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Title 111 program has a coordination agreement
with the Texas Employment Commission, by
which Title 1l pays salaries of EC staff mem-
bers to go out and actively get TAA petitions
started. The State’s rapid response team keeps
an eye on Ul claims, and whenever the team
notes a big jump in claims, it targets the area
and alerts the Employment Commission. If the
layoffs are due to import competition, either
EC or Title 1l staff make sure that someone—
usually the union or the company personnel
director—files. If the company refuses and there
is no union, they go back to Ul records and find
three workers who were laid off from the com-
pany, encouraging them to file. The system
works. In the 9 months before the agreement
was signed, Texas had only 28 applications for
TAA; in 6 months afterwards, 256 petitions
were sent forward. According to a Title Ill offi-
cial, of all the resources available to displaced
workers including Title Il and vocational edu-
cation, TAA is a major contributor,

Other than sending a letter to Governors urg-
ing coordination between the Title 111 and JTPA
programs, the Department of Labor has gener-
ally not done much to actively promote it, An
exception to this is the Region V office of the
Department of Labor, located in Chicago, The
office holds quarterly roundtable meetings of
employment security agencies, TAA offices,
and JTPA in the six Midwestern States the re-
gion includes (lllinois, Indiana, Michigan, Min-
nesota, Wisconsin, and Ohio). Discussion of the
potential for coordinating TAA and Title IlI,
and examples of what to do and what not to
do, are leading topics at the roundtables. Sev-
eral TAA and Title Il officials in the region
praised the roundtable discussions. One State
(Wisconsin) said, “The roundtables have brought
us [TAA and Title Ill) together; if not for that,
we’d be much further behind, ” The regional
office also fields questions about the programs
on a daily basis and, according to the State offi-
cials surveyed, dispenses “excellent informa-
tion.” Four of the six States in this region have
achieved some real integration of TAA and Ti-
tle 11l services, and the other two are making
progress,

Other regions have not followed suit. Region
VI, in Dallas, held one meeting at the request
of Texas officials, and Region X also held a
meeting for the Pacific Northwest States. One
State official (Texas) specifically commented
that the coordination problems with Title’ Il
and TAA are at the national level, in the De-
partment of Labor. This official offered the ex-
ample that, in conducting TAA training for the
Employment Service, the regional office of the
Labor Department said Title 111 agencies would
provide the job search programs required for
workers receiving TRAs—without any idea that
funds for Title Il that year had been cut in half.

When OTA asked the States what changes
they would like to see in the TAA program, the
one most often put forward (in 19 States) was
a shift toward more unified services for all dis-
placed workers, whether or not the workers are
trade-affected. In a unified program, open to
all displaced workers, the nettlesome problems
of delays in certification and arbitrary distinc-
tions among workers on whether they are trade-
affected would disappear, Most of the people
who suggested this change insisted, however,
that the best features of both TAA and Title Il
be kept. For TAA, the best features are seen
as longer term, better quality and higher cost
training combined with extended income sup-
port. For Title Ill, they are State responsibility
for designing the program and control over
most of the funds; a broader range of services,
including remedial education; and the flexibil-
ity to move in and provide adjustment services
before layoff.

It should be noted that the “best features” of
TAA and Title 111 programs represent poten-
tial in some cases, not actuality. The superi-
ority of TAA training was greatly diminished
in early 1987 because funds had nearly run out.
Not many States provide remedial education
in Title Il projects, and an effective rapid re-
sponse to plant closings and mass layoffs does
not yet exist in most States. Title Il allows
States to provide these services, however, and
a few are effectively doing so.



TRADE ADJUSTMENT ASSISTANCE FOR FIRMS AND INDUSTRIES: ISSUES

The main issue concerning the TAA program
for firms is whether it should exist. The Rea-
gan Administration maintains that it should
not, arguing that it is natural and inevitable for
many firms to succumb to competition, foreign
as well as domestic, and that the government
has no business trying to save them. Congress,
in reauthorizing TAA for firms through 1991,
in effect made the judgment that the program
is worthwhile, that given good technical assis-
tance, some firms weakened by import compe-
tition can revive and continue to provide jobs
and economic benefits to their communities.
Since the reauthorization, however, Commerce
Department administration of the program has
hobbled its ability to offer technical assistance.

Aside from the current crisis in program
administration, a continuing question is
whether the certification requirements for
firms—a showing that the firm’s sales or pro-
duction have declined, as a result of import
competition—make sense. Should the program
be restricted to firms that are demonstrably in
trouble already? Or should firms throughout a
trade-affected industry be eligible for TAA serv-
ices, thus making it possible to offer assistance
to firms with a better chance of survival—but
also greatly enlarging the number of potential
clients. This question, though not so pressing
as the question of the program’s continued ex-
istence, has some broad implications. In recent
years the suggestion has been made, by OTA
and others, that an industrial extension serv-
ice of some kind might contribute to competi-
tiveness of American industry.'The idea is for

'U. S. Congress, Office of Technology Assessment, Industry
Technology, and Employment Program, Development and Diffu-
sion of Commercial Technologies.’ Should the Federal Govern -
ment Redefine Its Role? staff memorandum, March 1984; see
also H. R. 4361, the Advanced Technology Foundation Act, a bill
proposed in the 98th Congress.
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a government-supported program that would
help small and medium-sized manufacturing
firms learn about and apply up-to-date technol-
ogies and management practice. Several States
have technical assistance programs along this
line,

An assessment of the possibilities of an in-
dustrial extension service is beyond the scope
of this special report, which is focused on the
Trade Adjustment Assistance programs. How-
ever, the experience with TAA for firms does
suggest, roughly at least, how a broader pro-
gram of technical assistance to industry might
work.

How TAA for Firms Operates

Before getting to the issue of survival of TAA
for firms, let us first take a brief look at how
the program operates—or how it operated be-
fore the crippling interruptions of authority and
funding freezes that have occurred repeatedly
since December 1985. Two features of the pro-
gram stand out. First, the technical assistance
the program offers is in-depth; typically, client
firms receive 60 to 80 days of expert assistance
in diagnosing competitive problems and devel-
oping ways to solve them. Second, the program
takes time. The assistance itself is time-consum-
ing because it is intensive; and the Department
of Commerce approvals at three steps in the
process, though usually done fairly expedi-
tiously, add more time.

Twelve Trade Adjustment Assistance Centers
(TAACs) operate the program through grants
from the Department of Commerce; the grants
have customarily been for 12 months (from De-
cember 1985 through May 1987 the TAACs re-
ceived grants for no more than a few months
at a time, and they are operated on short time
extensions with limited funds). Annual grants
range from about $700,000 to $2 million, and
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average a little more than $1 million each, z The
TAACs’ first step is to help firms prepare peti-
tions for certification, claiming that sales and
production declines are due to competition
from imported products; weed out the clients
who obviously cannot substantiate the claim;
and send the petitions on to the Commerce De-
partment for a decision. The department veri-
fies the claims, usually by telephoning the firm’s
customers, and decides whether the firm is
eligible. If many petitions are being submitted,
these decisions may take longer than the 60 days
the law allows, but such delays have generally
been shorter than in the TAA program for
workers.

In interviews with OTA, officials of one
TAAC said that any firm coming to it is allowed
to apply for certification, so long as the firm
appears to meet the criteria of declining sales
or production due to imports. The other TAACs
do some informal screening. Although they ac-
cept the principle that any trade-affected firm
has a claim on assistance, they do sometimes
discourage clients from preparing petitions if
they see little chance that the firm can recover.
In making this judgment, the TAACs put great-
est emphasis on management’s flexibility and
willingness to make changes, If the client seems
to be looking only for a quick financial fix, for
example, the TAAC counselor may emphasize
that the firm will have to bear at least 25 per-
cent of the cost of technical assistance, Or if
a client appears to be on the brink of insolvency,

2Thi s description of how the program operates comes from
interviews with and materials provided by officias of the De-
partment of Commerce and the TAACs. For this specia report,
OTA interviewed policymaking officials and staff members of
the office of Trade Adjustment Assistance (OTAA), the agency
in the Commerce Department which oversees TAA for firms,
OTA aso interviewed by telephone and in two site visits the
directors and staff members of 11 of the 12 TAACs. The only
TAAC not represented in the telephone survey was the Mid-
America TAAC, located in St. Louis, which had just been cre-
ated with final approval pending in the Department of Commerce,
The Mid-America TAAC was previously located in Little Rock,
AR, but it ceased operations in 1986. TAACs surveyed by tele-
phone were New York State, Binghamton, NY; Metro New York,
New York, NY; New Jersey, Trenton, NJ; Mid-Atlantic, Phila-
delphia, PA; Great Lakes, Anne Arbor, MI;Mid-West, Chicago,
IL; Rocky Mountain, Boulder, CO; Northwest, Seattle, WA; and
Western, Los Angeles, CA. The TAACs visited by OTA staff were
New England, Boston, MA, and Southeastern, Atlanta, GA.

the TAAC may point out that recovery meas-
ures will be slow and long-term. In this way,
the decision not to proceed is generally mutual;
TAACs do not simply turn away clients. At least
one TAAC (Western) does require that before
it gets involved with a firm, the management
must already have made some changes in re-
sponse to problems, The idea is that a firm that
initiates its own adjustment shows a commit-
ment to change, and also improves its ability
to get financing to carry out an adjustment plan,

Once a firm’s petition is approved, the TAAC
conducts a diagnostic survey, which includes
a scrutiny of the firm’s financial situation, its
system of management information and cost
controls, its product development, marketing
plans and sales efforts, as well as its operations
on the shop floor, To stay in the program a firm
must be willing to open its books. The diagnos-
tic study is a critical piece of the program, since
it determines the direction the adjustment plan
will take. Usually, the TAAC’s technical staff
does the diagnostic study; most TAACs, when
fully staffed, have people with training and ex-
perience in industrial engineering, finance, and
marketing. Sometimes, for a client in an un-
usual or highly technical business, the TAAC
may hire a consultant for the diagnostic study.
TAAC and the firm together formulate an ad-
justment plan based on the diagnosis, specify-
ing what the firm needs for recovery and the
kind of technical assistance it will ask for. The
study and plan generally take 6 to 8 weeks to
complete, An adjustment proposal must be sent
to the Department of Commerce for approval,
which usually takes about 3 weeks.

The next step is to find contractors who can
provide the technical assistance that the adjust-
ment plan calls for. The firm may need a mar-
ket survey, to determine whether a new prod-
uct it is planning will find any customers. It
may may need engineering help in designing
a new product. It may need to install and learn
how to use a management information system
that will identify production bottlenecks that
raise costs, It may need a manufacturing engi-
neer to look over and redesign shop floor oper-
ations. Technical assistance may cover any of
these things; but it cannot cover the purchase
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of equipment or the provision of working cap-
ital. For technical assistance that costs an aver-
age of $75,000, firms must pay at least 25 per-
cent; the firm’'s share rises with increases in
cost beyond that level. Usually, the TAACs
bring in a consultant with specialized skills to
provide technical assistance; they are chosen
by competitive bids, and their contracts must
be approved by the Department of Commerce.

Assuming things go smoothly and there are
no hitches, the process outlined here takes at
least 6 to 8 months. Many firms meanwhile take
steps on their own to follow suggestions made
in the diagnostic study and adjustment plan.
Others take longer than a few months to mull
over the TAAC’s diagnosis and recommenda-
tions, and decide whether to proceed. In any
case, they must have enough strength to sur-
vive several months at least before getting the
adjustment assistance that has been designed
to meet their needs. Boxes C and D describe
the experiences of a New England clockmaker
and a couple of garment manufacturers in the
South with technical assistance provided by
TAACs.

Firms served by the TAACs are relatively
small. In the last 2 years the TAACs were in
full operation (fiscal years 1984 and 1985), the
TAACs each added an average of about 30 cer-
tified firms to their rolls, and had adjustment
assistance plans approved for 15 firms each,
on average (see table 5). The expenditure per
firm certified works out to about $37,500 per
year; adjustment assistance, if carried to com-
pletion, generally costs about $75,000 per
firm—not enough to do much for a large firms
The typical TAAC client has sales averaging
about $5 to $10 million per year and 100 to 150
employees; although quite a few smaller firms,
with sales of $1 to $2 million, are also served.
Service to firms with sales more than about $30
million per year is unusual. All the firms served
are in manufacturing, since TAA does not cover
service industries.

*Information supplied by the TAACs.

No other Federal program—probably no State
or local program either—operates quite as TAA
does to provide sustained, sophisticated tech-
nical assistance to small and medium-sized
manufacturers. The Economic Development
Administration (EDA) gives grants of about $7
million per year to universities, local govern-
ments, or nonprofit organizations for several
purposes related to economic development in
areas of high unemployment and poverty. Ac-
tivities include technical assistance to local bus-
inesses and programs to help local governments
learn about economic development. The De-
partment of Defense offers assistance to small
companies, usually subcontractors, who lack
the sophisticated equipment needed to meet
military specifications.

The Small Business Administration offers
grants to Small Business Development Centers,
which are operated by the States and offer coun-
seling and training to small businesses. Coun-
seling, given to 72,000 firms in fiscal year 1986,
helps owners deal with specific difficulties that
arise in their day-to-day operations. Training,
provided to nearly 260,000 firms in 1986, is
given in seminars or classes that teach basic
business skills such as marketing or cost con-
trol, The average time spent with each firm is
7 to 10 hours. Most of the firms are small, some
with as few as one or two employees, and nearly
all are in services, mainly retail trade. The
SBDCs concentrate on firms that cannot afford
to pay someone for advice. The counseling and
training they provide is free; often volunteers
from the Service Corps of Retired Executives
offer the assistance. Funding for the program
in fiscal year 1986 was $35 million.

A number of States offer technical assistance
to manufacturing firms, often as part of their
economic development programs, OTA has not
assessed these programs, but from a brief look
it appears that many provide services that are
much shorter in duration than those the TAACs
provide. For example, the highly respected In-
dustrial Extension Service of the Georgia Tech
Research Institute usually provides 3 to 5 days’
service to its clients, with the limit rising to 10
days for firms that are expected to provide new
jobs. The Georgia Tech program is one of the
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Box C.—New Life for a Ninety-Year-Old: TM Helps New England Clock Firm Survive

The Chelsea Clock Co., founded in Chelsea, MA, in 1897, is the only one of the old New England
clockmakers left. Others still have their names on the clock cases, but the innards are made in Eu-
rope or Japan. Chelsea Clock, housed in its 19th century brick building in one of the old industrial
towns ringing Boston, makes fine timepieces from scratch and guarantees them for a lifetime-the
clock’s lifetime, which means as long as anyone wants to keep it.

Until a few years ago, the company made clocks the traditional way with spring-wound move-
ments, despite the quartz technology revolution. Yachtsmen, clock collectors, and companies look-
ing for a handsome gift for retiring employees remained steady customers for a timepiece handmade
of brass and fitted with gold-plated works that you could watch through the back of the case. But
in the early 1980s, the new technology began to catch up with the company. Customers started to
balk at paying several hundreds or thousands of dollars for a thing of beauty that didn’t keep time
as well as a $10 clock from the corner drugstore.

Richard Leavitt, president of Chelsea Clock, is a former accountant who bought the company
in 1978. By 1982, he realized that, even though dollar sales were holding up, the number of clocks
sold every year was sliding fast, from 14,000in 1980 to 9,000 in 1983. Twenty of the firm’s 70 em-
ployees had to be laid off. First Leavitt tried putting the standard plastic quartz movement into a
Chelsea clock, but he didn’t like it and neither did his clock-fancier customers. He knew his company
was best off holding on to the fine clock part of the market, where sales of 15,000 to 20,000 clocks
a year would be enough to keep his small firm prosperous but not enough to tempt giants like Seiko
into competing, probably with a good looking but lower cost clock. He also knew he wanted a fine
electronic movement for the Chelsea clock. But the technical expertise to design it was beyond his
means to buy (he had already mortgaged his house to put money into the company), and banks don’t
readily lend money to buy designs. They can’t foreclose on a design.

Leavitt learned about the Federal Trade Adjustment Assistance program, which provides techni-
cal assistance to firms hurt by imports, just as he was concentrating on how to raise the money for
developing a high-quality quartz movement. The New England Trade Adjustment Assistance Center
(TAAC) helped to diagnose the firm’s problems and write a proposal, which the Department of Com-
merce approved, for a recovery plan. The project included a market survey as well as development
of the quartz movement. The Cambridge consulting firm Arthur D. Little Inc. did both pieces of work,
and Federal grant money paid two-thirds of the $100, 000 cost; the company paid the rest. When the
market study found that customers would buy a high-priced clock with brass parts-but not plastic
parts-the design team created a movement with gold-plated brass plates, gear wheels that are cut
not stamped, and synthetic jewels at points of wear.

So far, the plan is succeeding. The company’s sales and profits have risen, and Leavitt plans an
aggressive sales effort to add more fine gift shops and jewelry stores to his customer list. Most but
not all of the work is done at the plant; cases for the top-of-the-line clocks are imported from Switzer-
land, but Leavitt plans to bring that work home. The shop already makes its own cases for ship’s
clocks, which have long been a staple of the Chelsea business. The plant has kept its 50 workers,
many of whom are 20-year veterans, and include precision assemblers, machinists, inspectors and
testers, and a master clockmaker.

Leavitt gives high marks to the New England TAAC for helping to make the company profitable
and competitive. He says he would have done the project eventually without the TAA help if he’d
had to, but at much greater risk. The cost of the project was as much as the firm’s entire profits in
a good year. Without help, Leavitt would have been obliged to bet the company, and if the bet didn’t
pay off soon enough, Chelsea Clock would have become a hollow company.

The other New England clockmakers have already taken that path. “We could have followed the
pack,” Leavitt said, “and used the Chelsea name to put on products we import. We chose the more
difficult route, keeping responsibility for design and manufacture. That translates into jobs here rather
than to people in other countries.”
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Box D.-Made in the USA: Trade Adjustment Assistance for Apparel Manufacturers

Introduction

Garment making is still a very large industry
in the United States, despite increasing imports.
In 1986, employment in the industry was 1.1 mil-
lion; this compares to 815,000 in the auto indus-
try and 266,000 in basic steel. Certainly, imports
have made inroads. One-quarter of the amount
Americans spend for apparel and other textile
products goes for imports, Despite the highly
structured quota protection under the Multifiber
Arrangement, imports rose to a new high in 1986
—-$17. 8 billion. This compares to $2,3 billion
(about $5.3 billion in 1986 dollars) in 1973. And
eml}i)_loyment is down from its 1973 peak of 1.4
million.

Yet in some ways apparel is holding its own.
Employment and output in steel mills, for exam-
ple, are both less than half of what they were in
1973. Jobs in apparel have declined only about
20 percent, and output in constant dollars has
risen over 9 percent. Granted, jobs in apparel are
poorly paid compared to the average manufac-
turing wage ($5.86 per hour vs. $9.83), and are
taken mostly by women and minorities. But to
many of the people holding them, these are the
best jobs available anywhere near home,

The Southeastern TAAC, located in the Geor-
gia Tech Research Institute in Atlanta, special-
izes in technical assistance for small and
medium-sized apparel and textile firms: Much
of rural Georgia and the Carolinas is economi-
cally dependent on textiles and apparel. A gen-
eration ago, when these industries were leaving
New England for the lower wage South, the
Southeastern States made energetic efforts to at-
tract them, especially to the rural counties that
were losing tens of thousands of farm jobs with
the rapid mechanization of agriculture. Now,
Georgia and the Carolinas are trying to save these
industries from lower wage competition in Asia,
Mexico, and the Caribbean.

Aiken industries

The TAAC’s part in all this is to help firms like
Aiken Industries, a family-owned and run ap
parel plant in Aiken, South Carolina, survive and
prosper. Cary Friedman, the plant manager and
son of the founder, heard about the TAAC's serv-

ices through an industry newsletter in 1984, at
a time when the plant was losing sales and prof-
its were declining. Friedman knew the firm had
to change to survive, but he didn’t know exactly
what to change, nor was the firm doing well
enough to pay for both technical advice and any
new hardware that might be needed. The TAAC
sent its apparel expert, a former private consul-
tant to the apparel industry, to diagnose the firm’s
troubles and work with Friedman on an adjust-
ment plan.

Aiken Industries is atypical small (135 employ-
ees] “cut-and-sew” operation. It receives fabric
from a larger apparel firm and returns the fin-
ished goods; essentially, it is selling labor, includ-
ing managerial labor. A firm like this can survive
by doing quality work, accepting fast turnaround
orders (such as re-orders of popular items) that
would take too long for foreign competitors to
fill, and squeezing out unnecessary costs. The
TAAC'’s contribution was to help Aiken Indus-
tries control costs. The diagnosis showed the
need for a management information system for
cost analysis and control. The company spent
$20, 000 for a computer and software, and the
TAAC expert taught Friedman how to interpret
the data to pinpoint areas of excess labor cost.
(“Excess cost” is a term of art in the apBareI in-
dustry; there is always some excess cost, but well-
run firms reduce it to a minimum,) Georgia Tech
Research Institute trainers, available through the
TAAC but paid for by the company, taught first
line supervisors how to reduce costs in the areas
identified-for example, by seeing that machines
are repaired quickly if there is a breakdown.

When the project started, the TAAC expert esti-
mated that Aiken’s excess costs could be cut in
half. By early 1987, the company had achieved
60 percent of that by following the adjustment
plan and paying for the improvements it identi-
fied. The last piece of work was yet to be done,
however. The plan called for an engineering con-
sultant to improve shop floor operations. This
was the technical assistance the TAAC promised
to help pay for; it would cost $90,00(), of which
the firm would contribute one-third. But the
TAAC was Unable to pay f@ technical assistance,
because it had not received any fiscal year 1987
funds from the Department of Commerce, and



was authorized to stay in business for only 1 or
2 months at a time.' The Friedman family, Ai-
ken’s owners, felt that they could afford to risk
$30,000, but not $90,000, for the engineering con-
sultant.

The failure to come through with funds for the
consultant was Friedman’s only criticism of the
TAA program. At this point, he said, “For the
government not to help me be more competitive
would be crazy. ” Otherwise, he had nothing but
praise for the program, and freely gave it credit
for the firm’s turnaround.

Burke Industries

An apparel firm that completed its TAA adjust-
ment plan with successful results is Burke Indus-
tries of Waynesboro, Georgia. Jack Steinberg,
Burke’s owner and manager, has been in busi-
ness in Waynesboro for over 25 years and now
specializes in denim jackets, an exacting item
that requires over 40 operations. Burke has also
recently won a contract for military clothing, and
expects to add 100 more people to its work force
(early in 1987) of 160.

Despite the firm’s experience and good repu-
tation, Burke nearly went under in 1982-83, when
the combined effects of the recession and rising
imports knocked many American apparel firms
out of business. Steinberg heard about the TAAC
at the industry’s annual meeting and fair (the
Bobbin Show in Atlanta). Just an initial talk with
a TAAC expert gave him some ideas, he said. He
pulled the firm through its immediate crisis by
selling finished garments to retailers.

For the longer haul, the TAAC made several
major contributions. At its low point, the firm
was strapped for cash. The TAAC expert helped
Steinberg devise a financial program, and went
with him to the local development board which,
after looking over the plan to improve the com-

_1n March 1987, the Southeastern TAAG received sbout $100,000
inagrant from fiscal year 1987 funds, and atime extension through
Jun€s. In earlier years, this TMC receivedabout $1 million for
a 12-month grant. In May, the Commerce Department requested a
proposal for a12-month grant.

pany’s prospects, approved a loan. As it did for
Aiken Industries, the TAAC advised Burke to
install a computerized management information
system, and showed him how to use it. The
system has paid off in identifying areas of excess
cost. The TAAC also advised Burke to use a mod-
ified system of in-process statistical quality con-
trol, in which inspectors examine a sample of
garments before the sewing operations are com-
pleted. Burke inspectors also look at every fin-
ished garment before it goes out. The in-line sam-
pling combined with the final audit have reduced
defects enough that customer rejections have
gone down from two or three shipments a year
to zero. In addition, Burke, like Aiken, got train-
ing for its first-line supervisors from Georgia
Tech experts.

The most notable change due to the TAAC’s
advice resulted from an engineering consultant’s
suggestions on re-arranging the cutting room. He
proposed to get rid of stored fabric that no one
was using, to use fewer cutting tables and make
them uniform in size and shape, and improve the
traffic pattern. These seemingly simple sugges-
tions allowed Steinberg to reduce his staff in the
cutting room from 20 to 8.

Steinberg observed that many of the TAAC sug-
gestions, once they were made, seemed obvious.
But like most small businessmen, he was so busy
with a multitude of tasks that he never had a
chance to step back and determine what changes
he needed to make, and which to do first. He gave
the TAAC full credit, not only for providing tech-
nical expertise that he lacked (how to use the
computerized management information system),
but also for identifying the most urgent actions
the company had to take. “The improvements
they helped us make were really and truly dra-
matic,” Steinberg said.

Burke Industries is now offered five times as
much business as it can handle, Steinberg says,
The firm has recovered strongly and its outlook
is good, at least for the time. “The advantage
we’ve got,” Steinberg says, “is that we can de-
liver on time. To get deliveries from overseas,
you have to order a year ahead of time. If we ever
lose that edge, we’ve lost it.” While he has it, the
firm employs 150 to 250 people a year, and is a
mainstay of the local economy.
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most experienced in the country, It was estab-
lished in 1960, now has 12 centers staffed by
engineers and other professionals throughout
the State of Georgia, and is funded by the State
at $2 million per year.

TAA for firms began with a strong emphasis
on loans and loan guarantees, but that part of
the program is now defunct. TAA financial
assistance was at its height at the end of the
1970s, reaching $70 million in 1980. Under the
Reagan Administration, loans and loan guaran-
tees were scaled back sharply, declining to
$900,000 and just two firms in 1986, the last
year TAA financial assistance was offered.
When requirements for loans were not very
stringent, as was apparently the case in the late
1970s, numerous firms qualified but default
rates were subsequently high. When require-
ments were tightened, the number of firms get-
ting loans or guarantees dropped sharply. To
qualify, firms had to show evidence that they
could pay back the loan, and at the same time
show they could not get private financing—a
difficult combination. Also, in the last 2 or 3
years of the program, loan approvals met with
long delays—usually more than a year—in the
Commerce Department; Commerce officials
themselves describe the time it took for ap-
provals as “interminable. ”

TAA financial assistance to firms has few
defenders today. Because of the delays and the
stringent requirements for firms to qualify, most
of the TAAC officials interviewed by OTA did
not regret the loss of the loan program. Sev-
eral said they considered technical assistance
more efficient and valuable in any case; if firms
need money to carry out their adjustment plans
—as many do—the very fact that they have an
adjustment plan makes them better prospects
for private loans. Also, loans or guarantees may
be available from other Federal sources (such
as the Small Business Administration), or State
or local agencies. For example, one Georgia gar-
ment manufacturer who had previously had no
luck with a community economic development
agency got a loan when the TAAC counselor
accompanied him to the agency and explained
the recovery plan. Three years later, the com-
pany was in good shape, and expanding. An

official of another TAAC (New England) said
that most firms served by his TAAC need man-
agement changes, not a quick financial fix, for
long-term survival; the main purpose the loan
program served, he said, was to draw people
who could use help into the technical assistance
program.

Should TAA for Firms Continue?

The Administration’s arguments against con-
tinuing TAA for firms are that it does not work,
and is not justifiable anyway, because firms in-
jured by imports do not merit any special help
beyond what is available to other firms. Offi-
cials in charge of the program add that it is hard
in any case to draw the line between injury
caused by increased imports and plain inade-
gquacy of management. It is also argued that,
in a dynamic society operating under a free
trade philosophy, TAA is often directed to firms
in industries that are dying a natural death.
TAA is “fighting the inevitable.”™

Proponents of the program are not very orga-
nized or visible, but they include business peo-
ple who have received technical assistance.
Many individual firms have high praise for the
program, and credit it with their improvements
in sales and profits. s Those who favor TAA for
firms believe it works—not in every case, pos-
sibly not in the majority of cases—but often
enough, and with enough benefits to the pub-
lic as well as to the firms concerned, to justify
the program. The equity argument—that spe-
cial help is due those who are injured by the
Nation’s free trade policies—does not apply in
quite the same way to firms as to workers.

4This argument is emphasized in U. S, Department of
Commerce, Office of Inspector General, International Trade
Administration Trade Adjustment Assistance: No Cure for
Import-Injured Firms (Washington, DC: Department of
Commerce, 1985), see especially pp. 12-13.

sSee, fOr example, U.S. Congress, House Committee on Ways
and Means, Subcommittee on Trade, Hearings: Trade Adjust-
ment Assistance for Firms, April 6, 1985—Atlanta, GA; Trade
Adjustment Assistance for Workers, fune 10,1985—Lorain, OH,
99th Cong.,1st sess. (Washington, DC: U.S. Government Print-
ing Office, 1985); aso, five client firms visited by OTA staff in
December 1986 and January 1987 said they knew of no other
program providing the high quality, sustained technical assis-
tance given by the TAACS, and attributed their improved per-
formance to TAAC assistance.
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Workers must earn a living; firms don’t neces-
sarily have to stay in business. Yet, firms are
owned and managed by people, and employ
people; those people may be thought to have
a claim on the government for help if govern-
ment policies do them economic harm. More-
over, if a government program helps to save
a business, that may well be a better outcome
than trying to adjust to the loss of all the jobs
that go with it if a business fails.

Whether the TAA program for firms works
is a central question. Two recent evaluations
of the TAA program for firms come to quite
different conclusions. A report by the Office
of Inspector General in the Department of
Commerce, issued in March 1985, concluded
that the TAA program successfully aided only
3.6 percent of clients requesting assistance and
13 percent of those completing adjustment
plans. The report said that although some
aspects of the assistance process—such as
timeliness—could be improved, “intractable na-
tional and international economic and market
conditions [e. g., low labor costs and subsidies
to industry in other countries, the strength of
the dollar] prevent the program’s success.”’The
report praised TAAC personnel as dedicated
and well-qualified, but said “the adverse envi-
ronment in which the program must operate
remains unyielding and overwhelming.”’

A May 1985 report prepared for the Depart-
ment of Commerce by a private consultant firm,
HCR, found that 35 percent of firms receiving
technical assistance from the TAA program
were better off than they were before entering
the program—and better off than the average
firm of their own size and kind; 79 percent of
all the firms sampled were still in business. a

Because of congressional interest in deter-
mining whether TAA for firms is worthwhile,

8U.S. Depart ment of Commerce, Office of Inspector General,
op. cit, p. 12.

1bid., p. 14.

sHCR, Evaluation of the Adjustment of Firms Assisted by the
Trade Adjustment Assistance Program: Economic Experience
of Client Firms Since 1981, report prepared for the U.S. Depart-
ment of Commerce, Office of Trade Adjustment Assistance
(Washington, DC: 1985),

and because the experience with TAA may be
a useful guide for other industrial extension
service programs, a close look at the methods
and results of the two studies is in order. Sev-
eral factors help to explain the wide divergence
in the results, and to cast substantial uncer-
tainty over both, The interpretation of data, defi-
nitions of success, and time period chosen (the
1982-83 recession) in the Inspector General re-
port all tend toward pessimistic results; the re-
port very likely understates the program’s suc-
cesses. The HCR study lacks the detailed
descriptions of individual firms that appear in
the Inspector General report, and its data have
been criticized by the Department of Commerce
as inaccurate, erring on the optimistic side.

The Inspector General Study

The Inspector General report first looked at
the 370 firms certified in 1982 and 1983 at six
TAACs (Midwest, Mid-Atlantic, New Jersey,
New England, Southeastern, and Metro New
York), and found that 269, or 73 percent,
dropped out of the program after being certi-
fied but before reaching the phase of imple-
menting an adjustment plan (generally, before
an adjustment proposal was written). Select-
ing the Midwest TAAC, with a 74 percent drop-
out rate, as typical, the report interviewed or
reviewed files of the 65 firms certified at that
TAAC over the 2 years to discover the reason
for the “tremendous percentage” of firms drop-
ping out, Summing up the reasons 47 firms gave
for dropping out, the report classified 33 per-
cent as “dissatisfaction” with the program, 24
percent as “disabling financial condition s,” and
15 percent as miscellaneous.

Yet the client responses, as summarized in
the report, could be interpreted quite differ-
ently, In many cases, it appears that “dissatis-
faction with the program” amounted to disap-
pointment that TAA would not provide a quick
loan, or that the firm had to pay 25 percent of
the cost of technical assistance, or that the pro-
gram did not provide some kind of trade pro-
tection. Thus, one might well interpret the re-
sults as showing that the TAAC was weeding
out firms who were interested only in finding
a source of ready money, and were not willing
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and able to make management changes that
would improve their chances of surviving. For
a program with limited resources and the goal
of providing intensive assistance, some Kkind
of triage is certainly necessary. The TAAC
might be criticized for failing to make clear the
nature of the program before sending on the
petitions for certification; perhaps more firms
could be weeded out at an earlier stage, before
they are certified. It should be kept in mind,
however, that 1982 and 1983 were the years of
the deepest recession in 50 years; it is likely
that more firms than usual were unable to pay
anything for an adjustment program.

A different kind of complaint, appearing quite
often in these cases, was that TAA help was
too slow in coming. The average time for com-
pleting adjustment plans ranged from a low of
1 year to a high of more than 6 years, with an
average of 2 years 8 months. Some of this de-
lay is unavoidable, arising from the nature of
assistance in the TAA program (see the discus-
sion below), but some might be avoided by im-
proving TAA procedures.

The most serious charge against the TAA pro-
gram in the Inspector General report is that its
success rate was a “dismal” 3.6 percent. This
extremely low figure was produced by exam-
ining 38 firms in four TAACs that completed
implementation of adjustment plans in 1982
and 1983 and concluding that five, or 13 per-
cent, adjusted successfully due to TAA efforts.
This percentage was then applied to the 101
firms remaining in the programs of the six
TAACs, yielding 13 cases expected to be suc-
cessful. The 13 cases were then divided by 370
(the number of firms certifed by the six TAACs
in 1982 and 1983), producing a figure of 3,6 per-
cent, which was termed the success rate. This
puts the success rate in a very unfavorable light.
It implies that every firm that is certified should
receive service, and that success must be judged
by the ability of the TAACs to help all of the
firms certified, whether or not they received
service.

Another measure of success is the percent-
age of cases coming to completion that suc-
ceeded due to the TAAC's efforts. That figure

is 5 of 38, or 13 percent, according to the re-
port. Another 4 cases were judged successes,
but not on account of the TAAC’s efforts; thus
9 firms, or 24 percent, adjusted satisfactorily.
A firm’s adjustment was defined as successful
if its sales, production, or employment stabi-
lized or increased by the time the plan was com-
pleted, This part of the report’s conclusion also
bears questioning.

first, it maybe difficult in some cases to pin-
point just how much the TAAC had to do with
a successful outcome. For example, one TAAC
advised a firm producing wire that improved
marketing would be a major solution to its prob-
lems, recommended hiring five nationwide
sales representatives, and helped the firm
choose them. The firm decided later to do with-
out the salesmen and instead got a listing in
a leading national industrial directory. Sales
rose, and the firm’s position improved, but a
company spokesman gave no credit to the
TAAC since he believed that success was en-
tirely due to the directory listing. It might be
considered that the TAAC deserved some credit,
however, since it was the TAAC that identified
a national marketing effort as key to the firm’s
improvement.

A second point is that the cases on which the
Inspector General report rested its conclusions
were completed in the deep 1982-83 recession.
The large percentage of bankruptcies and busi-
ness failures reported for the 38 firms the re-
port examined was probably due at least in part
to the dismal economic climate of the time.

Congressional hearings on the TAA program
for firms, held in 1985, suggest that the num-
ber of successes found in the Inspector Gen-
eral study was exceptionally small, possibly on
account of the time frame chosen for the study.
At hearings of the Subcommittee on Trade of
the House Committee on Ways and Means in
Atlanta, Georgia, on April 6, 1985, a much
larger number of successful cases was reported
by two of the six TAACs included in the study.
The Southeastern TAAC submitted a report
stating that 45 firms entering its program from
1982 through 1984 had stabilized or improved
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their situation by 1985.°Several businessmen
whose firms got assistance from the Southeast-
ern TAAC also testified that their situation had
improved. In addition, the New Jersey TAAC
submitted a report on 16 firms entering its pro-
gram between 1978 and 1983 (13 of them from
1981 to 1983), detailing increases in sales and
employment for all of them by 1984-85.” These
reports are not comparable with the results re-
ported in the Inspector General study; most
were from the TAACs, not the firms, and might
have been biased toward optimism, Also, a fol-
lowup a year or two later might show that some
of the improvements did not last. However, the
61 firms reported as improved after working
with these two TAACs greatly outnumber the
five successes credited to four TAACs (includ-
ing the New Jersey TAAC) in the Inspector Gen-
eral report. One difference may be that 1984-
85 were much more prosperous years than
1982-83.

Finally, any study that evaluates the success
of a program must consider carefully what
“success” means. This issue is discussed be-
low, in relation to the HCR report as well as
the report of the Inspector General.

The HCR Report

This report by a private consultant was com-
missioned by the Commerce Department in
1984 and completed the following year. The
study selected a random sample of 249 firms
from a total of 426 firms which had submitted
a diagnostic survey or adjustment proposal be-
tween June 1, 1981 and April 24, 1984. (HCR
did not include in the sample all firms that were
certified, since TAACs discourage firms in
weak financial condition from seeking assis-
tance.) Then, reports on the firms’ economic
circumstances were drawn from the TAAC files
or obtained from the firms themselves; usually
the TAACs got in touch with the firms for in-
formation, but in a few cases HRC made the
contact. Enough information was gathered on

°1J .S. Congress, House of Representatives, Subc om m itteeon
Trade of the Committee on Ways and Means, Hearings, op. cit.,
p. 97.

ol hid,, pp. 2fi-27

127 of the 249 firms in the sample to allow an
evaluation of the firm’s degree of success in
adjusting by December 31, 1984, that is, 8
months to 3% years after the firms took the first
step to get technical or financial assistance.

The HCR study used three criteria to indi-
cate whether the firm. understood and heeded
the TAAC’s advice, whether its economic situ-
ation improved, and whether the progress was
due to the TAAC’s intervention, or simply to
changing economic fortunes in the firm’s in-
dustry. The criteria for adjustment were that
the firm must have:

* begun implementing a majority of the tasks
specified in its adjustment proposal,;

+ shown improvement in sales or profitabil-
ity or an increase in employment after

. TAAC assistance; and

L equaled or bettered the average perform-
ance in sales or profit for similar firms
(with approximately equal sales and in the
same four-digit SIC).

These criteria for success are more exacting
than those used in the report of the Inspector
General. Yet HCR found that 44 of 127 firms
assisted by the TAACs met all the criteria, and
many met some but not all three; over half in-
creased sales, the report said. Of the 122 sam-
ple firms for which no outcome data were avail-
able, HCR estimated (on the basis of the Dun
& Bradstreet Credit Rating Reference Book) that
81 percent were still in business. This is close
to the survival rate (79 percent) reported for
firms that did have outcome data, and perhaps
implies that the outcomes for both groups might
have been much the same.

The report’s results are clouded with uncer-
tainty, however, HCR, unlike the Office of In-
spector General, relied heavily on data in the
TAACS files, or collected by the TAACs in in-
terviews; in the 127 cases, HCR directly inter-
viewed only 17 firms. Details on the extent of
adjustment—that is, a listing of individual firms
showing what happened to the sales, profits,
and employment of each—do not appear in the
report. Thus, the questions the Commerce De-
partment raised about the accuracy of the data
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could not be convincingly answered by mate-
rial in the report,

Department officials were particularly skep-
tical of the study’'s finding that 10 of 15 firms
getting Trade Act loans adjusted successfully;
they thought this inconsistent with the fact that
the default rate on TAA loans had tradition-
ally been high. The Deputy Assistant Secretary
in charge of the TAA program ordered a staff
review of the data on firms getting loans and
meanwhile held up release of the HCR report.
The staff review reported that 9 firms, not 15,
got TAA loans during the period reviewed, and
that 4 firms instead of 9 adjusted successfully.
The figures were not significant statistically be-
cause the sample was so small. No further in-
formation from the staff review was published,
and no details on individual firms were given.

In authorizing the release of the HCR report
in 1986, the Deputy Assistant Secretary for TAA
included as an appendix an exchange of let-
ters on the data problem, His letter said that:

... a closer review of the forty-four firms
which HCR has characterized as “adjusted”
reveals that a number of them are in severe
financia difficulty .11

No details on the extent of financial difficulty,
that is, a listing by individual firms of declines
in profits or sales, appeared in the letter or the
appendix.

Defining Success

The definition of success isobviously a criti-
cal element in evaluating a program’'s effects.
For individual firms, the standard of success
used in the Inspector General report—that the
firm must have increased or stabilized its sales,
production, or employment as a result of TAA
assistance—seems generally reasonable. How-
ever, there are cases in which such a standard
fails to measure success. For some firms bat-
tered by import competition, the best strategy
may be to contract, not expand, and find a niche
in which the firm can succeed. For example,

1August G. Fromuth, Deputy Assistant Secretary for Trade
Adjustment Assistance, |etter dated June 30, 1986 to Ms. Louise
Woerner, President, HCR.

a New England company employing 500 peo-
ple was producing three different kinds of
woollens and was using compromise equip-
ment, not the best for each kind of material,
for “flexibility.” With the assistance of the
TAAC, the company put in a cost accounting
system which enabled it to discover that two
of the three lines of woollens were losing
money. The TAAC advised the company to
close two of its three mills, cut down to 300
workers, and concentrate on its profitable line.
The company did so, although reluctantly, since
the owners did not want to let the workers go.
But the change made the company profitable,
and made the 300 remaining jobs more secure.
In this case, a firm succeeded by reducing sales,
production, and employment, without the
TAAC assistance, the company might have
failed, with the loss of even more jobs.

This sort of definition also has a more fun-
damental flaw. In a high-risk program such as
TAA, in which assistance is given to firms that
are already in trouble, it may be misleading to
define success solely by the adjustment rate of
individual firms. One TAAC official advocated
what he called the “portfolio approach, ” He
said:

It's like the way a venture capitalist oper-
ates. He may have 10 busts for every hit, but
if the hit is big enough, it pays for the failures.

Evaluating TAA assistance to firms would
mean analyzing the costs and benefits of the
whole program, measuring the public expend-
iture (now about $16 million per year) against
the social benefits of the businesses and jobs
that are preserved. The dollar benefits to soci-
ety include property and income taxes paid, and
outlays for unemployment insurance, adjust-
ment programs, and other social programs
avoided. No one has evaluated the program in
this way.

Some of the TAACs have offered illustrative
examples, however. For instance, Dawson In-
dustries, a Georgia apparel manufacturer, first
sought help from the TAA program in 1977,
at a time when its line of women’s lingerie was
losing out to imports, and sales, profits, and
employment were declining. That year, the firm
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paid only $4,000 in corporate taxes, and its 350
jobs were in jeopardy.

The first change Dawson undertook, with the
help of the New York TAAC, was to change
the firm’s line to higher fashion, more import-
resistant sportswear; the company received a
$1 million Trade Act loan to help make the
changeover. Sales increased, but profits still
lagged. The Southeastern TAAC then con-
ducted an audit of the firm's operations, and
recommended several changes to improve man-
agement and reduce manufacturing costs—
such changes as re-engineering the sewing
room, retraining first-line supervisors, and de-
veloping new piece rates and cost reporting.
Sales continued to rise (to $30 million in 1983,
up from $7 million 6 years before) and the com-
pany began making acceptable profits.

In 1985, employment was up to 400 at Daw-
son’s own plant, with many more workers em-
ployed by subcontractors, Annual income taxes
from corporate profits and the personal income
taxes from the 400 Dawson employees were
estimated at $1.5 million per year. The budget
for the southeastern TAAC was $1.3 million
for the year. In addition, when workers' jobs
are saved, unemployment insurance need not
be paid. At $125 per week (the average Ul pay-
ment in 1985), savings for 400 workers could
amount to $500,000, assuming an average of
10 weeks' unemployment; with longer unem-
ployment, savings of Ul might be over $1
million.

The New England TAAC also provided OTA
with information on several firms that received
assistance from the program and were still in
business in 1987, as a basis for a rough cost-
benefit calculation. Four of the firms provid-
ing data entered the program in 1983. Their to-
tal employment in 1987 was 488. Based on pay-
roll data provided by the firms and information
from the Internal Revenue Service on tax rates
for a family of four in 1984 (the latest data avail-
able), those workers paid, roughly, $911,500 in
Federal taxes in 1984. In addition, Ul payments
saved for those 488 workers can be estimated
at $677,200. The combined benefit in income
taxes paid and Ul payments avoided is roughly

estimated at $1,588,700 for 1984.“ The Federal
grant to the New England TAAC in 1983 (the
year these firms enrolled) was $I,040,000.

Obviously, this calculation is only illustrative.
It does not give credit for corporate income
taxes or property taxes paid by the company,
or for State income or other taxes paid by the
workers. It does not include all the firms that
enrolled in 1983 and afterwards improved their
sales and profits (two did not provide sufficient
data), On the other hand, it assumes that the
firms would have failed, with the loss of all their
jobs, without TAA assistance; and it credits
TAA with improvements that might have come
about anyway because of the improving econ-
omy. It does suggest, however, that a more
detailed analysis of the costs and benefits of
TAA for firms could offer a reasonable basis
for judging the success of the program,

The Dawson example from the Southeastern
TAAC is relevant to another issue, An argu-
ment against the existence of the TAA program
for firms is that it provides a temporary reprieve
at best; in a dynamic economy there will always
be some declining industries, especially those
where labor costs are a significant part of total
costs, and foreign labor costs are much lower
than in the United States. The description fits
the apparel industry. The prescription seems
to be to let the apparel industry go.

without getting into a number of broader
guestions—such as what happens to the U.S.
textile and fiber industries if all apparel manu-
facture goes offshore—one might consider
whether it is worthwhile for government to as-
sist an industry that is in decline, but still em-
ploys over 1 million people, to slow down and
stretch out the decline. The Dawson example
suggests that a program that helps even a few
companies survive for a few years—not neces-
sarily for decades—may pay for itself. Another

12Fgrconsistency QT a usedUldata for 1984, The ave rage
weekly Ul payment that year was $123.42, 1 n a 1986 survey of
displaced workers, the Bureau of Lahor Statistics found that work-
ers losing jobs in the previous5yearsd ue to plant closings or
production cutbacks were out of work for an average of 13 weeks.
For this calculation. OTA assumed that the workers losing jobs
in these trade-affected firms would collect U | for 13 weeks: the
average payment would thus amount to $1,604.50 per worker.
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point is that it may not be inevitable for the en-
tire American apparel industry to decline. Not
all companies in industries facing severe im-
port competition are fated to fail. Some parts
of the industry, for example, standard items like
men’s shirts, may be hard to defend against im-
ports. But there may well be continuing oppor-
tunities in America for apparel manufacture—
for example, in more specialized, higher fash-
ion lines where a quick turnaround is impor-
tant. A government program of technical as-
sistance to apparel firms capable of filling
profitable niches may succeed, and may pay
for itself,

Improving TAA for Firms: Problems
and Opportunities

In early 1987, OTA surveyed directors and
other officials of 11 of the 12 TAACs, 9 by tele-
phone and 2 by site visits, Among the questions
asked were what problems the TAACs encoun-
tered in carrying out the program, what were
its strong points, and how it might be improved.

Interruptions to the Program

The single point raised by every TAAC in the
OTA interviews was the paralyzing effect of
the interruptions to the program since Decem-
ber 1985. Especially damaging were the 1-and
2-month extensions, mostly with no grants of
funds, in fiscal year 1987. First, when the
Commerce Department ordered all the TAACs
to close down following the lapse of legal au-
thority for the program, the TAACs were forced
to break implementation contracts with many
of their clients. When they reopened months
later, many clients declined to return to the pro-
gram, And it was hard to attract new clients,
since none of the TAACs had agreements l|ast-
ing longer than a few months (through the end
of 1986). Firms that might have welcomed TAA
assistance were reluctant to make a commit-
ment of time and money which the TAACs
themselves could not make.

The situation worsened in 1987, when exten-
sions were kept to a month or two, and the
funds allowed the TAACs were only enough to
keep the doors open. Many staff members left

and could not be replaced; a typical reduction
in staff was from 15 to 18 down to 2 or 3. The
staff members who remained were job hunt-
ing, In April 1987, the TAACs had agreements,
with minimal funding, lasting only through
June 15.“They owed millions of dollars of tech-
nical assistance to firms with whom they had
contracts dating back to 1985 and before. They
were losing their legitimacy with businesses
that might profit from their assistance.

Time Restrictions

Before the disruptions that began in Decem-
ber 1985, most of the TAACs found TAA for
firms to be, on the whole, administratively
workable, Two or three features of the program
have created difficulties, however. One is the
inflexible time limit of 1 year during which
TAACs can commit themselves to serve their
client firms. As described earlier, the shortest
time possible for producing an adjustment strat-
egy is more than 6 months, and in practice the
time is usually several months longer. often,
the firm itself will delay in committing itself
to an adjustment plan, while weighing the costs
and benefits.

Commerce Department rules prohibit the
TAACs from undertaking any activity, whether
with clients, consultants, or anyone else, that
will last past the end of the TAAC'S grant
period. The way TAACs and their clients have
handled this restriction in the past, when the
TAACs customarily had 12-month grants, was
to make a good faith assumption that the TAAC
would be around the next year to finish the job.
For consultants, one strategy was to break up
a technical assistance program into smaller
parts that could be completed within the time
limits, This can bean awkward and expensive
way of managing a project, however, Another
possibility would be to allow the TAACs to
make contracts that last past the end of the grant
year, contingent on their receiving grants the
following year. With the recent 1- and 2-month
extensions, TAACs have been effectively barred

As noted, in May 1987 the Commerce Department asked for
12-month grant proposals from the TAACs to cover the period
June 1987 to May 1988.



from giving any implementation assistance at
all, since the time is too brief even to get it
started. Five TAACs said in response to OTA’s
survey that a 1 2-month grant period is the min-
imum period they can work with.

Outreach

An October 1981 directive from the Depart-
ment of Commerce prohibits TAACs from di-
rectly approaching firms, by letter or phone call,
to acquaint them with the TAA program or of-
fer TAAC services, The purpose of the restric-
tion, according to the Commerce Department,
is to prevent any firm's feeling pressured to re-
guest trade assistance, TAACs may make
speeches or take part in seminars sponsored
by industries or communities and explain the
TAA program, but must make it clear that it
is up to the firm to take the initiative to reguest
assistance.

Most of the TAACs have found itahandicap
to operate under this restriction, since the TAA
program for firms is small, unpublicized, and
little known. The TAACs do make their pro-
gram known to industry organizations and
Chambers of Commerce, Members of Congress,
Governors, State and local agencies, and com-
munity organizations, The TAACs that are af-
filiated with universities and economic devel-
opment agencies use these groups to contact
firms. The necessity to make themselves known
through a network has proven a positive bene-
fit to some of the TAACs, though most would
like to be free to approach firms directly. For
example, one TAAC director said he knew that
a leather goods firm in his community was in
trouble, and would have liked to offer TAA
assistance. Eventually the firm did find out
about the TAA program, and asked for help,
but by that time the firm was too far gone to
profit from assistance.

Affiliations With Other Institutions

For some of the TAACs, close links with other
institutions are a source of strength. Five of the
TAACs are independent, governed by boards
representing State and local agencies and the
private sector. The others are associated with
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or under the wing of other institutions, Six are
affiliated with universities, Four of those con-
sider the university connection very advanta-
geous.” It gives them legitimacy and helps them
attract the kind of clients that can benefit from
their services, and it gives them ready access
to help from teachers, researchers, and gradu-
ate students in business and engineering schools,

The TAACs that seem to have the closest
university links are the Southeastern, western,
and Great Lakes. The Southeastern TAAC is
an integral part of the Georgia Tech Research
Institute, under its Industrial Extension Serv-
ice. Staffed with Georgia Tech Research Insti-
tute employees, the TAAC is able to tap the ex-
pertise of the entire Institute, with its 650
professional and 150 academic researchers. An
especially valuable resource is the Institute’s
industrial training program, which specializes
in training for first and second line supervisors.
Another advantage Georgia Tech confers is its
name. Georgia Tech is so respected through-
out the southeast that the TAAC staff find they
have immediate entree to many businesses that
might not react so favorably if they saw the
TAAC as a government agency. In addition, the
Southeastern TAAC has been able to weather
the disruptions of 1986-87 better than most be-
cause it can trade and share staff with other
departments of the Institute. Once staffed with
19 full-time equivalent staff members, it was
down to seven full-time equivalents, including
10 people, in early 1987.

The Western TAAC gears most of its assis-
tance to designing new products and produc-

uThey are Southeastern, which is connected w ith Georgia Tech
Research Institute; Great Lakes, with the University of Michi-
gan; Mid-American (not interviewed by OTA), dffiliated with
St. Louis University; Rocky Mountain, with the University of
Colorado; and Western, with the University of Southern Cali-
fornia. The New York State TAAC, associated with the State
University of New York at Binghamton, is largely autonomous;
the university’s contribution is largely confinedto help with
out reach.

The Mid-America TAAC was previously located in Little Rock,
AR, but it ceased operations in 1986. TAACs surveyved by tele-
phonewereNew York State, Binghamton, NY; Metro New York,
New York, NY; New Jersey, Trenton, NJ; Mid-Atlantic, Phila-
de] phi a PA: Great L.akes, Anne A rhor. M |; Mid-W’est, Chic ago,
11,; RockyMountain, Boulder, CO; North west. Seattle, WA;and
Western.Los Angeles, CA. The TAACs visited by OTA staff were
New England, Boston, MA, and Southeastern, Atlanta, GA.



tion processes, and to installing computer sys-
tems; its association with USC gives it access
to the university’s research center for technol-
ogy transfer. One professor each from the busi-
ness and engineering schools serve part time
on the TAAC. The university also serves as a
base for the TAAC's outreach and administra-
tive activities.

The New Jersey TAAC says it profits from
its association with the State’s Economic De-
velopment Authority. As a part of the State’'s
business retention services, it has access both
to expertise in the agency and to financial assis-
tance for firms via the State industrial revenue
bonds. Also, the agency helps the TAAC with
outreach throughout the State.

Broader Eligibility

TAAC officials mention two problems with
eligibility for the program, First, as with TAA
for workers, service and supplier industries are
not eligible. Then, it is sometimes hard to draw
the line for firms that are manufacturing goods.
For example, if a firm makes several products,
some affected by imports but others not, any
product line that accounts for at least 25 per-
cent of the firm's total sales maybe considered
for eligibility. But unless the firm's overall em-
ployment is declining, none of its products can
be certified for assistance. Often, firms losing
out to foreign competitors in one product line
will shift workers to another line as a temporary
expedient; yet over time, the firm's position may
erode. An earlier intervention might have kept
it out of trouble.

In general, the need for an early response is
not as clear for trade-affected firms as itis for
workers losing their jobs, However, timely in-
tervention, offered when a firm still has some
strengths, is obviously more likely to succeed
than help that is delayed until the firm is on
its last legs, It has sometimes been suggested
that whole industries might be certified as
import-affected, so that firms do not have to
wait till their sales or production are already
in decline before they are eligible for assistance.
This of course would enlarge the universe of
firms eligible for help; so would the extension

of eligibility to service and supplier firms. un-
less given additional funds, TAACs would then
have to be more selective than they are now,
or service to firms would have to be diluted,
with briefer, more superficial assistance
offered.

An alternative to broadening eligibility for
TAA services is to offer industrial extension
services to any manufacturing firm that needs
to improve its management and technology.
Possible models for this kind of service, open
to al, range from the highly competent but time-
limited assistance offered by Georgia Tech's In-
dustrial Extension Service to the venerable
Agricultural Extension Service, with its com-
bination of Federal, State, and county funds,
applied research in the land-grant universities,
and delivery of services by county agents. Al-
though it is certainly not free from criticism,
the Agricultural Extension Service has received
a great deal of the credit for fostering the tech-
nologically advanced, highly productive agri-
culture of the United States, The service has
taken many years to develop, costs close to $1
billion per year, and would not be instantly
replicable in an industrial extension service.
It represents the high end of the range of pos-
sibilities for diffusing technology to manufac-
turing industries.

The TAA Industrywide Program

Since 1978, when industrywide TAA assis-
tance began, the Department of Commerce has
signed 52 cooperative agreements with repre-
sentatives of a variety of trade-affected indus-
tries, providing technical and export assistance.
Industry associations (or other representatives
of industry) share the cost of developing im-
proved manufacturing technologies, better mar-
ket analysis, and other kinds of technical assis-
tance that will help firms in the industry
become more competitive at home and abroad.
They also cooperate in helping firms export
their products more effectively.

To qualify for the program, an industry must
show that its sales or production have declined,
that firms in the industry have been certified
as TAA-eligible, that the project results will lead
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to prompt actions by the industry, and that the
industry will commit time, money, and effort
to carrying out the project and making its re-
sult known to members. usually the industry
provides one-quarter to one-half of the cost of
the project.

The TAA industrywide program began with
a heavy concentration on footwear and the
textile-apparel industry; apparel and textiles re-
main at the top in funding, but footwear has
dropped out and other industries—electronics,
auto parts, iron products—have received more
attention recently. Most of the industrywide
projects are short term; the Commerce Depart-
ment considers its contribution seed money,
to get the industry started on technology and
management improvements for its members,
which the association will then take over itself.
One of the bigger recent projects ($450,000 in
TAA funds over 3 years plus $805,500 from in-
dustry) is for improved iron casting. As shown
in table 5, the industrywide program was funded
at about $2.5 million to $4 million in recent
years.

By far the largest industry project TAA has
supported is TC*(Textile & Clothing Technol-
ogy Corp.), whose purpose is to produce a ma-
chine that will automatically load, fold, and sew
limp fabric, particularly in the exacting task of
making men’s suit jackets. Contributions to that
project from TAA funds amounted to $1.6 mil-
lion in 4 fiscal years, 1981 through 1984. When
the Commerce Department attempted to cease
funding TC®after 1984, Congress took over and
provided line item appropriations, $3.5 million
in 1985, and $3.3 million in 1986 and again in
1987. (In April 1987, however, the Commerce

Department had not yet made any grants from
the fiscal year 1987 funds for TC’) From 1981
on, the industry provided $10.7 million in cash
for the project, and more resources (e.g., staff
time) in kind.

The industry association offices being opened
in Tokyo are examples of TAA export assis-
tance to industries. The American Electronics
Association established a Tokyo office in 1984
with TAA help, and the Motor Equipment Man-
ufacturers Association planned to follow suit
in 1987. Although the Commerce Department
intended to limit TAA funding for these offices
to 3 years, representatives of the electronics in-
dustry have asked that it be continued, on the
grounds that the Japanese take government in-
volvement seriously, as an emblem of the in-
dustry’s importance to the U.S. economy,

Administration officials in the Commerce De-
partment do not express the same *“philosoph-
ical” objections to the TAA industrywide pro-
gram as to the program for firms; one described
it as a “bright spot. ” However, the Commerce
Department has given no funds to the indus-
trywide TAA program in fiscal year 1987, be-
cause officials interpreted language in reports
of the House and Senate Appropriations Com-
mittee as reserving all Commerce TAA funds
to the program for firms. The program is popu-
lar with a number of industry associations;
some protested to Congress about the cutoff of
funds. As noted earlier, the House Appropria-
tions Committee explicitly stated in its report
on a hill providing supplemental TAA appropri-
ations that funds should be available to indus-
try projects as well as to the TAACs, for tech-
nical assistance to firms.



