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Knowledge, learning and employment
are core elements of social democratic
policies, at the national as well as at the
European level. Knowledge is a prerequisite
for improving Europe’s human capital, fos-
tering higher productivity and widely shared
prosperity: a foundation for a New Social
Europe.
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Europe has great traditions in research and
development — from ancient philoscphy and
the first university through to 20t century
breakthroughs in medicine and natural
sciences - but Europe has been lagging
behind the US and Japan in R&D investment
for quite some time, with the sole exceptions
of Finland and Sweden.  In so doing, Europe
has diminished its capacity for innovation.

At the same time, the depletion of Europe’s
natural resources and the existential threat
of climate change demand a new approach
to the economy and management of
resources: Europe needs “smart growth”
based on new sustainable forms of energy,
technology and knowledge.

Eurcpe has a huge potential for growth
and employment if there were greater
investment in sustainability, research and
deveiopment resulting in more innovation.

1.Why is knowledge so important?

During the last 10-15 years we have seen a
fundamental rethinking of growth theories:
knowledge and technology have become
central element of economic analysis. We
have learned to understand the difference

between labour and capital on the one hand
and knowledge on the other. While labour
and capital are rival goods, which can be
used by one person/enterprise at a time,
knowledge is a non-rival good, a resource
which can be used simultaneously by a great
many people. Basic research findings, the
Internet and patents, aimed at expanding
markets for innovations, all are examples of
the unigue role of knowledge.

Knowledge is not a fixed quantity, which has
to be divided in slices iike a cake. Knowledge
can be used by many, without limiting
the value of knowledge for others. As a
consequence - and the main point in the
new growth theories - the traditional ecc-
nomic perspective of diminishing return is
replaced by a new one: we are living in the
age of increasing return. This is a great idea,
of utmost importance for the way we lock
at the future and for the way we organize
our societies.

Knowledge in general, scientific and
technological knowledge in particular, will
be crucial for most of our actions and
decisions, as workers, voters, consumers
or investors. OQur economies are becoming
more knowledge intensive and the highly
knowledge-based sectors are growing
faster than the rest of the economy; half of
the new jobs are created in these sectors,
representing one third of the economy.

2. Investing in new knowledge
and innovation

The knowledge economy can be described
as a combination of four elements:




@ The production of knowledge
through scientific research;

» Its transmission through educa-

fion and training;

lts dissemination through the

information and communication

technologies;

@ Its use for innovation in medicine,
technology, organizaticn, etc.

@

i

International comparisons show that
Europe is lagging behind other major
economies in all these respects. Europe
invests about 1.9% in R&D, while US
spends 2.8% and Japan 3.1% of GDP
on production of new knowiedge and on
the transformation of knowledge into
innovation and prcduction. Europe has
less than 1.2 million researchers, while
the US - with a smaller population - has
more than 1.3 million researchers.

80% of the investment gap is due to
underinvestment in R&D from the privaie
sector, particularly in information and
communication technotogies. The links
between universities and business -
key to innovation - seem to be much
weaker in Europe than in the US. For
example, less than 5% of innovative
companies consider informaticn from
universities or cther higher education
establishments as being a very important
source ofinformation.”

There is a need to bring universities
and other public research organizations
closer to industry and improve innova-
tion systems. A sirong cooperation
between universities and business
would develop the practical side of
inncvation policies.
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Indeed use of innovation in the public and
private sectors must be further developed.
Public services must set the example and
be at the forefront of the use of new
technotogies, bringing efficiency gains and
improving service to citizens. Society
has become more demanding: citizens are
asking for faster and better services, more
transparency and more user-friendly
administration. Greater work should be
undertaken to build more innovation-
related pubtic services.

There are reasons to be concerned about
the state of knowledge production in
Eurcpe, both for the level of investment,
the return of investment in terms of inno-
vation and production and for the role of
knowledge in building a New Social Europe.

Raising public and private investments in
R&D to reach the 3% GDP target would have
hugely positive effects on the economy, on
employment and on prosperity.

The Eurcpean Union currently invests about

% GDP but is lagging behind compared to
the United States (2.8%) and the rest of
the OECD {3.1%). The benefits would be
encrmous if the 3% GDP target were
reached on an annual basis from 2010 to
2025: the best scenario would add an extra
10% GDP to the European economy, raise
consumption by 7% and real wages by
9.5% by 2025; the most conservative
scenario would see the economy grow an
additional 3% GDP, consumption up by 1%
and real wages 3% higher.

Furthermore, reaching the 3% target would
require an additional 600,000 scientists,
raising employment in the R&D sector
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alone by 30%. Overall, the European
economy and Europe’s people would
benefit enormously.

Thus, investing in knowledge is key to
eccnomic growth and employment and will
require a fundamental rethinking of
the policies of the past. The economic
potential is very high. The reward in terms
of prosperity is great.

At the moment, Eurcpean universities -
responsible for 80% of fundamental
research - offer scientists and students a
less attractive environment than the US.
Many Eurcpean students go to the US and
stay there. Student mobility in Europe
is tow: only 2.3% of European students
are pursuing their studies in another
European country.

Researcher mobility across the EU and
with third countries should be considerably
strengthened because it could decisively
contribute to developing new knowledge
and allow for greater dissemination
of experiences a&acrcss countries.
More partnerships between European
universities and centres of research
excelience worldwide could aiso help
fostering mobility.

The majority of European countries need to
make a decisive restructuring of public
expenditure in favour of greater R&D
investment and improve incentives for
business investment in knowledge. There
are huge differences between Member
States in R&D investment.

Afew invest between 3% and 4% and count
among the best performing economies in

the world. Several Member States invest
around 2%, and others even below 1%.

The European Union is supporting Member

tates to reach this target. through bench-
marking and financial support. At EU level,
the Seventh Framework Programme on
R&D has been approved with a total budget
of almost €55 billion over seven years,
an annual average increase of about 60%.
That means that EU investment in R&D
until 2013 is now supporting technology
platforms, a new form of cooperation
between Member States in areas of
high priority.

The European Union can also help
improve student and researcher mobility.
The EU’s funded student and researcher
programmes should be significantly
developed to foster greater mobility across
the EU.

Innovation policy is also an area where
simultaneous Pan-European actions and
investments can generate further
economic growth. Coordinating initiatives
and developing specific trans-European
projects in areas where regional and
national programmes can cooperate
across borders would encourage business
innovation and further deveiop best
practice. A systematic exchange of
information between innovation agencies
and analysis of common strategic issues
is essential and this can be spread out
through the development and implemen-
tation of joint initiatives and programmes.

The European Union can indeed play
a positive role in promoting innovation
policy. National innovation policies are




currently evatuated and bench-marked at
European level on a veluntary basis, and
this has already generated some good
results. However, this voluntary coopera-
tion could be made more targeted and for-
mal. A move from the regional and national
dimension of innovation to Eurcpean coope-
ration would counter the fragmentation of
innovation policy and create high spillover
effects across the whole Eurcpean Union.

We must unlock the potential of the
Single Market to generate knowledge and
innovation. Better regulation - not
less - will be needed to achieve this. The
EU’s Galileo project will also be a key
means for bringing forward a real, innova-
tion-oriented European industrial policy. In
this way, the EU will help promote knowl-
edge and innovation for smart, green
growth and jobs.

3. Sustainability for employment,
growth and environmental
balance

Since the mid 20t century climate change
has been accelerating at such a rate that
the world is now faced with a serious threat
to the future of the planet and humanity.
Atmospheric indicators show that the con-
centration of carbon dioxide {CO2) in the
lower atmosphere has increased from its
pre-industrial concentration of 280 ppm
{(parts per million) to its 2003 concentra-
tion of 375 ppm. This is the highest level in
the last 500,000 years.
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In Europe, many catastrophic events since
1980 are atiributable to weather and
climate extremes: floods, storms, droughts
and heatwaves. In 2003 alone, more than
20 00O pecple died as a result of the
summer heat wave in Western and
Southern Europe. The losses due to
extreme weather have been in human lives
and also in financial terms with damage
to private households, industry and
infrastructure. Heatwaves and other
extreme weather occurrences are due
to become more frequent and more intense
throughout this century.

Rises in energy prices hit the poorest
hardest: across the EU, millions of people
live in energy poverty. The effects of climate
change will exacerbate this trend, exerting
a profoundly negative pressure on
economic and sccial developrment both
in Europe and the world.

The world has a limited window of opportu-
nity now to act against climate change.
The recent Stern Review on the economics
of climate change has made clear the
high costs if we fail to act now against
climate change:

“If we don't act, the overall costs and risks
of climate change will be equivalent to
losing at least 5% of global GDP each year,
now and forever. If o wider range of risks
and impacts is taken into account, the
estimates of damage could rise to 20% of
GDP or more. In contrast, the costs of oction
- reducing greenhouse gas emissions to
avoid the worst impacts of climate change
can be limited to around 1% of global GDP
each year. The investment that takes ploce
in the next 10-20 years will have a profound
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effect on the climate in the second half of this century and in the next. Our actions now ond
over the coming decades could create risks of major disruption to economic and social
octivity, on a scale similer to those ossociated with the great wars ond the econcmic
depression of the first half of the 20th century. And it will be difficult or impossible to reverse
these changes.”

The European Union played a leading role in the agreement of the Kyoto Treaty and should
now re-take this leadership roie in the definition of a post-Kyoto agreement to combat
climate change. These actions at global level should be cempiemented by Eurcpean,
national, regional and local efforts to create a post-fossil fuel society: raising energy
efficiency, to reduce our energy consumption, and investing in sustainable forms of energy.

There are substantial gains to be made in making the EU the leading producer of
renewable energy. In the last 25 years, out of all money spent cn R&D in energy in OECD
countries, 75% went into nuclear and fossil fuels, and only 1% into wind power, although
wind power alone could supply over a third of the world’s electricity by 2050, and one-fifth
by 2025. The growth in the wind power sector would correspond to an employment of
nearly 3 million people. This example illustrates how the EU shouid take the lead in
wind power and other renewable sources of energy that will generate jobs. growth and
sustainability in a mutually reinforcing way.

Furthermore, the EU could save at least 20% of its current energy consumption through
energy efficiency measures, representing a saving of €60 billicn for the European
economy, vital savings in energy costs for those on low-incomes, and the creation of
several hundreds of thousands new jobs. The EU and its Member States will have to take
the lead in rigorously enforcing energy efficiency measures and promoting further
innovations for generating energy efficiency. The EU’s Action Plan on Energy Efficiency
is an important step forward, which requires full and effective implementation.

The European Union and its Member States must take serious action to meet the
challenge of climate change, while taking advantage of the potential for renewable
energies and energy efficiency, through its forthcoming common energy policy
and negotiations of the post-Kyoto period. The outcome of such action could finally
eliminate energy poverty and set Europe on the course of truly sustainable development.
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The knowledge and innovation factor will be the most important determinant of Europe’s
future success. It will be the essential means of building a New Sccial Europe in the long run.
In this sense, building a knowledge-based society — consisting of the highest level of human
capital - will be the basis of the knowledge and innovation economy. But Europe's
fundamenta! problem is that continuing inequalities are stopping the democratization of
knowledge and educational achievement.

Education is fundamental for the progress of humanity. Knowledge and understanding are the
foundations of society itself. It is therefore vital that all children gain this knowledge and
understanding through education. Education throughout life is based on four pillars:
learning to learn; learning to do; learning to live together and learning with others; learning to
be.  Given its pivotal role in assuring human development, education is a priority
that should never leave the top of the political agenda.

The dividing effect of globalization not only impacts on wealth distribution or labour
standards, but on knowledge in society. Information and communications technologies have
significantly changed the skills that are needed to access and profit from new
knowledge and take full part in society and the economy.

With 1.2 million engineers and scientists graduating from Chinese and Indian universities
annually, the EU s comparative advantage in knowledge and technology is shrinking over time
even in relation to developing economies. The average European is less educated than citizens
of other industrialized countries, with two years worth of education less than the average
American and one year less than the average Japanese. At the same time, each additional
year of additional education increases aggregate productivity by 5% immediately and a
further 5% in the long-term.
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Europe simply cannot afford to keep the best educaticn and training opportunities in the
hands of a small elite, thereby restricting the spread of knowledge in society and the
economy. If children from all backgrounds are not given the means and motivation to tearn
from the beginning, if adults of all ages are not allowed to raise their skills and realize their
potential throughout their working lives, how can Europe expect to build a knowledge-based
society that unlocks the doors te rising living standards and higher sustainable growth in a
global economy?

The future of the Eurcpean Social Model - the possibility for building a New Sociat Europe -
lies in our ability to become the best-performing region in education and training and hence
knowledge and innovation.

The major part of these efforts wiil take place at local, regional and at national ieveis.
The useful role that the European Union is already playing should be strengthened, to
stimulate reform through more intense exchanges of best practice and the reinforcement of
existing policy processes, such as the Bologna process in relation to tertiary education and the
Copenhagen process for lifelong learning, including the setting of clear targets and
objectives and ensuring effective implementation at national ievel.

Learning for life - from high quality child care, through schools and universities to further
education and training — is the main road to an innovative, knowledge-based and inclusive
society. It focuses on our most precious rescurce: pecple.

1. Learning from the beginning: shifting the investment curve towards babies
and children

In order to design sustainable social policies for an ageing Europe we need to put children
first. Thus, our first priority is tc make high quality child care and pre-school educatior as
basic a public service as health care or education in Europe.

Early years care, providing early learning opportunities for children from the earliest age, is
proving to be the principle means of maximizing the life chances of children from diverse
backgrounds. The quality of early childhood is fundamental in determining youth and aduit
development. It is the principle means of breaking the cycle of generational poverty
and low achievement that can be seen in too many European countries.

The benefits for babies and children from child care and pre-school education will
be enormous: developing cognitive skills, thereby diminishing the importance
of socio-economic background in the ability to learn; fostering important sociai and
communications skills for life, showing them for the first time, in a certain sense, how to be
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citizens of a community; encouraging creativity through early stimulation; and
integrating children of diverse cultural and linguistic backgrounds. This is particularly
true for immigrant and ethnic minority children, especially those whose native language
is not the home country’s language. who wouid get a head start in language learning and
improve their chances at integrating later on in school and their communities.
Pre-school education fosters the capabilities that are the very basis for the later
development of knowledge, competences and social interaction.

Furthermore, Europe will be unable to reduce poverty, achieve gender equality
and tackie the demographic challenge without systems of universal child care
provision for babies and pre-school children. Too many women are still denied the
opportunity of working full-time or sometimes even part-time, due to insufficient and
expensive child care, and are left with few prospects of providing for their families,
fulfilling themselves professionally and earning a good pension for their retirement.
Women are not having the number of children they desire, iargely as a result of
these difficulties, fostering the fertility crisis we now see across most of Europe.
The prevalence of poverty amongst single-parent households and amongst households
with several children, in which women do not work or work too few hours, makes
the need to facilitate female employment ever more important. Children also
benefit from growing up in a household in which parents do work, given that it
significantly reduces the risk of poverty that has been shown to damage
children's prospects in life.

The need to provide high quality early years care is particularly pressing for chiidren
under three years where coverage is barely minimal in most European countries. These
are aiso the crucial years to ensure the re-integration of mothers back into the labour
market. Only Denmark and the Flemish part of Belgium have achieved child care
provision for over 50% of children under three years of age, followed closely by
France and Sweden. Coverage of children between three years and mandatory school

age is better: nine EU countries provide child care for over 90% of children.

Furthermore, the opening hours of child care facilities do not always correspend to
working hours, making it difficult for parents to have full time jobs. For this reason,
involuntary part-time employment is an unwelcome reality in Europe, affecting women
particularly. Thus the question of restricted opening hours for child care facilities is a
political issue which must be resolved, given its close link to enabling full-time employ-
ment and equal opportunities for women and men.

Most formal child care services are already publicly-provided, mostly with a progressive
scale of parental contributions even in Denmark, the Flemish part of Belgium and
Sweden where coverage is high. In a system that intends to be universal, parentat
contributions should be low and progressive enough for low-income earners and those
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with more than one child to afford care. Consideration should also be given to the role
that the private and non-profit sectors could play in achieving universal provision, within
the framework of a publicly-defined strategy.

Socialists and social democrats have been the driving force in many countries for
expanding child care and pre-school education facilities, but efforts must be radically
stepped up to make universat high quality child care as basic a public service as health
or education all cver Europe.

2. Learning for life: democratizing educational achievement and preparing
better for work

Our second learning priority is to make our education systems all over Europe inclusive
and excetlent, ensuring that children from all backgrounds have the best chances
of educational success from primary to tertiary education. While the task for socialists
and social democrats in the 20t century was to democratize access to education -
through universal primary and secondary schooling - our task for the 21" century will
be to democratize educational achievement by promoting inclusion in high quality
education at all levels.

Existing and new jobs will increasingly require a high level of education and professional
fraining. By 2010 only 15% of newly created jobs will be for people with basic schooling,
whereas 50% will require highly skilled workers. However, at the moment almost 15% of
young people aged 18-24 in the EU are leaving school prematurely every year, with at
most lower secondary education. Estimates of the total cost of early school leaving
reach figures of between €0.6 and €2.5 million over the lifetime of a perscn, in terms of
lost labour input and extra social and health service costs. Europe will not be able to
perform well and achieve full employment, if this trend continues. The result will be a
Europe of comparatively declining wealth and potential, marked by ever-increasing
inequalities.

The majority of Member States need to strengthen their efforts in the coming
years to aveid this wasted potential for individuals themselves and for society.
This places the need for excellence in education and training for all at the centre
of our political efforts.

The benefits and cutcomes of education and training should finally become
independent of socio-economic backgreund and cther forms of disadvantage. European
countries currently differ in the extent to which education systems close the gap
between students from richer and poorer backgrounds.
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The PISA 2000 studies ~ showed that high average quality and eguality of cutcomes among
students of different socio-economic backgrounds are compatible: for example, Finland,
Ireland, and Sweden have above average educational performance and a below-average
impact of socio-economic status on student performance, whereas the Czech Republic,
Hungary, Luxembourg, and most of all Germany. appear tc have a disproporticnate impact
of socio-economic status on student performance. In highly tracked education systems, for
example in the continental and Mediterranean countries, selection often takes place cn
sccio-economic lines, putting students from poorer backgrounds at an added disadvan-
tage. It has been shown that highly differentiated programmes, including vocational
courses, are more likely to reduce the chances of children from disadvantaged backgrounds
to go on to tertiary education.

The New =

European countries must end early school leaving, providing every young person with the
kncwledge and competences to succeed in the new Europe. The Nordic countries,
which have highly comprehensive educational systems, have been judged to be broadly
successful in providing a high proportion of students with a solid foundation in core
subjects, putting them in a better position for further studies, work and full
participation in the knowledge scciety. These countries represent four out of the eight
best-performing countries in the OECD, in terms of low early school leaving. The advantage
of achieving upper secondary education is enormous: for instance in the Netherlands the
social rate of return for an upper secondary education in addition to lower secondary has
been estimated at 22.3%.

It is important that educational policies address better the most excluded groups of
children and prevent exclusion from the mainstream education system. In the interests
of diversity, children with special needs shouid have special attention and be in smaller
classes within the mainstream education system.

Furthermore, Europe’s education and training systems must be geared towards delivering
the knowledge and competences required in the labour market and to ensure a smooth

ransition for young people into work. School and university educaticn shouid prepare
students better for the transition into work, through the organization of professional
experiences, vocational programmes, and careers counselling. Above a certain age,
providing job-based opportunities to young people while stiil in education can be a good
way cf improving their preparedness for the labour market and inclusion in education.
Vocationally-oriented universities and university programmes must be valued as highly as
traditionally academic educational paths.

Finally, access to tertiary education must widen considerabty. Just under 20% of Europe’s
people have a tertiary education in comparison to just over double that number in the US
and Japan. The benefits for peopte will be enormous, substantially reducing the risk cf
unemployment and improving earnings: for exampie, in Germany, employees with a
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university degree have been able to increase their earnings premium from 134 to 153
between 1997 and 2003, in contrast with employees without upper secondary education
who have seen their relative earnings stagnate at arcund 80.

In the CECD, employees with higher education have not seen their earnings premiums
decrease, despite increases in numbers of people with tertiary education entering the
labour market: the trend is towards rising rates of returns for tertiary education. European
countries should democratize access to tertiary education.

European countries must learn from each other as to the strategies and investments
needed to deliver excellent and inclusive education to children and young aduits
of all backgrounds.

3. Learning throughout life: second chances and the springboard to
continuous achievement

Lifelong learning is our third priority to make Europe’s economies more productive and its
labour market more inclusive. We need an almost revolutionary change in education and
training for the working age population in most of our countries.

In this fast-changing world, the most vulnerable to economic change are those leaving
school without qualifications, those in unstable employment, the unemployed, and older
workers. These disadvantages can combine to increase the risk of long-term
unemployment and persistent poverty. Paradoxically, these citizens are the least likely to
participate in lifelong learning.

Lifelong learning must become an integrated part of our education systems. It must form
the basis for European economic performance, our high quality jobs strategy, and our very
conception of personal development. It is up to every citizen to take an interest in learning,
but up to collective institutions and employers to ensure access to learning throughout life.

First, all adults without tertiary education must have a right to lifelong learning and second
chance education, for example through paid educational leave while in work,
the recognition of informal skills and free or affordabie access to education and training for
the unemployed. Such a step change in lifelong learning must be financed through multiple
sources, public and private.

Some Member States have gone further than others in instituting lifelong learning,
although it is yet to become a reality for the vast majority of Europeans. Sweden, the UK,
Denmark and Finland have 25% or more of their working population in learning activity in
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any given month. ~ Lifelong learning is more of a problem in the private than in the public
sector: public sector workers are twice as likely to receive training as those in the private
sector across Europe (41% and 21% respectively). ~ All European countries must improve
their efforts to widen access to lifelong learning amongst the employed and unemployed.
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Second, the providers of lifelong learning must teach the right skills: teaching those that are
relevant to current and future labour market needs and being able to give formal
recognition to informal skills. Everybody is capable of building on what they know — whether
that means having informal skiils formally recognized or learning something new. The key
competences needed to progress in today's global economy include foreign languages and
the use of digital technology; all educational programmes should include information
and communications technology as a central part of the curriculum.

For this to take place teaching equipment and materials should be constantly updated.
Businesses should also give early warnings of their skills needs to ensure dynamic and
relevant re-skilting for jobs.

Bringing lifelong learning to Europe’s working age population will require a new inter-play
between educational institutions, businesses and trade unions. Educational institutions
must have established relationships with businesses, trade unions and public employment
services in order to respond effectively to real labour market needs by teaching the right
skills. In this context, public-private partnerships between learning institutions and
employers can increase the relevance of aduit learning.

4. Living and learning in the emerging digital society

Information and Communications Technology (ICT) education is our fourth learning priority.
European countries must democratize access and participation in the digital society as it
has become a new factor for social inctusion or exciusion. In most EU countries, income,
education and age emerge as the main determinants of digital exclusion, followed by
geographical location (the rural/urban divide} and gender. The emerging Information Society
in the new Member States is more polarized than in the EU-15 zone, even in areas showing
an Internet penetration rate close to the EU-15 average (Estonia and Slovenia}. Access to
computers and Internet-facilities are provided in public settings in most of the EU-10.
However, facilities are limited in scale compared with the EU-15 and are uneveniy
distributed among regions.

Disadvantaged persons often lack access and do not possess the necessary skills to
participate actively in the knowledge-based society. Around 30-40% of the EU population
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still reaps few or no benefits from ICT. On average, only 16% of persons over 55 in Europe
have Internet access. For people with disabilities lack of accessibility is a major barrier
to the use of new technologies having a direct impact in their inclusion and participation
in scciety.

Thus, digital inclusion should be made into a political issue and consist of clear rights to
access and participation. Member States should move towards the universal provision of
ICT content and services, for example in schools, public libraries and community centres.
Digital inclusion is of strategic importance socially, economically and culturally
and should be treated as such in public policy.

There are substantial improvements in public service delivery and citizen engagement that
can be brought about through the use of ICT. But the whole set of improvements - from
e-health consultation to online interaction with public administration — will only benefit
citizens and the workforce if ICT skills are shared by all and access to ICT equipment
is democratically available - in spite of economic, social, educational, territorial or
disability-related disadvantages.

Although most efforts must be concentrated at the local, regional and national levels,
European cooperation can provide value-added in this field. The EU has already taken
initiatives in the area of e-inclusion, including targets and specific EU funding for
e-inclusion projects. The EU Education ministerial declaration of June 2006 for an inclusive
and barrier-free Information Society sets out targets and actions in relation to Internet
usage for groups at risk of exclusion, broadband coverage, digital literacy, the accessibility
of public websites and e-accessibility. ~ Such efforts must be strengthened with further
work on defining and fulfilling new rights in relation to the Information Society, setting out
the role of public authorities and services in extending digital access, establishing Eurcpean
bench-marking in the attainment of targets.
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CHAPTER 8

Significant advances in women's rights over the past hundred years risk being overs
had owed by the new and persistent gender inequalities that remain at the heart
of our societies.

Woemen now have access to all institutions in our societies - educational, labour, political
and social. Indeed, girls enjoy great educational success, performing better than boys at
schocl and universities, although they remain under-represented in scientific fields.
However, other institutions have proven more difficult to conquer. Women find it hard to
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reconcile work with family life; they
sometimes earn less than men in compara-
ble jobs and reach a glass ceiling in their
careers that is unknown to men; women
are promoted less and are more likely to be
in precarious employment; they have
fewer children than they would want;
they are more likely to be saddled with
domestic chores at home and care
responsibilities in relation to dependent
relatives. As a result of shorter and more
precarious employment, they are at a greater
risk of poverty and earn lower pensions.
With rising instability in family structures,
there are growing numbers of female lone
parents struggling to make ends mest.

The sense of frustration and unfulfilled expec-
tations amongst today’'s women is great.
Although women have gained sexual and
reproductive rights across Europe, including
the right to choose the number and spacing
of children and the right to a safe and
legal abortion, many are still constrained
from choosing their desired number of
children with their partners, as a resuilt of the
continuing incompatibilities between work
and family life. While women have now gained
equal access to education and attain better
results than their male counterparts, this
does not translate into equal treatment
inwork. Women have gained the right to com-
bine the roles of mother and professional,
but have not been given the means to benefit
fully from this right on an equal footing
with men.

Substantial improvements need to be made
throughout Europe to reach equal rights and
opportunities for women and men. All
democratic levels of policy-making will have
to play a role.

1. Gender equality as a socio-
economic imperative

Equal rights and opportunities between
women and men are now not just a
value-based goal for society, but alsc a
socio-economic imperative. This impera-
tive concerns the future of the welfare
state in a context of demographic change.
Since the ageing and shrinking of the
population will result in proportionally
lower fiscal revenues at a time cf growing
welfare costs, there is an ever greater
need to raise the growth potential and
actual growth of our economies, through
better femaie employment in numbers
of women and the productive quality
of work, as well as mitigating the
demographic effect in the long term
by eliminating the opportunity costs of
having more than one child. At the same
time, the higher proportion of poverty
amongst women and single parent
households, headed mainly by wemen,
establishes the social imperative of
ensuring female economic independence
throughout the life course.

We must achieve employment on equal
terms between women and men, making
better use of women 's productive falents
and creating the conditions for women
and men to have their desired number of
chiidren. Scme European countries have
managed to reduce the employment gap
between men and women, including the
Nordic countries, the Netherlands and the
UK. Indeed, European countries with
higher female employment rates also have
higher fertility rates. But elsewhere in




the Mediterranean, Central and Eastern
European and continental countries the
divide is far too high and fertility far too
low. At the same time, the gender pay gap
is higher in those countries with the
highest female employment rates,
making it clear that equality has not
been achieved even in these countries
due to labour market discrimination
and segregation.

2. Equality in the welfare society
and the labour market
v

The obstacles to achieving the geal of
gender equality in the labour market are
financial, in terms of access to affordable
child care and compensation for parental
leave; consist of labour market discrimination
and segregation, in terms of the gender
pay gap, the highly unequat distribution of
parental leave between men and women
leading to discrimination against prime-age
females, low work-life balance and the preva-
lence of women in low-paid sectors; relate
to organizational culture, as a result of a
culture of long and inflexible working hours,
affecting women and men, in the private
sector particularly; and, domestic, given
the reticence of some men to share family
responsibilities and domestic chores.”

Achieving gender equality will require a sea
change in the welfare state and the
econcmy. It requires efforts from men and
women, from businesses, trade unions and
government. [t demands not only changes in
structures, but a revolution in attitudes.
Political leadership and public action must
lead the way.
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The pro-natalist policies of the past, aiming
to keep mothers in the home, will either
maintain fertility rates at their current
depressed levels or lead to further declines.
The vast majority of today’s women aspire
to motherhoed and professional fulfilment,
not one or the other. Public policies must
foster these aspirations.

Firstly, universal, high quality and
affordable child care must be established
throughout Europe; in combination with a
care system for other dependents such as
the elderly and disabled. The costs of
child care and dependent care are still
prohibitive in the majority of European
countries, particularly for lone parents
and parents with two or more children.
For example, Denmark enjoys an activity
rate for single parents of 60% thanks to
near universal child care coverage. that is
20% higher than in other Eurcopean
countries which have less child care
provision. Progressive scaling of contribu-
tions must be introduced everywhere,
taking account of income and number of
dependants. In countries where cuitural
norms discourage institutional child care
of babies and very young children,
the means for child care in home environ-
ments should also be provided. Such care
systems would allow a rise in full-time
employment and contribute to the end of
involuntary part-time work for parents.




124

Secondly, there must be comprehensive acticn
to fight discrimination and segregation in the
labour market and end disincentives tc work
through policy reform and social dialogue:

The New Social Eurons

@ The gender pay gap and in-work
gender discrimination must re-
surface as major political priorties,
with stricter enforcement of national
legislation through better policing of
labour and wage practices. Equal pay
for equal work is an established
European principle since the founding
Treaty of Rome in 1957 Thus, the
European Union has a particularly
important responsibility in setting out
a new direction for achieving equal
gender pay;

@Parental leave must be better
shared between men and women in
order to prevent discrimination
against women and encourage
fertility. Paternity leave policy should
be reformed to ensure take-up and
reduce the wide imbalance between
maternal and paternal teave that
makes employment and promotion
of prime-age females less attractive
than that of prime-age males.
Countries in which paternity leave is
an individual, non-transferable
entitlement including compensation
for loss of earnings, have far higher
take-up rates. For example, in
Norway 85% of men take leave,
followed by Sweden in which 42%
of men take leave. Apart from
these European countries, only
Luxembourg, the Netherlands and
lceland have take-up of paternity
leave above 10%. In 2002 only 16%
of all avai-lable leave days were
taken by men;

% The costs of maternity and paternity
leave should be socialized as far as
possible, through tax or insurance-
based income maintenance;

= The right to flexible working should be

instituted for parents and pregnant

workers, including a right to time off
work, flexible and/or reduced working
hours through time bark and time
account schemes, and tele-working.

Such a right should reduce the often
involuntary reliance of women on
part-time work;

» The culture of long working hours
in certain sectors, which disadvan-
tages parents particularly, must be
strictly regulated within the frame-
work of the law, namely through
maximum working time;

Tripartite dialogue should be
established to identify measures
to support the economy and
employers,  particularly  SMEs,
to manage and benefit from
organizational changes in relation to
parental leave and flexible working,
including retaining staff, raising
productivity, and from the perspective
of the wider concern of lowering
unemployment, combining parental
ieave with vocational training and
temporary work piacements for the
unemployed.
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Thirdly, social security and taxation
systems must be based on the pre-
sumption of econcmic independence
and femaie employment in a life-course
perspective:

= Social security rights, pension
rights and taxation must be
individualized;




@ The reform of pension systems must
take due account of the gender gap
in pension entitlements, due to the
general structure of earnings-
related pensions, leaving more
retired women in poverty. This means
ensuring a decent minimum pension
guarantee, pension credits for
unpaid care work, amongst other
measures;

@ Ensure social protection coverage of
women in precarious employment.

3. Equality through time as a
social value

Making child-rearing compatible with social
democratic goals such as full empioyment
and social justice in a gender neutral
approach will also involve taking a new and
more innovative apprcach to time as
a social value.

The entry of women into the labour market,
new forms of work organization as well as the
increasing flexibilization of working time have
left most women and men struggling to cope
with conflicting demands on their time: these
include time for work, time for their families,
time for learning, time for community and
political participation, perscnal time.
These demands sometimes prove to be
irreconcilable and have grave implications for
our guality of life, for example rising stress
and diminishing community vitality. The result
is that people do ot fesl able to lead fuil lives
and opt out of one aspect or ancther, in
a way that also has an impact on gender
equality, with the unequat distribution
of time.

Creating time as a social value refers o time
as a value over the whole life course
as well as a value day-to-day. Thus, first of all,
we must rethink the management of
time over the life course, as education,
child-rearing and work, become ever more
paraliel, rather than consecutive or
mutually exclusive activities in life, for women
and men. Pubtic policy in some European
countries has already begun to take account
of this new reality, for example, providing for
flexibility in working hours for parents,
educaticnal leave allowances, sabbatical
leaves for personal development. Each
European country must explore such
innovative policies and find their own balance
in redefining the mix of working, educational,
family and personal time throughout
the life-cycle.

Secondly, time as a value day-to-day is
regaining attention as a major aspect of
quality of life, over which women and men
aspire to have greater control. In this regard,
innovative public policies are being explored
in scme cities in Europe, with surprising
results. Urban time policies seek to make
work and commuting more compatible with
accessing public and community services,
exercising civic duties, shopping, taking
children to creches and schools, family and
leisure time. Examples from ltaly and France
show that urban time policies allow a
community tc manage time better for the
wider good: for instance, extending ocpening
hours for public services, community leisure
centres or local businesses or improving iocal
transport networks to shorten commuting
time. For example, several northern ltalian
cities pioneered such policies with the
opening of “time offices” which were charged
with consulting local stakeholders -
including employees, local associations,
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and businesses - and negotiating new measures o reconcile work with family responsibilities
and other aspects of urban life,”
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Such policies do not imply a shift to a 24/7 scciety, such as in the US Social Mcdel, but place
control over all aspects of time back into the hands of men and women. Greater
consideration should be given to time as a social value for the future of the European
way of life.
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1. Ageing, a European success story — and a serious challenge

Demographic change is proof of remarkable social progress over the 20" century.
Fifty years ago, a person in their late sixties would have likely been infirm and inactive, with
few if any years spent healthy in retirement, today's sixty-year olds are usually still healthy
and active in their families as well as capable of continuing to deploy their experience at
work and in their communities. Services for retirees, such as in leisure and travel, is a whole
new growth sector in itself.

However, this rising life expectancy — which is to be celebrated — masks continuing social
inequalities. Life expectancy in the new Central and Eastern European Member States
ranges between 65 and 73 years for men and 76 to 871 for women, while Western European
countries enjoy significantly higher life expectancies, between 74 and 78 years for men, and
between 80 and 84 years for women.

Thus, Europe’s ageing society is a success story, while at the same time presenting a real
chailenge, both within countries and between countries.

The number of elderly and very elderly (80+) will rise by over 224% from today until 2050.
The over-65s, which now represent almost a quarter of the EU population, will rise to over
50% by 2050, ranging from 30.5% in the United Kingdom to 67.7% in Spain. This will raise
considerably the number of dependants each working person wili be supposed to “support”
in our pensions systems.

At the same time, the profile of the average 65-year old is changing: we are healthier, more
fit and capable of engaging in activity at this point in life than ever before. However, most
Europeans tend to retire - or are forced out of work - between 56 and 62, despite the
average statutory age of retirement being 65.  Once retired, many people find themseives
at higher risk of isolation, inactivity and even depression, despite the fact that these are the
most experienced workers and citizens in our society, who are still healthy and capable
of engaging in activity. Active ageing is as much about prevention of ill health as it is of
promoting well-being and inclusion in society.




The New Zocial fu

~[129

The agenda for reform includes a three-tier strategy: firstly, we must ensure that more
people are included in the labour market. Secondly, we must strengthen the basis of the
pension systems, reform of pension systems and care for the very old. Thirdly, we must
adopt a new, proactive approach to ageing.

2. Strengthening the basis of the pension system — more people in employment

The best way to make pensions systems and public services for the elderly sustainable is to
inciude more people in employment, thus strengthening the financial basis of the pension
systems and the number of pecple working in elderly care and health services.

There is nc doubt that Europe has a potential for improvement. Take for example people
between 55 and 65. Employment rates of these workers have increased in recent years,
reversing a long declining trend. However, a majority of Member States has employment
rates below 45%, some of them even below 30%, while the best performing Member States
have employment rates above 55%.

The good news is that we can substantially improve the employment, thereby the ratio
between employment and retirement during the next two decades. In the projections,
based on current policies, there is a growth of employment by 20 millicn between 2004
and 2017,

However, when we look further into Eurcpean demographic development, from 2025 to
2050, the outlook is quite negative. The reason for this is, on the one hand, a growing
generation of elderly, 65+, and on the other hand, a decreasing working age generation, due
to low fertility, leading to a decrease in employment by 30 millicn pecple. It is always
very difficult to make projections for such a long period, so there is reason to be careful
in interpreting projections. The balance between the inactive elderly and the total employed
population will rise sharply for the EU 25 from 37% in 20083 to 48% in 2025 and to 70% in
2050. That means, there will be less than 1.5 workers per pensioner in 2050, while there are
currently almost three workers per pensioner.

This is why we must realize our PES strategy for more and better jobs, our progressive
strategy for full employment. We must ensure higher employment through: bringing
unemployment down, through massive cocrdinated investments and active reforms;
increasing the employment rate for women and young people: making a more flexible and
friendly labour market for older workers; strengthening the integration of immigrants
in the labour market: increasing employment for vulnerable groups through preactive
policies of inclusion.
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Migrant workers from EU Member States and third countries must also have their pensions
rights protected through appropriate European legislation.

3. Reform of pension systems

The basic trend indicates that the pension systems will inevitably be put under heavy strain.
The gravity of the problem in relation to assuring the future adequacy and sustainability of
pensions systems demand that European governments act now. While pensicns systems
differ, and the precise details of pension reform will vary, all systems must strengthen their
financial basis.

Pension reform must be completed across Europe in order to ensure that the growing
elderly population can rely on adeguate, equitable and financially sustainable pensions. If
we do not do this based on social justice and solidarity, the losers will be elderly people who
were the lowest paid in their active working lives. We, socialists and sccialist democrats, do
not want to transfer poorer living conditions to the third and fourth ages. That is why
we need to reform our way.

It is estimated that pension costs will amount to an additional 5-8% cf GDP in the coming
decades. If ail costs fall on the working population, the contributions of a typical German
worker would rise from 22% to 38% of wages. ~ Finding an equitable balance for the costs
of the ageing population will be important to avoid inter-generational conflict.

it will be equally important to ensure equity between women and men. Given the large
employment gap between the sexes, women often receive far lower pensions and are more
likely to find themselves in poverty. The gradual equalization of the pensionable age
between men and women is an important step and the generational shift towards higher
employment amongst today 's women in their 20s and 30s wilt of course contribute to
better pensions for women in future. However, women may still continue to have shorter
and lower paid working lives as a result of the gender pay gap, the prevalence of part-time
work amongst women and the unequal distribution of family responsibiiities between
men and wormen.

Thus a twin-track approach is needed: firstly, addressing gender inegualities and
discrimination in employment and family care; secondly, ensuring that pensicns take
account of these imbalances - through pension credits for example - and women's longer
life expectancy in order to prevent rising numbers of female pensioner poverty in future.

Evolution in the global economy, work crganization, demography and societal expectations,
will demand a much more fiuid interchange between education, work, family
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responsibilities and retirement. Education will not only be a matter for the young due to the
need to re-skill several times over a working ife; retirement and werk should no longer be
mutually exclusive to allow working tater in life; family responsibilities will require
better balancing with employment in order to achieve gender equality and encourage
higher fertility.

This fluid interchange must also be reflected in reforms toc cur pension systems. Pensicn
credits should value employment breaks taken to undertake unpaid care work, education
and training. The 60+ generation should be able to combine part-time work with
partial retirement.

The macroeconomic costs of pensicns will be breadly similar whatever the private-public
mix chosen, but the distributional impacts will be significant if not properly managed.
People from lower socio-economic groups are less likely to save for voluntary private
pensions, more likely to suffer as a result of fluctuations in the pensions market, and as a
result fall into poverty in old age. Thus it is vital to maintain and even improve, in scme
European countries, minimum pension guarantees in order to prevent pensioner
poverty. Private saving can play a role in supplementing pensions, but should not replace
the role of public provision.

Labour market pensions — based on coilective agreements - should be further promoted
o play an even more important role in the future — as a part of a more coherent and fair
pension policy and as a part of our progressive strategy for full employment.

First pillar state pensions should indeed be complemented by mandatory occupational
pensions, although in-built employment inequalities ~ for example between men and
women — should be factored intc public pension provision.

4, Active ageing, inclusion and care for the very old

The very old, 80+, is a group growing frcm less than 20 million to more than 34 million in
2030, whose care must be provided and ensured.

Social democratic policies to provide elderly care must begin at present in order to
anticipate the future. To prevent the risk of marginalization and isolation amongst this
growing number of elderly citizens.

Europe needs a new way of sharing the costs of care so that unpaid carers, who are almost
entirely women, can work and so that the elderly are properly taken care of A basic network
of social services should cover the variety of situations in which the elderly find themselves
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and allow them to remain at home as long as possible. Day-care centres can also play a
very important role in preventing isolation, allowing the elderly o socialize, and integrating
even the frailest into the community.

The New Socin! Durane

Autonomy amongst the very old must be promoted through integrated provision of public
services and the organization of community activities and associations for the elderly
in order to prevent isolation and improve general well-being.

There must also be a new, active approach to ageing. European countries must in future
consider the introduction of general lifestyle strategies for the preservation of physical and
mental health amongst older citizens, with a focus on quality of life, health, and activity.

The link between activity and heaith holds good into advanced cld age. You're not finished
because old: therefore the contribution that can be made by older pecple to society should
not be limited to paid employment, but should encompass voluntary work and many other
activities. Older citizens have a wealth of knowledge and experience to contribute and
share. Society must make the most of this.

Politics and policy-making must also ensure the inclusion and representation of the
growing numbers of older citizens at local, regional, nationat and European leveis. Advisory
groups and councils of older people have been established in most countries. Sometimes,
these organizations have a statutory responsibility and are able to exert real influence on
the policy making process. These organizations have been important catalysts for political
participation of older people and could be strengthened as part of comprehensive
strategies for active ageing.
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1. Mainstreaming social inclusion

High numbers of Europeans living in poverty - 68 million are in or at risk of poverty -
demand a substantial improvement of Europe’s welfare approach. Losing a job must not
mean poverty for the unemployed and their families. Disability or eldertiness should never
entail destitution. Children should not grow up deprived of proper nutrition, high quality
education and the right tc a good childhood.

The strategy for achieving sccial inclusion in the New Sccial Eurcpe is muiti-faceted.
It includes elements already explored in the New Social Europe roadmap including:

@ Achieving full employment and raising human capital to tackle poverty
amongst the unemployed, the inactive and low-wage earners;
» Enabling female employment through universal provision of child care and the
provision of elderly care;
« Active ageing to tackle poverty and social exclusion amongst the "young-old”;
@ Care for the very old.

In this way, employment will be a principle means for tackling poverty amongst those of
working age and their families and preventing old age poverty. However, fuil employment
cannct by itself ensure social inclusion and cohesion in society. Thus, a strategy for social
inclusion must be far more comprehensive and mainstreamed in the New Sccial Europe.

The Charter of Fundamental Rights defines social inclusion as “a process which ensures
thot those at risk of poverty and social exclusion gain the opportunities and resources
necessary to participate fully in economic, social and cultural life and to enjoy a standard of
living and well-being that is considered normal in the society in which they live. It ensures that
they have greater participation in decision making which affects their lives ond access
to their fundamental rights.” Hence by implication, exclusion cannot simply be defined
as income poverty or exclusion from the labour market, but is far more complex.
Inctusion refers to the possibility for an individual to develop and fuifil his or her individual
capabilities in a society through access and participation in its many facets.

Social inclusion is constituted by four parameters all related to participation:
consumption {the capacity to purchase goods and services}, production (participation in
economically or socially valuabie activities), political engagement (involvement in local or
national decision making), and social interaction (integraticn with family, friends and
community). The implication for any policy strategy for social inclusion is that it must be
comprehensive in its approach. It cannot be limited to the provision of a minimum income




safety net or access to the labour market.
It must encompass income and labour
market policy, but also all public policies
relating to participation in society:
housing, transport, cultural resources,
involvement in democracy and gover-
nance, civil society, education, and digital
inclusion in the emerging information
society, toc name but a few. Therefore,
social inclusion demands a mainstreamed
strategy, based on social,economic,
cultural and political participation.

Major pockets of social marginalization
and exclusion can be presently found in
poor suburban areas in many Eurcpean
countries, with concentrations of poor,
unemployed, and badly integrated ethnic
minorities. Investment in community
regeneration is desperately needed,
addressing housing supply and quality,
schools, public services, access to work,
transport, community trust and cohesion.
National, regional and local authorities
must engage in a new dialogue with the
citizens of these communities, establish-
ing a bottom-up approach, to give citizens
a real co-responsibility in the future of
their communities.

The emerging new Europe will bring new
opportunities to the vast majority - but
strong market forces will lead to margina-
lization and exciusion of millicns, unless
balanced by active social policies.
Commitment to a comprehensive and
mainstreamed policy for fighting poverty
and social exclusion is fundamental
in the New Social Eurcpe. Such a
commitment has to be made a common
concern and responsibility at the national
and European leveis.
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Furthermore, binding social impact
assessments of proposed EU legislation
should be carried out, examining the
social impacts on people's living and
working conditicns that may result
from new legislation. A solely economic
rationale in the planning of new
legislation risks harming the develop-
ment of the European Social Model and
the European project as such, as was
clear in the first European Commission
proposal for a Services Directive.

The New Sociat Europe

2. The role of the public sector in
promoting cohesion and inclusion

Public services are also at the heart
of social inclusicn and sustainable
development providing public goods as well
as allowing the exercise of fundamental
rights — such as the right to education, to
health care, to social protection. Universal
access to public services constitutes one of
the principle foundations for healthy, active
and inclusive societies. It aliows the
fulfilment of shared values including social
justice, human dignity, and equality, and
of common objectives such as making
economic development, social inclusion
and environmental sustainability mutually
supportive. Services of general economic
interest - such as energy, transport

rcommunications — are also essential
for social cohesion and sustainable
development. As such, assuring the future
of public services - through timely renewal
and investrments to maintain high quality
and universal access - will be of critical
importance for the future of Europe's
welfare societies.
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Several of the most competitive economies
in Europe have strong public sectors, thus
overcoming the false dichotomy between
liberalization or protection of the public
sector as a factor for competitiveness.
The public sector can act as an engine
for development and social inclusicn,
guided by transparent and responsible
government. This is a fundamental compo-
nent of the New Social Europe.

The New Socist Surans

The public sector will play a key role in the
ambitions outlined in this report for a new,
active welfare state. With government
budgets ranging from 33% to 55% GDP,
the public sector in Europe clearly plays a
pre-eminent role in the production
of gecods and services, in the economy and
in society.” In this sense, the public sector
is the backbone of European societies
and many good and bad lessons can be
drawn from studying our experience in
recent decades.

Traditional neo-liberal thirking has coften
suggested that the public sector was a
burden for Europe’s societies and that
the focus on economic and social policy
should be on weli-functicning markets
and the perfecrmance of the private
sector. In neo-liberal economic thinking,
the public sector is viewed as an "enemy”
to competitiveness, ignoring the role
it can and often has played as a purveyor
of active investments into scciety’s
ability to meet the challenges of a
globalized economy.

The public sector accounts for around 50%
of the economy in most EU Member States,
albeit with ranging between 33% and 57%.
Until the mid-nineties, Member States

generally increased the size of their public
sectors in order to fulfil the need for more
services in the social fields (better health
care, education) and to reduce inequalities
through social transfers such as pensions,
unemployment benefits, also as a result of
the economic recession that affected the
majority of European countries.

As from the mid-nineties this general trend
changed. The public sector has remained
generally stable, but in some cases has been
reduced. Improved fiscal balances and growth
have heiped many Member States to
keep their budgets stable and avoid high
borrowing. So the questicn that must
be asked now for the public sector in the
278t century is: how should it develop?

The current demographic trends in Eurcpe
will inevitably demand that the public
sector meet new needs: low birth rates,
ageing and increasingly diverse populations
will dictate these changes. But the basic
rationale behind the public sector should
remain the same in ail our societies: pursuing
the collective priorities of society. There are
differences in the public sector across Europe,
but the task for socialists and social
democrats will be to ensure that renewal and
restructuring in public services and
administration are undertaken according to
progressive values and objectives.

Socialists and social democrats must be
explicit in our vision for a healthy future for
the pubitic sector. This includes addressing its
efficiency: greater efficiency is needed not
only in the private sector, but also in the pub-
lic sector. White a small public sector would
conventionally be considered economically
efficient, a progressive concept of efficiency




rejects such a simplistic equation primarily
because we believe in a sccial market
economy and not in a market society.
Figures on competitiveness across Europe
repeatedly show that some of the countries
with the largest public sectors top the
lists on competitiveness too, notably
the Scandinavian economies. Thus the
existence of a large public sector in itself
cannct constitute a reason for poor
competitiveriess and inefficiency.

Social, political, and economic trends
have produced change in our societies,
including new social policies, organizational
restructuring and higher efficiency. With
the emergence of new technologies, society
has become more demanding; citizens
are asking for faster and better services,
higher levels of transparency and
more user-friendly administration, o
improve accessibility and inciusion.
Socialists and social democrats should
be front-runners in making these
improvements, which pose fundamental
questions about how best to renew the
public sector and renew governance.

There is nc one-size-fits-all soluticn for
Europe s public sectors. But there are basic
principles to which all should adhere.
Its role must upheld in ensuring coherence
and equal access for citizens to public
services; in promoting equal opportunities;
in acting as a basis for solidarity and
inclusiveness: in supporting social justice,
freedom and human dignity. In addition, the
public sector can play a role in stimulating
a healthy business climate and act as
a pioneer itself in promoting the development
of new technologies and industries. Thus,
the public sector should be a dynamic factor
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in spurring forth progress in society
nd the economy.

The public sector should renew itseif -
es
particularly in the following areas:

@ Exploring new partnerships
between the public and private
sector;

@ Putting in place a dynamic inter-
play between education and
training institutions and employ-
ers to ensure optimal skilis
matching in the economy;

@ Pursuing effective active labour
market policy with the Social
Partners;

# Promoting advanced research
and development projects;

@ Meeting better existing and new
social needs, in a framework of
rights and duties, helping people
make the most of their potential;

@ Establishing appropriate inte-
gration pclicies for immigrants;

& Using public procurement to
pursue equal cpportunities and
high standards in the private
sector by placing conditions on
suppliers;

@ Contributing directly to smart
green growth.

There is a direct relationship between
cohesion and inclusiveness and a modern,
strong public sector.

The Eurcpean Union can and must play a
role in assuring the future of public
services, which are at the heart of the
European Social Model. Progress towards
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establishing a Single Market in services has thrown up the question of how to safeguard the
right of Member States to pursue social policies for the provision of public services,
including services of general economic interest. The vast majority of Europe’s citizens want
a social market economy, not a market society. Therefore, appropriate legal frameworks for
public services should be developed in the European Union, with whichcitizens can feel
confident. Given that these services are vital for the exercise of fundamental social rights
and for social cohesion in scciety, appropriate legal frameworks shouid be developed for
services of general interest in the European Union. Important work has already been
undertaken within the social democratic family in this regard: including the drafting of a
framework directive on services of general economic interest by the socialist group in
the European Parliament and a proposal for a directive on health services by a number of
social democratic Health Ministers. Europe’s socialists and social democrats must pursue
these efforts.

The draft constitutional Treaty introduced a new clause providing a legal basis for
legislative action recognizing public services and assuring their future functioning through
ciear principles and conditions. ” This clause should feature in the new treaty for Europe, as
a basis for building the New Social Europe.

3. Social cohesion across the European Union

The European Union must continue to play a role in improving social cohesion
across the continent. ” The Structural and Cohesion Funds have, since their inception, been
crucial in raising the living standards of some of the poorest regions in the EU-15.

The Structural and Cohesion Funds have given new impetus to the regional and local levels
in terms of their potential for development and job creation. The regional and local levels
have enormous innovation potential; they can adapt and generate new prosperity. They
must be strengthened in the face of globalization. The Structural Funds have allowed
regions to feel part of a wider space, based on the true partnership that is Eurcpe.

The impact of the Funds has been significant and indisputable: since joining the £U in 1986,
Portugal's tiving standards have risen by 50% (jumping from 50% of the EU s average GDP,
1o 75%). The case for solidarity measures is also economicaily strong: in the Single Market,
rising purchasing power in one Member State is of direct benefit to businesses in another
Member State. In the context of an enlarged Union, characterized by even greater
socio-economic disparities, cohesion policies retain their full relevance. In the New Social
Europe, the policies which were so successfut in Portugal Spain, Ireland and Greece should
be deployed to the benrefit of new Members States in Central and Eastern Europe.
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CHAPTER 11

Cinclusd




Europe’s peoples have always been made up of a wide diversity of origins, Eurcpe has never
in history been a fortress to the rest of the world. The richness of its cultures, languages,
traditions, creations and perspectives is founded in this diversity. The New Social Europe is
one in which Europe’s pecples recognize their diversity, celebrate, enjoy and learn from it,
rather than deny or suppress it. No culture can survive in isolation. All cultures survive
through development.

In recent years, immigration has become a highly controversial political issue. Right-wing,
populist and extremist, xenophobic parties have sought to incite public fears of immigrants.
The reality that Europe’s sccialists and social democrats defend is that Europe needs
migration, that our Social Model depends on its openness, and that immigrants in Europe
play a positive role in society and the economy. The pelicy that Europe’s socialists and social
democrats wish to pursue is of managed migration, that is fair, responsible and dynamic,
and of partnership with developing countries.

1. Making immigration a dynamic factor

Europe’s current ethnic and religious mix varies from country to country. Overall there are 13
millicn third country naticnals living in the EU-15 (3.4% of the population;, from a wide
diversity of origins. Economic immigration has been positive and important for Europe,
bringing fresh skills, talent and manpower into Europe. Immigration has in recent years
prevented several Eurcpean working age populations — on whose manpower our economic




The New Sociat Euross | 1 4]

growth depends - from shrinking. It has contributed positively to the development of
Europe’s economy overall, through abundant labour supply for key sectors, as a response to
short and medium term shortages and providing new skiils from abroad. Diversity drives
economic dyramism. It represents one of the factors that will help European countries
develop into the best performing knowiedge-based in the world.

However, in order to turn immigration and our current immigrant populations intc a
pre-eminently positive, dynamic factor, Europe must change its policies in relation to our
current immigrant pepulations and to immigrants in general. At present, the aim of
participation and inclusion falls well short of the reality. European countries are failing
o integrate immigrants successfully.

Although immigration is not a sustainable solution to population fall, it is part of the
solution for the critical ageing of the European population. In an ageing society, Europe will
need skilled migrants to fuel economic innovation and dynamism, but also less-skilled
migrants to provide the labour supply needed for key sectors of the economy. Sustainable
and effective migration policies will need to manage both types of flows. Furthermore,
integration policies must be created in some cases and fine-tuned in others, according to
the specific features of each of those groups.

Therefore admissions and integration must be part of one comprehensive policy, rather
than two separate pelicy concerns as is now the case in the EU Member States. Admissions
shoutd relate to the capacity to integrate immigrants and vice-versa. Policies shouid be
mutually-suppertive and jeintly-handled.

Governments need to build more trust in their capacity to manage migration amongst the
general public and communicate its positive benefits. Socialists and social democrats
should not underestimate the negative perception of immigration existing in large parts of
our societies and therefore making the positive case for migration requires solid evidence,
pedagogical action and strong political leadership.

National decisions concerning admissions should invoive all relevant stakehoiders and
be made transparently. Admissions policy should be consistent, fair and based on relevant
criteria of selection. These criteria should reflect the economic need for migrants through
the appropriate skilis mix and balance between temporary and permanent stay.

Making immigration a dynamic factor in the New Sccial Europe will also imply introducing
flexible entry and leave policies at national level, based on a new concept of “brain
circulation”, which optimizes rather than limits the mobility of migrants. “Brain circulation”
consists of allowing highly skilled migrants the opportunity to work in Member States,
centributing their know-how to the European economy, and taking accumulated skills and
capital back to their home countries, safe in the knowledge that they can return to work in
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Europe at a later date. “Brain circulation” poticies that allow migrant workers to come to
Europe to work for a certain period of time or for specific tasks {temporary or seasonal
immigration), entitles these workers to return to their countries of origin, while retaining the
possibility of returning to work in Europe at a later stage, will represent a new element
of mobility, white diminishing the number of over-stayers and facilitating successful
return programmes. For this purpose it will be important to have clear rules on portability of
pensions to their countries of origin.

“Brain circulation” wouid also have the effect of minimizing the risk of “brain strain”, a
phenomenon by which developing countries lose their skilled workers to developed
countries and do not return to their home countries for fear of losing their entry rights in
Europe. This concept of flexibility could be expanded to other sectors of non-skilled
migrants, thus providing an additional factor of flexibility and mobility in the labour market.

We, socialists and social democrats, have always insisted on respect for diversity, tolerance
and fundamental rights for ail. There is now an undeniable need for creating a new
consensus on immigration. There is a need for a clear narrative around our diversity and
common future. A need to open channels to legal immigration because the alternative is the
"black economy”, hidden unemployment and new social exclusion. A need to tackle iliegal
migration. A need to protect the fundamental rights of immigrants and asylum seekers. A
need for much better integration of immigrants into society.

2. Integration for a socially cohesive society and dynamic economy

Indeed, the earlier immigrants are integrated into European scciety, the more they will
contribute, through their work and their tax contributions to our welfare societies, and
benefit from empioyment, given the employment conditions and protection from
exploitation guaranteed to all legal workers.

The success of integration depends to a large extent on employment, but must be
compiemented by broader policies for social inclusion. Social inclusion policies need to be
framed according to the specificities of migrants, including those of the second generation
that have different demands and face different problems from the first generation of
migrants. The Basic Common Principles agreed by EU Member States in the Commen
Agenda for Integration (November 2004) represent a very useful and valid set of principles,
values and practices to which all European countries should adhere in the
New Sccial Europe.

Legal immigrants who settle must be integrated as European citizens who fully adhere
to the democratic values of the EU, with equal rights and duties, including a right tc
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participation in the public life of host countries. At the same time, migrants who are granted
temporary stay should also benefit from a clear set of rights.

A basic duty for ail migrants must be to learn the language of the host country and respect
its laws. At national level, Member States should set out clear guidelines for the
rights and duties of immigrants, for example through national Charters.

European countries must pursue policies that combat discrimination on ethnic grounds
and provide education, notably language and citizenship courses that facilitate integration.
Active citizenship, through the involvement in the public and institutional life of the country
of residence, is equally important for successful integration. This means “civic citizenship”,
consisting of rights and duties in the economic, social and cultural spheres, but also
political citizenship. Some European countries have already established the right to vote for
third country nationals in local elections.

Nevertheless, the recognition of formal citizenship is not enough to guarantee social
inciusion. It is necessary to identify and combat the root causes of exclusion related
to ethnic, religious and cultural discrimination. Equal access to education and training and
the labour market as well as eguality of treatment in the workplace are a prerequisite of
successful integration of migrants.

The benefits of immigration should be evenly distributed across communities and negative
impacts must be assessed and addressed effectively. Immigration can have adverse
impacts in communities when public services are not adapted or provided with sufficient
rescurces to meet the needs of a growing and increasingly diverse population. Governments
and local authorities must effectively address the improvement of public service delivery in
diverse communities as part of a credible policy for managing migration.

Besides the relevance of work places and public services to the success of integration
policies, local authorities have a key role to play, in promoting integration, particularly in
big cities where immigrants are concentrated. Integration reguires proximity and, in
many European countries, migrants tend to concentrate in suburban areas, posing
new challenges to the management of those areas. The local level will be crucial
for establishing and promoting initiatives tc foster trust and cchesion within
local communities.

Cultural alienation represents another major challenge to integration and probably the
most difficult one. Resentment towards mainstream values fuels cultural marginalization
and is the breath of extremism, radicalization and violence. All European countries must do
more o foster a common understanding of shared values through education, through
debate at all levels and with all stakeholders. Europe must confront the eternal issues of
identity, in full recogniticn of the fact that identity, or rather identities evolve and multiply
rather than remain fixed in modern societies.
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Diversity and the respect for the cultural identities of different communities can and must
co-exist with basic, shared values which all citizens, irrespective of their origin, religion or
culture, are bounrd to uphold. These basic, universal values of European society include
democracy, human rights, equality between men and wornen, and human dignity.

The New Siooizi Eurone

3. The role of the European Union

The European Union must increasingly play a role in managing economic migration, given
the interdependence of Europe’s economies, Europe’s common external borders and the
porosity of its internal borders.

A common immigration and asylum policy must be developed in the European Union,
together with strong, new efforts for positive integration in our Member States.
This common policy must be based on Eurcpean solidarity between Member States and
with the countries of origin. Sharing the costs and responsibilities, building on rights and
duties for all, are natural points of departure. Focus must be placed on direct cooperation
with the countries of origin in order to promote co-development and legal migration and
tackle illegal migration. There is a need for a coherent and comprehensive European
approach based on progressive mutual interest and cooperation in the long term. Migrant
workers are not and shouid not be treated as an economic buffer for business cycles in the
European econcmy.

Legal economic migration must be properly managed, within a context of Member State
cocperation. At EU level, a standard admissions procedure should be introduced, in light of
the strong cross-border effects of differentiated admissions policies. Conversely, at national
level, EU Member States shouid remain the primary decision-makers in terms of numbers
of admissions, given the implications for integration policies.

Currently, migrants are admitted to one Member State but are not entitled to work in
another even if they find themselves unemployed and could fill shortages in ancther
European labour market. In fact, only migrants who become permanent residents, requiring
six years of residency, can move to another Member State. A better coordination of
admissicn policies is needed among Member States, since this potential mobile working
force could be of benefit to the Eurcpean economy {bearing in mind that only 2% of EU
citizens make effective use of freedom of movement).

Illegal migration has also highlighted the need for specific EU policies, including the
management of border controls. Channets for illegal immigration must be closed, based on
effective cooperation between Member States within the European Union. There is an
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ongoing violation of human rights causing death and abuse. Forced labour, slavery and
human trafficking must be fought head-on by using much better, integrated control
of internal borders as well as greater solidarity and burden sharing in the reception of
immigrants whe have been exploited. Sanctions are needed for adequate protection
of immigrants.

If Europe is to attract the best and brightest of immigrants on fair terms, Europe will have to
develop policies that balance our needs with those of immigrants and their home countries.
Migration is part of a partnership approach with countries of origin in the global framework
of EU development policy. Integrating the management of migratory flows in the context of
development policy is a highly relevant means for building a partnership with countries of
origin that will open the way to engage diasporas in the host countries as part of a tripartite
endeavour. This kind of partnership will also have a positive impact on the integration of
migrants in European societies by giving them a shared purpose in order to promote
the development of their countries of origin. Better integrated immigrants will be a more
effective component of this tripartite agreement and can have a positive impact in the
development of their countries of origin.

We, socialists and social democrats, have vital work to do in promoting the acceptance of
immigrants in our societies. We want to lead efforts for an "alliance of civilizations”,
including respect for cultural and religious diversity. in accordance with the European
Charter of Fundamental Rights. The fight against racism and xenophobia must be based on
strategies for integration and full employment. A far more in-depth dialogue must be
established with immigrant and ethnic minority communities, notably Muslim communities
in Europe. A dialogue must also begin between Europe and Islamic countries particularly.




The New &

147

CHAPTER 12

f

Social democratic thinking and policy-making was developed in naticnal and more recently
in EU-wide framewcrks. Globalization - with strong market forces and weak political
institutions - fundamentally challenges the traditional approach to policy making. However,
the basic social democratic idea of an integration of economic and social policies to make
them mutually supportive remains valid. These ideas are now gaining support, after many
years of neo-liberal views dominating the debate on globalization. This has been discussed
in an earlier policy report and poticy declaration of the PES. " The old Washington
Consensus is outdated and there is an urgent need for new thinking and for new initiatives.
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1. The imbalances of globalization

Gicbalization has produced serious
imbalances in terms of trade, Foreign Direct
Investment (FDI) and ICT between Europe
and the developing world. The fruits of
globalization are unevenly distributed
between and within countries in the
developing world. ~ Although 200 miilion
peopie have been lifted out of poverty in
merely a decade in East Asia, more people
live in poverty today than at the beginning
of the 1990s in sub-Saharan Africa and
Latin American. Despite an increase in total
world income of 2.5% annually, the number
of people living in poverty has in fact
increased by almost 100 million. This can at
least partly be explained by a phenomenon
now commonly kncwn as “jobless growth”
in Africa and Latin America, where most
people remain in informal or out of work
despite reasonably high growth rates.

Local economies, governance and welifare
institutions are often too weak to foster
job-rich growth and rising equality in the
developing world. The under-development
of the welfare state means that there are
few redistributive mechanisms to eradicate
poverty and extend cpportunities to the
poor majority. Fledgling local businesses
cannot survive the strength of internationat
competition from foreign muitinationals.
Rapid advances in productivity, thanks
to new technoclogy. achieved primarily
in industrialized economies have left
workers and entrepreneurs in developing
countries out in the cold. In addition, poor
governance and internecine conflict destroy

development opportunities along with lives,
in the absence of effective international
intervention, mediation and development
assistance.

In this compiex situation, there is a
profound need to re-define the EU global
potitical agenda. There is no other major
political entity in the world today than the
U that is capable to forcefully promote a
socially progressive internaticnal agenda.
Taking the lead on this agenda will be
in Europe's self-interest and in the interest
of people around the world. This
goes beyond the ambition of existing
development policies into promoting
a globat rcadmap for the development
of humankind in the decades tc come.

The same can be said about social
democracy itself. Today, as a political
movement, we are facing a new and
immense political challenge, which is
to construct and to promcte as broadly
as possible a socially progressive world
vision aiming at the combination of
econcmic development and social progress
in all relevant policies throughout the
governance scale: from loccal towards
national, regional and global policies.

Until a few years ago, this seemed like a
desperately huge challenge. More recently,
the international political context
has started to undergo significant change
which, although in an early and therefore
still fragile phase, represents an enormous
opportunity for us.




2. Decent Work as a global objective

%

In 1999, the ILO proposed the concept of
"Decent Work", endorsed as the over-
arching goal of the organization. Since
then, the work of the ILC World Commission
on the social dimension of globalization in
2004 and, in September 2005, the inclusion
of a clear political reference to the Decent
Work Agenda in the UN Social Summit
conclusions, have opened up a new
potitical space which we must now help
to further develop and use.

Decent Work puts the priority on four
strategic objectives:

raatio
Ensuring that employment and
income are placed as a central
obiective of national and inter-
national development policies.
More cpportunities to develop
the innate initiative, creativity
and entrepreneurial spirit of
people. Increased access to
skills development, training
and employability. An enabling
environment for investment,
enterprise development -
especially small ones, and
a fair linkage to the glcbal
economy. Combining productivity
and eccnomic performance with
security and stability.

ity

Respect for international labour

The New Socia fro "}49

standards, in particular freedom
of association and collective
bargaining, the elimination of
forced labour, child labour and an
end to discrimination at work
against the most vulnerable,
especially women. It means a voice
for all - especially the weakest in
society. Also labour ministries and
labour courts that have the means
to perform their functions.
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Safeguarding people against the
vuinerabilities and contingencies
of work and life - unemployment,
accidents, sickness and old age;
Safer and healthier working
conditions. combating HIV/AIDS
through the workplace; basic social
protection for those working in the
informal economy and bridges
towards the formal economy.
Identifying, based on experience,
what is the best balance between
private and public-led social
security systems in diverse
country realities.

Developing ownership and partici-

pation, addressing workplace
disputes and labour issues
through dialogue within the
enterprise itself, or at the sectoral,
national and global levels that
counterparts may prefer. Fostering
social cohesicn at the naticnal
level. Social institutions where
voices of all are heard - strong and
independent workers and empto-
yers organizations.
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Creating diverse possibilities for
conflict resolution as a key develo-
pment tool. Consensus-buiiding
between government, private
sector, parliaments, trade unions,
local authorities and citizens
groups, among others, on key
policy directions and tools
to implement Decent Work
objectives.

3. Integrating Decent Work into
EU policies

The ILO World Commission on the Social
Dimension of Globalization proposed that
decent work for all shouid become a global
goal for all international, regicnal, national
and locat public and private actors. At the
level of the EU institutions, the European
Commissicn supports the promotion of
decent work for all as a global geat in its
communication of 18 May 2004 "The social
dimension of globalization - the EU's policy
contribution on extending the benefits to
gli", making proposals on how to integrate
the Decent Work Agenda into relevant EU
policies, such as development or trade. This
approach was endersed by the Council in
2005.The EU need to foster an internatioral
political climate as favourable as possible
to the agenda's gradual integration into
global and, more importantly, national
policies, especially in poorer countries.

In addition to the EU policy level,
progressives must build broad-based sup-
port with civil society, businesses and trade
unions in favour of decent work as a global
objective. In this respect, initiatives such as

the Global Progressive Forum, could play an
important role, launched and supported by
the PES, its Parliamentary Group in the
European Parliament and the Socialist
International.

Building a New Social Europe and
promoting decent work for all are part and
parcel of the same progressive agenda in a
global perspective. They are closely
intertwined, reflecting the world's own
increased interconnection and, therefore,
increasingly common destiny.

As socialists and social democrats, and as
Europeans, we must systematically and
forcefully fight for a globalization with a
strong social dimension, because there can
ultimately be no future for a social Europe
in a purely competitive world in which social
rights are timited and broad-based job
creation is not actively promoted.

4. Developing a global approach to
global development

Dscent Werk will be an essential tool for
social and economic development across
the world and a vector for the achievement
of other development goals. Nevertheless,
the development agenda will remain
broader than decent work alone — socialists
and social democrats must also engage in
this agenda.

A new balance is indeed needed between
developed and developing countries in the
globalized world. A new debate should begin
on how this balance should be struck.
The achievement of the UN Miliennium




goals must remain a central element. The Eurcpean Union and its Member States should
strengthen its dialogue with other industrialized and develeping countries on the major
questions that must play a role in this balance: a fairer trade regime; a new approach to
intellectual property, including generic medicines against fatal diseases such as Aids and
malaria; meeting the 0.7% GDP target for development assistance; how to integrate develo-
ping countries into the global fight against climate change and environmental protection;
debt canceliation for developing countries; and reform of giobal institutions.

There can be no New Social Europe without a strong external dimension for the Eurcpean
Social Model. Europe has powerful tools to act in the world. Let us use them.
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People, parties and civil society were the driving forces behind the development
of welfare societies in Europe during the 20t century. The emerging new Europe -
enlargement, globalization, demographic change and technological development -
runs the risk of being driven by strong economic forces, leaving ordinary people outside
the political process with social exclusion and a democratic deficit as consequences.

Thus, a new strategy for democratic involvement is needed. This New Social Europe is an
invitation to sociatist and social democratic members, to trade unionists, to the responsible
business community, members and supporters of civil society movements, and ali other
interested people all over Europe to come together to shape these new strategies and new
policies - better economic, sccial and environmental policies, not fewer - to make Eurcpe
more inclusive, more dynamic and to make Europe stronger and more sustainable.

Cohesive societies will prcmote participatory democracies and be the strongest
competitive factor in the global economy of the 21st century. Because people, ideas,
learning throughout life, personal development and an active interplay between alt actors in
our societies will allow Eurcpean welfare states to be at the cutting edge of sustainable
economic and social development.

Rights and duties for all are the glue to ensure cohesion in the New Social Europe. The duty
of government is to ensure that all citizens have access tc public services, such as
education and social protection, and to guarantee political, civic, social and labour rights, as
well as to provide the conditions for full employment and inclusion in society. The right of
government is to expect that individuals and all other actors in society contribute to the
welfare society. Businesses have the right to expect stability, fairness and transparency in
the conditions of competition; their duty is to contribute to public finances and support the
achievement of full employment, heiping raise the skills and competences of the workforce
and playing a positive role in scciety through the tenets of corporate social responsibility.
The right of trade unions is toc organize, to bargain collectively, to fight for the interests of
workers and to play a part in binding, tripartite social dialogue; their duty is to contribute to
building an inclusive labour market. Individuals have the right to participate fully in society
and in the workforce; their duty is to seize the opportunities of high quality education and
training and all other means provided for enriching our human and social resources, in their
own interest and in the general interest of society as a whole.
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Rights and duties apply to everyone in society. The time has passed for top-down
policy-making and governance. Now, it is time tc engage all actors in society, using the
capacities and experience of each fowards our common goals. Without participation in the
broadest sense, we will not manage to introduce this new agenda as a positive force for
society at large. People, parties and civil society will have to work together to revitalize
Europe’s welfare societies and our democracies.

Civil society organizations are gaining ground because of their ability to fill
a gap between the market and the state, between business and government.
They represent a unique combination of private structures and public purpose, of flexibility
and involvement.

Civil society is a broad and complex concept, encompassing informal as well as formal
organizations, religicus as well as secular organizations, organizations performing
expressive functions — such as advocacy, envircnmental protection cultural and political
expressions — as well as those performing essentially service functions, such as the
provision of health education and welfare services. Furthermore, civil society organizations
can have paid staff as weli as being staffed entirely by volunteers.

A global study of civil society, based on data from 35 countries, of which 18 are European
countries, has pointed out that the civil society is a considerable economic force.
The strength of these organizations varies between countries; the sector is relatively larger
in Western Europe and Scandinavia - with the Netherlands, Belgium and Ireland in the lead
- than in Central Europe where civil society has a very limited role in the Czech Repubtic,
Hungary, Siovakia, Poland and Romania.

Civil society organizations deliver a variety of human services; they are well known for
identifying and addressing unmet needs, for innovation and for serving those in greatest
need. They are also of great importance for their advocacy role. They identify problems and
bring them to public attention: “The civil society is the naturol home of social movements
and functions as g critical social safety valve, permitting aggrieved groups to bring their
concerns to broader public attention and to rally support to improve their circumstances”
They also play a central role in community building, in the creation of “social capital”.

The way civil society is organized and functions differs from one part of Europe to another,
reflecting the different forms of development paths of our welfare societies:

@ In continental Europe, the civil society sector is generally quite large,
averaging almost 8% and exceeding 10% in Belgium and the Netherlands.
Much of this tabour force is paid, not volunteer. The organizations have access
to substantial levels of public sector support. Nearly 60% of civil society
sector revenue comes from the public sector. Thus, civil society has an
important role in channelling welfare support to individuals;
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@ In the UK there is an old and longstanding tradition of reliance on private
charity. However, government involverment in sccial welfare provisions has
expanded in recent decades. Still, non-for-profit organizations play a
significant role in the UK;

@ In the Nordic countries, civii society is strong, due to a sizeable volunteer work-
force, but fewer paid non-for-profit workers. In the Nordic countries strong
advocacy and professional organizations are at the centre of civil society, play-
ing an important role in the public debate and in public policy making. In
Denmark up to a third of the population are engaged in volunteer work, with a
higher degree of paid work than in the other Nordic countries;

@ Finally, civil society in Central and Eastern Europe is still very smali, much less
developed than in Western Europe and Scandinavia. The diminished size of civil
society is a heritage of the old regime, which did not allow freedom of action and
freedom of expression, necessary conditions for civil society to flourish.

The New Saaini Furane

Civil society is a unique and important force for strengthening Europe’s social capital and
its social cohesion. It must be fostered as an important contributor to building the New
Social Europe.

However different Europe might be in these respects, there is much common ground with
regard to social responsibility and democratic involvement, a unigue basis for cooperation
in the challenges which lie ahead and a streng force to be mobilized for the reform of the
European Social Model.

New Social Europe is an invitation to people, parties and civil society. It will be developed on
the basis of debate and dialogue to serve as a model for the active involvernent of people all
over Europe in policy-making for the 215t century to vitalize both our welfare societies
and our democracies.
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Can Europe afford to build a New Social Eurcpe, a new and inclusive welfare society?

The traditional argument from conservatives and neo-liberals has always been that Europe
cannot afford our welfare societies - the European Social Medel - because of the pressures
of globalization. But this argumentation has become a cliché, with no foundation in reality.
There is indeed no evidence to show that countries with large public sectors are being
undermined by competitive, global pressures.

Foreign Direct Investment decisions depend on far more than the tax environment of the
host country in question. Good governance, transparency, stability, a highly qualified
workforce, high rates of innovation, high quality infrastructure and public services all play a
crucial role in attracting investments into a country. A modern and strong public sector and
well-developed social policies are productive factors. Europe’s societies have compelling
success stories to tell on the pursuit of social justice, economic develcpment and
environmental sustainability as mutually supportive goals.
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The right combinaticn of new, progressive
reforms and focused growth policy
wiil not only make our sccieties more
competitive and more inclusive, but will
also improve public finances.

Unemployment is much more costly for
individuals and societies than many are
aware. Low growth, high unemployment,
low gqualifications, old fashioned
structures all transiate into low tax
revenues and high public spending for our
sccieties. Public policy intervention to
stimulate new investments, to reach full
employment and pursue sustainability
through smart, green growth will be many
times more cost-effective and beneficial
for public finances in the medium to long
term than the heavy real costs of
non-intervention,

That is why the long-term prospects of
financing a New Social Europe are there.
The initiatives detailed in this report,
to create a new and inclusive welfare
society, will contribute to positive sustaina-
ble development in the long run. It is about
making our societies proactive and
dynamic - both in the private and the
public sectors.

Studies have shown that the welfare costs
of a society are broadly comparable, but
produce very different social ocutcomes as
a result of the public/private mix chosen.
While the US has net public expenditure of
17.5% GDP, its private expenditure -
including health, higher education and
pensions - raises its total social protection
spending tc 25.8%, which is almost that of

Italy 's (26.4%) and far closer to Germany’s
total of 28.9% and Sweden's totai of 30.6%
than one would initially expect.

Private sccial protection is expensive: the
public costs of private sccial protection
provision can amount to around 1.5% points
of GDP in tax subsidies and incentives.
Moreover, in a system in which private
expenditure takes on an important role, an
individual's spending capacity and choice
gains higher importance. In the US, over 40
million citizens have no health insurance.
However, the US is spending more on health
than the EU: 14.7% for the US and an
average of 7.6% for EU countries. Still US
citizens have a healthy life expectancy
below that of Europeans. :

So the real questions Europe should be
answering are the following:

@ |s Eurcpe willing to go down the
track of higher exclusion for
the illusion of a cheaper welfare
state?

% Or, should Europe commit itself
to a more effective welfare state
with better inclusion and higher
employment?

Europe'’s socialists and social democrats
are in no doubt. What we need in our New
Social Europe are better social policies, not
fewer - better learning for life, investments
in child care, active and inclusive labour
market policies, effective integration of
imrigrants - enabling everybody to partici-
pate in the long-term sustainability of the
welfare state.




1. Generating new resources to
finance the New Social Europe

The purpose of the New Social Europe is
to better use our most precious resource -
people’s will to work, take new initiatives,
create new resources - by making
economic policy, sccial and environmental
policies mutually supportive and sustainable.
In eccnomic terms the purpose is %o
get more hours worked over the iife course
and more output per hour worked. In
terms of sustainability, the purpose is to
achieve this in the framework of diminish-
ing pressure on the environment.

There will broadly be five ways of generating
new resources for the New Social Europe.
These include:

% Obtaining higher economic
growth through simultaneous
investment strategy across the
European Union and better
economic policy coordination;

@ Improving productivity for
greater prosperity;

@ Increasing employment and
cutting unemployment;

« Sustainability;

» Changing the structure of public
expenditure.

.

The effects in additional growth and
empioyment will be significant. Where
possible the best, but also the most
conservative, estimates are cited here.
The growth and empioyment effects of
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each action cannot be added for a final
global estimate, but should be taken as
indicative of the magnitude of Europe’s
potential gains if Europe commits to
building this New Social Europe.

Macroeconomic calculations show the
positive, long-term effect of structural
changes in the labour market and the rest
of the eccnomy, raising the numbers in
work, reducing structural unemployment
and increasing productivity, as proposed in
the New Social Europe.

The impiementation of the PES growth
and investment strategy in the next 4 to 5
years and the realization of our long-term
strategy for the New Social Europe, gives
us a future based on sustainable financing
of proactive welfare states, excellence in
economic performance, social inclusion
and environmental sustainability.

By combining a shorter term investment
strategy with a long-term roadmap,
our welfare states in the 21st century are
not only affordable, but productive
and sustainable. As illustrated in macro-
economic calculations, the New Social
Europe would create new jobs for almost
10 million people in the period until 2020,
in addition to the number that would be
created in the framework of current
policies. Current accounts and public
budgets would be in better shape:
Europe 's people would be better off. And
future generations would benefit from
smart, green growth, protecting our
environment from degradation and
climate change.




The EU-2%5 average growth rate has
reached an average of 2.2% GDP in real
terms in 2006. This means that we will this
year have 2.2% GDP more for public and
private consumption or investments. But
more additional resources wiil be needed
to achieve the New Social Europe.

If all Member States participated in a
simultaneous Pan-European investment
strategy. the synergies would generate an
additionat 0.7% and 0.2% GDP annually
for the EU-15, and for the EU-10, there
would be growth in the first year of an
extra 0.7% and then further increases in
growth in subsequent years. The effect
over a 4-5 year period of implementing the
strategy would be 4 million new jobs. The
long-term effects would be greater, once
investments were fully absorbed.

Economic policy coordination would serve
to reinforce this growth effect, generating
even higher resources in the long term.

Growth in productivity. i.e. more output per
hour, has been slow in the EU in the last
few years and Europe is lagging behind the
US. However, some countries, like France
and Germany, show a performance in par
with the US in preductivity per hour
worked. By focusing strongly both cn
promction of change and on management
of change, a huge potential for economic

growth could be made availabie. The key to
success is investment in knowledge -
education, raining and iearning throughout
life - for effective use of modern technology.

There are 18 million people, or 8% of the
working age population registered as
unemployed in EU 25, a high level. There is
about 64% of the working age population,
who are employed, a low level. Through
a more successful employment policy,
raising the employment level to 70%
and above, the ievel of GDP can be
increased by 10%, a huge potential for
more prosperity and welfare. This will
increase both private and public income
and will reduce public expenditure for
unemployment benefits and other income
maintenance programmes.

Reaching the target of a 70% rate of
employment by 2010 - up from 64%
today - would generate an additional
7.7% GDP in 2025.  The New Social
Europe should aim for even higher
employment, given that scme Member

tates already exceed the 70% target
rate of the Lisbon Strategy.

o

Higher and more productive employment
will have to be achieved with less pressure
on the environment. Investment in
sustainability - new knowledge, new
technolegies and new infrastructure - will
promote economic growth and make the
ecoromy more environment friendly. i.e.
“smart growtn’.




Reaching the R&D target of 3% GDP by
2010, and maintaining 3% GDP per year,
would generate an extra 10% GDP to the
European economy in the best scenario
and an extra 3% GDP in a conservative
estimate by 2025,

Energy efficiency would generate energy
savings of 20% of energy consumption by
2020, with savings of up to €60 billion for
the European economy. Investments in
sustainable forms of energy would also
generate sustainable growth and jobs.

A shift away from consumption, notably
unproductive income transfers such as
for early retirement and away from
unproductive subsidies and investrents
in old technologies, to productive invest-
ments - in child care, active labour
market policies, education and training,
lifelong learning, ICT and sustainable
sources of energy. Most EU-15 countries
will be able to do this within current levels
of public expenditure. However, the
majority of new Member States will need
to gradually raise their levels of public
expenditure as their economies grow.

These observations illustrate both the
growth potential of the European economy
and the need for better policies, national as
well as European, to build a strong, vital and
job creating economy with an inclusive
labour market, the overarching objective of
the New Social Europe.

The public sector should act as a dynamic
factor in our societies:
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@ Improving the regulatory environ-
ment. Bringing down administra-
tive burdens, compliance costs
as part of a drive for "better
regulation”, rather than deregu-
lation in the nec-liberal thinking;

@ Better services to citizens to
promote activity and inclusion;

@ Improving transparency and
fighting corruption will create a
better environment for healthy
growth and public revenues;

@ Promoting new investments
and initiatives for sustainable,
higher economic growih and
job creation.

2. Deploying the EU budget for the
New Social Europe

The European Union can also contribute to
supporting the financing of the New Social
Europe through its budget. For the 2007-
2013 period, the EU budget is set at a
maximum total figure for the enlarged
EU of €862,363 million in appropriations
for commitments, representing 1.045% of
EU GNI. While small in comparison to
national budgets, the EU budget has an
important role to play in achieving the
EU's objectives.

In the 2007-2013 period, the EU budget
will be spent on the following policies: 43%
on the preservation and management
of natural resources ({notably the
Common Agricultural Policy) 35.7% on
competitiveness and cohesion; 8.4%
on competitiveness for growth and
employment; 5.8% on the EU as a global
partner (notably development policy);
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5.8% on administration; and 1.2%
on citizenship, freedom, security and
iustice.” Europe’s socialists and social
democrats must ask themselves whether
the right baiance is being struck between
policy areas to focus resources on the
political ambitions of building a New Social
Europe. The main basis for the revision
of the European budget must not be the
budgets of the past but the political
ambitions for the future of Europe. For
socialists and sccial democrats, the
New Social Europe encapsuiates these
ambitions for the future.
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The European Council of March 2006 gave
a clear mandate for the revision of the
Eurcpean budget. In its conclusions,
it is stated that a “comprehensive reasses-
sment of the financial framework, covering
both revenue and expenditure, to sustain
modernization and enhance it, on an
ongoing basis” is needed. Moreover, it
points clearly to a “full wide ranging review
covering all aspects of EU spending,
including the Common Agricuitural Policy,
and of revenue, including the UK rebate, to
report in 2008/2009"

It is now the time to carefully evaluate
not only the EU budget but also national
budgets, identifying which policies could
benefit from the pooling of resources at
EU level and vice-versa, in full respect of
the principie of subsidiarity, and in view of
the political ambitions defined for
the European Union. One example is
the Structural and Cohesion Funds,
representing just over one third of the
EU’'s budget, representing a key lever
for upwards convergence in the New
Sccial Europe.

The synergies of doing things together at
EU level must be well documented and
properly demonstrated. The recent decision
of Defence Ministers tc create a voluntary
fund to finance military reiated research
at Eurcpean level, thus avoiding the
duplication of national research efforts,
is an example of the EU generating
added-value.

Eurcpe’s socialists and social democrats
must participate actively in this review
of the European budget, taking account
of the role it can play in contributing
resources to the develepment of the New
Social Europe.

3. Protecting our capacity to finance
the welfare state: acting against
fiscal dumping

The European Union has always pro-
moted competition between firms - the
purpose of the Single Market — but was
not founded on the idea of competition
between states. The future financing of
Zurope 's weifare states — of the New
Social Eurcpe - will aiso depend on
Europe 's cormmitment to protect against
fiscal dumping.

However, there has been a downward
pressure on corporate taxes, with the
EU's average rate {25.04%) falling below
the CECD average and well below the US
average {40%). In addition, the flat tax
phenomencn - which has swept Estonia,
Latvia, Lithuania, Slovakia and Romania
over the past few years — poses a threat
to the financing of progressive public




policies in cur weifare states. Thus, some
Member States see tax competition as a
real threat and are launching reinforced
political cocperation on the corporate
tax base.

Member States currently decide
unilaterally upon lowering their corporate
tax base with a view tc attracting more
foreign companies to their territory. This
has clear effects on other Member States
especially neighbouring states. Comnpetitive
tax reducticns cannct be a replacement
for the former competitive devaluations.
This could put the whole of EMU
in jecpardy.

The lack of ccherence in the corporate
base and rate across the EU alsc poses
problems to international companies
that wish to operate in the Eurcpean
market and makes the compietion of
the internal market more difficult.
The Lisbon Strategy stresses that
key reforms are still needed tc complete
the Internal Market and that these
should be given specific attention.
The bulk of the action taken by the EU
in the field of taxation policy addresses
issues related to the establishment and
functioning of the Internal Market.
At present, several aspects of the
functioning of national tax systems
have negative effects on market integra-
tion or prevent the advantages of a Single
Market from being fully exploited.
Moreover, because the current business
environment is more conducive to
cross-border activities than was the case
two decades ago, tax obstacles are now
more evident as remaining barriers in the
Internal Market.
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The removal of such obstacles would aliow
businesses to make sounder economic
choices that are based on the preductivity
of factors and are iess distorted by
the influence of certain extra costs. This
would lead to an increase in the output of
the economies of Member States and,
depending on the conditicns of the
relevant product markets and the actual
behaviour of firms, downward pressures
on costs and prices. This, in turn, woutd
result in welfare gains.

The introduction of flat taxes imposes
burdens on the poor, benefit the wealthy
disproportionately and increase deficits, It
also diminishes the capacity to finance
social policies. Government revenues are
key to the reform cof the welfare state and
its financing should not be undermined.

The present coexistence of 27 different
and sometimes even mutually incompati-
ble corporation tax systems in the EU de
facto imposes supplementary compliance
costs and offers few opportunities
for cross-border loss compensation,
even though such loss compensation
frequently exists for purely domestic
situations.

This should not happen in a truly Single
Market. While in their commercial
activities (research, production, invento-
ries, sales, etc.) companies increasingly
tend to treat the EU as one Single Market,
they are obliged, for tax purposes alone, to
segment it into national markets.

Corporate tax rules treat cross-border
activities in the EU differently and
frequently less favourably than similar
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purely domestic activities. This encourages firms to invest domestically and deters
participation in foreign companies and the establishment of subsidiaries abroad.
At the same time, inconsistencies between national systems open possibilities for tax
avoidance. Cross-border economic activities in the EU are also confronted with a
number of other taxation measures, particularly in the VAT system, which impose
cumbersome obligations and act as barriers to trade and investment.
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Cross-border activities lead to statistically significant increases in compliance costs for
all companies. Small and medium-sized enterprises are particularly vulnerable to such
obstacles since compliance costs are proportionately higher for SMEs than for large
companies, and relief from these obstacles could considerably increase SMEs'
participation in the Internal Market, that is at present much tower than that of large
companies. This results in economic inefficiencies and a potentially negative impact on
economic growth and job creation.

As a first step, current initiatives to establish a minimum corporate tax base should be
pursued with the aim of improving the functioning of the Internal Market. Stronger
convergence of corporate tax rates should alsc be discussed. A Common Consclidated
Corporate Tax Base would permit cross-border offseiting of losses and would solve the
current tax problems linked to cross-border activities and restructuring of groups of
companies. A method for sharing the consolidaied tax base between Member States so
that each state could apply its own tax rate to its share of the consolidated base would
have to be agreed. This method should iead tc a simpler and more transparent
corporate tax system in the EU and prevent the risk of competition between states on
the basis of fiscal dumping.
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