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gains from trade available, those who are winners in the process should compensate the
losers. Unfortunately, ini practice, direct compensation is almost impossible to organize
and, hence, does flot occur.

Governments have three basic policy approaches to the problems created by.
declining competitiveness. First, they cari ignore the problem. Unemployed workers
must rely on1 the social welf are system and bear most of the costs of adjustment
themselves. Second, the goverrnent cari provide retrairàng, moving assistance, and
other adjustment packages for displaced workers. Both of these courses of action may
require considerable government expenditures. The third option is to attempt to prevent

are flot


