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MOTION FOR A EUROPEAN PARLIAMENT RESOLUTION

on relocation in the context of regional development
(2004/2254(INI))

The European Parliament,

– having regard to the 1989 Charter of Fundamental Social Rights of Workers and the 
associated action programme,

– having regard to Council Directive 94/45/EC of 22 September 1994 on the establishment 
of a European works council or a procedure in Community-scale undertakings and 
Community-scale groups of undertakings for the purposes of informing and consulting 
employees1,

– having regard to Council Directive 98/59/EC of 20 July 1998 on the approximation of the 
laws of the Member States relating to collective redundancies2,

– having regard to Council Directive 2001/23/EC of 12 March 2001 on the approximation 
of the laws of the Member States relating to the safeguarding of employees’ rights in the 
event of transfers of undertakings, businesses or parts of undertakings or businesses3,

– having regard to Directive 2002/14/EC of the European Parliament and of the Council of 
11 March 2002 establishing a general framework for informing and consulting employees 
in the European Community4,

– having regard to the Commission guidelines on national regional aid5

– having regard to the Commission communication on review of the guidelines on national 
regional aid for the period after 1 January 20076,

– having regard to Commission Regulation (EC) No 2204/2002 of 12 December 2002 on 
the application of Articles 87 and 88 of the EC Treaty to State aid for employment7,

– having regard to the Commission communication on the Third Report on economic and 
social cohesion8,

– having regard to the proposal for a Council Regulation laying down general provisions on 
the European Regional Development Fund, the European Social Fund and the Cohesion 
Fund (COM(2004) 492),

  
1 OJ L 254, 30.9.1994, p. 64.
2 OJ L 225, 12.8.1998, p. 16.
3 OJ L 82, 22.3.2001, p. 16.
4 OJ L 80, 23.2.2002, p. 29.
5 OJ C 74, 10.3.1998, p. 9.
6 OJ C 110, 8.5.2003, p. 24.
7 OJ L 337, 13.12.2002, p. 3.
8 OJ C 61 E, 10.3.2004, p. 370; P5_TA (2004)0368.
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– having regard to its resolution on the closure of companies which have benefited from EU 
financial assistance,

– having regard to Articles 87(3), 136, and 158 of the EU Treaty, 

– having regard to Rule 45 of its Rules of Procedure,

– having regard to the report by the Committee on Regional Development and the opinion 
of the Committee on Employment and Social Affairs (A6-0000/2005),

A. whereas the goal of regional development policy is to encourage the development of all 
the regions of the European Union, and to this end, it is necessary to ensure consistency 
between regional development policy and competition policy, and whereas this means that 
public aid cannot constitute an incentive to the relocation of economic activity, 

B. whereas globalisation, technological progress and the fact that barriers to access to certain 
countries have been reduced facilitates international trade, but is also bringing about more 
and more relocation,

C. whereas public aid should decisively contribute to creating lasting employment, and 
should not be involved in job-loss-creating relocation,

D. whereas increased working hours for reductions in the quality of working conditions are, 
in certain companies, the fruit of blackmail by the threat of relocation,

1. Calls for the objective of economic, social and territorial cohesion and the goal of full 
employment and social progress, set out in Article 1-3 of the draft Constitutional Treaty, 
to be respected and for the prevention of practices, such as relocation, not conducive to the 
achievement of these goals;

2. Stresses the negative impact on economic development and the loss of direct or indirect 
employment in regions of the European Union from which companies pull out in order to 
relocate;

3. Calls on the Commission to take all requisite measures to prevent European regional 
policy becoming an incentive to the relocation of companies;

4. Welcomes the Commission’s proposal, within the framework of the reform of the 
Structural Funds, to penalise companies which, having received European Union aid, 
relocate their activity within seven years after the granting of the aid. This is an essential 
first step in support of economic, social and territorial cohesion within the EU, but the 
measure itself could be further strengthened;

5. Calls, in particular, for companies, which have relocated within the European Union, to be 
blocked from receipt of public aid in that their new location, and likewise blocked from 
the receipt of structural funds or state aids for a minimum period of seven years following 
relocation;

6. Believes that ‘inverse relocation’ should also be condemned, by extending the penalty 
provided for in the general regulation of the Structural Funds to those companies which 
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used the threat of relocation to force their workers to accept reductions in their working 
conditions or increased working hours without a corresponding rise in wages, so as to 
achieve large-scale cuts in salaries;

7. Believes that as long as the European Union’s national systems are not better harmonised 
in the fields of taxation and social provision, it is now imperative that a package of 
coordinated measures be implemented via the Union’s various policies; for that reason, 
calls for the rapid establishment of a genuine European strategy to combat relocation, 
implemented at Union level and coordinated with all the Member States;

8. Asks that, to this end, the Commission entrust the implementation of this Strategy to a 
European relocation observatory which could, perhaps, be set up within the Commission’s 
own services, alongside Eurostat or the Dublin Observatory, with the remit of studying, 
assessing and monitoring and of putting forward specific proposals, with the goal of 
neutralising the negative impact of relocation;

9. Calls on the Commission to take measures within the new guidelines on state aids for 
regional purposes, with a view to banning the granting of aid to companies which relocate
or threaten substantially to relocate their plants within or outwith the EU;

10. Calls on the Commission to make the granting of public aid from the budget of the Union 
or a Member State conditional on the long-term agreements on employment and local 
development, agreements which should be signed by the management of the company 
concerned;

11. Alerts the Commission to the importance of ensuring that these Community subsidies 
carry solid guarantees on long-term employment, and of demanding that the beneficiary 
company fill out a questionnaire assessing the risk of relocating all or part of its activities;

12. Calls on the Commission to draw up specific and detailed provisions with regard to the 
procedure to be followed with regard to reimbursement of subsidies by companies which 
fail to respect their obligations with regard to all investment for which they have received 
public subsidy;

13. Calls likewise on the Commission to list companies which benefit or have benefited
directly or indirectly from Community or national public aid, and then proceed to relocate
their activity within or outwith the EU;

14. Calls on the Commission to draw up a European Code of Conduct to prevent transfers of 
companies or their production units to another EU region or country for the sole purpose 
of obtaining European financial aid;

15. Demands that companies benefiting from public aid commit themselves to developing, in 
conjunction with workers’ representative organisations and the local authorities, socially 
responsible business governance as part of the implementation of cohesion policy;

16. Calls on the Commission, in cooperation with the local authorities concerned, to monitor 
the effective and targeted use of the European Social Fund, which should be focussed on 
vocational training and the retraining of workers in regions affected by restructuring or 
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relocation;

17. Stresses the need to step up structural funding and focus it on job creation, setting up new 
job-creating companies, life-long vocational training and improved productivity;

18. Calls on the Commission to draft a proposal on a preliminary European harmonisation of 
the Member States' taxation systems and their equitable fiscal behaviour in the matter of 
European public subsidies;

19. Believes that the negative impact of many relocations means that we need to take an open 
and constructive approach to the issue of creating a genuine European social area, whose 
outlines could be sketched by establishing a minimum social cost per job; this social cost 
could be calculated on the basis of the per capita GDP of the Member State concerned;

20. Calls for the European Union to be able to take measures to safeguard European 
employment and the European economy with regard to a company relocating all or part of 
its activity outwith the Union, particularly by demanding the reimbursement of all public 
subsidies granted to the company in question;

21. Recommends that its own relevant Committees carefully evaluate the Commission’s 
follow-up to this resolution;

22. Instructs its President to forward this resolution to the Council and Commission.
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EXPLANATORY STATEMENT

At present, relocation is a problem mostly tackled in the wake of an actual instance of 
relocation which has stirred up public opinion.  The extend of the phenomenon and its impact 
on employment and economic development mean that we need to take a more global 
approach, on the basis of verified, quantified data, and thus work out a more thought-out 
response.

The completion of EMU, enlargement and the increase in international trade are legitimate 
sources of concern when it comes to the issue of industrial relocation following in their wake, 
both within and outwith the Union and the eurozone.  Within the eurozone, and to a lesser 
extent within the Union, temporary corrections of unsatisfactory competitiveness and 
productivity levels can no longer be carried out by adjusting exchange rates; this furthermore 
increases the role played by production costs differentials when companies decide to set up 
and to relocate.  Recent instances of relocation or the use of lower salaries and increased 
working hours supposed to prevent relocation have hit both the headlines and, to an even 
greater extent, the employees concerned.  For the latter, relocation generally means job losses 
or worsened working and salary conditions.  Insofar as the closure of companies following the 
relocation constitutes a social cost borne by the Member States in terms of unemployment 
benefits and staff reclassification costs, we have every right to ask ourselves about the impact 
that the European Structural Funds could bring to bear on any decision to relocate.

Company relocations are not easily identifiable at macro-economic level.  Relocation, in the 
sense generally understood, requires the following elements to be present either 
simultaneously or within a relatively short period of time:

• Closure of a production site or of a company department
• Transfer of production to an other production site belonging to the same 

company, located in a different economic entity (region, country belonging to 
the same or a different economic zone).  This transfer may be carried out on 
the basis of existing installations, or may lead to fresh investment, with the 
possible establishment of new production sites. 

Statistically, it is difficult to identify what closures are linked to production transfer to another 
site belonging to the same company.  At present, we do not have the statistical wherewithal, 
either at Community or Member State level, to provide us with reliable data on the extent and 
consequences of industrial relocation within or outwith the Union.

But we can, however, refer to various studies which have been submitted to the Members of 
the Commission by Professor Robert PLASMAN, which give us a preliminary insight into the 
regional and sectoral specifics of relocation, and their extent and impact on economic 
development and social cohesion in the regions concerned.

In a recent study of industrial relocation, Patrick AUBERT and Patrick SILLARD measured 
the number of jobs concerned1.  Between 1995 and 2001, some 95 000 industrial jobs were 

  
1 Patrick AUBERT and Patrick SILLARD, « Délocalisations et réductions d’effectifs dans 
l’industrie française », (April 2005), INSEE.
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lost in France and relocated abroad, an average of 13 500 a year, a little over half of them lost 
to the developing countries.  Countries where wages are low represent slightly under half of 
relocation destinations: China being the main destination, far ahead of eastern Europe, north 
Africa, South America and other Asian countries.

All these studies highlight the fact that the relocation of employment in regional terms is 
particularly dependent on skilled workforce, R&D levels and production costs.

The features of the relocation problem vary somewhat in terms of whether it is taking place 
within or outwith the European Union.

Within the Union, it must be acknowledged that the free movement of persons, goods and 
capital is enshrined in the Treaty establishing the European Community and is therefore 
difficult to advocate an absolute ban on a company’s right to choose the places where they set 
up their industrial plant, and all the more so since the immobilisme that such a ban would 
bring with it would be very negative for the European economy.

On the other hand, we need to ask ourselves whether we need to rethink a new economic 
policy which would be deployed to strengthen economic, social and territorial cohesion.  In 
this connection, it should be stressed that Article 1-3 of the draft Constitutional Treaty has 
made full employment and social progress a major objective of the Union.

On this basis, it should be possible to create a framework for the principles of freedom of 
movement, given that it comes under Cohesion Policy, which is a priority area of Union 
policy.

The objective of Cohesion Policy rests on the harmonious and solidarity-based development 
of all of Europe’s regions.  To make up for the backwardness of the economic and social 
development of certain regions, by favouring methods which lead to a development deficit in 
other European regions, it runs flat counter to the objective of social cohesion.  And this is 
exactly what relocation does.

Here, the reform of the Structural Funds provides us with a unique opportunity to establish 
ad hoc legal tools which should enable the Union to prevent programmes cofunded by the 
Structural and Cohesion Funds from encouraging measures which contribute to direct or 
reverse relocation.

The Member States and the Commission must deny any involvement in the Funds to any 
company which is or has been the subject of a recovery procedure following the relocation of 
productive activity within a Member State or to another Member State or third country, as 
well as to companies which threaten to relocate their activities in order to force their workers 
to accept increased working hours with no increase in wages, with a view to making 
substantial cuts in the wage bill.

Furthermore, companies whose headquarters are in a Member State and relocate their 
productive activity to another Member State should not be able to benefit from the Funds.  A 
similar provision, designed to prevent the granting of national subsidies to these companies 
should form part of the new guidelines on national regional aid.
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Certain studies have made it perfectly clear that numerous instances of company relocation 
are carried out with a view to cutting working and production costs (salaries, social charges, 
and direct and indirect taxation).  One approach would be to seek better harmonisation of the 
Member States' taxation and social systems.  Until the national systems in the fiscal and social 
spheres are better harmonised, the EU should establish a European strategy to combat 
relocation in coordination with all the Member States.

At present, we have no sufficiently detailed statistical tool to enable us to make a precise 
diagnosis and draw up a tailor-made response.  We urgently need to plug this gap, by setting 
up a European Relocation Observatory to study, evaluate, follow-up and make concrete 
proposals ; it could possibly be created within the Commission's services, or Eurostat or the 
Dublin Observatory.  One of the new observatory's first tasks would be to measure the real, 
quantified impact of the granting of European subsidies on relocation, and to investigate the 
effect and significance of the employment shifts caused by relocation, and, where appropriate, 
identify the sectors most concerned and the policies which would allow the negative effects of 
relocation to be neutralised.  Regular, strict monitoring of the situation in the various 
industrial sectors must also be organised, so as to pre-empt restructuring and put convergence 
programmes, involving all the players concerned, in place in good time.

Furthermore, when subsidies are being granted under the Structural Funds, it is imperative 
that the Commission ensure that the granting of the aid is fully accompanied by 
guarantees of long-term employment, which could take the shape of long-term agreements
in the field of employment and local development, to be signed by the management of the 
company concerned. In the same way, so as to assess the future risk of possible relocation, it 
would be useful to demand that the company receiving subsidy fill out the questionnaire 
evaluating this risk.

In the same spirit, provisions on information and consultation of workers need to be 
strengthened, and likewise those on European company councils, so as to guarantee that the 
companies cannot just walk off whenever they feel like it, leaving behind them a picture of 
desolation amongst local populations and the work force.

Companies should be obliged to draw up a social plan, in consultation with the trade unions 
and the authority in charge of the labour market; reimburse all the subsidy received by their 
current installations, and to adopt a code of conduct which they will have to respect wherever 
they go on the planet. This code of conduct should include European good practices, and 
negotiations with trade unions should always constitute the fundamental principle 
underpinning it. No longer will it be the case that companies merely adopt local legislation.

Europe needs to ensure that companies benefiting from public subsidy, workers' 
representative organisations and local authorities are all brought together by creating genuine 
socially responsible business governance fully integrated and enshrined in the 
implementation of European social, economic and territorial cohesion policy.

The role of the social partners and the local authorities is essential in this connection, so as 
better to be able to pre-empt possible changes to the structure of the company. The quality of 
collaboration between these essential players in European economic life is fundamental to 
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achieving a genuine European partnership for employment, within which companies and 
workers should be able to work together so as to safeguard working conditions and existing 
jobs while at the same time improving productivity.

Certain companies are achieving lower labour costs by lowering real take-home wages by 
threatening to relocate. This pressure to bring salaries down is not, however, an effective 
or long-term strategy with regard to possible relocation. If we accept that it is, we would 
be importing the Chinese or Indian 'social model'.

If we wish to preserve our European social model, we have to try to relaunch the European 
economy by finding solutions other than reducing wages. In order to strengthen company 
competitiveness and improve employment both quantitatively and qualitatively, it has become 
essential that the use of the Structural Funds be better targeted and job creation, the setting up 
of new companies which create lasting employment, life-long vocational training and higher 
productivity. The application of the European Social Fund should be concentrated on 
vocational training and the retraining of workers in regions affected by restructuring of 
relocation.

If the Union wants to develop a competitive European economy, and give all its citizens of 
working age the chance of having a quality job, it is absolutely essential that European 
investment and research, development, education and training be increased, and that new 
technologies be developed.

This is the approach needed to the forthcoming political decisions which Europe has to have 
the courage to take.   


