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The European Commission’s Employment reports draw an optimistic picture for the 
West as well as the East, while addressing the possibility of unskilled and older to 
face losses in both regions. This argument rests on broad generalizations from the 
existing literature, and argues that globalization has positive and negative effects, but 
altogether this process brings overall gains for European workers and consumers 
(European Commission, 2004). Dynamic economies are hoped to create jobs and 
opportunities for workers, however this requires adaptability. It is argued that the rate 
of structural change is sufficiently slow to produce no large adjustment costs in the 
short run and overall gains in the long run. Although there may be a bias towards 
higher skills and the distributional effects can be magnified due to lack of labor 
mobility across sectors, regions, and countries, it is argued that the previous periods of 
enlargement shows that the expected negative impact on employment and wages did 
not occur, or were at worst limited to certain sectors. The report also adds that FDI 
affects the relative wages in NMS rather than in the EU15. The Commission, similar 
to OECD, sees the task of economic policy as to target the losers without disturbing 
market incentives.  

In the newly growing academic research the replacement of unemployment benefit 
systems with compensation mechanisms for the losers of dislocation and outsourcing 
is also being discussed (see Barry and Walsh, 2005 for a review of the academic 
literature on the issue). 

5.2 Labor Organizations and Political Economy Approaches 
The response of the labor organizations to the policy debate on trade and relocation 
induced losses is to emphasize the centrality of full employment targeting 
macroeconomic policies and a coherent industrial policy to face the challenges of 
technological change and competition (e.g. Galgoczi et al., 2005 from the European 
Trade Union Institute). This includes pro-active use of macroeconomic demand 
policies, and industrial priorities as well as public investment programs to channel 
investment in areas with the most future potential, and to transform old declining 
industrial areas. In order to be able to reduce the damage and increase control as well 
as adaptability, Galgoczi et al. (2005) also bring up the participation of worker’s 
representatives and transparency in the decision making process as a crucial issue. 
This becomes also an important aspect to anticipate the change, if relocation becomes 
nevertheless an actual issue. Regarding the control of such decisions, one critical 
question is whether it is acceptable for a company that is already earning a reasonable 
return to relocate for the sole purpose of increasing its profits. Finally, if the 
relocation takes place, Galgoczi et al. (2005) argues that the costs should be shared by 
the employers as well and not only by the state and the workers affected. 
Nevertheless, the most vital policy tool is the coordination of collective bargaining 
activities in order to avoid the beggar-thy –neighbor- policies as well as the relocation 
threats of the employers to suppress union demands. A European wide cooperation is 
recommended in order to avoid the drifting apart of wage and productivity trends 
within Europe and to achieve a gradual upward convergence of income levels 
(Galgoczi et al. 2005).   

In order for the European labor to benefit from the gains of integration, the 
institutional setting of wage bargaining must be coordinated, including productivity-
led wage increases, and a European framework for minimum wages, and working 
hours and conditions. Convergence towards a more supportive legal environment in 
which workers can collectively advance their interests at the national level as well as 


