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ABSTRACT 
 

 Modern telecommunications and data transmission technologies allow businesses and 

consumers to purchase services abroad with ease.  The subsequent increases in service imports, 

and the relocation of business processes offshore, mean that workers performing previously non-

tradeable services are now at risk of permanent job displacement due to international trade.  The 

service worker population displaced by trade, typically better educated and paid than trade-

displaced manufacturing workers (Jensen and Kletzer 2005), poses a unique set of challenges to 

the principle public program for trade-displaced workers, Trade Adjustment Assistance (TAA). 

 

 This thesis examines Trade Adjustment Assistance participant data to test whether the trade-

displaced service workers who enroll in the program adhere to earlier findings on differences 

relative to manufacturing workers in earnings and education and how their success at 

reemployment and wage replacement compare with other workers in the TAA program.  
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I. Introduction 
 

As global trade liberalized and competition increased from Japanese and European 

manufacturing firms in the 1970s and 1980s, U.S. manufacturing firms began sourcing more of 

their inputs and opening their own facilities abroad (Levine 2008).   The share of imports used as 

inputs in U.S. manufacturing increased from 10.5% to 16.2% between 1987 and 1997 (Bardhan 

and Kroll 2003).  As production shifted abroad workers were displaced and, for the most part, 

trade-displacement was reserved for those who produced goods.  This is rapidly changing in the 

Twenty-First Century as U.S. firms take advantage of technological advances that allow the 

outsourcing of information technology, financial, and customer service functions.  This “new 

wave” of outsourcing has been difficult to quantify due to the interconnectedness of the global 

economy and difficulty involved in discerning when previously domestic work is sent abroad; 

however, there is little doubt that the amount of service work sent abroad has grown significantly 

in recent decades.  Understanding what makes displaced service workers different, and their 

ability to benefit from government-sponsored programs such as Trade Adjustment Assistance, is 

critical to any consideration of future trade liberalization agreements. 

 

This thesis examines how displaced service workers differ through a detailed look at the 

participants in the Trade Adjustment Assistance program during the 2009 and 2010 fiscal years.  

During this period, the program was statutorily expanded to allow service workers to directly 

apply for entry into the program for the first time.  As a whole, TAA participants are older and 

less female when compared to the broader civilian labor force.  The service workers, in 

particular, are found to differ from their manufacturing peers in most basic demographics, 



 

2 
 

revealing a group that is better educated, slightly older, and more female.  When examining the 

utilization of TAA benefits, manufacturing workers were more likely than service workers to 

complete their training and receive some type of credential in the process.   

 

With the demographic and utilization differences in mind, the primary focus of the thesis 

compares the relative success of manufacturing and service workers in TAA by examining two 

different outcome measurements: the probability of reemployment and the extent to which new 

wages approximate former wages (wage replacement).  While controlling for age, race, state, and 

other factors, the data show that service workers are modestly more successful at gaining new 

employment after exiting the TAA program.  However, service workers see a relatively larger 

decrease in the wages they receive at their new job.  Because the period examined is only the two 

most recent fiscal years, the data set is not large enough to provide statistically certainty in many 

of the findings.   

 

Nevertheless, understanding displaced service workers and their ability to re-integrate into 

the economy will become an increasingly relevant question for policy makers.  The statutory 

expansion of TAA to service workers expired in February of 2011, confronting lawmakers with 

the need to assess the program’s success for trade displaced service workers.  The differing 

demographic characteristics and likelihood for success argue for service workers to receive 

special consideration in the design of government responses to trade displacement.  Trade 

Adjustment Assistance, which, as a program, is nearly 50 years old, will need to continue to 

evolve to meet the needs of the labor force. 



 

3 
 

 

This thesis next turns to the 50-year history of TAA and its periods of expansion and 

contraction, often timed with trade liberalization agreements.  Next the relevant literature on 

worker training, service outsourcing, and TAA in particular is examined.  The previous 

scholarship reveals the difficulty in determining when to attribute job loss to trade displacement 

and how to fairly measure success of participants in retraining programs in observational 

situations.  The thesis then starts to digest the data from the Trade Act Participant Reports, the 

state-submitted tracking records for TAA participants.  Econometric models are used to reveal 

the independent explanatory power of being a service worker on the probability of reemployment 

and success at wage replacement. 
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II. History of Trade Adjustment Assistance 

 Trade Adjustment Assistance (TAA) was created in 1962 alongside new tariff reductions to 

compensate those workers expected to be harmed by increased competition from abroad.  The 

benefit initially consisted of extended unemployment benefits, optional job training, and 

relocation support.  TAA, which was restricted to workers who produced an “article,” initially 

certified very few applicants as its focus was narrow and eligibility requirements were stringent.  

At this time, certification was the responsibility of the quasi-judicial Tariff Commission (later 

renamed the International Trade Commission), which interpreted the statute to apply only to 

workers for whom trade was the “single most important” reason for job loss (Richardson 1980).  

The burden of proof involved in showing that trade was the major cause of job loss involved 

considerable paperwork and legal counsel.  The bureaucratic hassle sapped the enthusiasm of 

organized labor, which viewed TAA as a “cruel hoax” and stopped investing time and resources 

in preparing cases (Richardson 1980).  In the first seven years of the program not a single claim 

was approved.  The Nixon Administration began the process of loosening eligibility 

requirements which ultimately led to amendments in 1974 that moved certification to the 

Department of Labor, improved the income support payments, set aside dedicated funding for 

training, and clarified that trade competition need only contribute to job loss and not necessarily 

be the major cause.  Following the 1974 amendments, the program grew substantially, reaching a 

peak of 532,000 workers and $1.6 billion in funding in 1980 (Baicker and Rehavi 2004). 

 

 Following the 1974 amendments, the program was providing more generous cash assistance 

than the unemployment insurance program (Baicker and Rehavi 2004).  In 1981, the process for 
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determining the amount of cash assistance was brought in line with unemployment insurance and 

made accessible only after unemployment had been exhausted.  The less generous TAA shrunk 

to approximately 30,000 participants and a budget of $103 million in 1982.  In 1988, eligibility 

was revised to make job retraining mandatory for most workers before they could receive cash 

assistance.  The 1980s suggested “a shift toward retraining workers and facilitating structural 

adjustment” (Baicker and Rehavi 2004). 

 

 By this time, outsourcing was beginning to result in longer dislocations.  Workers were 

becoming less likely to be recalled by their previous employer because plants were closing 

permanently.  With the prospects for recall dwindling, dislocated workers were forced to move 

into new jobs, often at wages lower than their previous employment (Decker and Corson 1995). 

 

 In the early 1990s, TAA expansion was included in negotiations on the North American Free 

Trade Agreement, and in 1994, NAFTA-TAA provisions broadened eligibility to include the 

suppliers and finishers (upstream and downstream companies) affected by a plant’s decision to 

move to Canada or Mexico.  Similarly, TAA expansion was included in negotiations in 2002 on 

trade promotion authority, which would guarantee a vote, without amendments, for trade deals 

submitted to Congress by the George W. Bush Administration.  In this expansion, the broader 

NAFTA-TAA provisions became the standard for the entire program so that all upstream and 

downstream companies could apply for TAA.  The expansion added farmers to TAA, created a 

tax credit which acts as a voucher to purchase health insurance, and began a pilot program for 

workers age 50 or over that provides a cash benefit of up to 50 percent of the difference between 
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a worker’s old salary and new salary.  At this time there was a congressional effort to expand 

TAA to service workers, but this provision was not included in the 2002 amendments. 

 

 As discussed above, the first decade of the new millennium saw rapid technological change 

that increased the need for service workers to have access to adjustment assistance.  The 

economic recession of 2008 exacerbated problems for millions of trade-displaced workers and, 

in response, TAA expansion was included in the American Recovery and Reinvestment Act of 

2009 (ARRA).   

 

 ARRA added service and public sector workers to TAA, increased the number of weeks 

participants were eligible for cash assistance, and increased the relocation support and health 

insurance tax credit.  However, these provisions were not permanent changes to the law.  Before 

a February 2011 vote to extend these provisions, newly ascendant Republicans in the U.S. House 

of Representatives announced their opposition and the legislation was pulled from the calendar.  

On February 12th, 2011 the TAA provisions contained within ARRA expired.  

 

 Today TAA is largeyl operating under the 2002 amendments.  Workers are certified as TAA-

eligible after a successful petition is filed with the Department of Labor (DOL).  The workers file 

this petition themselves or their firm, union, or state government files a petition on their behalf.  

DOL certifies the workers if the department finds those workers’ jobs were moved to another 

country, their job loss can be attributed to a decline in sales or production caused by import 

competition, or their job loss resulted from the loss of business with another firm because of 
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trade-related reasons.  Once certified, individual workers can file TAA claims to receive up to 

104 weeks of income support following and offset by unemployment insurance (e.g. if a worker 

receives 26 weeks of unemployment insurance she would be eligible for up to 78 weeks of 

support through TAA), subsidized participation in an approved training program, up to $1,250 in 

job search and relocation assistance, and the Health Coverage Tax Credit which covers 65% of 

the premium of qualified health insurance.  The income support, the length of which is 

contingent on weeks of unemployment compensation claimed and participation in training, is 

funded as an entitlement and not dependent on yearly appropriations from Congress.  Funding 

for training and the job search or relocation assistance is appropriated annually, divided amongst 

the states, and available to certified workers until exhausted.  
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III. Literature Review 

 The literature on Trade Adjustment Assistance exists within a much larger body of research 

on the effectiveness on education in helping displaced workers re-enter the workforce.  A lack of 

consensus on the effectiveness of these training schemes exists and can be attributable to the lack 

of experimental data in this area (LaLonde 1986), which forces researchers to use econometric 

models that do not completely account for unobserved characteristics of the workers treated.  It is 

difficult to find data on a counterfactual population, workers who want to be trained but are not.  

Thus, comparisons are often made between training participants and general unemployment 

insurance claimants (Dolfin and Berk 2010, Marcal 2001) or respondents to the Census Bureau’s 

Displaced Worker Survey (Reynolds and Palatucci 2008). 

 

 To examine samples of workers displaced specifically by international trade, researchers have 

used different mechanisms to distinguish trade from other types of displacement.  These 

mechanisms include changes in the share of imports making up an industry (Kruse 1988, Kletzer 

2003), the extent of geographic clustering (Jensen and Kletzer 2005), and labor productivity 

comparisons that show the relative amount of labor required in different countries to produce 

identical goods (Aho and Orr 1981).   Once the trade-displaced population is identified, 

researchers have found distinctive characteristics that may justify government treatment that 

differs from those workers displaced by technology, domestic outsourcing, or another reason. 

Often, the most difficult adjustments are borne by those who are “least able” to afford them: 

women, minorities, and worker who are less-educated, older, high-tenure and lower-paid (Aho 

and Orr 1981, Kruse 1988, Kletzer 2003).  This subset of displaced workers may have additional 
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difficulty re-entering the workforce if their industry is particularly hard hit by rising import 

competition and may suffer from unemployment congestion, which occurs when a particular 

industry is regionally clustered (Kruse 1988) or due to layoffs associated with plant closures and 

company relocations that create little chance of recall (Decker and Corson 1995).  

 

 Only recently has the literature begun to include a discussion of service workers and how their 

experience with trade-displacement varies.  Researchers have not found consensus on whether 

outsourcing only occurs when a U.S. firm contracts with a foreign firm or a foreign subsidiary to 

fulfill a service previously provided by a domestic company (Bhagwati, Panagariya, and 

Srinivasan 2004) or whether outsourcing also includes work transferred to firms that specialize 

in outsourcing, but are located in the United States (Levine 2008).  Attempts to quantify the 

number of service workers vulnerable to trade-displacement have yielded a range of results.  A 

2004 report that used macroeconomic models, market surveys, and on-site research found that 

3.4 million service jobs might move abroad by 2015 (Jensen and Kletzer 2005).  Meanwhile 

others have determined that as many as 14 million service jobs in the U.S. have the 

characteristics that make them susceptible to outsourcing (Bardhan and Kroll 2003) and another 

study found by looking at geographic density that 13.7% of the service industry was vulnerable 

to outsourcing compared to only 12.4% of the manufacturing sector (Jensen and Kletzer 2005).  

Service workers were also found to have higher pay and high education relative to workers from 

other sectors (Jensen and Kletzer 2005).   

 



 

10 
 

 Regardless of the population, economic conventional wisdom holds that compensation for the 

unemployed generally acts as a deterrent to job search.  However, when it comes to trade-

displacement some make the case that such compensation is a necessary corollary to any trade 

liberalization policy in order to make the policy Pareto efficient (Kapstein 1998).  This logic 

holds that trade liberalization is a net benefit, but because costs fall disproportionately on 

workers in industries that face growing import-competition, redistribution is needed so no group 

is left worse off.  In addition, this compensation can aid efficiency by helping workers relocate to 

more competitive positions and can, as a political tool, be used to make trade liberalization more 

palatable to legislators and labor unions (Magee 2000).  

 

 However, examinations of the training programs themselves find that workers going through 

training experience greater wage loss, relative to their pre-training employment, than workers 

who do not complete training (Kodrzycki 1997, Reynolds and Palatucci 2008).  These worse 

outcomes could be attributable to the fact that there is initially an opportunity cost to time spent 

retraining (Marcal 2001) or a more permanent shift from high-wage to low-wage employment 

(Reynolds and Palatucci 2008).  

 

 If policy makers determine that some sort of compensation scheme is warranted, researchers 

have also developed alternative designs to eliminate possible adverse incentives to re-

employment.  These include unconditional payment schemes that continue benefits after the 

worker has found a new job (Brander and Spencer 1993) and wage insurance to supplement a 

workers new wage so that it is equivalent to his or her previous wage (Kletzer 2003).
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IV. Data 

 This thesis is based on data from the Trade Act Participant Report (TAPR) on participants 

from the 2009 and 2010 fiscal years.  The individual-level data is collected by the state agencies 

that administer TAA and compiled by the Department of Labor.  It includes demographic 

information on participants as well as the benefits they received, wage and employment 

information pre-training, and wage and employment information post-training.   

 

 Individual participants were matched with data taken from their respective certification 

petitions, which included the Standardized Industrial Classification (SIC) code of the company 

named as being adversely affected by trade.  Defining, albeit broadly, the services sector as any 

business with a SIC greater than 6000 we can separate the participants into service and 

manufacturing workers.  This revealed some service workers certified as TAA-eligible prior to 

the ARRA amendments, likely through the 2002 amendments that allowed suppliers of TAA-

certified firms to also gain TAA eligibility.  

 

 The sample was limited to those individuals who registered basic demographic data, had a 

valid petition number that could be linked to a SIC, and could indicate, affirmatively or 

negatively, whether employment was secured in the first quarter following training.  If the 

individual did not complete training early enough to answer the post-training employment 

question they were excluded.  When determining wage replacement, those with jobs from this 

sample were included if they had at least $100 in average quarterly earnings in the three quarters 

prior and four quarters following program enrollment.  Although the TAPR requirements were 
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strengthened in 2009, the process has a history of inconsistent and erroneous reporting across 

jurisdictions (GAO 2006).  For this reason, transparently erroneous data was removed (e.g. age 

was limited to those aged 16 to 65). 

 

Table 1: Labor Force Demographics 
 
 
 

Manufacturing 
Workers 

Service 
Workers Combined 

Average Age**** 44.5 46.1 44.5 
Female** 42.9 46.9 42.9 

Phys /Mental 
Disability**** 2.0 6.3 2.1 

Hispanic**** 6.1 18.0 6.3 
Black* 21.1 22.3 21.1 

White** 69.9 66.6 69.9 
Veteran or 
Spouse*** 8.6 5.6 8.6 

Finish High 
School* 83.0 83.3 83.0 

Finish 4-yr 
College**** 6.4 26.1 6.6 

Percent 

English as 2nd 
Lang**** 5.8 11.6 5.8 

Number of Observations 53,511 605 54,116 
Asterisks measure statistical difference between manufacturing and 
service workers in two-sided t-tests  
****p<0.001 ***p<0.01 **p<0.05 *not significant 
 

 

 

 

 

 

Civilian 
Workforce 

42.2 
48.0 

0 

11.7 
9.4 
71.6 

7.6 

90.0 

32.1 
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Table 2: Previous Employment of TAA Participants 
 Manufacturing 

Workers 
Service 
Workers 

Combined Number of 
Observations 

Average Previous Tenure 
(months)* 

122.5 123.3 122.6 49,778 

Percent Recalled by 
Previous Employer* 

2.3 1.0 2.3 48,623 

Average Quarterly Wage* $9,563 $14,628 $9,617 51,289 
Asterisks measure statistical difference between manufacturing and service workers in two-sided 
t-tests 
****p<0.001 ***p<0.01 **p<0.05 *not significant 
 

 As predicted in the recent literature, the service workers were older, had a higher rate of 

college completion, and were better paid (Jensen and Kletzer 2005), although the average age 

difference of less than two years has little practical significance.  Also notable is the higher 

prevalence of Hispanic and ESL workers in the service sector.  This could indicate that this 

model includes service jobs in hospitality and custodial fields, which may have been lost when a 

client company went out of business due to trade competition, but are not positions we typically 

consider at risk of outsourcing.   

 

 Statistics on the broader civilian labor force are provided for comparison.  These numbers 

come from the January 2010 Displaced Worker Survey, a supplement to the monthly Current 

Population Survey administered by the U.S. Census Bureau.  The survey captures all household 

members aged 16 or older who are employed or unemployed, and not excluded from the labor 

force due to disability, student status, retirement, or other reason that prohibits work.  Notable in 

this comparison is the difference in college attainment.  The workers taking advantage of TAA 
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training have less previous experience with post-secondary education than their peers in the 

broader labor market. 

 

Table 3: Success in Training of TAA Participants 
 Manufacturing 

Workers 
Service 
Workers 

Combined Number of 
Observations 

Percent Receiving 
Credential**** 

18.4 11.4 18.3 54,116 

Percent Completed 
Training**** 

36.9 19.8 36.7 54,116 

Percent Re-employed* 77.0 78.5 77.0 54,116 

Average Quarterly Wage 
(post)**** 

$7,210 $8,641 $7,210 40,544 

Wage Replacement* 0.7 -10.5 0.6 38,921 
Asterisks measure statistical difference between manufacturing and service workers in two-sided 
t-tests  
****p<0.001 ***p<0.01 **p<0.05 *not significant 
 

 Some of the starkest differences between service and manufacturing workers appear when 

looking at the differences in how training opportunities are utilized. Manufacturing workers were 

more likely to complete their training and earn some sort of credential in the process.  

Credentials are defined as a high school diploma or GED, associates, bachelors, post graduate 

degree, occupational licensure, occupational certificate, or other recognized diploma, degree or 

certificate.  Although working with a small sample, the distribution of credentials indicates 

surprisingly similar preferences given differences in average college completion.  
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Table 4: Credentials Received by Type of Worker in TAA Programs 
 Manufacturing Workers Service Workers 

Number of Workers 9850 69 
High School/GED 847 7.0% 1 1.2% 
Associate Degree 2,462 20.5% 18 21.4% 
Bachelor Degree 243 2.0% 10 11.9% 
Graduate Degree 339 2.8% 0 0% 

Occupational 
Licensure 

1,588 13.2% 11 13.1% 

Occupational 
Certificate 

6,198 51.5% 43 51.2% 

Other Diploma, 
Degree, Certificate 

349 2.9% 1 1.2% 

Total 12,026+ 100% 84+ 100% 
+Many workers recorded more than one type of credential 

 

 The remainder of the analysis will focus on two measurable outcomes for participants in the 

program: reemployment and wage replacement.  In addition to the demographic data discussed 

above, state agencies administering TAA are instructed by the Department of Labor to collect 

data on whether or not former participants are working and their quarterly wages for four 

quarters following the completion of training.   
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V. Reemployment 

The dependent variables in the regression below is a dummy variable indicating whether or 

not the participant was working in any of the four quarters following the completion of their 

training program.  If the participant was still in training they were not included in this model. 

 

Table 5: Estimated Coefficients for Determinants of Reemployment 
Number of Observations = 54116 

 (I) (II) (III) (IV) 
 R2 = 0.0363 R2 = 0.0438 R2 = 0.1771 R2 = 0.1771 

Service Worker 0.028* 0.027*  0.028* 
 (0.017) (0.017)  (0.016) 

Age -0.008**** -0.007**** -0.007**** -0.007**** 
 (0.0002) (0.0002) (0.0002) (0.0002) 

Gender -0.021**** -0.021**** 0.003* 0.003* 
 (0.004) (0.004) (0.003) (0.003) 

Disabled   -0.547**** -0.055**** 
   (0.012) (0.012) 

Hispanic   0.015* 0.014* 
   (0.008) (0.008) 

Black   0.029**** 0.029**** 
   (0.007) (0.007) 

White   0.037**** 0.037**** 
   (0.006) (0.006) 

Veteran or Spouse   0.007** 0.007** 
   (0.003) (0.003) 

Finish High School  0.035**** 0.041**** 0.041**** 
  (0.005) (0.005) (0.005) 

Finish College  0.020*** 0.018*** 0.017** 
  (0.007) (0.007) (0.007) 

Receive Credential  0.097**** 0.043**** 0.043**** 
  (0.005) (0.006) (0.006) 

Finish Training  -0.024**** 0.011*** 0.012*** 
  (0.004) (0.004) 0.004 

Constant 1.118**** 1.073**** 0.925**** 0.925**** 
 (0.008) (0.009) (0.012) (0.012) 

State Controls   √ √ 
****p<0.001 ***p<0.01 **p<0.05 *not significant 
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The regression shows that being a trade-displaced service worker increases the probability of 

reemployment within four quarters of program completion by approximately 3 percentage points, 

on average, relative to a manufacturing peer.  However, due to the lack of a sufficient number of 

service workers in the sample, the finding is not statistically significant beyond a 90% 

confidence interval in any of the models.  In Model (III), where service work is excluded from 

the explanatory variables, the R2 does not change, also indicating the difficulty that the relatively 

small presence of service workers has expressing itself.   

 

The largest effect is shown for those workers that receive a credential through their training 

in Model (II).  Those workers increase the probability of reemployment by 9.2 percentage points, 

on average, statistically and practically significant.  However, the act of finishing training itself 

does not account for improvement in reemployment prospects.  While these two findings seem to 

point in opposite directions, it could be that this finding reflects workers who terminate training 

prematurely because new employment is already secured.  Additionally, it should be noted that 

when controlling for state effects, the explanatory power of the credential decreases.  This could 

reflect differences in state administration as states decide which training programs are 

acceptable.  States may have wide differences in the quantity, variety, and accessibility of 

credentials offered in conjunction with TAA, resulting in different achievement rates. 

 

Other findings, including detrimental effects for being older or female are notable, but may 

reflect universal trends in the ability of displaced workers to find new employment and not hold 

special significance for the population engaged with Trade Adjustment Assistance.  Similarly, 
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the positive effects from being Hispanic, Black, White, or a graduate of high school or college 

may also reflect broader trends in reemployment. 
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VI. Wage Replacement 

Within the TAPR, wage information is gathered on the three quarters preceding and four 

quarters following training.  To determine the workers’ success at finding new employment that 

improves or at least maintains their previous wage, separate averages were taken of all pre- and 

post-wage information for program participants.  Because certification for TAA may occur long 

after a worker has separated,  it is possible that workers entering the program will have been 

unemployed for more than three quarters and thus report no quarterly earnings.  In order to avoid 

instances where very large disparities between pre and post training wages were possibly caused 

by these irregularities of timing, the analysis was done on those participants reporting average 

quarterly wages of at least $100 in both the pre and post training period.  Furthermore, instances 

where the participant exhibited 100% increases or greater were also excluded as being 

potentially not representative of the actual worker experience. 

 

Within these restrictions, wage replacement is defined as the average post-training quarterly 

wage minus the average pre-training quarterly wage divided by the average pre-training quarterly 

wage.  Wage replacement is the dependent variable in the following regression. 
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Table 6: Estimated Coefficients for Determinants of Wage Replacement 
Number of Observations = 38921 

 (I) (II) (III) (IV) 
 R2 = 0.0023 R2 = 0.0047 R2 = 0.0156 R2 = 0.0157 

Service Worker -0.095* -0.101*  -0.089* 
 (0.095) (0.095)  (0.096) 

Age -0.008**** -0.009**** -0.009**** -0.009**** 
 (0.001) (0.001) (0.001) (0.001) 

Gender -0.071**** -0.058*** -0.048** -0.048** 
 (0.020) (0.020) (0.020) (0.020) 

Disabled   0.022* 0.024* 
   (0.071) (0.071) 

Hispanic   -0.025* -0.024* 
   (0.046) (0.045) 

Black   0.072* 0.072* 
   (0.044) (0.044) 

White   0.023* 0.023* 
   (0.038) (0.038) 

Veteran or Spouse   0.004* 0.004* 
   (0.020) (0.020) 

Finish High School  -0.080*** -0.050* -0.050* 
  (0.027) (0.029) (0.029) 

Finish College  -0.101*** -0.081** -0.078** 
  (0.039) (0.039) (0.040) 

Receive Credential  0.039* 0.015* 0.015* 
  (0.029) (0.033) (0.033) 

Finish Training  -0.194**** -0.186**** -0.186**** 
  (0.024) 0.025 0.025 

Constant 1.118**** 0.580**** 0.405**** 0.404**** 
 (0.008) (0.051) (0.071) (0.071) 

State Controls   √ √ 
****p<0.001 ***p<0.01 **p<0.05 *not significant 

 
 
 

These models show that being a service worker decreases wage replacement by 9 to 10 

percentage points, on average, relative to a manufacturing peer.   This finding is not statistically 

significant, again likely owing its ambiguity to an insufficient number of service workers having 

progressed far enough in the program to have post-training quarterly wages. 
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Workers who complete their training showed the largest drop off in post-training earnings, 

with a wage replacement ratio nearly 20 percentage points lower than their peers.  There are 

several plausible explanations for this result, including the possibility that workers who 

completed training were moving into new fields and thus needed to “start over.”  Or, as 

suggested earlier, those workers who leave training early may have already secured well-paying 

employment.  Unfortunately, we do not have data on the rate of future salary growth for workers 

who finish training or gain a credential from TAA participation.  There may be long-term salary 

and career benefits to the training that would allow participants who completed training to 

ultimately surpass their peers who terminated early in earnings and opportunities.    

 

 Similar to the previous models, the significant negative findings for age and gender may be 

attributable to broader trends in displaced workers. 
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VII. Conclusion 

On February 12th, 2011, the ARRA amendments to TAA expired and service workers lost the 

ability to file directly for TAA when their work is shipped overseas.  Rolling back TAA at a time 

when technological advancements put nearly all forms of work at risk for trade displacement led 

Howard Rosen, Executive Director of the Washington-based Trade Adjustment Assistance 

Coalition, to say: "This is probably the most tragic situation we've seen since TAA was 

established 50 years ago" (Schultz 2011). 

 

Because service workers were only fully allowed access for a short period of time, it is 

difficult to determine their success and ultimately whether this group of workers benefits from 

the program in any special way.  The findings of this paper do seem to indicate that service 

workers can find new employment at a higher rate than their manufacturing peers.  This could 

be, however, a trend that exists in the broader population of displaced workers.  The findings on 

the success of those workers who achieve credentials is hopeful and policy makers may want to 

examine why only 18% of participants are attaining credentials.  Reforms in the 2009 

amendments that increased the acceptable length of training and allowed part-time training may 

contribute to the ability of participants to receive a credential and thus should be given strong 

consideration for renewal. 

 

Trade Adjustment Assistance has traditionally been part of compromises on trade 

liberalization legislation.  With pending free trade agreements with South Korea, Colombia, and 

Panama awaiting White House finalization and Congressional approval, it is possible that fresh 
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consideration of TAA benefits will be postponed until the negotiating process of FTA passage 

begins.  Regardless, policy makers would be wise to consider the experience of service workers 

and their growing relevance in discussions on trade displacement and adjustment. 
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