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SUMMARY
Trade liberalisation is generally expected to bring net welfare gains to the domestic
economy by reallocating resources to more productive firms or to industries with a
comparative advantage. However, these gains are not always distributed evenly and
can involve transitional costs for certain firms and workers. Trade adjustment
measures are designed to compensate for these costs. The literature proposes mainly
active labour policies (including training and other measures for re-employment) for
dealing with these adjustments. Other policies, such as passive labour policies
(unemployment benefits), credit financing, housing policies, etc., can also play a role.
The EU's main instrument is the European Globalisation Adjustment Fund (EGF),
which focuses on active labour policies. In the USA, trade adjustment assistance
includes assistance for workers as well as firms and farmers. Assessments of these
measures have shown some positive results. In both the EU and the USA, the
effectiveness of the measures was found to be greater the higher the educational
level of workers or, in the case of measures targeting firms, the higher the growth of
the industry's market. This would suggest that structural policies (such as education)
play a key role. The EGF has tended to target redundancies from big multinational or
national champions, and its co-financing rules are less favourable than other funds,
leading to uneven use of the fund by Member States and different views with respect
to the reforms needed. The Commission is planning to propose improvements to the
EGF in the near future.
This briefing may be read together with the 2016 European Implementation Assessment
on the EGF for the EMPL Committee, and the recent study on Interactions between
trade, investment and trends in EU industry: EU regions and international trade.
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Distributing trade gains more evenly
The G20 meeting held in Germany in March 2017 centred on the theme of trade
adjustment. Trade adjustments are changes in the allocation of resources in the economy
provoked by liberalisation. With certain exceptions,1 economic theories generally
recognise that trade liberalisation leads to overall benefits for the economy.
Liberalisation entails an increase in competition that will ultimately lead to the
reallocation of resources (capital and labour) away from inefficient firms or industries.
However, these reallocations can be slow and lead to costs for some industries, firms and
their workers. Discussions on how to make trade adjustment smooth have been
prompted by rising protectionism and political opposition to trade, and the need to
ensure that the benefits of trade are distributed more evenly within the domestic
economy. Trade adjustment policies are aimed at shortening the duration of
adjustments, by helping workers to find jobs or helping firms adapt to new market
conditions. The literature on trade adjustments focuses mostly on active labour policies
(measures to help in the job search, training to upskill) and passive labour policies (such
as unemployment benefits). However, in practice (for example in the US experience)
policies have also been aimed at firms and farmers.

From gains from trade ... to trade adjustment costs
Gains from trade: some key aspects
Gains from specialisation
In David Ricardo's comparative advantage theory, trade is a win-win policy. Specialisation
in a country's industries with comparative advantage allows a more productive use of
the country's resources, leading to increased production and exports. That country then
imports more of the good in which the trading partner has a comparative advantage.
Consumers benefit from cheaper prices of goods both imported and locally produced.
Ricardo's theory relies on comparative advantage and not absolute advantage.2
Trade in varieties: the new trade theory
Ricardo considered that each country would specialise in some industries, while
importing other goods, leading to inter-industry trade. For example, Italy would export
wine, while importing machinery from Germany. However, industrialised countries trade
a lot within the same industry, so-called intra-industry trade. Intra-industry trade is
characterised by trade in varieties. For example, Italy will export Ferraris but import Jeeps
from the USA. Intra-industry trade can also include some vertical trade, i.e. imports and
exports in parts and final assembled goods. Intra-industry trade was first analysed by Paul
Krugman, who found two new major effects on the economy. First, the consumer will
access a greater variety of the same good. Second, liberalisation will lead to increased
competition, leading to lower prices and higher productivity.
Gains from access to resources, knowledge and innovation
One straightforward gain from trade is access to resources that are otherwise rarer in a
domestic economy. However, beyond tangible resources, trade also allows access to
knowledge and innovation developed in another country. Indeed, trade enables for
example the import of a new technology, new inputs or new products created from
research abroad (such as a new medicine or new machinery). While the gains analysed
earlier (i.e. those from trade specialisation) are said to be static gains, i.e. gains accruing
once at the moment of liberalisation, gains from accessing new technology and
knowledge are said to bring dynamic gains, i.e. gains that develop over time.
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Trade adjustments
The theories described above all envisage a long-term positive welfare effect of trade.
However, all these classical theories made strong assumptions regarding the economic
adjustments needed for the new welfare equilibrium. For example, in the Ricardian
model, labour is perfectly mobile, allowing for its smooth and immediate reabsorption
from the industry without a comparative advantage into the industry with a comparative
advantage. In reality, this reallocation will most probably take place after a transition
period and possibly at a certain cost, leading to 'trade adjustment costs'. Joseph François
et al. describe the various potential adjustment costs, distinguishing between costs that
are borne by the private individual and those by the private sector. The former include a
possible period of unemployment, lower wages during transition, the loss of industryspecific skills or firm-specific skills that are not relevant for re-employment, training costs
and other personal costs. Private sector costs include underutilised capital, obsolete
machines and buildings, and the cost of shifting capital to other investments and
activities. Finally, some costs are borne by the state (including unemployment benefits).
The length of and costs of adjustments may vary depending on certain market institutions
such as financial or labour markets. More flexible labour markets will normally be
expected to adjust faster than more rigid ones. Nevertheless, after adjustment, some
workers may be worse off if they end up with lower wages on account of the loss of skillspecificity. The literature recommends active labour market policies to cope with trade
adjustments. Beyond active labour market policies, François also mentions reforms in
passive labour market institutions, functioning capital and credit markets and specific
trade adjustment funds.

EU-level measures: European Globalisation Adjustment Fund (EGF)
European Globalisation Adjustment Fund
The EU tackles adjustments mainly through the European Globalisation Adjustment Fund
(EGF). The EGF was established by Regulation (EC) No 1927/2006 and subsequently
amended by Regulation (EC) No 546/2009 and Regulation (EU) No 1309/2013. The
current rules follow the 2013 amendments and are valid for the 2014 to 2020 period. The
EGF is an emergency measure and for that reason it is not included in the EU's
multiannual financial framework, and must be mobilised on an ad hoc basic following a
lengthy budgetary procedure involving the Council and the European Parliament. The EGF
is a fund that finances active labour policies (such as training, job searches and business
start-ups) for workers displaced as a result of globalisation. The scope was enlarged in
2009 to include redundancies resulting from economic crises. Applications for EGF funds
must comply with eligibility criteria (Box 1). The 2009 and 2013 regulations also made
amendments to the co-financing rate required by Member States. Currently, the EU
finances 60 %, while Member States must finance the other 40 %.
Box 1 – Eligibility criteria for EGF funds
a) at least 500 workers must have been made redundant by the firm over a period of four months, or
b) 500 workers made redundant or self-employed persons obliged to cease activities over a reference
period of nine months, in particular from among small and medium-sized enterprises (SMEs) all
operating in the same sector (NACE revision 2 division level) in one or two contiguous regions
(NUTS 2 level), or
c) more than 500 workers made redundant or self-employed persons obliged to cease activities over
a reference period of nine months, in particular from among SMEs, all operating in the same
sector (NACE revision 2 division level) in more than two contiguous regions (NUTS 2 level), or

Members' Research Service

Page 3 of 12

EPRS

Policy measures to respond to trade adjustment costs

d) in small labour markets or for collective applications by SMEs an application can be admissible even
if the criteria explained in points a), b) and c) are not met. However, the Member State must prove
that redundancies will have serious impact on employment and the local, regional or national
economy. Funding for these exceptional cases cannot exceed 15 % of the annual maximum;
e) redundancies must be attributed to major structural changes in world trade patterns, serious
disruption of the local, regional and national economy owing to globalisation, or continuation of
(or the start of a new) global financial and economic crisis.

The European Globalisation Adjustment Fund: an evaluation
From 2007 to 2016, the Commission received 147 applications from 20 Member States,
targeting 137 601 workers (see figure 1). The total funding requested was €592 894 194.
The Commission published an ex-post evaluation of the European Globalisation
Adjustment Fund in 2015 and a DG Trade chief economist's note in 2017. An
implementation assessment was published by EPRS in 2016 (Box 2).
Box 2 – Assessments of the EGF


The ex-post evaluation found that the fund had added value, as no other fund tackled trade
adjustments. Re-employment rates were found to vary extensively (from 4 to 86 %) across
the cases analysed and on average were found to be at 49 %. Characteristics of the workers'
profiles (such as low skill levels, employment history and education) as well as regional
characteristics were found to have an impact on re-employment, suggesting that there are
also structural issues impacting on trade adjustments.3 The ex-post evaluation stressed that
it was important not to include the EGF among the European structural and investment funds
so as to ensure EU-wide support. The study recommended better monitoring of the use of
the budget. It called for the procedure to be streamlined, as it is often the case that, because
of the length of the procedure, assistance arrives after the worker has found a new working
position. The study suggested that Member States should anticipate support even before
obtaining approval at EU level. It also suggested making the measure more flexible to
accommodate further demands that might arise after the application was filed. Finally, it
called on Member States to be clearer about the EGF's additionality with other national funds.



Beyond summarising the findings of the ex-post evaluation mentioned above, the DG Trade
chief economist note highlights the political relevance of a fund tackling trade adjustment for
the whole of the EU. It also considers that as trade is an exclusive EU competence, trade
adjustment measures should be undertaken at EU level. From an economic point of view, it
acknowledges that gains from trade can only accrue from an efficient reallocation of
resources (including labour) to the more competitive sectors. Thirdly, it gives a cohesion
argument for keeping the EGF, highlighting the fact that gains from trade can be unevenly
distributed. On this last point, the EPRS just finished a study analysing regional trade,4
showing that within countries trade is concentrated in some key exporting regions. Other
regions lag behind in reaping trade benefits.



The 2016 EPRS European implementation assessment noted the unequal use of EGF funds

by Member States. Moreover, it found that some countries' applications were limited to a
number of large companies at the expense of SMEs. EGF applications were also found to
concentrate in certain sectors, pointing to the need for more balanced delivery. The
assessment found that crisis-related applications dominated trade globalisation cases,
suggesting that the use of the fund no longer corresponded to the initial aim. At the same
time, the study noted that the differentiation between globalisation and other adjustments
had been criticised by EGF supporters and sceptics alike. The assessment suggested that
scrutiny at EU level should be made more active as in some cases it was doubtful that added
value was achieved.
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EU Member States' use of EGF
In order to understand the reasons for the uneven use of the EGF across Member States
(ranging from non-utilisation by 8 Member States to 21 applications by Spain), EPRS
conducted a small survey of the national authorities in charge of EGF and received replies
from 13.5
Figure 1 – Number of people covered by the EGF by Member State from 2007 to 2017

Source: L. Cernat and F. Mustilli, Trade and labour adjustment in Europe: what role for the European
Globalisation Adjustment Fund?, Chief Economist Note, European Commission, DG Trade, May 2017.

The 13 Member States that replied were divided on the added value of the EGF. In its
report of 31 October 2017, the Commission highlighted the differences and
complementarity between the EGF and the European Social Fund (ESF). In particular, the
ESF must follow long-term goals contained in the national multiannual programmes,
whereas the EGF deals specifically with crises, and responds in emergencies to mass
redundancies. Still, most of the countries joining the EU after 2004 have used the EGF
only rarely, if at all. Some of these countries noted that while other EU funds do not have
specific measures targeting adjustments, they can be used for that purpose. For example,
the Hungarian authority mentioned that the ESF had proven effective, flexible and quick
in tackling re-employment issues. On the contrary, most EU-15 Member States
highlighted the fact that they could not use the ESF to fund EGF measures. That could
already be the reason for greater EGF use by EU-15 countries. Only two countries
(Denmark and Sweden) mentioned explicitly that there were national programmes
dealing with active labour policies, which though not directly targeting trade adjustment,
were also used for trade adjustment purposes. The Danish authority mentioned they
were using the EGF to complement national measures, while the Swedish authority uses
EGF only when it is financially viable. Most authorities that mentioned their countries'
intention to support renewal of the EGF also mentioned possible reforms of the fund.
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With a few exceptions, most applications for EGF funds were accepted at EU level
(Table 1). Applications and their eligibility are actually assessed first at national level; a
national authority will normally only send applications that comply with the EGF
requirements and are therefore likely to be successful. For example, even though Ireland
sent 10 applications for EGF, it assessed 40 potential cases in total. In most cases the
funding received equalled the funding requested, although, as mentioned by the Austrian
authority, the budget actually used for each project is normally lower as some workers
find work before.
Table 1 – Data on applications submitted
Applications

Submitted to EU

Successful

Rejection

Funding received = requested

AT

6

6

0

Yes (funding used was less)

BG

1

0

1

No

CZ

1

1

0

Yes

DE

9

9

0

Yes

DK

10

10

0

Yes

ES

24

22

1

Yes

FI

11

7

1

Yes

HU

0

0

0

N/A

IE

10

10

0

Yes

LT

5

5

0

Yes

LV

0

0

0

N/A

PT

5

5

0

Yes

SE
5
5
0
Source: EPRS questionnaire to national authorities.

Yes

Table 2 shows that the main reason for national authorities not applying at EU level is
non-compliance with the eligibility criteria. From the replies, it is in particular the
threshold of 500 workers that causes certain countries problems. Germany mentioned as
a problem the EGF's scope being restricted to globalisation and economic crisis, thus
excluding redundancies resulting from technology and automation. Portugal was the only
one mentioning funding as a reason not to send an application. In three cases (Czech
Republic, Sweden and Ireland) other reasons for not sending the application were
mentioned. In the case of the Czech Republic, one application was ultimately not
submitted to the EGF as it was found to fall within the scope of the ESF scope. In Sweden,
the added value of the EGF is also evaluated with respect to similar existing national
measures. Indeed, the Swedish Public Employment Service already offers active labour
policy measures and will therefore apply for the EGF only if it is financially sensible, if the
number of people concerned is substantial and if the project differs from regular services.
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Table 2 – Reasons for national authorities not submitting applications at EU level
Countries

Criteria not fulfilled

Funding issues

Other

AT

2

0

0

CZ

0

0

1

DE

1

0

0

ES

2

0

0

IE

2

0

1

PT

4

1

0

SE
0
0
1
Source: EPRS questionnaire to national authorities; highest mark for the most frequent reason, 0 if nonapplicable.

In the assessments mentioned in Box 2, the complexity of the procedure was one possible
reason for the underuse of the EGF. In the replies EPRS received, the procedure at
national level appears on average shorter than at the EU level (see Table 3).
Table 3 -: Length of the procedure
Countries

Total procedure*

Procedure at EU level

Procedure at national level

IE

12 months

6 months

6 months

FI

7-8 months

7-8 months

4-9 months

DE

N/A

258 days

N/A

BG

N/A

N/A

N/A

AT

500 days

500 days

3-6 months

LT

12 months

10 months

2 months

DK

9.75 months

7.02 months

2.73 months

PT

6-8 months

6-8 months

1-2 months

ES

8 months

7 months

1 month

SE
13 months
7 months
6 months
Source: EPRS questionnaire to national authorities (*from the moment of application to receipt of funds)

National authorities were also asked to grade some of the problems mentioned in the
assessments as potential limitations of the EGF and add any other problem in the use of
the fund (Table 4). The highest average score is found for the eligibility criteria, which is
also the most important issue for the EU-15 and for smaller countries. Among other
things, the difficulties concern how to take account of SMEs, as was suggested, for
example, by Portugal, where SMEs are predominant in the economy. Even though Ireland
succeeded in using the exceptional circumstances provision that allows the
500 redundancies requirement to be waived, this point also remains an obstacle for
Ireland, where SMEs make up over 99 % of active enterprises and account for almost 70 %
of people employed.6 For enlargement countries and for ESF users, the main problem is
the co-financing rule, which is less favourable than for other funds. It is interesting to note
that the amount of budget available for the EGF is considered a problem by only four
replying Member States (Austria, Hungary, Portugal and Spain). The perceived lack of
synergies with other EU or national funds also seems not to be the main problem for most
national authorities. This issue was particularly irrelevant for some EU-15 Member States
who cannot use other EU funds to finance actions similar to those under the EGF.
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Table 4 – Replies on the main problems connected to the EGF7
Problems connected to the EGF

Average
value

Length of the overall procedure

2.73

10.00

2.86

3.33

3.40

2.50

Criteria to apply

2.91

10.00

3.43

3.33

3.40

2.75

Co-funding requirement

2.73

9.00

2.86

4.67

4.00

2.00

Ex-post funds (the funds arrive
too late to cope with the
problem)

2.27

8.00

2.14

3.00

3.20

2.00

Complexity of the procedure at
EU level

2.27

8.00

2.00

2.00

2.40

2.38

Limited to active labour policies
only

1.82

7.00

1.71

3.00

2.00

1.38

Complexity of the procedure at
national level

1.45

7.00

1.57

1.67

1.00

1.38

Lack of awareness of the fund
among potential beneficiaries

1.73

9.00

1.43

2.00

1.80

1.63

Amount of budget available

0.82

4.00

1.14

1.00

1.40

0.75

Lack of synergies with other
funds at national or European
level

0.64

4.00

0.86

1.67

1.40

0.25

Other

0.55

2.00

0.14

0.00

0.00

0.75

Countries where
variable grade > 0

Small countries
– average value

Post
2004
enlargement
countries
–
average value

ESF users
– average
value

EU-15 – average
value given

Source: EPRS questionnaire to national authorities.

Figure 2 – EGF applications from 2007 to 2017, by scope

Source: L. Cernat and F. Mustilli, Trade and labour adjustment in Europe: what role for the European
Globalisation Adjustment Fund?, Chief Economist Note, European Commission, DG Trade, May 2017.

Figure 2 shows that the greatest number of applications were made in the 2009-2011
period. Only eight Member States had applied for EGF funds before 2009. Most national
authorities considered the 2009 amendments positive, while mixed replies were received
with respect to the changes in 2013. Some countries, such as Lithuania, could apply for
EGF funding after the 2009 reform, but did not reapply after the 2013 reform. For other
Member States, the 2013 changes had no impact, while those of 2009 were fundamental
(for example for Denmark). Some countries highlighted the positive aspects of the 2013
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reform, such as the option to include young people who are not in employment,
education or training (NEETs). Some conclusions can be drawn. First, the enlargement of
the scope to include economic crises beyond trade-related adjustment was fundamental
to the increase in applications. Second, the new minimum eligibility thresholds finally
allowed some countries to apply for funding (for example Ireland).Third, the new cofinancing rule contributed to the increase in applications during the 2009-2011 period
and to a lesser extent to the post-2013 period (which reduced EU financing from 65 to
60 %). The co-financing rule is considered a major obstacle to the use of the funds by
some countries (in particular for post-2004 enlargement countries). Several national
authorities mentioned that, from a financial perspective, some of the ESF rules would
provide more favourable conditions.
European Globalisation Fund as part of the Commission's new trade strategy
Trade adjustment was at the centre of the European Commission communication on
harnessing globalisation, issued in May 2017. In the communication, the Commission
acknowledges that the EGF remains a limited fund that might suffer from a lack of
awareness among potential beneficiaries. The communication also underlines that active
labour policies must be complemented by other policies (on housing, credit, regional
competitiveness, macroeconomics). In its September 2017 progress report on the 'trade
for all' strategy, the Commission mentioned that it is working to make the EGF faster and
more flexible. It suggested that it could increase the scope to include innovation-driven
changes and shocks in production chains. The communication also mentioned that the
European Structural and Investment Funds (ESIF) could help enhance resilience in the
regional economy. Indeed, while in some cases EGF funds contributed to industrial
reconversion projects in the region where remittances took place (such as the Whirlpool
case in Italy), the EGF does not per se contribute directly to improving firms' and
industries' resilience, as it focuses on worker reallocation. In their replies to EPRS, the
Latvian authorities suggested that some of their national objectives under the European
Regional Development Fund (ERDF) could easily cover adjustment measures aimed at
industrial reconversion or competitiveness, while these did not seem to be the case at
present for the Swedish authority, as that depends on the national objectives under ERDF.

US trade adjustment measures: a comparison
Trade adjustment assistance for workers
Trade adjustment assistance (TAA) in the United States was created for the first time in
1962, and congressional reauthorisations were often connected to trade liberalisation
programmes (such as the Trade Promotion Authority), to promote political support for
trade liberalisation. The trade adjustment programmes were little used until the
1974 Trade Act eased the eligibility requirements. Beyond active labour policies (such as
training and reemployment services), the TAA also covers some support for passive
labour policies (trade readjustment allowances for workers having exhausted
unemployment insurance and health insurance support). These benefits have evolved
over time. The easing of the requirements in 1974 led to a substantial increase in
participation (from 59 000 to 600 000 in 1980). This led to the Omnibus Trade and
Competitiveness Act of 1988, which reduced benefits and put greater emphasis on
training and other reemployment services, because TAA was criticised as too expensive.8
In 1993, a special trade adjustment programme (NAFTA-TAA) was introduced for job
losses incurred as a result of NAFTA liberalisation, as part of the NAFTA Implementation
Act of 1993. This FTA-specific trade adjustment programme was necessary in order to
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obtain political support for NAFTA. The NAFTA-TAA programme assists workers who lose
their jobs or whose hours of work and wages are reduced as a result of trade with, or a
shift in production to, Canada or Mexico, which impacted their firm directly or indirectly.
The programme included different types of support such as active and passive labour
policy measures (see boxes). However, this FTA-specific trade adjustment programme
was merged into the more general trade adjustment programme in 2002. According to a
US General Accounting Office (GAO) report of 2001, the NAFTA-TAA was redundant, as
75 % of the certified NAFTA-TAA workers were also covered by TAA petitions. Such
workers could have been counted twice. Moreover the differences between the NAFTATAA and the TAA were found to be confusing for workers.
Box 4 – Several criticisms of TAA administration
(1) Support under TAA is now considered to be higher than general unemployment benefit
according to the OECD.9 The reasons for which trade-displaced workers should receive better
support than other dismissed workers was found to be inequitable.
(2) Long delays were experienced in obtaining eligibility under the TAA. TAA efficiency depends
on how early assistance is granted during transition.
(3) Complex institutional structure in charge of the US TAA programme.

Comparing the TAA and the EGF
The TAA certification can be requested on behalf of a group of workers. A group of
workers is defined as 'a significant number or proportion of the workers in such workers'
firm have become totally or partially separated, or are threatened to become totally or
partially separated'. The first striking difference to the EU criteria is that there is no
specified number of workers in absolute terms. No matter the size of the firm, if a
significant proportion of the firm's employees were dismissed, they may be eligible for
TAA. The second difference to the EU is that the group might be only partially separated
or threatened with full or partial separation. Partially separation in the TAA means that
the worker's time must be reduced by 80 % (fully separated instead means the worker
loses their job).The idea of partially separated workers is of particular importance in the
US due to the flexibility of the US labour market and the existence of mini-jobs (although
further research would be needed to be sure that this aspect is irrelevant in the EU). The
TAA however also covers threatened workers, i.e. it allows application before the
redundancies have been decided. Following the 2015 amendment, the term firm in the
TAA includes firms supplying both goods (including agricultural goods) and services. In
the EU, the EGF is always applied indifferently to workers in goods and services industries.
The scope of the TAA is limited to trade, while in the EU it has been expanded to include
economic crises. As in the case of the EGF, the TAA also applies to firms indirectly
affected, including downstream firms. Downstream firms are generally suppliers or
service firms that provide goods or services to the firm directly affected. Finally the TAA
covers both active labour policies as well as other benefits. The EGF covers active labour
policies only, as passive labour market policies fall under the competence of the Member
States. Finally, TAA appropriation for 2016 amounted to US$861 million for the workers'
programme. The EGF fund is limited to €150 million per year for the 2014-2020 period.
Trade Adjustment Assistance for firms and for farmers
As opposed to the EU, the USA has specific programmes for firms and farmers, although
these have limited budgets. American companies harmed by an increase in imports can
request technical assistance to create and implement a business recovery plan in order
to regain competitiveness. Originally, the programme also included loans and loan
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guarantees, but these were eliminated by Congress in 1986, following budgetary cuts.
The assistance is administered by the Department of Commerce Economic Development
Agency (EDA), which provides assistance to firms via Trade Adjustment Assistance
Centers (TAACs). The TAACs can be universities, states or local governments, or non-profit
organisations. When a firm desires to obtain trade adjustment assistance, the TAAC
assists the company throughout the procedure. The procedure for trade adjustment
assistance for firms follows a three-stage process:





Stage 1: a firm has to demonstrate eligibility to apply for assistance. TAAC helps the
firm to submit a petition and the EDA assesses the eligibility for assistance.
Stage 2: a firm certified as eligible has two years to develop a business recovery plan
or adjustment proposal (AP). The TAAC also provides assistance with the AP.
Technical assistance is provided for the preparation of the proposal and the firm
must cover at least 25 % of the cost for the preparation of the business plan. Once
submitted, the EDA has 60 days to approve or refuse the business recovery proposal.
Stage 3: the firm has five years to implement the approved proposal. Costs of
implementation are shared. The firm must pay at least 25 % where the overall cost
of implementation is less than US$30 000; when costs exceed that amount, the firm
has to cover at least 50 %. The federal contribution should not go beyond US$75 000.

Box 5 – Assessment of the TAF by the US General Accounting Office
Besides the need to improve the organisation, data collection and the distribution of funding
across TAACs, the General Accounting Office (GAO) report found a weak, positive, and significant
relationship between programme participation and sales. Participation in the programme with all
other factors held constant meant an increase in sales from 5 to 6 % on average. The programme
was also found to have a positive impact on productivity (about 4 % increase). The effects were
found to be greater for smaller firms. At the same time, the report showed that import
penetration had a negative impact on firm sales and was statistically highly significant. In other
words, sales were expected to decrease by about 16 % on average for every 1 % increase in import
penetration ratio. The latter finding could probably cast some doubt as to whether the
programme managed to strengthen import competitiveness and firms' resilience. At the same
time, that result might depend on the efficacy of the business recovery plan adopted. Finally, the
GAO report found a statistically significant and positive effect in particular for firms that were
experiencing market or industry growth. For firms in high growth industries, such as certain types
of metal, plastic pipe and flooring manufacturing, participation in the programme and industry
growth combined were associated with an increase from 6 to 10 % in sales. From that result, it
could perhaps be assumed that the programme could be more effective when the firm belongs
to industries where there is a potential comparative advantage.

Since the Trade Act of 2002, US trade adjustment assistance includes a programme for
farmers (TAAF), administered by the US Department for Agriculture (USDA). The TAAF
benefits producers of commodities that are found by USDA to be affected by import
competition (certified commodities) only. The TAAF includes technical assistance and
funding to enable a producer to formulate and implement a business adjustment plan.
Eligible producers can first receive initial technical assistance to improve their
productivity or marketing of a commodity certified to receive support. Assistance
requires the assessment of the feasibility and desirability to substitute one or more
alternative commodities for the one being produced. A producer completing this initial
assistance phase can participate in the intensive technical assistance phase, which
includes training courses and financial assistance to develop a business plan reflecting the
skills gained during the course. If the plan is approved, the producer is eligible for
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assistance for a long-term plan. A GAO report suggests that the TAAF would benefit from
more thorough programme evaluation to verify that the intended purpose was achieved.
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Endnotes
1

This is the case, for example, of the theoretical situation referred to as 'immiserising growth'.

2 Absolute advantage

means that even if one country can produce all the goods at a cheaper price (i.e. that country has
absolute advantage in all industries), production and trade cannot be monopolised by that sole country as this would
lead to an inefficient allocation of that country's resources. So even in the presence of absolute advantage by one
country, there will be trade specialisation in some industries and all trading partners are expected to gain from trade.

3

N.B. similar findings were highlighted in a US Government Accountability Office analysis of US Trade Adjustment
Assistance for Workers, which showed that workers' profile characteristics played an important role.

4

R. Harte, L. Puccio and M. Szczepanski, Interactions between trade, investment and trends in EU industry: EU regions
and international trade, EPRS, European Parliament, 2017.

5 13

countries (Austria, Bulgaria, Czech Republic, Germany, Denmark, Spain, Finland, Sweden, Ireland, Latvia, Lithuania,
Hungary and Portugal) replied to the questionnaire sent. The 13 countries are representative as they include countries
from the last enlargements as well as members of the EU-15; some small countries (countries that have population
below 2.5% of EU population and territories below 2.5 % of the total EU geographical area), some of the main users
of the fund (such as Germany, Ireland, Spain and the Scandinavian countries), as well as countries that have used EGF
funds either not at all or very little (such as Latvia, Bulgaria, Hungary and the Czech Republic). They were asked
questions regarding national procedure, budget and submission of applications for EGF as well as what were the main
problems the authority had in using the EGF, their reforms suggestions and the whether they used other national or
EU funds for trade adjustment measures (for workers and firms) .

6

Data given by the authority in its reply.

7

National authorities were asked to grade each issue from 0 to 5 with 0 for issues that were considered irrelevant and
5 for issues that were considered very important. Table 8 average the results.

8 C. M. Aho and T. O. Bayard, Costs and Benefits of trade adjustment assistance, National Bureau of Economic Research,

1984; this economic research paper focuses on the importance of the passive labour policies in the trade adjustment
assistance that were subsequently reduced.

9

OECD Economic Outlook 2017 issue 1, p.95.
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