inequality effects of trade are widely known 

and researched, both theoretically and empirically, in economics and trade literature. 

In the following paper, I seek to evaluate the impact of TAA on mitigating inequality. Using county-

level data, I will assess changes in the GINI coefficient for counties affected by trade from 2010 to 

2015. I will compare counties in which firms qualified for and workers received TAA with similar 

counties where applications for assistance were not approved. By applying difference-in-differences 

methodology, I will be able to isolate the effect of TAA, accounting for systemic changes in inequality 

over time that may have occurred.   

TAA data are from the U.S. Department of Labor’s Employment and Training Administration (ETA) 

and county-level economic data are from the U.S. Census Bureau American Community Survey (ACS). 

ETA provides firm-level data for companies that applied for TAA, both those accepted and rejected, 

and includes information regarding the industry and the number of affected employees. Using ARC 

GIS, I geocoded each firm’s address to its respective Federal Information Processing Standard (FIPS) 

county, to allow for comparison with ACS data. ACS provides annual county data, including GINI 

coefficients. Other economic indicators such as employment, income, demographics, and industry 

composition will be included to ensure the robustness of the county comparison. 

The empirical results of my analysis do not show any firm evidence that TAA mitigates county-level 

inequality. The majority of findings show TAA’s effect is not statistically different than zero. The few 

significant results show counties with TAA have a slightly higher Gini coefficient than non-TAA 

counties, the opposite of what one would expect if the program were effective. After accounting for 

time trends, however, the significance disappears and the coefficient becomes negative.  

Because of the lack of demonstrated effectiveness, as shown by numerous studies and supported by 

my inconclusive results, policy makers should consider alternative methods to help trade-displaced 
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workers. There are numerous proposals for expanding or replacing TAA, several of which I outline 

in the concluding section on policy implications.  

Background on Trade Adjustment Assistance 

Modern U.S. trade policy is rooted in Reciprocal Trade Agreements Act of 1934, which marked the 

shift from protectionism toward trade liberalization. Despite some opposition, both now and 

historically, liberalization remains the dominant trade policy, as economists and policy makers 

generally claim the broad gains from trade outweigh the concentrated costs. Throughout history there 

have been efforts to mitigate the negative consequences domestic industries face given foreign import 

competition. Initially the downside was managed through temporary protections in the form of tariff 

increases for industries show to be harmed by imports (escape clause) and tariffs targeted to the level 

that would not harm domestic producers while remaining low enough to encourage global trade (peril 

point provision) (Hornbeck 2013).  

TAA emerged as an alternative to these temporary protections and was first authorized in 1962.  The 

legislation offered a positive adjustment that would benefit workers as opposed to a potentially 

harmful protectionist measure. Justification for the legislation, according to the Congressional 

Research Service, was based on (1) economic efficiency, by accelerating the transition process to 

reemploy workers quickly; (2) equity, by compensating those who lost their jobs and diffusing the 

costs of trade across society; and (3) political pragmatism, by mitigating opposition to liberal trade 

policy (Hornbeck 2013). The express goal of TAA is to “offer benefits and services to workers whose 

employment has been adversely affected by foreign trade” (Employment and Training Administration 

2015). 

There are currently three trade adjustment programs: assistance for workers, firms, and farmers. This 

analysis will focus solely on trade adjustment assistance for workers, which has been at the core of the 

adjustment policy since its inception and is the largest of the three programs. 

Eligibility and Benefits 

Both federal and state agencies administer TAA. The U.S. Department of Labor (DOL) evaluates 

petitions and determines program eligibility while state agencies manage the program and provide 

benefits to qualified recipients at locations across the country known as American Job Centers (AJCs). 

The federally funded program is available in all 50 states, the District of Columbia, and Puerto Rico 

(Collins 2016a).  

In order for individuals to receive TAA benefits, first they must be a member of a group of TAA-

certified workers. To become certified, groups of three or more dislocated persons file a three-page 

petition with DOL (U.S. Department of Labor, Employment and Training Administration 2016). The 

agency then researches and evaluates the circumstances surrounding the job losses to determine if it 

was, in fact, a result of foreign trade. There are four circumstances by which groups can qualify for 

TAA (Collins 2016a): 
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1. Sales of the employer declined while imports of directly competitive goods or services 

increased, 

2. The employer shifted production to a foreign country, either by relocating the production 

center in which petitioners were employed or by acquiring from abroad goods or services that 

are directly competitive with what the petitioners produced, 

3. The employer was a supplier or downstream producer to a firm that that was certified for 

TAA, or 

4. The employer is identified by the U.S. International Trade Commission as being injured by 

increased imports. 

After the group is certified, individuals can apply for benefits through their local AJC. The DOL will 

determine an impact date during the certification process, upon which trade-related layoffs began. 

Individuals laid off by the firm for up to two years after the impact date can qualify for TAA benefits. 

To receive benefits, workers must meet four conditions: (1) be separated from firm during the two-

year certification window, (2) be employed with the firm for at least six months of the preceding year, 

(3) be entitled to state unemployment benefits with no disqualification for extended benefits, and (4) 

be enrolled in training program or have received waiver from training (Collins 2016b). 

There are four programs by which eligible workers may receive benefits. The largest program by 

finding size offers training and reemployment services, which aims to prepare workers to reenter the 

workforce by building skills and aiding in the job search. These services are administered by AJCs, and 

due to the decentralized nature of the centers a wide array of services may be offered. According to 

DOL, the vast majority of participants receive occupational skills training. Other types of training 

include remedial and prerequisite training, customized and on the job training, as well as 

apprenticeships (Employment and Training Administration 2015). Additionally, AJCs are required to 

offer case management and employment services. This includes an individual skills assessment, career 

development plans, and guidance on available programs and services. Lastly, job search and relocation 

funding can be provided, up to $1,250 for each benefit (Collins 2016b). 

Trade readjustment allowance (TRA) is the largest TAA program by participant size. TRA offers 

weekly income support to those who have exhausted their unemployment insurance (UI) claims. 

Recipients must be enrolled in training or have a training waiver to receive benefits and the amount 

of weekly payments is equal to the last week of UI benefits. In total, workers can receive up to 130 

weeks of income support after exhausting both UI and TRA benefits. Basic TRA offers 26 weeks of 

benefits beginning after UI claims are exhausted, combining for a total of one year of income. 

Additional TRA is offered to only those in training, allowing for an extra 13 weeks of payments. If 

the worker is enrolled in a training program that will lead to a degree or industry credential and the 

worker will complete the training within 13 weeks, s/he can collect Completion TRA to cover the 

remaining time in the program (Collins 2016b). Only a small number of participants collect benefits 

up to the maximum 130 weeks allowed (Employment and Training Administration 2015). 

For qualified workers age 50 years and older, reemployment trade adjustment assistance (RTAA) 

offers supplemental income, or wage insurance. To participate, older workers must be employed full-
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time at a lower wage then they were receiving at their prior firm or work at least 20 hours per week 

and be enrolled in training. RTAA beneficiaries are eligible to receive 50 percent of the wage difference 

between their TAA-certified position and their new job, for up to $10,000 or two years, whichever 

comes first. If a worker has received TRA benefits, RTAA payments will be reduced and workers are 

not eligible to receive both TRA and RTAA at the same time (Collins 2016a). 

The final benefit offered to certified workers is the health coverage tax credit (HCTC). Workers 

receiving UI in lieu of TRA, TRA, or RTAA can receive a tax credit equal to 72.5 percent of qualified 

health insurance premiums. Current legislation stipulates workers must choose between HCTC and 

premium credits offered under the Patient Protection and Affordable Care Act. HCTC is administered 

separately from TAA’s other benefits and is managed by the Internal Revenue Service (Collins 2016b). 

Legislative Context 

Throughout the history of the policy, conservatives have offered TAA as a bargaining chip to gain 

liberal and labor union support for expansionary trade policy. The strong political incentives, by which 

politicians can cite specific legislation aiding their constituents who have been disenfranchised by 

trade, benefit both sides of the aisle. While there has been bipartisan support for TAA, disagreements 

arise along party lines regarding funding levels and the stringency of eligibility. 

The initial legislation, enacted in 1962, was deemed ineffective as barriers to receive benefits were so 

stringent that none of the worker or industry-wide petitions was approved in the first seven years. The 

Trade Act on 1974 relaxed eligibility criteria, increased benefits, and added provisions for 

communities, which included grants and funding, and provisions for older displaced workers. The 

slowing economy in the late 1970s and early 1980s accompanied by increases in Japanese automobile 

imports led to a surge in TAA claims. TAA faced sharp criticism of the program’s effectiveness and 

rising costs, which in turn led to program and funding cuts (Hornbeck 2013). 

TAA was expanded again with the passage of the North American Free Trade Agreement (NAFTA). 

Benefits were offered specifically for dislocation resulting from Canadian and Mexican imports 

through the NAFTA-TAA program. After a brief lapse in 2001, the Trade Act of 2002 authorized 

TAA in exchange for enabling the Presidential authority over trade agreements (Trade Promotion 

Authority or TPA). This program merged NAFTA-TAA into the general program and created the 

HCTC, among other program expansions, and was authorized through fiscal year 2007 with several 

short-term extensions through early 2009 (Hornbeck 2013). 

In 2009, TAA expansion under the Trade and Globalization Adjustment Assistance Act (TGAAA) 

was tied with economic growth policies aimed at addressing high domestic unemployment resulting 

from the financial crisis. One major change to the program was expanding eligibility to allow service 

sector workers to be included on the same terms as those in the manufacturing sector. Reauthorization 

in 2011 was aligned with the passage of bilateral free trade agreements (FTAs) with Colombia, Panama, 

and South Korea. Current authorization of TAA was issued under the Trade Adjustment Assistance 

Reauthorization Act of 2015 (TAARA), which extended the TPA and is effective until June 30, 2021 
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(Collins 2016b). Analysis will focus on the time period 2010 to 2015, which covers these three TAA 

authorizations. 

TAA is one of 44 federally funded workforce employment and training programs administered by 

nine agencies (General Accounting Office 2003). According to the Government Accountability Office 

(GAO, formerly known as the General Accounting Office), these programs have served more than 

30 million people in total and more than three-quarters focus their services on a target population, 

such as Native Americans, veterans, refugees, or low-income individuals. Similar to TAA, the 

Workforce Investment Act for Dislocated Workers (WIA) seeks to invest resources into displaced 

workers to increase employment, skills, and earnings thereby strengthening the U.S. economy. WIA 

has a broader scope; “individuals eligible for assistance include workers who have lost their jobs as a 

result of plant closings or mass layoffs, and are unlikely to return to their previous industry or 

occupation; formerly self-employed individuals; and displaced homemakers who have been dependant 

(sic) on income of another family member, but are no longer supported by that income” (38). In 2015, 

WIA served more than 12 times more individuals than TAA (Employment and Training 

Administration 2016). 

Participants and Funding 

According to DOL, over 2 million U.S. workers have benefited from TAA since 1975. The average 

profile of a TAA participant is a white male in his mid-40s who has a high school education and has 

worked in manufacturing for 10 or more years. In 2010, the base year of analysis, there were 

approximately 227,900 workers enrolled in TAA, of which 86,600 were new enrollees during the fiscal 

year. ETA certified over 2,700 petitions during 2010, covering an estimated 280,900 eligible workers. 

Approximately 24 percent of petitions received by ETA were denied TAA in 2010, excluding an 

estimated 80,000 workers from receiving benefits. The certifications in 2010 were for petitions from 

all 50 states and Puerto Rico, although the District of Columbia received no certifications (U.S. 

Department of Labor, Employment and Training Administration 2010). 

There were a record number of petitions in 2010 due to a spike in submissions following the 2009 

TGAAA legislative expansion as well as the slowing economy due to the 2008-2009 financial crisis. 

The loosening of eligibility criteria to allow service sector workers access to TAA benefits increased 

the number of certified petitions by approximately 950 in 2010. ETA notes these service petitions may 

not have been eligible prior to TGAAA. Even though service-related petitions increased, workers in 

the manufacturing sector are the overwhelming majority of TAA recipients. Over 80 percent of eligible 

beneficiaries certified in 2010 were laid off from manufacturing jobs (U.S. Department of Labor, 

Employment and Training Administration 2010).    

Of the approximately 228,000 TAA participants in 2010, nearly 60 percent received case management 

services to establish career goals and development plans. Almost 97,000 workers were enrolled in 

training and over 28,000 received TRA income support. On average, participants received TAA 

benefits for approximately 16 months (U.S. Department of Labor, Employment and Training 

Administration 2010). Upon exiting the program, 57 percent of TAA workers were employed within 
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3 months and of those workers 86 percent retained their position for at least 6 months. Average 

earnings for the six months following TAA were $14,322 (Employment and Training Administration 

2015). 

Congress appropriated $975.3 million for TAA in 2010, less than 0.3 percent of federal outlays (Office 

of Management and Budget 2010). Nearly 60 percent of TAA’s budget was allocated to training, and 

over one-quarter was income support through TRA. More than $104 million was allocated to 

administrative expenses, which includes case management services provided to TAA workers. 

Approximately $33.5 million was spent as wage insurance for older workers through RTAA and $6 

million was spent on job search and relocation activities (U.S. Department of Labor, Employment 

and Training Administration 2010).  

In 2015, TAA was significantly smaller with 47,000 workers enrolled and just over 1,000 petitions 

filed, 40 percent of which were approved (U.S. Department of Labor, Employment and Training 

Administration 2016). According to the 2015 annual report, 54 percent of participants were enrolled 

in training, 56 percent received TRA benefits, and 13 percent received RTAA benefits. Appropriations 

for TAA in fiscal year 2016 were $851 million, but this amount was subject to sequestration, which 

lowered the funding amount to $802 million. In the end, $391 million was allocated to training and 

reemployment services with the remaining $411 million used for income support and the other 

programs (Collins 2016b).  

Policy Effectiveness  

As outlined above, both the size of and support for TAA have fluctuated with changes in the economic 

and political landscape surrounding trade and worker displacement. As Congress debated 

reauthorization, numerous economic studies and cost benefit analyses have been conducted to 

evaluate the effectiveness of the program. In general, most agree that the program is effective at 

gaining political support for trade but is ineffective in providing a safety net for disenfranchised 

workers. 

In line with the traditional economic view of the gains from trade, Aho and Bayard (1984) find the 

welfare benefits of freer trade are substantial and outweigh TAA administrative costs and beneficiary 

payments. While authors acknowledge limitations and inefficiencies in the program, they conclude 

that the U.S. should continue to pursue liberal trade policies and therefore trade-related adjustment 

programs will be important to “maintain the domestic political consensus in support of free trade” 

(186) In their view, TAA provides the political benefits needed to ensure trade policy remains palatable 

and prevent the call for protectionism. Many other economists cite support for TAA through its ability 

to mitigate opposition for trade (Brander and Spencer 1994, Diamond 1982, Dolfin and Schochet 

2012, Feenstra and Lewis 1991, Magee 2001, Reynolds and Palatucci 2012). In terms of political 

efficacy, TAA has historically been deemed a success. For example, TAA was used as a bargaining 

chip to gain Congressional support for FTAs in 2011 (Hornbeck 2013). With the political climate 

tilting toward protectionism in the wake of the 2016 presidential election, it is yet to be seen if the 

program can continue to justify liberal trade policy. 
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There are studies showing theoretically why adjustment assistance improves market efficiency (Aho 

and Bayard 1984). Because of the limited mobility of workers, after a large-scale layoff the local labor 

market may become congested, making it more difficult for these workers to find new jobs. An 

adjustment subsidy in this situation would therefore ease the transition and allow workers to find 

employment more quickly. Empirically, however, support for these theories are weakened by Corson 

and Nicholson (1981), who show that the extended unemployment benefits of TAA workers 

incentivizes them to stay unemployed for longer. It is possible, however, that the extended benefits 

enable workers to search longer for a job that better fits their skill sets.  

The rigid requirements to receive TAA benefits help ensure that the program targets specifically only 

those workers directly affected by trade, as opposed to other non-trade related layoffs. Magee (2001) 

finds that TAA generally targets the workers in which it seeks to support. That is, workers from high 

unemployment industries are more likely to receive TAA and higher wage industries are less likely to 

receive TAA. Additionally, Magee shows that declines in tariff protections are associated with 

increased certifications for assistance. Decker and Corson (1995) also show that TAA was a well-

targeted program by comparing pre- and post-layoff characteristics before and after the 1988 policy 

changes to TAA. They show that TAA provided income support for workers who experienced 

permanent job displacement and significant earnings losses. In evaluating how equitable the program 

is, these stringent requirements to receive TAA assume that trade-affected workers are somehow more 

disadvantaged than other workers. As Aho and Bayard (1984) note, however, there is no evidence 

showing trade-displaced workers face more hurdles, such as higher adjustment costs, than other 

displaced workers.  

An additional consideration of policy effectiveness is the funding mechanism for the program. TAA 

is supported by general government revenues and TAARA mandates annual appropriations (Collins 

2016b). Aho and Bayard (1984) show this funding structure encourages layoffs. Because firms do not 

bear the burden of paying for TAA through an experience-rated tax, the way in which UI is funded, 

there is more incentive for companies to lay off workers who can then fall onto the safety net. 

The most recent comprehensive evaluation of TAA was conducted by Dolfin and Schochet in 2012. 

Their cost-benefit analysis found the net benefit to society of TAA (as it operated under the 2002 

amendments) was negative $53,802 per participant. The net loss was driven by the reduction in 

earnings faced by TAA workers as compared with non-TAA workers who received UI benefits and 

matched on observable characteristics through propensity score techniques. The net benefit to TAA 

workers was negative $26,837 due to lower compensation received while participants were enrolled in 

training, which was not offset by increases in income support through TRA. The net benefit to the 

rest of society was negative $26,965, used to pay for administrative, training, and reemployment costs. 

These findings were consistent across age and industry subgroups. The authors project that 

participants would have to earn $2,124 per year more than the comparison group in order for the 

program to have a positive net benefit. Reynolds and Palatucci (2008) also find a strong negative effect 

on earnings for TAA workers compared with non-TAA UI recipients.  
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GAO has conducted numerous reviews of TAA. In 1993, the GAO Director of Education and 

Employment Issues testified before Congress that TAA was “flawed” (Morra 1993). Among the list 

of objectives that TAA failed to meet, GAO found the complex certification process made the 

program slow to help displaced workers. In 2010, there was a significant backlog of petitions following 

the 2009 TGAAA reauthorization and petitions took an estimated 140 days to process on average 

(U.S. Department of Labor, Employment and Training Administration 2010). Currently, on average, 

it takes ETA 45 days to determine if a petition is certified, which remains above the 40-day statutory 

timeline. Following certification, workers face additional hurdles to receive benefits from their local 

AJCs (OECD 2016). In its analysis, GAO notes the sooner workers receive assistance the higher their 

likelihood of being reemployed (Morra 1993). 

In both the 1993 and 2007 study, GAO recommended DOL improve its tracking of reemployment 

outcomes. While ETA posts petition applications and certifications as well as state and national 

outcomes such as reemployment and retention rates on its webpage, there are no performance goals 

outlined for the program. GAO notes states are not held accountable for their performance as there 

are no incentives or sanctions based on outcomes (Nilsen 2007).  

While TAA may increase the political success of free trade legislation, overall, TAA has been deemed 

unsuccessful as a means of providing assistance to displaced workers. In fact, in 2007 the Office of 

Management and Budget rated the program as “ineffective” (ExpectMore.gov 2007). This research 

seeks to expand the analysis of TAA’s effectiveness into its potential spillovers. Are there any positive 

externalities related to inequality that stem from TAA? 

Trade and Inequality 

Among the most dominant and influential theories in international economics is the Heckscher-Ohlin 

theory of trade: countries export goods that use the intensive factor in which the country is abundant. 

That is, a developed country such as the U.S. will export goods that require high-skilled labor inputs 

because the U.S. has an abundant high-skilled labor force, particularly relative to lesser developed 

nations that have more low-skilled labor. This theory has strong implications for income distribution, 

known as the Stolper-Samuelson theorem. The owners of a countries abundant factors will see 

increases in the real return to that factor, while the owners of the scarce factor will face declines in the 

real returns from trade. This basic model predicts winners and losers from trade, which in the U.S. 

translates to gains to high-skilled workers and losses to low-skilled workers (Krugman and Obstfeld 

2009).  

Economists have traditionally overlooked the inequality effects of trade, arguing the gains from trade 

far outweigh any losses and any distributional effects should be addressed directly, rather than through 

limiting trade flows (Krugman and Obstfeld 2009). Rising inequality in both developed and developing 

countries alongside rising within-industry inequality has led to increased research as to the effects of 

trade on income distribution (Harrison, McLaren and McMillan 2011).  Feenstra and Hanson (1996) 

created an offshoring model that predicts rising income inequality in rich and poor countries as a result 

of trade in tasks along a continuum of unskilled and skilled labor. Their theoretical model is supported 
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by empirical evidence showing increased inequality accompanying trade liberalization for countries at 

all income levels (Harrison, McLaren and McMillan 2011).  

Trade has also been shown to effect income inequality through higher productivity and increases in 

research and development (R&D). Building on Melitz’s (2003) research on heterogeneous firms, 

monopolistic competition, and productivity increases with free trade, Egger and Kreickemeier (2009) 

develop a model based on the assumption that workers at more productive firms deserve to earn 

higher income. This implies wages will differ across firms, generating wage inequality as a result of 

productive firms’ exporting ability. Helpman et al. (2010) also show that workers at more productive 

firms receive higher wages compared with workers at less productive firms. Dinopoulos and 

Segerstrom (1999) theorize that trade liberalization will increase a firm’s R&D expenditures in both 

the export and import country. Since R&D requires high-skilled labor, opening trade will increase the 

relative demand for these high-skill workers and thereby drive income inequality across the board 

(Harrison, McLaren and McMillan 2011).  

There are a number of empirical studies that provide evidence of the relationship between trade and 

inequality. Amiti and Davis (2008) analyze the effect of tariff changes on workers’ income and find 

that increases in output tariffs lower wages for importing firms and increase wages at exporting firms. 

Additionally, decreases in import tariffs increase wages for importers but does not have a significant 

effect for firms with domestic suppliers. Their findings support the theories of Egger and 

Kreickemeier and Helpman et al. by showing that trade liberalization has differential effects on 

workers across firms based on how the firm is oriented to the global market (Harrison, McLaren and 

McMillan 2011). 

Feenstra and Hanson (1999) build on their offshoring theory and show empirically that wages for 

production workers in manufacturing were unaffected by offshoring while wages for non-production 

workers increased. They were able to isolate wage growth from offshoring separate from wage growth 

due to technological change. This disaggregation is complicated by research by Ebenstein et al. (2014), 

however, which focus on job routineness, technological advancement, and offshoring. More routine 

jobs are typically held by lower-skilled workers and routine jobs are also easier to codified and 

completed by computers. These improvements make offshoring less costly, and as a result lower-

skilled jobs are more likely to see the negative impacts of open trade (Harrison, McLaren and McMillan 

2011). Additionally, Ebenstein et al. (2014) find declines in wages as a result of offshoring for workers 

who conduct routine tasks whereas workers with nonroutine positions experienced wages increases. 

Economists have analyzed specific country trading relationships to assess the impact of trade on labor 

markets. McLaren and Hakobyan (2010) estimate the effect of NAFTA on wages in the U.S. and find 

declines in wages for blue-collar workers in industries and localities most exposed to Mexican imports. 

Autor, Dorn, and Hanson (2016) examine the effect of the trade shock in Chinese imports on local 

labor markets in the U.S. They similarly find that the impact is borne most heavily on industries where 

import competition is most concentrated. Additionally, wages and labor-force participation remain 

lower for at least 10 years after the China shock, while unemployment remains higher in affected 

industries. This leads to lower income for affected workers over their lifetimes.  
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Autor, Dorn, and Hanson (2016) also find that lower employment in import-exposed industries has 

yet to be offset by employment gains elsewhere in the economy. The authors calculate the per capita 

increase in government expenditures following a $1,000 per-worker increase in imports from China 

and find TAA provides the smallest amount of safety net funding. TAA and UI account for 

approximately 6 percent of the increase in total benefits provided to areas impacted by Chinese 

imports, while medical benefits, other income allowances, and social security retirement and disability 

make up the majority of the increase. 

Feler and Senses (2016) build on the China shock analysis to examine other forms of inequality 

spillovers. They find that areas affected by import competition from China experience declines in 

housing prices and business activity. This, in turn, affects local government revenues, which are largely 

funded through taxes on property and sales. Lower revenue constrains public services provided in 

these areas, resulting in lower quality and amenities provided by the public sector in areas most 

impacted by trade.  

The literature on trade and inequality finds a robust correlation between the two. However, as Feenstra 

and Hanson (2001) articulate, outsourcing and skills-biased technological change have a similar effect 

in reducing the demand for low-skilled labor. In fact, Acemoglu and Restrepo (2017) somewhat 

temper findings on the China shock by attributing labor market changes to technological 

advancements. They find the presence of robots reduces employment and wages, and incorporating 

trade into the estimation. Their results are highly correlated with imports from China, Mexico, and 

offshoring activity. Despite this, there is a general understanding that trade has some negative effect 

on wages and at least contributes to rising income inequality. 

The economic literature on inequality and TAA specifically is limited. Diamond (1982) developed a 

model calling for a combination of adjustment assistance for workers and trade subsidies to support 

declining domestic industries and mitigate the negative effects of trade. Feenstra and Lewis (1991) 

argue that commodity taxes may not lead to Pareto gains from trade, but rather call for adjustment 

assistance as an incentive for workers to move industries and therefore more fully maximize the Pareto 

gains from trade. The theoretical understanding of TAA’s ability to redistribute trade’s gains seems 

clear enough, yet there is no empirical evidence of this. The following analysis seeks to provide insight 

into what effect, if any, TAA has in lowering inequality in areas negatively impacted by trade. 

Does TAA Reduce Inequality? 

The basic assumption that a redistribution such as TAA will result in lower income inequality. This 

analysis seeks to show if there is any evidence of changes in income inequality as a result of TAA 

benefits. Using county-level data, I compare areas that received TAA with those who applied for TAA 

but were denied benefits. If TAA provides a benefit to inequality reduction, we should see that those 

counties that received TAA will have more income equality compared with those that did not receive 

TAA. 
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Data 

Data come from two primary sources: ETA firm level data on TAA applications and ACS 5-year 

estimates. ETA has annual data from 1975 to 2016 on all TAA petitions submitted. The dataset 

includes firm name and address, application and determination date, approval or denial and reasoning, 

number of workers affected, and certification date, if applicable. 

In the U.S., local economic data are available through the ACS. Five-year estimates are available for 

all 50 states and Puerto Rico and are the most precise of the ACS estimates available. Data are based 

on 60 months of surveys and released annually since 2009. Income inequality, as well as demographic, 

housing market, education, industry, and other economic indicators, were gathered from ACS. The 

U.S. Census Bureau maintains records of metropolitan areas and their corresponding counties. 

The following analysis uses 2010 as the base year of analysis. In 2010, DOL saw a spike in TAA 

applications as a result of the financial crisis and legislative changes described above. This allows for 

a larger sample size of both certified and denied TAA petitions. Additionally, it allows for analyses in 

the following years to examine the potential lag effect of the benefits, as training and job searching 

may last more than one year. 

Methodology 

To begin my analysis, I geocoded the firm-level TAA data to their respective counties using ARC GIS. 

The original dataset included street addresses but not the FIPS county code, which was needed for 

merging with the ACS data. In 2010, 3,545 petitions were processed and available in their online 

dataset. Of these, 3,490 firms were matched to the county level—those that did not provide an address 

in the database were unable to be included. Over 3,000 firms were the located in a duplicate county 

as another TAA petition; these were collapsed into 507 distinct counties, while 402 petitions were the 

only firm to petition in their respective county. In total, 909 of the 3,138 U.S. counties were included 

in the analysis. 

The comparison groups for the analysis are counties that had TAA petitions approved (747 counties) 

and those that applied to TAA but were denied during the DOL investigation (162 counties). While 

the denied petitions did not meet DOL qualifications for trade-affected layoffs, they nonetheless 

experienced layoffs in 2010 and their characteristics are similar to those who did receive TAA. Figure 

1 shows mean summary statistics of the comparison groups and Figure 2 shows the county locations. 
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Figure 1: Summary Statistics of TAA Petitions 

 
  Source: ETA, ACS, and author’s calculations. 

 

 

 

 

 

Received 

TAA

Denied     

TAA
Difference t-stat

Gini Coefficient 0.44             0.43             0.01 (2.88)        

Unemployment Rate 7.94             7.97             -0.03 (0.14)        

Median Income 49,002.70    45,563.38     3,439.32 (3.07)        

Share SNAP Recipeiants 10.23           11.56           -1.33 (3.20)        

Homeowner Vacancy Rate 2.21             2.22             -0.01 (0.11)        

Rental Vacancy Rate 7.75             7.87             -0.12 (0.41)        

Median home value 172,028.20  131,904.90   40,123.31 (4.36)        

Share of homes with Mortgage 64.34           59.25           5.09 (5.81)        

Median Rent 715.41         645.25         70.16 (4.18)        

Less than 9th Grade Education (%) 5.66             6.19             -0.53 (1.72)        

High School or Equivalent (%) 33.49           35.98           -2.49 (3.66)        

Associates Degree (%) 7.70             7.55             0.14 (0.88)        

Bachelors or Higher (%) 23.49           19.13           4.36 (5.07)        

Total Share in Labor Force (%) 63.61           61.47           2.14 (4.00)        

Healthcare and Education (%) 22.60           22.53           0.08 (0.22)        

Manufacturing (%) 14.73           14.72           0.01 (0.02)        

Retail (%) 11.86           11.72           0.15 (1.01)        

Construction (%) 7.13             7.57             -0.43 (2.59)        

Arts (%) 8.14             7.79             0.35 (1.68)        

Professionals (%) 8.12             6.61             1.51 (5.44)        

Transportation (%) 4.99             5.18             -0.19 (1.47)        

Public Administration (%) 5.77             4.77             1.00 (5.09)        

Other Services (%) 4.67             5.21             -0.54 (2.54)        

Agriculture (%) 4.69             4.67             0.02 (0.33)        

Finance (%) 2.55             4.95             -2.40 (7.61)        

Wholesale (%) 2.82             2.68             0.14 (1.80)        

Information (%) 1.93             1.62             0.31 (4.34)        

Observations 747             162              
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Figure 2: Counties that Received or Were Denied TAA 

 
    Note: One county in each Alaska and Hawaii was excluded due to map formatting constraints. 

    Source: ETA, ACS, and author’s calculations. 

The Gini coefficient is the dependent variable used to proxy income inequality. Gini is the most widely 

used indicator for income inequality. A ratio between zero and one, with zero indicating perfect 

equality and one indicating perfect inequality (that is one person has all the income and everyone else 

has zero income), the Gini coefficient is a popular measure because if its ease and intuition (Hisnanick 

and Rogers 2007).  There are several other metrics by which to proxy income inequality, however they 

are not available at the county level. Figure 3 shows the change in Gini coefficient for the 909 counties 

analyzed, with the most equal counties in light blue and the most unequal counties in dark blue. 

Figure 3: Change in County Gini Coefficient from 2010 to 2015 

 
    Note: One county in each Alaska and Hawaii was excluded due to map formatting constraints. 

    Source: ETA, ACS, and author’s calculations. 

 

Received

Denied
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The basic model of analysis is: 

ΔGini = α + β1TAA + λX + ε  (1) 

Where ΔGini is the difference in the county-level Gini coefficient from 2010 to 2015 and TAA is a 

dummy flag indicating whether or not firms in the county were certified to receive TAA or were 

denied. Because of the vast differences in metro and nonmetro economies, the model controls for 

urban status. State-level fixed effects are also included to capture other geographical differences. 

Additionally, the model controls for county-level characteristics such as housing, demographic, and 

industry makeup. 

A second model looks at the lag effect of TAA in 2010 on predicting future Gini coefficients. Because 

it can take years to complete training and find a subsequent job in a new field, there could be a delay 

in TAA’s effectiveness. Model (2) regresses the annual Gini coefficient at time t on the TAA flag in 

2010 and the same controls listed above. 

Ginit = α + β1TAA + λX + ε  (2) 

Lastly, a difference-in-differences regression is run to account for the systemic changes in the Gini 

coefficient that occurred as a result of changes in the business cycle from 2010 to 2015. The economy 

was pulling out of a recession at the beginning period and in a growth phase by the ending period; this 

brings with it changes in inequality levels as the economy recovered. To account for this, the following 

model was also used: 

Ginit = α + β1TAA + β2Yeart + β3TAA* Yeart + ε  (3) 

Results 

Figure 4 presents the primary results. In summary, there is no evidence that TAA reduces inequality. 

Most results are not significantly different than zero. The few results that are significant show counties 

with TAA have a slightly higher Gini coefficient than non-TAA counties. However, after accounting 

for time trends, the significance disappears and the coefficient becomes negative. 

The basic OLS regression of Model (1) does not indicate that TAA has a significant impact on the 

change in inequality. When controlling for metro status, state fixed effects, and county-level 

observables, TAA remains insignificant. For the regressions with no controls, metro controls, and 

county-level observable controls, the coefficient on TAA is a slight positive, which is unexpected. The 

magnitude of these values is extremely small, however, and, as mentioned, not statistically different 

than zero. 

Model (2) does indicate a slight significance of TAA in predicting the 2015 Gini coefficient level and 

shows that TAA recipient counties have slightly higher income inequality compared with non-TAA 

counties. These results hold with metro and state fixed effects but significance goes away with county-

level observable controls. Again, the magnitude of the coefficients is extremely small.  
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Figure 4: Primary Results—Impact of TAA on Inequality 

Gini 2015

Model (3)

TAA 0.000578 0.000303 -0.000619 0.000606 -0.000178 0.00874** 0.00731* 0.00881** 0.00365 0.00301 -0.224

(0.29) (0.15) (-0.31) (0.32) (-0.10) (3.04) (2.51) (3.23) (1.88) (1.65) (-0.14)

Year 0.00205**

(2.73)

TAA*Year 0.000116

(0.14)

Constant 0.0102*** 0.00979*** 0.00455** 0.543 0.580 0.438*** 0.436*** 0.423*** 0.945 1.137* -3.685*

(5.47) (4.73) (3.21) (0.95) (0.98) (166.59) (154.98) (11619.71) (1.63) (2.02) (-2.44)

Metro X X X X

State Fixed 

Effects
X X X X

County-Level 

Observables
X X X X

N 909 909 909 909 909 909 909 909 909 909 1818

t statistics in parentheses

* p<0.05    ** p<0.01    *** p<0.001

Model (1) Model (2)

Change in Gini Coefficient 2010-2015 Gini Coefficient 2015
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The difference-in-difference Model (3) indicates that TAA is not a significant predictor of 2015 

income inequality. The coefficient on year is significant, indicating that the Gini coefficient did change 

over the time period analyzed. Although insignificant, the TAA coefficient has a larger magnitude in 

Model (3) and shows that counties with TAA have lower income inequality compared with non-TAA 

counties.  

Robustness  

Due to the lack of conclusive results in the primary analysis, I conducted robustness tests to explore 

the data more thoroughly; results are shown in the Appendix. Model (2) showed the only significant 

results; that is, TAA was positively correlated with income inequality in 2015. I regressed TAA on the 

annual Gini coefficient for all years 2011 to 2015 (Figure 5). Each year had a positive, significant 

coefficient for TAA, both in the simple OLS and when controlling for metro area and state fixed 

effects. The magnitude of the coefficient was very small but slightly larger in 2011 and 2015. This 

could indicate TAA has a short-term as well as medium-term impact. However, results indicate that 

counties with TAA are less equal than counties denied TAA; the opposite of what one would expect. 

The difference-in-differences regression (Model (3) primary results), mitigates these findings as it 

shows that year is positive and significant. This indicates that inequality was growing over time, so 

results of Model (2) are likely capturing the systemic changes in the Gini coefficient over time. 

The second robustness test examines the sensitivity of the model to changes in the measure of 

inequality. Unfortunately, ACS does not provide other measures of county-level inequality beyond the 

Gini coefficient. However, there is a margin of error provided for the Gini estimate. Using the margin 

of error, I repeated all three models with the upper and lower bounds of the estimate (Figure 6).  

Results show that the model is highly sensitive to changes in inequality measures.  The change in Gini 

coefficient in Model (1) in the simple OLS and when controlling for state fixed effects is significant 

in both the upper and lower bounds of the margin of error.1 The direction of the coefficient changes 

in this analysis, where the upper limit is negative and the lower limit is positive. 

Model (2), which was significant in the primary results, remains significant for the lower limit Gini 

coefficient in 2015. The upper limit, however, does not show a significant relationship between TAA 

and inequality in 2015. The difference-in-differences results mirror the primary results. Year is 

significant in each test, but the TAA coefficient is not. The magnitude of TAA’s effect is larger for 

the lower limit and smaller for the upper limit compared with the primary results. 

I also tested the effect of TAA on county-level unemployment and median income, to examine if the 

program has any impact on other economic indicators (Figures 7 and 8). Results were not exceptionally 

telling. The effect of TAA on unemployment levels showed that TAA counties had higher 

unemployment levels but results were not highly significant for any of the models. TAA did show 

                                                           
1 The upper bound is the Gini coefficient plus the margin of error and the lower bound is the Gini coefficient less the 
margin of error. When examining the change in Gini for Model (1) the upper bound is the wider range of the coefficient; 
that is the upper bound in 2015 minus the lower bound in 2010. Likewise, the lower bound is the narrower range, or the 
lower bound 2015 minus the upper bound 2010. 
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some effect on median county-level income, when controlling for county observables. Coefficients 

were negative, however, indicating that TAA counties have lower predicted median income than non-

TAA counties. 

In summary, empirical results are inconclusive. The impact of TAA, either positive or negative, is not 

strongly evidenced in the analysis, even with robustness testing. The lack of a clear results does not 

provide any support to dismiss prior analyses on TAA’s lack of effectiveness. 

Policy Implications 

Given the broad scope of analysis that concludes TAA is ineffective, and the above empirical results 

above do not show any further evidence of a relationship between the program and inequality, policy 

makers should consider alternative safety net programs to support displaced workers. While there is 

evidence that trade is related to inequality, as described above, there is no evidence that trade-displaced 

workers are worse off than workers who have been displaced for non-trade reasons. Given this, policy 

makers should consider widening the safety net by combining the 44 different government 

reemployment programs to capitalize on economies of scale and improve efficiency and effectiveness 

(General Accounting Office 2003). 

Numerous papers have provided alternatives and suggestions to improve TAA. Brander and Spencer 

(1994) consider various designs for TAA and conclude that a superior program should offer benefits 

unconditional on future employment so as to not distort market outcomes. They also show that 

benefits should be tapered and provide benefits proportional to the loss suffered to achieve full 

economic efficiency.  Currently, TAA is conditional on training and benefits are uniform, though 

income support and wage insurance depend on UI claims and the difference in wages, respectively, 

but both TRA and RTAA have time caps.  

GAO has likewise offered recommendations for extending the reach of TAA. In her 1993 testimony, 

the Director of Education and Employment Issues at GAO noted the significant cost of administering 

separate assistance programs targeted at specific worker groups (dislocations due to trade, military 

base closings, and the Clean Air Act, for example) and suggested a streamlined reemployment program 

that would provide services for all dislocated workers. The Director also discusses the need for early 

intervention to provide reemployment services before or at the time of layoff to improve the chances 

of reemployment (Morra 1993). 

Aldonas, Lawrence, and Slaughter (2008) proposed a replacement for TAA that would integrate 

government reemployment programs into a single Adjustment Assistance Program (AAP). The 

proposal would combine UI, TAA, and WIA into one program that would provide a menu of support 

services administered at the local level. The main elements of AAP are: wage insurance for workers 

45+, health coverage while on UI, penalty-free withdrawals in tax-advantaged vehicles such as 

individual retirement accounts, and expanded eligibility for training programs. 

The OECD also recommends merging trade-related and general dislocated worker programs. 

Additionally, OECD suggests improving the federal reemployment safety net by expanding layoff-
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aversion programs beyond manufacturing and agriculture, implementing short-term work programs 

and rapid-response services, and offering cash payments to long-term unemployed in exchange for 

meeting job-search obligations (OECD 2016). 

Kletzer and Litan (2001) suggest wage insurance to support all displaced workers, not trade or older 

workers only, whose new position pays less than their prior job. The support, equal to 50 percent of 

the difference in wages, would last for two years, have an annual cap, and be available only after the 

displaced worker is reemployed in order to incentivize faster workforce reentry. There is the potential 

for this program to encourage hiring mismatches as workers may accept the first available position 

regardless in order to gain benefits. Additionally, firms could lower wages for new employees with the 

knowledge their workers will receive federal income support. 

An even more expansive and progressive option is a universal basic income (UBI), which offers cash 

transfers to all Americans regardless of their work status. As labor markets evolve worldwide—due to 

trade, technology, and other reasons—guaranteeing everyone has enough money to avoid poverty is 

gaining traction. Pilot studies of UBI are being tested in Canada, Finland, the Netherlands, Kenya, and 

Silicon Valley, U.S. UBI, should it be implemented, would replace TAA, UI, other reemployment 

programs, and all other forms of government assistance targeting low- and middle-income people 

(Pinkerton and Kliff 2017). While the political likelihood currently improbable, UBI is beginning to 

gain traction in policy discussions on how to support workers in the future labor market, with even 

President Obama referencing UBI (Obama 2016). Given rapid changes in the labor market and 

growing dissatisfaction with globalization, time will tell if UBI will garner more political support in the 

future. 

Conclusion 

Despite the good intentions of TAA, there is overwhelming evidence that the program does not 

provide an effective safety net to help workers who have been displaced by trade. While training, 

income support, wage insurance, and health care tax credits may have served to make liberal trade 

policy more politically palatable, they have not acted to mitigate the negative consequences of trade, 

as numerous studies have shown. This paper sought to examine the effectiveness of TAA through 

empirical analysis of its effect on income inequality. Examining county-level Gini coefficients, I find 

no conclusive evidence that TAA has been successful in increasing equality. Results were largely 

insignificant and showed contradictory outcomes based on the type of model and different robustness 

tests. 

Given TAA is largely ineffective, policy makers should consider alternative programs, including 

expanding the safety net and consolidating existing policies to increase efficiency and effectiveness. 

The current political climate and domestic dissatisfaction with trade and globalization could allow for 

strong support for a program that can better support trade and other displaced workers. Current TAA 

legislation is effective until 2021, at which time policy makers should explore ways to more effectively 

assist displaced workers.  
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Appendix 
 

Figure 5: Impact on Gini Coefficient Each Year 2011-2015 

 

  

2011 2011 2012 2012 2013 2013 2014 2014 2015 2015

TAA 0.00833** 0.00854** 0.00740* 0.00735** 0.00776** 0.00761** 0.00798** 0.00744** 0.00874** 0.00800**

(2.83) (3.01) (2.48) (2.60) (2.67) (2.75) (2.77) (2.69) (3.04) (2.90)

Constant 0.430*** 0.417*** 0.433*** 0.419*** 0.435*** 0.415*** 0.436*** 0.415*** 0.438*** 0.421***

(159.94) (77.30) (158.03) (72.58) (163.28) (105.57) (164.87) (141.73) (166.59) (242.02)

Metro X X X X X

State Fixed 

Effects
X X X X X

N 909 909 909 909 909 909 909 909 909 909

t statistics in parentheses

* p<0.05    ** p<0.01    *** p<0.001

Model (2)
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Figure 6: Model Sensitivity to Changes in Gini Coefficient 

 

Gini 2015

Model (3)

TAA -0.00921*** -0.00438 -0.00830** -0.00124 -0.00105 0.00369 0.00487 0.00477 0.00247 0.00236 -0.105

(-3.60) (-1.80) (-3.27) (-0.52) (-0.46) (1.13) (1.49) (1.55) (1.08) (1.08) (-0.06)

Year 0.00210*

(2.48)

TAA*Year 0.0000541

(0.06)

Constant 0.0476*** 0.0553*** 0.0254*** 0.642 0.608 0.457*** 0.459*** 0.434*** 0.918 1.111 -3.771*

(19.76) (22.06) (87.30) (0.91) (0.86) (150.96) (142.98) (313.95) (1.36) (1.66) (-2.21)

Gini 2015

Model (3)

TAA 0.0104*** 0.00498* 0.00706** 0.00245 0.000690 0.0138*** 0.00975*** 0.0128*** 0.00482** 0.00366* -0.343

(4.27) (2.16) (2.97) (1.25) (0.34) (5.07) (3.56) (4.91) (2.68) (2.19) (-0.22)

Year 0.00199**

(2.80)

TAA*Year 0.000177

(0.22)

Constant -0.0271*** -0.0358*** -0.0163*** 0.444 0.553 0.420*** 0.413*** 0.411*** 0.973 1.163* -3.599*

(-12.00) (-14.96) (-5.21) (0.65) (0.81) (171.56) (158.74) (314.06) (1.73) (2.20) (-2.51)

Metro X X X X

State Fixed 

Effects
X X X X

County-Level 

Observables
X X X X

N 909 909 909 909 909 909 909 909 909 909 1818

t statistics in parentheses

* p<0.05    ** p<0.01    *** p<0.001

Model (1) Model (2)

Change in Gini Coefficient 2010-2015 Gini Coefficient 2015

Margin of Error Lower Limit

Model (1) Model (2)

Margin of Error Upper Limit

Change in Gini Coefficient 2010-2015 Gini Coefficient 2015
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Figure 7: Impact of TAA on Unemployment 

 

  

Unemp 2015

Model (3)

TAA 0.295 0.0760 0.329* 0.161 0.120 0.265* 0.220 0.119 0.161 0.120 -118.8

(1.65) (0.43) (2.03) (1.80) (1.42) (2.02) (1.64) (1.06) (1.80) (1.42) (-1.06)

Year -0.664***

(-12.71)

TAA*Year 0.0591

(1.06)

Constant -3.321*** -3.674*** -2.750*** -0.249 16.72 4.654*** 4.581*** 5.250*** -0.249 16.72 1343.0***

(-19.65) (-19.90) (-75.61) (-0.01) (0.67) (38.03) (35.96) (13.12) (-0.01) (0.67) (12.77)

Metro X X X X

State Fixed 

Effects
X X X X

County-Level 

Observables
X X X X

N 909 909 909 909 909 909 909 909 909 909 1818

t statistics in parentheses

* p<0.05    ** p<0.01    *** p<0.001

Change in Unemployment  2010-2015 Unemployment 2015

Model (1) Model (2)
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Figure 8: Impact of TAA on Median Income 

 

 

Med Inc 2015

Model (3)

TAA -517.0 -611.0* -330.1 -683.3** -557.5* 2922.3** -291.2 1729.9 -683.3** -557.5* 211275.8

(-1.81) (-2.12) (-1.26) (-2.70) (-2.22) (2.61) (-0.28) (1.71) (-2.70) (-2.22) (0.34)

Year 530.1

(1.94)

TAA*Year -103.4

(-0.34)

Constant 2650.3*** 2499.0*** 5776.0*** 29923.4 10786.8 48213.7*** 43041.8*** 71005.0*** 29923.4 10786.8 -1019860.7

(9.80) (8.84) (17.49) (0.40) (0.15) (48.48) (49.73) (13.33) (0.40) (0.15) (-1.86)

Metro X X X X

State Fixed 

Effects
X X X X

County-Level 

Observables
X X X X

N 909 909 909 909 909 909 909 909 909 909 1818

t statistics in parentheses

* p<0.05    ** p<0.01    *** p<0.001

Change in Median Income 2010-2015 Median Income 2015

Model (1) Model (2)


