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We are launching today a modernisers’ manifesto. A manifesto for modernising
the Centre Left and social democracy. A manifesto for modernising Europe.

In the last two years a new generation of Centre-Left leaders has come to power
in Europe. Of course the reasons why those election victories were won had a
lot to do with specific national circumstances. However this new generation all
share one thing in common.

We recognise we live in a world of change: we see our task as politicians to
make change our friend, not our enemy.

We know that to succeed we must pursue reforming policies that measure up to
the technological, economic and social challenges of the emerging world.

We must combine the economic dynamism that Europe desperately needs with
the commitment to social justice that remains at the core of our beliefs.

That 1s why when Gerhard Schroeder first came to London as the newly elected
Chancellor of Germany, the two of us decided to set up a working group with a
remit to examine the question of how best to achieve that goal in modern
conditions. How to put some joint ‘flesh on the bones’ of the concepts of the
Third Way and Neue Mitte that we had both separately articulated.

This document demonstrates beyond all doubt that the common ground between
our respective conceptions of where social democracy needs to modernise, and

between the British and German approaches to the issue of economic reform in

Europe, is both broad-based and solidly founded.

The politics of the Third Way and Neue Mitte are not without their critics — and
some of the most outspoken sometimes from within our own parties. But in both
our countries we are developing policies that give modern expression to the
timeless and unchanging values that first brought us into politics and sustain us
through our political lives.

Fairpess and social justice. Liberty and equality of opportunity. Solidarity and
responsibility to others. We will never sacrifice those principles.

Also we are rightly proud of the social democratic achievements of the past. In
Britain, we see the NHS as Labour’s crowning achievement. In Germany, you
look to your system of social welfare. But the task for politicians of the present
day is not to regard the historic achievements of a proud past as a trophy you
place on the mantelpiece for all 10 see, occasionally removed for a dust and
polish.
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Our job is to make these values in which we believe, live again for the world of
today, give fresh hope, bring greater progress, because of renewed relevance.
This is what this Declaration does.

Today’s social democrats have to recognise three factors about the world which -
simply did not apply to the Centre-Left governments of earlier decades.

First, we live in a world of global capital and rapid knowledge transfer. We
cannot as governments guarantee prosperity for our people by putting up barriers
that protect then against the rigours of the new competitive challenge. But what
we can do is equip people with the capabilities to meet that challenge.

We are not laissez-faire market liberals who say to people - let the future wash
over you and rejoice that only the strong will survive. Social democrats support
a refashioned role for government - to pursue a new supply side policy for the
left.

Stimulating competition. Reforming tax systems to promote growth. Investing
in education and skills, science and infrastructure.

Fostering enterprise. Making work pay. Tackling social exclusion.

Reforming the welfare system from a safety net of entitlements into a springboard
to personal responsibility.

Secondly, the nature of economic activity is changing. We are moving from
economies that depended on the power of mass production to a very different
knowledge based economy.

This new economy offers a tremendous opportunity. It gives Europe a chance to
catch up with the United States. It offers millions of our people the chance to find
new jobs, learn new skills, pursue new careers, set up and expand new

businesses - in summary, to realise their hopes of a better future. ¥ \%’5

But social democrats have to recognise that we will only fully succeed with our
faimess agenda if we back to the hilt the potential of innovation and enterprise to
generate new growth and more jobs. Rigidity and over-regulation are the
enemies of our success. We need to become more flexible, not less. We need
more entrepreneurship and risk-taking, not less.

We need to ensure that our high tech firms enjoy the same access to the capital
markets as their US rivals.
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Thirdly, experience has taught social democrats that it is not only markets that
can fail: governments can do so as well.

That is why we agree that there must not now be any reversion to the failed
policies of the 1970s. That is why we both emphasise the importance of macro
economic stability and sound public finance. That is why we recognise together
the need for government to reform itself in order to make itself effective in
overcoming the structural obstacles to Europe’s economic success.

The old Europe was driven by the impulse to harmonise. Once we had a Single
Market, many imagined Europe would move towards harmonised tax systems
and harmonised labour standards. But this model of harmonisation is no longer
appropriate to the economic circumstances we face.

Certainly Europe’s social model needs to modernise. But the task today is the
common goal of economic reform.

We have a diverse Europe in which we need to learn from each other. That is
why the Declaration puts so much emphasis on benchmarking of best practice: a
task we now intend to pursue in earnest.

Britain and Germany have a lot to teach each other.

Nor is this an exclusive partnership. For example, in Sweden, Denmark,
Austria, Finland and the Netherlands, and also in France, Italy and Portugal,
there is considerable thought and experience to be incorporated into a new social
democratic consensus.

I say this on the Elections to the European Parliament on Thursday. They are
Important.

slis

There is a very clear choice.

I believe Britain should be part of the EU, be constructive, form alliances, lead in-
Europe, not leave it. Over fifty per cent of our trade is with Europe. Millions of
jobs are dependent on Europe. Britain’s future lies in Europe. I have no doubt
of that.

On EMU, we are in exactly the right position.

We were not in the first wave for very good economic reasons. We believe
Britain should be part of a successful single currency. We have stated our
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intention to join provided the economic conditions are met and the people give
their consent in a referendum. The intention is real. The conditions are real.
That is the sensible position.

To cancel planning for the Euro, as the Conservative Party are now saying,
means we could not join the Euro at a future date, even if we wanted to. This is
extreme. It is wholly against the true British national interest.

But Europe also is vital to us in other ways. Over the past few months, Gerhard
and I have had many difficult decisions to take on Kosovo - and as I hope, we
move from winning the war to securing the peace, even more of the
responsibility will jointly fall on our shoulders, and those of our partners within
the European Union.

That is why to be anti Europe is not to be pro-British. It is to undermine our true
interests in the name of proclaiming them.

When we stood for election two years ago, I said that a new and more positive
relationship with the rest of Europe was a key strategic goal of the New Labour
Government. ¢

In just over two years, I believe we have transformed our relations with Europe,
and we have seen the results: in progress on the beef ban, unthinkable under the
last Government; in the successful defence of the UK abatement; an excellent
settlement for the regions from the Agenda 2000 discussions; and in the debate
on economic reform. lts

In that election, two years ago, you may remember, the Conservatives used the
last German Chancellor, by mocking up a picture of me upon Helmut Kohl’s
knee. If ever anything showed how the Conservatives were no longer to be taken
seriously in Europe, that did.

Today, a new Chancellor appears in a rather more constructive role, showing that
Britain need not be isolated in Europe.

Showing that Britain is a2 modern nation with influence again. Building alliances.
Sharing ideas. Working together for the good of Britain and the good or Europe.

Showing that it is possible to give leadership in Europe again.

Two years ago the British people rejected the narrow nationalism of the Tories.
Yet the Tories have learned nothing.
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They are getting pushed further and further to the margins of Europe, so that
they might as well not be in it at all.

And that js the choice: leading Europe, or leaving Europe.

A Labour Party united around the pro-Europe, pro-reform position we set out
today. Or a Tory Party as divided and rudderless as ever.

A modern, confident Britain, helping to build a modern, confident Europe. Or a
Britain marginalised, moving backwards.

I have no doubt that our future lies in Europe.

I am delighted and honoured that Gerhard Schroeder, a man for whom I have so
- much respect, has come here today to launch our joint Declaration.
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~ Introduction

~Social democrats are in govemment in almost all the
countries of the Union. Social democracy has found new
acceptance — but only because, while retaining its

traditional values, it has begun in a credible way to renew

its ideas and modemise its programmes. It has also found
new acceptance because it stands not only for social _
justice but also for economic dynamism and the unleashing
of creativity and innovation.

The trademark of this approach is the New Centre in
Germany and the Third Way in the United Kingdom. Other
social democrats choose other terms that suit their own
national cultures. But though the language and the
Institutions may differ, the motivation is everywhere the
same. Most people have long since abandoned the world
view represented by the dogmas of left and right. Social
democrats must be able to speak to those people.

3|25
Faimess and social justice, liberty and equality of
opportunity, solidarity and responsibility to others — these
values are timeless. Social democracy will never sacrifice

- them. To make these values relevant to today’s world
requires realistic and forwardHooking policies capable of
meeting the challenges of the 21st century. Modemisation
is about adapting to conditions that have objectively
changed, and not reacting to polis. ’
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Similarly, we need to apply our politics within a new
economic framework, modemised for today, where _
government does all it can to support enterprise but never
believes it is a substitute for enterprise. The essential
function of markets must be complemented and improved
by political action, not hampered by it. We support a market
economy, not a market society.

We share a common destiny within the European Union.

We face the same challenges — to promote employment
and prosperity, to offer every individual the opportunity to
fulfil their unique potential, to combat social exclusion and
poverty, to reconcile material progress with environmental
sustainability and our responsibility to future generations, to-
tackle common problems that threaten the cohesion of
society such as crime and drugs, and to make Europe a

more effective force for good in the world. 16(25

We need to strengthen our policies by benchmarking our
experiences in Britain and Germany, but also with like-
minded counterparts in Europe and the rest of the world.
We must leam from each other and measure our own
performance against best practice and experience in other
countries. With this appeal, we invite other European social
democratic govemments who share our modemising aims
to join us in this entemprise. '
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Learning from
experience

Atthough both parties can be proud of our historic
achievements, today we must develop realistic and feasible
-answers to new challenges confronting our societies and
economies. This requires adherence to our values but also
a willingness to change our old approaches and traditional
policy instruments. In the past:

a9
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* The promotion of social justioce was sometimes confumed with the
imposition of equallty of cutcome, The resutt was a neglect of the
Importance of rewarding eBort and responaibility, and the assoolstion of
sccial democracy with conformity and modlocrity rather than the
celebration of creativity, diversity and excellence. Work was burdened
with ever higher costs.

* The means of achleving social justice became identified with ever higher
lovals of public spending regardiess of what they achleved or the impact
of the tnxes required to fmd It on competitiveneas, employment and
Rving standards. Decent public services are a vital concemn for social
damoorats, but acclsl conscience cannot be measured by the level of
public expenditure. The real test for society is how effectively this
expenditure Is used and how much it enabisa people to help themseives.

* The belief that the state should address damaging market fallures all too
often led to a dispropartionate expanalon of the government's reach and
the bureaucracy that went with it. The balance between the individual
and the collective was distoritnd. Values that sre important to olitirens,
soch as personal achisvemnent and succoess, entrepreneurial spirit,
individua! respomalbility and commmlty spirit, were too oftsn
subordinated to universal social safeguards.

* Too often rigihts were elevated above responsibilities, but the
responsibiiity of the indvidmal to his or her tamily, neighbourhood and
society cannot be officaded on to the stats. If the concept of mutual
obligation s forgotten, this results in a deciine in community spirit, iasck
of responsibility townards neighbours, rising crime and vandalism, and a
logal system that camot eope.

* The ablfity of national govenunents to finetune the economy in order to
secure growth and jobs has been exaggerated. The mportance of
indtvidual and business entsrprise to the oreation of wealth has been
undervalued. The weaimesses of marksts have been overstated snd thelr
strongtivs underestimated.

eV
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New programmes
for changed
realities

ideas of what is ‘left-wing’ shouid never become an
ideological straitjacket.

The politics of the New Centre and Third Way is about
addressing the concems of people who live and cope with
societies undergoing rapid change — both winners and
losers. In this newly emerging world people want politicians
who approach issues without ideological preconceptions
and who, applying their values and principles, search for
practical solutions to their problems through honest well-
constructed and pragmatic policies. Voters who in their
daily lives have to display initiative and adaptabiiity in the
face of economic and social change expect the same from
their govemments and their politicians.

\Z \‘1/5
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* In a workd of ever more rapkd giobalisation and solentific changes we
nood to creats the conditions in whinh axisting businesses can prosper
and sdapt, and new businesses can be set up and grow.

* New technolagies radically change the natura of work and
intamationallse the organiastion of prodaction. With one hand they de-
sidil and mole some businesses obsoiets, with another they creats new
business and voosational opportunities. The most Important task of
moderniaxtion is to brvest in human capital: to maie the ndividunl and
businesses fit for the knowiadge-based economy of the future.

'mm“bbbrlﬂoblmudﬁbmwmmm
accommodsate the f1owing demanda for flaxibiity — and at the same time
maintain minimum social standards, help tamilles to cope with change
and open up fresh opportunities for those who are unabie to keop pace.

* We face an Increasing chaflenge in reconcliing environmental
responsibiity towards future genarstions with material progress for
society at large. We must mary environmental responsibliity with a
modem market-based approach. in emvironmeantal protection, the most
modem technologies consuime fewer resources, open Up new markats and
creats new jobs.

* Public axpenditure as a proportion of national iIncome has more or Jess
reached the limits of scceptabllity. Constraints on ‘tax and spend’ force
radieal modemisation of the pudlic sector and reform of pubiic services
to achieve better value for money. The public sector must actuslly serve
the citizen: we do not hesitnte to promote the concepts of efficiency,
competition and high perfonmancs.

* Soclal security systems need to adapt to changes in e expoctancy,
tamily structures and the role of women. Social democrats need to find
ways of combating the ever more pressing problema of crime, social
disintegration and drug sbuse. We need to talke the lead in shaping 8
society with equal rights for women and men.

* Crime is a vital political issue for medern social democrats. We consider
safety on the strest to be a civil ight. A policy to make oRtles wocth
Aving in fosters community spirtt, creates new jobs and makes residential
arems safer.

* Poverty remains a central conocem, especially amony families with
chiidren. We need specific measures for those who are most threataned
by marginafisation and social exclualon.

Thig also requires a modem approach 10 government

= The state should not row, but steer: not so much control, as challenge.
Solutions to problems must be joined up.

* Within the public sector bureaucracy at aB lsvels must bs reduced,

performance targets and objectivea formulated, the quality of public
services rigorously monttored, and bad performance rooted out.

* Modern social democrats soive problems where they can best be solved.
Some problems can now oaly be tacided at Europesn level: others, such
as the recent financlal crisas, requite increased international co-
operation. But, as a general prinalpie, power ashould be devolved to the
lowest possible level

m\L9
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For the new pollitice to succeed, it must promcts & go-ahead mentality snc a
new entrepreneurial spirit at all levels of gociety. That requires:

* p competent and well-trained workforoe sager and ready to take on new
responsibiiition

* a social security system that opens up new opportumities and encourages
initiative, creativity and readiness to take on now challenges

= @ positive cimate for entreprensurial independence and initiative. Small
businessas must become esaler to set up and better able to survive .

* we want a sociaty which celebrates successful entreprensurs just as
It does artists and foothallers — and which values creativity In all
spheres of Hife.

Our countrias have different traditions in dealings between state, industry,
trade unions and social groups, but we share a conviction that traditional
conflicts at the workplace must be overcome. This, above ell, means
rekindling a spirt of community and solidarity, strengthening partnership and
dialogue between all groups in soclety and developing a new consengus for
change and reform. We want all groups In society to share our joint
commitment to the new directions set out in this Dectaration.

immediately upon taking office, the new Social Democratic government in
- Germany gathered the top representatives of the polttical sector, the business
' communtity and the unions around the table to forge an Alllance for Jobs.
Training and Competitiveness.

* We want to see real pertnership at work, with employees having the
?ﬁponudtyofahuhgtho rewsrds of sucoess with employers.

*= We aupport modern trade unions protecting individuals agminst arbitrary
behaviowr, and working in co-operation with employers to manage change
and create long4erm prospettty.

+ n Europe - under the umbrelin of a Europsan employment pact — we will
strive to pursue an ongoing dislogue with the soclal partners that
supports, not hinders, necessary economic change.

\-’7\ z
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A new supply-side
agenda for the left

_The task facing Europe is to meet the challenge of the
global economy while maintaining social cohesion in the
face of real and perceived uncertainty. Rising employment
and expanding job opportunities are the best guarantee of
a cohesive society.
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The past two decades of neollberal Ialgserfaire are over. In its place,
however, there must not be a renaiggance of 1970s-style reliance on defich
spending and heavy-handed state intervention. Such an approach now points
in the wrong direction.

Our natlonel economies and global economic relationships have undergone
profound change. New conditions and new realtties call for a re-evaluation of
old Ideas and the development of new concepts.

in much of Europe unemployment is far too high — and a high proportion of it
Is structural. To address this challenge, Europe’s social democrats must
together formulate and implement a new supplyside agenda for the left

Our aim Is to modemise the welfare state, not dismantle t= to embark on
new ways of expressing solidarity and responsiblitty to others without basing
the motivation for economic activity on pure undiluted self-interest.

The main elements of this approach are ag foliows:

A robust and competitive market framework

Product market competition and open trade is essential to stimulate
productivity and growth. For that reason a framework that allows market
forces to work property is eggential to economic success and a pre-condition
of a more succassful employment policy.

* The EU should continue to act a8 a resolute force for llberafisation of
worid trade.

* The EU should build on the achlevernents of the single markst to
mwmmmmmmmdmm.

4

A tax policy to promote sustainabie growth

in the past social democrats became IdentHfied with high taxes, aspecially on
businegs. Modemn sociel democrats recognise that in the nght circumstances,
tax reform and tax cuts can play a critical part in meeting their wider social
objectives.

For instance, corporate tax cuts raise profitability and strengthen the
incentives to invest. Higher investmem expands economic activity and ]
increases productive potential. It helps create a virtuous circle of growth l?
Increasing the resources available for public spending on social purposes.

* The taxation of companies should be simpilified and corporation tax rates
cut, aa they have been by New Labour in the UK and are pianned by the
federal govemment in Germany.

* To ensure work pays and to bmprove the faimess of the tax system, the
tax burden borne by working tamflles and workers should be alleviated, as
begun in Germany (through the Tax Rellef Act) - and the introduction of
Mrwm’ofmmmdeWbmaﬁkh
Britatn.

* The willingness and abfiity of enterprises — especially small and medhum-
alzrad entsrprises — to invest should be enhanced, as intended by the
Social Demoaratic government in Germany through the reform of the
taxes on businesses and as shown by New Labour's reform of capital
grins and business taxes In Britain.

* Overall, the taxation of hard work and enterprise should be reduoed. The
burden of taation should be rebalanced, for exampie towards
environmental ‘bads’. Gesmany, the UK and other Europaan countries
Loverned by soeial demnoarats will lead the way in this regard.

>



. B9-86-1993 12:47 01712295212 p.18

* At EU level, tax poticy shouid support tough action to combat unfalr
ocompetition and fight tax evasion. This requires enhanoed co-operation,
not untformity. We will not support measures leading to a higher tax
burden and jecpardising competitiveness and jobs in the F1l.

Demand and supplyside policies go together —
they are not altematives

In the past social damocrats often gave the impression that the objectives of
growth and high unemployment would be achieved by successful demand
management alone. Modern soclal democrats recognise that supply side
policies have a central and complementary role to pisy.

In today’s world most policy decigsions have an impact on both supply- and
demand-side condhions.

* Sucoessiul Weltare to Work programmes ralse incomes for those
proviously out of work &8s well as improve the supply of inbour avallable
to employers.

* Modern economic policy aims t0 increase the aftertax income of workers
and at the same time decrease the costs of izbour to the empiloyer. The
reduction of nonwage labouwr costs throogh structural reform of social
sacurity systems and a mors employment friendly tax and contribution
structure that lools to the future k= therefore of particuter importance.

The aim of social democratic policy Is to overcome the apparent contradiction
between demand- and supply-side policies in favour of a fruitful combination
of micro-economic fiexibillty and macro-economic stability.

To achieve ‘hlgher growth and mare jobs in today's world, economies must be
adaptable: flaxible markets are 8 modem s80c¢ial democratic aim.

Macro-economic policy stlll hag a vital purpose: 10 set the conditions for
stable growth and avoid boomn and bust. But social democrats must
recognise that getting the macro-economics right Is not sufficient to stimulate
higher growth and more jobs. Changes in interest rates or tax policy will not
lead to increased investment and employment uniess the supply side of the
economy s adaptable enough to respond. To make the European economy
more dynamic, we also need to make it more flexible.

* Companiss must have room for mancouvre to taks advantage of kmproved l.\qb
gagred by niles and regulatioma.

> “rodecl, capial ahd (abour markerte must oil be Gexlble: we must not
"combine rigidity in one part of the economic system with opanness and
mmﬁnm

Adaptability and flexibility are at an increasing premium in the
knowledge-based service economy of the future

Our economies are In tansition — from industrial production to the knowledge-
based service economy of the future. Soclal democrats must seize the
opportunlty of this radical economic change. R offers Europe a chance 0
catch up with the United States. It offers millions of our people the chance to
find new jobs, iearn new skiilg, pursue new careers, set up and expand new
businegges — in summary, to realise their hopes of a better future.

But soclal aemocrats have 1o recognise that the basic requirements for
economic success have changed. Services cannot be kept in stock:
customers uge them as and when they are needed - at many diferent times

B e T
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of day, outside what peopie think of ag normal working hours. The rapid
advance of the information age, especially the huga potemtiai of eiectronic
commerce, promises to change radically the way we shop, the way we lsam,
the way we communicate and the way we relax. Rigidity and over-regulation
hamper our success in the knowledge-based service economy of the future.
They will hold back the potentlal of innovation to generate new growth and
more Jobs. We need 1 become more flexible, not less.

An active govemment, in a newly conceived role, has a key role
to play in economic development

Modem sociel democrats are not laissez-falre neo-liberals. Fiexible markets
must be combined with a newly defined role for an active stata. The top
priority must be investment in human and social capital.

If high employment is to be achieved and sustained, employees must react 10
shifting demands. Our economies suffer from a conslderable discrepancy
between the number of job vacancies that need to be filled (for example In
the fleld of information and communication technology) and the number of
sultably qualified applicants.

That means education must not be a ‘one-off” opportunity: Ilfetime access
education and training and lifelong utlligation of thelr opportunities represant
the most iImportant securtty available in the modarn world. Therefore,
govemnments have a responsibliity to put in piace e framework that enables
individuals to enhance their qualtfications and to fulfil their potential. This
must now be 8 top social democratic priority.

* Standards at all levels of schooling and for all abifties of pupiia must be
m@dmm“mmdn&m“mmmu
nddressed, otherwiss we condemn umakilled indlviduals to Rves of low
pay, insecuiity and unemployment.

* We want ail young peopie to have the opportunity to gain entry into the
wotld of work by maans of qualified vocstional training. Togsther with
local empioyers, trade unions and others, we must ensure that sufficlent
education and trahiing opportunitics wre avalinble to meet the
requiraments of the local labour mariest. In Germany, the pofitical sector
I supporting this endeavour with an immediste action programme for
Jobe and trnining that will ensble 100,000 young pecple to find a new Job
or training piace or to obtain quaifications. in Britain the Welfare to Work
programme has airendy enabled 98,000 young people to find worle

* We need to reform postechool education and raise Its quafity, at the ‘quj
sams time modemising education and training programmes 8o a2 to
promote adaptabllity and empioyabdiiity in iater life. Government has a
partioular role In providing incentives for individunis to save in order to
moet the costs of iMfelong learning — and In widening access through the
promotion of distance leaming.

* We ahould enaure that training piays a sipnifoant role In our active labour
markst policies for. the unempioyed and woridess households.

A modem and efficient public Infrastructure Including a strong sciemtific
basse s also an essential feature of a job-generating economy. It is
important to ensure that the compostition of public expendhture Ig being
directed at activities most beneficial to growth and fostering necessary
structural change. >

P.13
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Modem social democrats should be champions of small and
medium-sized enterprise
The development of progperous gmall and medium-sized buslnessés has to

be a top priority for modem soclkal democrats. Here lies the biggest potential
for new growth and Jobs in the knowledge-based society of the future.

People In many different walks of Iife are looking for the opportunity to
become entreprensurs — long-etanding as well as newly self-employed people,
lewyers, computer experts, medical doctors, craftsmen, business congultants,
people active in cutture and sport. Theae individuals must have scope to
develop economic inttiative and create new business [deas. They must be
encouraged to take risks. The burdens on them must be lightened. Thelir
markets and their ambltions must not be hindered by borders.

* Europe's eapital marksts should be apened up so that growing firms and
entrepreneurs can have ready access to finance. We intend to work
together to ensure that growing hightsch firms enjoy the same acocess to
the ospital marists as their US rivais.

* We should maie it easy for individunis to set up businesses and for new
companies to grow by lightening administrative burdens, exempting
small businesses from onerous regulations and widening acoess to
finance. We shoutd malks It exsier for smail businesses in particular to
taice on new staft: that means lowering the burden of regulation and
non-wage labour costs.

* The Hnis between business and the science base ahouid be strengthened
to ensure more entrepreneurial ‘spincfis’ from research and the
promation of ‘clusters’ of new high-tech industries.

Sound public finance should be a badge of pride
for social democrats

In the past, social democrats have all too often been associated with the
view that the best way to promote employment and growth is to increase
govemment borrowing in order to finance higher government spending. We do
not rule out government deficits - during & cyclical downtum It makes gense
to let the automatic stabilisers work. And borrowing to finance higher
government Investment, in strict accordance with the Goiden Rule, can play a
key role In strangthening the supply side of the economy.

However, deficit spending cannot be used 1o overcome structural weaknesses

in the economy that are a barrier to faster growth and higher employment. U \’L&
Social democrats also must not toierate excessive levels of public sector

dedt. Increagsed indebtedness represants an unfair burden on future

generations. It could have unwelicome redistributive effects. Above all, money

gpent on servicing high public sector debt i8 not avalisble to be spent on

other prioritieg, including Increagsed Investment in education, training or the

transport Infrastructure.

From the standpoint of a supply side policy of the Left, It Is essential that
high ievels of government borrowing decrease and not increase.

P.2¢
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V.

An active iabour
market policy for
the left

The state must become an active agent for employment,
not merely the passive recipient of the casuatties of
economic failure.

017122935212 P.21

People who have never had experience of work or who have
been out of work for long periods iose the skills necessary
to compete in the labour market. Prolonged unemployment
also damages individual life chances in other ways and
makes it more difficult for individuals to participate fully

in society.
i tl'-";
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A welfare system that puts Ifmits on an Individual's abliity to find a job must
be reformed.

Modern social democrats wart to trangform the safety net of entitlements
Into 8 springboard to personal responsibliity.

For our socletieg, the imperatives of social justice are more than the
distribution of cash transfers. Our objective is the widening of equality of
opportunity, regardiess of race, age or digabillty, 1o fight soclal exciusion and
ensure equallty between men and women.

People rightly demand high-quality public services and solidarity for all who
need help ~ but also faimess towards those who pey for k. All social policy
Instruments mus? improve life chances, encourage salf-help and promote
personal responsibillty.

With this aim in mind, the health care system and the system for ensuring
financlal security in old age are being thoroughlty modemised in Germany by
adapting both to the changes in Iife expectancy and changing |ffelong
pattemns of employment, without sacrificing the principle of solidarity. The
same thinking applies to the imroduction of staksholder pensions and the
reform of disabllity benefits In Britain.

Periods of unempioyment in an economy without jobs for Iife must become an
opportunity to attain qualifications and foster personal development. Part-
time work and low-paid work are better than no work because they ease the
transttion from unemployment to jobs.

New policies to offer unemployad people jJobs and training are a social
democratic priority — but we also expect everyone to take up the opportunity
offered.

But providing peopie with the skills and abilities to enter the workforce is not
enough. The tax and benefits systems need to make sure It is in people's
interests to work. A streamiined and modemnised tax and benefits system s a
significant component of the left’'s active supply-side labour market policy. We
must:

* Make work pay for individuais and tamilies. The biggest part of the
Inoome must remain in the pookets of thase who workod for It

* Encourage empioyers to offer ‘entry’ jobs to the labour market by
lowering the burden of tax and social senurity contribirtions on low-paid
Joba. We must explore the scops to lower the burden of non-wage labour
cests by anvironmental taxes.

*® Introduce targeted progranuues for the longterm unempioyed and other

disadvantaged groups to give them the opportimity to reintegrate krto the

labour markst on the principie of rights and responsibiiities going

together. _ ?;0\7/5
* Assoss all benefit reciplents, including people of working nge In the

receipt of disabiltty benefits, for thelr potential to earn, and reform state

empioyment sarvices to assist those capable of work to find

appropriate worik.

* Support enterprise and setting up an own business as a viable route out
of unempioyment. Such decisions contein considernble risks for thoss
who dare to malm such a step. We must support those peopie by
managing these risks.
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The left's supply-side agenda will hasten structural change. But It will aiso
maks that change easier to iive with and manage

Adapting to change |s never easy and the gpeed of change appears faster
than ever befors, not least under the impact of new technologies. Change
inevitably destroys some jobs, but R crectes others.

However, there can be lags between job losses In one sector and the creation
of new Jobs elgsewhere, Whetever the longsr-term benefits for economies

and living standards, particular industrises and communities can experience
the costs before the gains. Hence we must focus our efforts on easing
localised problems of transition. The dislocating effects of change will be
greater the longer they are registed, but It is no good pretending that they
can be wished away.

Adjustment will be the easler, the more Iabour and product markets are
working properly. Barriers to empioyment in relatively low productivity sectors
need to be lowered If smpioyees dispiaced by the productivity gaing that are
an Inherent feature of structural change are to find jobs elsewhere. The
tabour market needs a low-wage sector In order to maie low-skill jobs
available. The tax and benefits system can replenish low incomes from
employment and at the same time save on support payments for the
unemployed.

P.23



V.

Political
benchmarking in
Europe

The challenge is the definition and implementation of a
new social democratic politics in Europe. We do not
advocate a single European model, still less the
transformation of the European Union into a superstate.
We are pro-Europe and pro+eform in Europe. People will
support further steps towards integration where there is
real value-added and they can be clearly justified — such as
action to combat crime and destruction of the environment
as well as the promotion of common goals in social and
employment policy. But at the same time Europe urgently

needs reform — more efficient and transparent institutions, -

reform of outdated policies and decisive action against
waste and fraud.
AV
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We are presenting our Ideas as an outling, not a finalised programme. The
polttics of the New Centre and the Third Way Is aircady a reallty In many clty
counclls, in reformed national policies, in European co-operation and in new
International Initiatives.

Jo this end the German and British governments have decided to embed thelr
existing arrangements for axchanging views on policy development in-a
broader approach. We propose to do this In three ways:

* Firat, there will be a series 0f ministerial meetings, supported by frequernt
contacts among their close staff,

* Wo will sesk discussion with political lsaders in other Europesan countriss
who wish to tale forward with us modernising ideas for social democracy
in thelr respective nationel corrtuxts. We will start on this now.

* We will establish a network of experts, faraighted thinkers, pofitical fora
and discussion mestings. We will thereby deepen and continually turther
deveiop the concept of the New Centre and the Third Way. This is the
priority for us.

The aim of this declaration Is to give impetus to modemisation. We Invite all
social democrats in Europe not to let this historic opportunity for renewal
pass by. The divers!ty of our ideas is our greatest asset for the future. Our
socleties expect us to knit together our diverse experiences In a new
coherent programme.

Let us together build social democracy's success for the new century. Let the
politics of the Third Way and the Neue Mitte be Europe’s new hope.
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