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trade between Europe and its partners, commentaggudarly argue that globalisation is

taking away domestic jobs and increasing unemploymAs a result, the issue of
globalisation has become one of the most studigdsan European economic literature.
Even after two centuries of research (following gublication of David Ricardo’s seminal
study of “comparative advantage”), economists rencaiutious about defining the economic
outcomes of globalisation too precisely. While ganleories of international trade as well as
those written in the 80s concluded free trade hadweerall positive effect on employment,
some empirical research carried out in the last years has suggested the opposite. Paul
Samuelson’s 2004 study, for example, has provolkatdr academic debate on this topic.
The debate rages not only in academic circles Isotat the top levels of government. What
is the real impact of globalisation on employmewRat steps can to be taken to reduce job
losses? How do we share the benefits of econongnragss equally?

I n the current debate over the advantages and distyes of growth in international

Europe wants to make the most of the benefits ediféry globalisation and free trade, but its
citizens also wish to avoid the economic and samats which may be associated with it. To
this end, the European Union has tried to marryecoc openness with an adjustment policy
to minimise the negative consequences of globaisatEchinard, Farvaque et Laurent,
2007). To accept strengthening the European unimtégration, its member state citizens
must be confident the Union can achieve this ba&lai®e fear of the perils of economic
change, coupled with rising concerns (whether ¥eelhded or otherwise) about the Union’s
extension to the East were facts that counted whenEuropean Union Constitution was
rejected by France and the Netherlands in 2005.

Several recent studies have examined the attitofdéaropeans to globalisation (BBC World,
2007; European Commission, 2007; Fabry (dir.), 200/hile the techniques used to measure
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opinions may be subject to bias flowing from thkeston of participants, the formulation of
the questions, or even the conditions in which gtevey takes placall of these surveys
produced some similar results.

The surveys showed that generally speaking, Eurgpealue free trade and economic
liberalism as much as, and even more than Japames&ussians do. Neverthess, they see
globalisation as a threat to their economic praspegparticularly as a result of the relocation
of companies previously based in Europe to cowtbeyond Europe. Interestingly, when
asked to choose between two alternative definitmfnglobalisation, they generally define it
as an opportunity, and not as a constraint (Europ@ammission, 2007), suggesting,
therefore, that Europeans do not see protectioasthe solution to their concerns.

The picture becomes more interesting when you densittitudes on a country by country
basis. Then you find the citizens of so called @ldope, particularly the Germans and the
French, see globalisation more as a threat thaheal®oles, Estonians and Latvians who are,
by contrast, must greater enthusiasts for Europdataropen markets.

The 2007 attitudinal survey conducted by Bandation pour l'innovation politiquelearly
showed that those surveyed wanted new mechanispreserve economic equality between
workers across Europe. For them, it's the Worlddér@®rganisation and the European Union
that must regulate economic globalisation and dtemtial negative impacts through new
rules of competition.

This survey also showed that the inhabitants of bigger European countries (Germany,
France, Italy and Spain) consider inter-dependdretereen economies to be growing too
quickly, whereas in the newer member states, asizgant to see it increase to ensure more
of their population can reap the benefits of it.

These results suggest that if the EU wants to ooatto hold the confidence of its citizens, it
will need to look at new instruments to manage ithpact, real or perceived, of an open
market. The creation of the European AdjustmentdFum December 2006 showed that
Brussels and European governments were willingltivess the concerns of its citizens.
Following repeated calls from the French Governming Fund was established on the basis
of proposals developed by the European Commissi@®05 to assist workers who lose their
jobs as a result of a relocation to find a new gsbquickly as possible. The Fund was
allocated €500 million in 2007, and the precidecaitions for each case are decided by the
Commission on the basis of relatively subjectivieeda.

While the European Adjustment Fund (EAF) is a brawedv mechanism for Europe, the
United States has had a similar system in plaaesif62. The Trade Adjustment Assistance
system enjoys an annual budget of $2 billion topsupprofessional training as well as cover
the costs of income and health insurance. That ithitsative was picked up from the
American model after four decades of inaction imdpe suggestthereis still alot of room

for innovation and the development of public policy in this area, despite suggestions by
economists and some politicians that nothing camldree. It also suggests that it might be
time to review Europe’s constant dismissal of thmeican market as too economically
rationalist or liberal to influence European poliogking.

The first year of operation of the EAF has showrntotbe working well, even in an
environment of a rapidly evolving and unpredictafarket in which relocations still occur



without employee or local authority consultatiorgkimg it difficult to put in place a system
to find new jobs for those workers made redundant.

Officially, the EAF spent about €73million in 2003t about 14.6 % of its total budget on].
Seven countries benefitted from it: Finland, FranGermany, Italy Malta, Portugal and
Spain. An examination of the expenditure revealerasting patternsFirst, the seven
countries are member states using the euro, which seems to confirm the greatest economic
difficulties experienced in largest countries of tturozone (Le Cacheux, 2005 ; Mathieu et
Sterdyniak, 2007).

Secondly, there are commonalities among the industries which receive assistance from

the EAF. Textile, automobile and mobile phone industries tiwe only sectors to have been
granted assistance at this stage.

That the textile industry has sought assistanad s surprise given the obvious economic
advantage to be gained by relocating the industrgountries with cheaper labour costs. By
contrast, the automobile and mobile phone industare those which are generally seen as the
product of globalisation, fuelled by rapidly-growirconsumer demand in Asia and Latin
America for transport and communication. In viewtbis, the Fund is proving to be an
essential economic tool, benefiting both high-esxhhological industries as well as the more
traditional industries often thought of as bad filis\WWestern service oriented economies.

Despite strict criteria limiting access to the EARd the complexity of the process of
application, more than ten countries applied toRtied in its first year. This fact alone shows
the important role the EAF can play in the Europesanket. Beyond, the establishment of the
EAF shows that the EU can be both look after itskers displaced by economic growth,
while encouraging economic growth across Europefddrs.
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