
����������	���
�����
��
����
��������
���

�����������
����

�������	��
�
���
���
��

������
�������������
����

��������������	�����������

�������
���
����������

�����
�
��
��
�����

��������	
�
��
����
�����

� �������
�����
���

����
��
�
�������
�
	����
��
��

����	������

� ������ ������

	 
 � � � � 
 � � � � � � 
 � � 
 �

���� ����� ��	
� ����� ��
����� �
���� ��������� ������� ��
� ���
��� �����	

�
�������� ������� ��� ��� �� ����� ������������ ���� ����� 
���������� ��� ��	����
�������������
���	������������
	�������		�������
���������������� �����������
������
������������������������
�	��������
�������������!���
	�������		�����
��������	�����	����		��������������	�

�����������	�
����
����
�������	������
���������	�

������ �	���� ��� ���� 
��������� ��� ������	��
�� 
�
��������� ��������� ��
�
���� �����	� � ������������ �������� ��� ��
��� ��� �� 
��������� �	������ �����
�����
�� ���"��	����� !���#���� ��� ���� ������ ��� ���� ���
������ ������	�� �������
���"��	������� !�� ���������� �� ����� ��������� ��� 
���� ������ ���� �
��	���� ��
� ���
������
����������
�������
�������
���������
����������	�������$��
��������

��
�
�������
���������	�
�
��������

������������	��������������������	���� �!����������"�	�#�

!��� 
���� ���
�� ��� ���� �����	� 
�
�������� ������ ��� %�
�����
���&�� �����

����� �������� 	���� ����� '������� ����	�&�� 	����� ������ (�� ���� ����	
� ��
����������
������
�	�����'�����
������
������
������	�������������������� � �
��� ���� �	����� ����� ���� ���'� ��� �����	� 
�
�������� ��	���� ��� �	���� ����� ���
�������	�������������������������������������������������	�����

��$��	�!�%	��
����#��������	�����������&	���	����"%�	���������$

����������	�������
��������
���



Where Now for
European

Social Democracy?



WHERE NOW FOR
EUROPEAN 

SOCIAL DEMOCRACY?



Published in 2004 by Policy Network

info@policy-network.net
www.policy-network.net

Copyright © 2004 Policy Network

All rights reserved

ISBN 0 1-903805-03-1 paperback

Production & Print: 

Asset Graphics 
Drury House, 34-43 Russell Street
London WC2B 5HA



v

Policy Network is an international think-tank launched in December
2000 with the support of Tony Blair, Gerhard Schröder, Giuliano
Amato and Göran Persson following the Progressive Governance
Summits in New York, Florence and Berlin. Policy Network’s
objective is the promotion and cross-fertilisation of progressive
policy ideas among centre-left modernisers. Policy Network
facilitates dialogue between politicians, policy makers and experts
across Europe and democratic countries around the world. 

The Friedrich-Ebert-Stiftung (FES) is part of Germany’s system of
political foundations. It is committed to the principles and basic
values of social democracy, and operates in more than 100 countries
worldwide to provide a platform for debate on political and socio-
economic issues. The London office of the FES was established in
1988 to foster dialogue and promote better understanding in British-
German relations, mainly by means of seminars and reports on
political trends in both countries. 

The French organisation A gauche, en Europe was co-founded by
Dominique Strauss-Kahn (former French Minister for the Economy)
and Michel Rocard (former French Prime Minister). It brings together
individuals from different political as well as cultural background,
who all share the view that an intellectual renewal is necessary for
the reformed Left and that such an effort only makes sense if it
occurs within a European perspective.
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Preface
TO N Y  B L A I R

I welcome this publication that marks the occasion of an important Policy Network
seminar bringing together leading British, French and German social democrats.

Europeans are right to celebrate their diversity. There is no uniform European
model of market capitalism; no identical social system. Within Europe, even within
the EU 15 and the eurozone, there are wide differences of economic performance
and social outcome. But Europeans still have a lot to learn from each other. Since
New Labour came to power in 1997, Britain has done well in terms of growth and
employment. We are catching up on productivity, but despite the sustained
programme of investment this government has put in place, there is still some way
to go before Britain matches the high-quality public services that many of our
European partners enjoy. Despite our impressive record in tackling child poverty,
Britain is still scarred by a legacy of inequality and social exclusion which, on the
Continent, is much less pronounced. This is the ‘progressive deficit’ that is New
Labour’s driving mission to overcome.

So, we welcome fellow progressives to London to debate the challenges that
face us. In or out of office, social democrats have always sought to devise a
governing strategy that combines economic dynamism with social cohesion. For we
know that, unless we master the politics of production, the politics of equality
become impossibly difficult.

In today’s world, that means devising a politics of production that is equal to
the challenges of competitiveness in a world where China is emerging as a major
industrial power and India as a successful international service economy. It means
ensuring greater investment in knowledge (where, in research and higher education,
Europe, as a whole, is lagging woefully behind the United States) and strengthened
innovation capacity. And it means modernising our Welfare States and labour
markets not simply to cope with the realities of demography, life expectancy and
changes in family life, but also with the demands of a different type of advanced
economy.

As social democrats from Britain, France and Germany, we face these common
challenges on the basis of shared values of social justice and genuine opportunity
for all. Our parties have proud histories. As a result, there is always a tendency to
look to the great days of our parties’ golden age: Willy Brandt’s championing of
Ostpolitik; the achievements of the Popular Front in France; and the creation of the
Welfare State under the Attlee Government in Britain.

But our values do not belong to the past. They are the basis for facing the
challenges of social justice today and we have to be tough-minded with ourselves in
applying those values to present-day problems. That is why this common progressive
dialogue really matters.
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I N T R O D U C T I O N

Where Now for 
European Social Democracy?

P E T E R  M A N D E L S O N

The publication of this book of essays marks the occasion of a seminar
in London of British, French and German social democrats to discuss
the way ahead for social democracy. 

The seminar is an informal gathering, not a meeting of Party
representatives. It has no official status. But it is, nevertheless, an
important event. I cannot think of anything similar that has happened
in my 20 years experience that has involved senior members of the
British Labour Party.

There is a paradox here. Politicians talk very little about politics to
politicians in other European countries. Yet integration is a central
reality of all our political lives. Economically, what happens in France
and Germany impacts greatly on Britain, and vice-versa, because 
well over half our trade is with the European Union. I read a paper
prepared for a recent international conference that the Chancellor 
of the Exchequer, Gordon Brown, hosted in London on enterprise: it
contained the statement that 50 per cent of the regulation affecting
business, and thereby jobs and prosperity, is now decided upon by the
European Union.

Yet for all the realities of integration and interdependence,
political dialogue is, at best, weak. Of course, there are intensive
relations between the governments of Europe, whatever their political
colour. National civil servants, across a wide range of departments, are
in constant touch, bilaterally and in hundreds of official working
groups that meet in Brussels, to crawl over technical dossiers. Ministers
come together more intermittently at Councils and bilateral meetings,
but often to debate an agenda that reflects a pre-set national position
on issues that have been ‘in the system’ for some considerable time.
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As politicians, they often feel locked in and frustrated by the lack of
open dialogue on the ‘real issues’ that we share in common.

There are fledgling European political parties. The Party of
European Socialists does provide a useful forum for mutual contact.
The recent report1 on globalization prepared by a working group
chaired by Poul Nyrup Rasmussen, the former Danish Prime Minister, 
is, for instance, admirable in its content and wisdom.

But the main focus of the PES effort has understandably been the
European Parliament. MEPs have played a considerable part in its
work. Dialogue between members of national political parties is much
rarer and suffers from the problem of every representative
organisation that every affiliate demands the right to be represented.
Practical constraints mean that in the new EU of 25, intimate dialogue
will have to proceed on an informal basis between self selecting
groups.

Why then hold this seminar among British, French and German
social democrats? First, it is a rare opportunity for open discussion of
values, objectives and policies. Secondly, we all have important recent
experience of government that we can share and learn from each
other. Thirdly, we all face a big political challenge of renewal.

In Britain, we have started to look forward to an unprecedented
third term. In the post-Hutton, post-tuition fees climate of opinion,
the challenge is to re-engage the Party in a bold agenda of reform so
that New Labour can govern with confidence, rather than relapse into
a mind-set of cautious consolidation.

In Germany, the SPD spent 2003 coming to terms with the
challenge of the Schröder Government’s Agenda 2010, including
painful and difficult Welfare State and labour market reforms. 2004
began with the SPD promulgating a bold agenda on innovation with
hope of lifting the Party’s fortunes as the year progresses and economic
recovery takes hold. 

In France, the Parti Socialiste is coming up to the second
anniversary of Jospin’s third place in the first round of the Presidential
elections. Despite growing problems for the centre-right government,
it still needs to show fresh unity of purpose and ideological renewal to
become a credible challenger for power.

W H E R E  N O W  F O R  E U R O P E A N  S O C I A L  D E M O C R A C Y ?6



I N T R O D U C T I O N 7

Politics is never easy, particularly for reform-minded social
democrats caught between ‘a rock and a hard place’ of electoral
disconnection on the one hand and activist ideological purity on the
other. But the challenges we share in Britain, France and Germany are
very similar.

First, there is the challenge of demonstrating to voters what
relevance our values have in the modern age. What is ‘social justice’
in societies where traditional conceptions of class-based policies have
become meaning-less and where there is no longer a clear, solid and
shared concept of ‘fairness’ between the better educated, progressive
élite and the increasingly disconnected elements of a fractured
working class? 

Second, there is the challenge of developing a coherent governing
strategy for economic and social modernisation. The old nostra of the
Left, wrapped up in ideas of a Keynesian Welfare State, sustained by a
mix of central planning and high social expenditure, have clearly lost
relevance. But how do we fashion a hard-nosed practical alternative
that amounts to more than an acceptance of neo-liberal dogma? How
do we give real substance to the mantra that we must ‘equip people
for change’ in a dynamic (and that means painful, disturbing and
insecure) market economy? The rhetoric of the third way has
sometimes gone ahead of the development of its policy content.

Third, the modern world poses a huge challenge to the Left’s old
ideas of community and fraternity. In Britain, we don’t need opinion
polls and focus groups to tell us that ‘asylum’ and ‘crime’ are top
issues of public concern. Across Europe, populist parties have scored a
string of electoral successes – all different in their way, but with one
common feature that is highly problematic for parties on the Left: they
have won votes in the main from the Left’s traditional working 
class supporters.

These issues are all addressed in the excellent essays in this
volume. We hope this Trilateral Seminar will be the first of many.





Visions
and

Values





What is a just society?

For a radical reformism

D O M I N I Q U E  S T R A U S S - K A H N

What is a just society? This question is at the heart of our socialist
identity, and the source of our values as men and women of the Left.
The search for social justice, for equality between citizens, and for
collective solidarity constitutes the principal objective of the European
social democratic project. 

But the world has changed. Collective values are evolving.
Capitalism is undergoing a profound period of change. The traditional
Welfare State, the providential state, is in crisis. The international
context is in the process of a radical redefinition of its post-Cold War
identity, in which the September 11th, 2001 attacks are a key element.

The world has changed. However, our political agenda has
remained the same. It remains anchored in the doctrine of traditional
post-1945 social democracy.

Our responses to this new order must evolve. To achieve its
objective of social justice, twentieth century social democracy had a
programme adapted to the rhythm of its times. To achieve the same
objectives, socialists today must renew our ideological corpus. We
must launch a new age of social democracy. 

In our traditional political vision, a just society is a society founded
on redistribution. Capitalism produces inequalities, and the role of
social democracy is to correct these inequalities, by redistributing the
profits of the economic machine to those who have not benefited, or
to those who have been its victims.

This is what all social democrats have done since the Second World
War, in building the Welfare State. This model emerged from a virtuous
circle between production and redistribution: strong growth allowed
the financing of redistribution, which in turn, supported consumption
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and finally growth. It was a type of ‘Fordism’ where the business
distributed the value added to its employees, and they bought its
products. The social democratic model facilitated the massive reduction
of inequalities and their stabilisation at the lowest level in history in
all the countries of Europe. Thus in France, the wealth of the richest
one per cent, which represented 19 per cent of national wealth at the
debut of the twentieth century, has stabilised at 8-9 per cent since the
early 1960s. 

In this model, the state held a central role. The Welfare State
ensured redistribution through three vectors: universal insurance
which guaranteed the very poorest against the risk of illness, old age,
accident or unemployment; fiscal redistribution from ‘winners’ to
‘losers’ which is socially acceptable; and, the development of public
services, ensuring access to basic services for all. In addition, the
‘steering state’ encouraged growth through an active macroeconomic
policy, using the budget and monetary policy with some elements of
industrial policy to plot a course through the vicissitudes of the
economic cycle, avoiding both excess growth and recession. 

The redistributive model of the state is today in crisis. The
equilibrium between the market and social justice established by
social democracy after the Second World War has weakened. This crisis
has three principal features: the market produces more inequalities
than previously; the redistributive capacity of the Welfare State has
diminished; and social expectations have changed.

New capitalism produces more inequalities 
than traditional capitalism

All recent studies prove this unambiguously.1 Across all of Europe the
gaps in earnings from the market have grown strongly. The explanation
for this phenomenon lies in the mutation of capitalism, which can be
summarised in the following three points: 

• Capitalism was industrial; it has become financial. On the money
markets, financial returns are expected to be far greater and
delivered far more rapidly than on the market for industrial goods.
The opportunities for quick profits have exploded, and with them

W H E R E  N O W  F O R  E U R O P E A N  S O C I A L  D E M O C R A C Y ?12



D O M I N I Q U E  S T R A U S S - K A H N 13

the distance between the successful and everyone else. 
• Capitalism was standardised; it has become ‘post-Fordist’. Fordist

capitalism was based on the model of the large industrial
enterprise and strong class identities. The standardisation of tasks
along a chain, and therefore the common interest of those who
worked along it permitted a sense of rapport between employers
and the workers’ representatives. Employees had clear rights, with
equal conditions of work for all. The modern economy, founded on
the differentiation between tasks, flexibility, and direct relations
with the client, has called the Fordist model into question. Large
enterprises have disappeared to the benefit of more atomised
units, class barriers have broken down, and jobs have become
more individualised. The result of this evolution is that the
employees’ rights have been eroded, they have been put into
competition with each other, and paid according to their
performance. As a corollary of this, inequalities in pay are rising. 

• Capitalism was national; it has become global. Globalization has
enlarged the salary range. Globalization weighs heavily on
revenues, and especially the salaries of the least qualified
employees in Western countries, who have to compete with the
low salaries of developing countries. Waves of delocalisation and
rapid deindustrialisation in Europe – at least of labour intensive
industries – bear witness to the gloomy effects of globalization. 
At the other end of the scale, globalization increases the value of
the new cadre of international executives, whose function is to
organise the nomadic nature of business. This group is rewarded
with stock options, bonuses and so on. 

The redistributive capacity of the Welfare State has diminished 

With the growth of inequalities caused by the market, the need for
redistribution has grown, if we wish to maintain a just society. The
Welfare State has come under attack on three fronts: ideological,
demographic, and economic. 

The liberal ideology has won hearts and minds. It seems to 
criticise redistribution as being harmful to growth. Redistribution



might suppress the spirit of enterprise. It creates a benefits culture,
and puts a break on the return to work of the unemployed. It increases
the costs of production and limits the profitability of businesses, and
consequently the level of investment. 

Demographic evolution threatens the providential state. This is the
result of a fall in the number of people who contribute to the social
state and a rise in those who benefit from state assistance. In France,
until the end of the twentieth century, there were once three active
workers for every pensioner. By 2020, there will only be one worker for
every pensioner. The growth in life expectancy has been coupled with
a huge rise in health spending, especially on those dependent and at
the very end of their lives. 

Economic globalization produces a tension between growth and
redistribution, which threatens the Welfare State. The success of post-
war social democracy rests on the equilibrium between production 
and redistribution, regulated by the state. With globalization, this
equilibrium is broken. Capital has become mobile: production has
moved beyond national borders, and thus outside the remit of state
redistribution. Production thus depends on attracting international
investment. For strong liberals welfare spending detracts from a
state’s attraction as a destination for mobile capital: to achieve
growth, the Welfare State would have to be sacrificed. Growth 
would oppose redistribution; the virtuous circle would become a 
vicious circle.

The providential state has therefore been shaken. In these
conditions, the risk is strong that it will no longer be able to control
the growth of inequalities. Even worse, its disengagement at the
precise moment when the mutations of capitalism are causing the
growth of inequality, could lead the machinery of inequality to spin 
out of control. This is the case in the United States: over the past 
20 years, the richest one per cent have increased their share of
national wealth from eight per cent  to 14 per cent, close to the 
1900 level of 18 per cent. Even if nothing is done, Europe could 
follow the same path. 

W H E R E  N O W  F O R  E U R O P E A N  S O C I A L  D E M O C R A C Y ?14
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Social expectations of the Welfare State have evolved 

In traditional social democracy, social expectations were at first
collective: to improve the condition of the working class, and to better
redistribute the profits of labour. Today, our societies are expressing a
strong demand for individual promotion. This is explained by an
evolution of collective values: the growth of individualism, aspirations,
and a stronger desire for personal accomplishment – and its rewards.
This is further explained by the evolution of post-Fordist capitalism.
Yesterday, workers were ensnared by a social class that would
determine their individual destinies. Today, with the decline of the
idea of class, and the enfeeblement of collective identity, each
individual plays their own hand. Everyone is responsible for their
professional development, for his or her success or failure. This is
explained by the democratisation of education, a very recent process. In
France, between 1987 and 1997, the median age for finishing education
passed from 19 to 22 years of age; the number of those with a bachelor’s
degree has more than doubled from 30 per cent to 63 per cent. 

These expectations of individual success and social promotion are
deceptive. Social mobility is feeble in our societies: inequalities of
destiny are vast. Statistics show an unbelievable stability in the
reproduction of inequalities. Intergenerational inequalities are
growing: social mobility is even weaker, the chances that a worker’s
child will become an executive are still slim. Social mobility is even
weaker than it was in the past: in 1960, a French worker could expect
to attain the salary of an executive in 30 years; today it would take 150
... Contemporary society has a less justifiable level of inequality than
during the middle of the twentieth century. Today’s discourse creates
terrible frustration because it leads us to believe that all responsibility
is personal, in other words: if you fail, it’s your own fault. Class
consciousness is disappearing and the social structures that went with
it are fading. Since the democratisation of education has most
benefited families of modest means, it is this group who will suffer
most from disillusionment. 

The Welfare State responds badly to the new social expectations.
It was constructed to regulate the relations between classes. It rests



on the reparation of the injustices of capitalism meted out to the
popular classes. Its message was: “You have nothing to expect from the
capitalist – you will always be the losers. There’s nothing you can do
about it; the popular classes are always exploited by the dominant
classes. Only the social democratic state is able to correct the
inequalities that you suffer”. This is why the social democratic
providential state created a system to deal with injustices ex post. The
market produced inequalities which the state then corrected, a
posteriori. But contemporary society has liberated individuals from the
fatal embrace of class. Our fellow citizens thirst for personal success.
They say to us: “Do not interest yourselves only in providing a measure
of security for us in case of set backs, give us also the means to
succeed. Give everyone a real equality of opportunity”. It is this
demand that we must address. 

Swept along by the mutations of capitalism, demographic changes,
and new social expectations, society is today on a dangerous sloping
path towards inequality. The Left is the agent of the permanent
struggle against inequalities. To guarantee a just society, it must renew
its ideology and its instruments in order to adapt them to
contemporary realities. It must found a modern form of social
democracy. 

In order to do this, I propose a three-pronged vision of socialism:
redistributive socialism; socialism of production; and empowering
socialism. This vision should take material form in a new area of
regulation: Europe. 

Faced with the growth of market inequalities, 
‘redistributive socialism’ must be strengthened 

The historic programme of social democracy is redistribution. We must
not flinch from this task at the precise moment when the market is
increasing inegalitarian pressures. On the contrary we must make the
system more redistributive: it is imperative if we want to stabilise the
gap in disposable income between the richest and the poorest,
because at the same time the difference in incomes increases even
before redistribution. 

W H E R E  N O W  F O R  E U R O P E A N  S O C I A L  D E M O C R A C Y ?16



Confronted with constraints that are affecting our redistributive
capacity, the Welfare State needs profound and courageous reforms. 
I wish to sketch out two courses:

• Increase the efficiency of the redistributive system. In all countries
there is a margin for manoeuvre. This is particularly true for
France. We have certainly created a machine that redistributes
half of national income. But it does this poorly: despite this
globally huge volume, our taxes contribute little to the correction
of inequalities. The overall demands made on physical persons are
about the same at every end of the pay scale, both for executives
and the ordinary employee – that is, deductions amount to 
50 per cent to 60 per cent of gross income. If we were able to
accommodate this in the 30-year post-war boom, it is no longer the
case today. This is why a vast reconsideration of our whole tax
system is needed, in the wider perspective of a global plan 
which will encompass all instruments and allow us to find an
overall coherence. 

• Reform whilst protecting existing rights. The reform of our Welfare
States is necessary, as a result of, amongst other things, the
demographic evolutions currently underway. Those who say
otherwise and pretend the system can avoid reform are
demagogues. But the reforms that have been carried out by
conservative administrations in Europe, and in particularly in
France, are shocking. They threaten the fundamental rights and
rupture the implicit tie between the state and its citizens. Let us
consider the case of the French civil service. Those who enter the
administration do so on the basis of an implicit contract: on the
one hand, salaries are worse than in the private sector; on the
other hand, jobs are safer and pensions much better. If civil
servants are deprived of these and conditions aligned with the
private sector, the contract is broken. This is even worse if the
contract has been long term, in some cases an individual’s entire
working life. That reform is necessary is incontestable, but it is
quite simple if it only concerns new entrants into the civil service:
everyone should decide if he or she wishes to enter public service
under the new conditions. It is more complex if it also concerns
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civil servants already in post. It would be unfair if the reform were
retroactive on citizens, who in other circumstances would have
made different career choices. This is why reforms must recognise
rights acquired in the past: this should be taken into consideration
by an indemnity to protect existing rights. It is under this condition
that reforms of our Welfare State, unpleasant although necessary,
will respect the objective of social justice. 

To regulate modern capitalism and forbid the proliferation of
inequalities, we have to develop a ‘socialism of production’ 

We can no longer watch passively as the market creates inequalities
and correct them afterwards. Inequalities grow, and in certain cases,
they can become psychologically unacceptable and cause resentment.
That is why we can no longer allow the market to generate these
inequalities: we must attack them at the root, and intervene in the
system of production. We, as socialists, have too long hesitated to do
this: in the name of maximising ideology we have forbidden ourselves
from reforming the capitalist machine from the inside. This has been
the case in several European countries, particularly in Latin countries,
where any attempt at reform has been seen as a betrayal of the
working class. In such circumstances the Left remains inert. “They 
have clean hands, but they don’t have hands”, as Péguy remarked. To
organise the ‘socialism of production’, is to accept getting our 
hands dirty. 

This ‘socialism of production’ has a fecundity of directions:
corporate governance, regulation of financial markets, and the
supervision of delocalisation ... I wish quite simply to insist on one
point: to secure the worker over the course of their life, also known as
professional social security. 

Since capital has become ultra-mobile, because industrial sites can
delocalise more easily, because companies rise and fall more quickly,
linear careers in one organisation have disappeared. Everyone now
changes not only company several times in their life, but also their
career. However, workers are in a fundamentally inegalitarian position
as a result of these changes. The highly skilled part of the workforce
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has qualifications that make them attractive to new employers.
Indeed, these professional changes are often an opportunity for them
to accelerate their professional development, renegotiating their
responsibilities and their salaries. The poorly qualified worker has only
the internal recognition of the quality of his or her work in a particular
company. This recognition cannot be redeemed to impress a future
employer: he or she is condemned to be unemployed, or at best, to
begin again from nothing. For the unskilled worker, professional
change is a rupture, sometimes definitive, in his or her career.

One must take charge of this rupture and guarantee the period of
transition between losing one job and finding another. In La Flamme et
la Cendre,2 I call this the mutualisation of the risks of professional
mobility. In the past, with professional rights, it was the job that was
protected. It should be the individual that is protected, not the job.
The practical solutions are obviously the most difficult to put into
practice: this is a new social right. We must build a real ‘professional
social security’. We European social democrats must all work together
with our social partners to accomplish this. 

To create real equality of opportunity, and a guarantee of social
promotion for all, we must invent ‘empowering socialism’ 

Intervening at the heart of the system of production to limit
inequalities is not enough. We must also intervene further upstream,
since we have seen that ordinary citizens do not have the means to
ensure their professional success. There are intelligent workers and
children in both rich communities and in deprived neighbourhoods.
Nonetheless, statistically, the former succeed, and the latter fail.
‘Personal capital’, that is to say individual origins and their visible
signs – if one is black, white or brown – the family context , and the
social-urban environment all determine personal accomplishment.
From this point of view, the market does not create new inequalities –
it makes them apparent. It simply continues, in terms of financial and
professional success the inequalities of the cradle. 

This is why I propose the construction of an ‘empowering socialism’
to allow the reality of social mobility. This rests on two principles. 
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In the first place, the correction of inequalities at an earlier stage. 
We must leave behind the old idea of correcting inequalities a postieri
– the logic of the old Welfare State – and correct inequalities a priori.
Second principle, the concentration of public resources. The objective
of an empowering socialism is to guarantee to everyone a real equality
of opportunity. Not just a simple equality guaranteed by law: ‘you all
have the same rights, competition is open, so may the best man win!’
But a real equality. In order to do this, we have to give more to those
who have the least – more public services to those who have less
natural capital. 

This approach is a return to the origins of socialism, and the
empowerment of the citizen. It opens the perspective of radical
reform in our public services which are the principal guarantors of
equality of opportunity: childcare, education, housing, urban renewal
and integration ... 

I only want to take a single example, schooling. Today in France,
in the name of republican equality, we offer in principle the same
education to all our children: the same course, the same subjects, the
same number of hours of tuition for all. This is not true in practice: the
schools in deprived neighbourhoods are far less well kept because the
local councils are much poorer, the teachers are of a poorer quality,
since they remain in post for a much shorter period. Even if the
principle of formal equality were respected, it would still be a false
equality, since schools are so egalitarian they reproduce and legitimise
existing inequalities of opportunity. We must break with this formal
equality and concentrate our resources on those who need them most,
to ensure a true equality of opportunity. If a child needs 30 hours of
tuition to learn mathematics instead of the 20 formally allotted by the
timetable, the school should be able to provide them. We must give
more to those pupils who have the most need. 

Modern social democracy must re-define the territory of
regulation and invest in the European field 

The Welfare State is enfeebled because it no longer operates on the
most pertinent territory. Capital has become mobile, and can easily



avoid national regulation by delocalising. The territory of political
regulation should become again the same as that of economics. The
globalization of regulation should follow the globalization of the
economy. In order to do this, we must put all our energy into the
construction of Europe, which is alone in possessing the clout to 
bring about global regulation, partly through the construction of
international institutions. The state was the instrument of twentieth
century social democracy. Europe should be our new horizon, and the
lever of tomorrow’s social democracy. 

In this perspective, the current debates on the European
Constitution are essential. ‘Technical Europe’, the entity that has
come into being since the Treaty of Rome in 1957, has been a
remarkable instrument for the construction of the Single European
Market. But it does not facilitate the construction of a social
democratic programme for Europe. This is, by definition, a political
ambition – and political institutions alone, responsible to European
citizens, can put this into place. Whatever its weaknesses, the
European Constitution marks the first founding step towards this
political Europe. It is urgent that all the European parties of the Left
mobilise to push for its adoption. 

We live in a period of transition towards a new political cycle. One
political cycle is coming to a close: post-war social democracy. A new
cycle is under construction: social democracy for the twenty-first
century. 

The world has changed – our political framework cannot remain the
same, anchored in the doctrine inherited from the Second World War.
We are in ideological retreat; we are out of step with the political
demands of our fellow citizens, whom we offer policies that are not
adapted to the rhythm of our times. This is the origin of the present
democratic crisis.

This crisis is a fact, but it is not terminal. We have to respond to
the democratic challenge and work to rebuild our intellectual
foundations. We have to create a political project adapted to the
mutations of modernity, a vision of society capable of offering the key
to the future, a new identity that can face up to the fall of the old
collective remedies. This perspective rejects the passive response to
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current transformations. Left reformism is not an abdication before
the market, it is on the contrary a constituent part of a radical
reformism, capable of changing the course of the world. 

This is the collective ambition that we must fix ourselves upon. 



Rediscovering the 
Need for Vision

S I G M A R  G A B R I E L

In recent months, wherever German social democrats meet to discuss
the state of our party and its government’s policy, we hear this
sentence resounding like a short, fervent prayer. Whenever the SPD is
in government many party members wonder if and how the politics 
of the day can be brought into alignment with the historic mission of
the SPD.

The on-going discussion over a new SPD policy agenda should help
to satisfy this longing for a modernised social democratic narrative.
However, if one listens closely a ‘secret course of instruction’ in the
policy debate is also revealed: some suggest that in view of the
difficult decisions of Agenda 2010 they are able to pacify the
somewhat unwieldy and disgruntled political grass roots – cynics even
claim they are able to keep them occupied. Others hope that through
a new social democratic ‘vision’ they are simply better able to explain
the harsh realities of government policy.

Others simply want to escape from this severe government policy.
Based on the motto: if we already feel very uneasy when considering
the difficult decisions associated with Chancellor and – at least until
recently – Party Chairman Gerhard Schröder’s Agenda 2010, then we
want to at least play a neutral role in the policy debate of the SPD.

The SPD’s regenerative energy source: 
freedom and empowerment

Nothing would be worse than following this ‘secret course of
instruction’. It is correct that the SPD is a party that needs a surplus
of hope and utopia in order to engage people for longer than just the
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brief moment of a singular electoral decision. In its 140-year history,
the SPD has experienced and survived enormous historical breaks 
in Germany. Charismatic personalities, or savvy reform projects and
legislative plans do not suffice to explain why this party has survived
for so long and even remained young and attractive: through the days
of empire, to the Weimar Republic and National Socialism and against
the lively antithesis of Communism. Even the visible eclipse of our
historical sister movement – the labour movement – which has been
taking place for decades, has not changed this.

The SPD’s fountain of youth was and is the main theme in the 
social democratic story. Its central idea is ‘empowerment’, which
means nothing less than keeping people’s lives open. No one should 
be constrained by family background, income, gender, religion or
ethnicity. And it has always been the task of social democratic policy
to clear away the societal barriers that prevent this inherent openness
of life. Where hurdles obstruct this openness in the life course, social
democrats want to train the muscles of every individual to enable
them to jump over them. We want to achieve this particularly through
good education and vocational training. Where the social barriers are
too high for even the strongest muscles, we want to work together to
pull down these barriers.

Therefore, freedom is not only a collective goal of social
democracy in building a democratic society – but also always a central
category for the blueprint of life of every individual. We want to
ensure life chances for all, from the outset, to take part in the
opportunities of their society. In order to achieve that, a responsibility
for communal life has to be a part of the right to individual freedom.

For social democracy, freedom and autonomy on the one hand, and
public welfare and social responsibility on the other, were always two
sides of the same coin. The combination of these, along with the
notion of empowerment and of ‘another’ life for every individual in
‘another’ society that developed from this were the regenerative
source of energy that has been the SPD’s driving force for more than
140 years.
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The task of the SPD remains: 
strengthening people and opening paths

Today, what is the meaning of freedom, justice and solidarity in 
a modern society considering the dramatic change in the economy,
social structure and demographic developments? 140 years ago, 
when members of craft guilds and workers organised, freedom and
justice were existential values in a society that prevented their
implementation to a great extent. Solidarity was then a merit that was
first and foremost practiced daily by the labour movement through
self-organisation, because Imperial Germany did not want to grant
solidarity to the workers. In the last 140 years, social democrats have
laboriously struggled, at times bitterly, for a high degree of freedom,
justice and solidarity. However, no one will deny that today the
German social state is arranged fundamentally differently than the
class-based society of 1863. This is precisely because of social
democracy, which has throughout the years achieved significant
changes and improvements for people and their co-existence.

In our modern society there are also barriers for the personal
opportunities of the individual as well as for societal developments:
educational opportunities continue to be strongly linked to social
inheritance; children are a poverty risk for families; bringing up
children can be incompatible with having a job; increasing mass
unemployment; the recurrent failure to integrate foreigners and 
re-settlers; and, the decreasing ability of our cities to create social
integration, to list just some of the problems. It is precisely the
traditional voter groups of the SPD who increasingly feel that we are
no longer sufficiently aware of these barriers and the everyday
concerns. Young families that can only afford children or holidays, the
technician or engineer who at the age of 50 can no longer find
employment, the craftsman who must spend 10 per cent of his net
income on nursery school spaces for his two children or the pensioner
who has not moved in 30 years, but in the meantime no longer feels at
home, 70 per cent of those living in his part of town now being foreigners.

Thus there are enough tasks for a party that has devoted itself to
the principle capability of emancipating the individual and society. 



In addition it is a good social democratic tradition to not only care 
for national – or today European – tasks, but at the same time also
increase awareness for people living together at the international
level. Starvation, environmental catastrophes or violent conflicts are
bound inseparably to the environmental and social conditions of
developed industrial nations and are a worldwide challenge for social
democratic policy.

The new tasks for the SPD

There are, however, great differences between the empowering content
of social democratic policy of 20 or 30 years ago and that of today. One
important difference lies in the historic success of social democracy in
itself. This success has not only led to the disbanding of the classic
social democratic environment, but also the opinion formers, elected
officials and functionaries of the SPD are now further removed from
the conflict-laden daily experiences of traditional SPD voters.

In the past, social democratic municipal council members were
informed of conflicts through their involvement in sports clubs, in
school parents’ councils or in workers’ councils. Today, in many cities
they perhaps attend the respective annual general meeting but live in
a sphere that is otherwise disconnected. The consequence of this is not
only a lack of mutual commitments, but also in part the denial of
existing conflicts that do not suit particular political positions. This 
is most noticeable time and again in the fear-laden inner-party
discussions over the real, existing conflicts between Germans and
foreigners.

Therefore, the SPD must urgently change the social structure of its
members, functionaries and elected officials. This requires not just
rejuvenation. Most importantly, it must also be extended to the
everyday experiences in occupational and social life. In former times
there was a lack of women in the SPD, and now in addition there is also
a lack of skilled workers, craftsmen, technicians, nurses, policemen,
workers’ councils and the self-employed. In essence, the purpose is 
to bring together as many different experiences and viewpoints as
possible to confront one another in the SPD. Only in this way can
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exciting discussions and reasonably sure-footed decisions emerge.
The second main, important difference in a new policy concept for

German (and international) social democracy is that the classical
strategy of re-allocating social wealth no longer reaches out enough to
remove the social barriers that exist in today’s world.

On the contrary, the structures and systems of social security 
built on this strategy have in themselves become an obstacle to an
empowering development for many people in our society. On the one
hand we have been living for decades by mortgaging the future,
because the political class’ strategy of conflict avoidance – including
social democrats – has increasingly financed its social programmes
through borrowing. A completely different redistribution has arisen,
namely for the benefit of those who are living at the expense of future
generations.

Today, the result of this already is that we are confined to coping
with the past and we are not free to act for the future. In Germany,
we spend each year €114 billion on debt-servicing and pensions and
only €25 billion on investment. For research and technology, only 
€12 billion are allotted in the federal budget. A society that spends
ten times more on managing the past than it does for the future is
quickly a thing of the past.

On the other hand, the combination of a hedonistic policy on the
family and the lack of childcare options has led all the formulas of our
social security system to fall apart. Because we would like to retain 
our traditional form of social security, we have been confronted for 
years now with rising contributions and decreasing benefits. This
simultaneous destruction of the freedom of the state to develop and
the margin for decision making of the individual is ultimately the
greatest danger for Germany’s social state model. The climax was
found precisely under a political leadership that gladly gives the
outward appearance that it would like the exact opposite. The
CDU/CSU and the FDP with Helmut Kohl, Count Lambsdorff and 
their party supporters shunned reforming financial policy and the
social systems just as they preached freedom instead of socialism.
Financing German Unity on credit and at the expense of labourers 
and white-collar workers in the social security system will cling 



to our feet like lead weights for decades to come.
The result is public discrediting of the social state, particularly by

employees. As paradoxical as it may sound, what once helped to
overcome the risks in life – that is the whole German social security
system – has in its traditional mode of organisation now become an
obstacle to a free and self-determined life for many people. After
social deductions from hard-earned gross salaries not much money
passes into net pay packets. Particularly young families see this
increasingly as a barrier for the freedom of choice on the one hand and
for taking part in the existing social opportunities on the other.
Therefore, in the meantime, the willingness to partake in collective
protection from the risks in life is massively diminishing.

If the SPD wants to preserve joint finance of the social security
systems, due to changed occupational biographies and dramatic
demographic change it must decide on a new model of the social state.
Much of what was in former times necessary for collective protection
has today become obsolete at least for a large number of people,
because increased income enables autonomy and provision.

In principle it is a matter of reviving our concept of solidarity:
acting responsibly to oneself and also towards others. How much
autonomy and personal provision may be expected in our society, how
do we create more individual decision-making authority, which risks in
life require collective protection, which public welfare interests must
be financed through the taxes of all citizens instead of through the
social insurance contributions of labourers and white-collar workers?

The answer to these questions in no way comprises a threat or
even a departure from the social state. On the contrary, the only way
we can create a new and attractive model of the social state is with
new confidence and trust in the personal competence of every
individual and in the efficiency of common social security systems.

Take a chance on more policy

Last but not least, in Germany we need to reform our constitution in
itself. In reality, it is not the supposedly influential associations and
lobbyists that make reforms, creativity and innovation difficult. It is
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the constitutional practice of state institutions themselves, because
nowhere else in the world does the respective opposition have as much
influence over the governing majority’s legislative practice as it does
in Germany – in fact without having a real interest in improvements.
At the same time, all parliaments and governments of the post-war era
have greatly contributed to the fact that the expansion of legislation,
and of the concomitant growth in administration has led to a
bureaucratic explosion today.

Instead of safeguarding freedom and justice, people frequently
experience state institutions as an obstacle that restricts creativity,
dynamism and the will to organise. And this is not actually just in 
the case of the often-cited founders of new businesses, but also 
of associations, cultural initiatives or individual involvement. Our
political system has achieved a truly organised irresponsibility if we
look at the parallel jurisdiction of the municipal, state, federal and EU
levels. Not only does this in the meantime institutionally hinder the
efficiency of democratically elected parliaments and governments, but
also it obstructs the tempo of essential investments and innovations 
in science and the economy. It is precisely the Social Democrats 
who, referring to Willy Brandt, could dare and call for much more
democracy. In order to do this, though, they must above all dare to
take a chance on more policy.

A reform of our state institutions and of federalism is overdue. A
social democracy that is less obsessed with the details of perfecting
legislation from above, and which instead opens a path for more
freedom and responsibility for the individual as well as for respective
governmental levels in the federation, states and municipalities would
be considerably more appealing.

The social democratic story remains gripping

Thus there is not a lack of obstacles for societal and also individual
progress. The SPD has every reason to link up with its emancipating
tradition self-confidently. It must wager on freedom and social
responsibility and cannot in the process form contrasts. Both the wish
of every individual for freedom of decision and the awareness of
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collective responsibility for the development of society as a whole
continue for us today to be reciprocal conditions.

The SPD was always the party of the modern, a party of dynamism
and movement. It was the SPD that knew that achievement breaks
privileges, that what is earned and worked for is more important than
what is inherited. It was social democracy that cleared away barriers
and blockades, broke with many taboos and as a result enabled all
people new access to the state, economy and society. It was the SPD
that always opened up a new opportunity for the ‘excluded’.

This social democratic idea is just as lively and attractive as in the
last 140 years. It comprises the story of a young society that once more
perceives children as an exciting enrichment to our lives, that
encourages competence and orientation in education and bringing up
children, that provides social security but also requires autonomy, and
it is a society that is at least as active internationally in the struggle
against starvation and poverty as it is against despots and terrorists.

We are obliged to explain to people what social democratic means
today and why the policies that we have today have something to do
with why we set off on this path 140 years ago. Only when we have
succeeded in this convincingly will the SPD also regain people’s trust
and respect.
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Permanent reformism: 
the social democratic challenge 

of the future?

PAT R I C K  D I A M O N D

It is commonplace today to advocate a strategy of ‘permanent
reformism’1 for the European Left. Social democrats should distinguish
the enduring goals of public policy from the contingent means through
which they are pursued. The revisionist tradition does not represent a
fixed body of ideas or programme, but rather a constant questioning 
of the means by which traditional social democratic aims can be
achieved. 

Conservative parties, it is argued, stand for maintaining order – the
status quo – while social democrats seek to advance human progress,
and by embracing ‘permanent reformism’, envisage the creation of a
society more equal, more free, more inclusive, more communitarian,
and less disfigured by human misery and suffering. 

Permanent reformism affords huge opportunities for the Left and
could be the foundation for its long-term recovery – returning indeed
to the situation at the end of the 1990s when Left parties held office
in 11 out of 15 European Union countries. 

But we must begin by debating the structural obstacles to reform,
what Anthony Crosland termed “the psychological resistance to
revisionism”, and its consequences for the electoral fortunes of social
democratic parties – for revitalising the Left in Europe intellectually
and politically over the coming years2. 

Throughout the 1990s many centre-left parties turned to reformist
ideas in the belief that they should not merely accept the market
economy, but embrace the values of enterprise, personal responsibility
and hard work. No single European social democratic model emerged.
Instead, three distinct and coherent modernising projects have
developed since the early 1990s: the modernising statism of France,
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the consensual corporatism of Germany, and the globalized social
democracy of Britain. 

These transitions are founded on a paradigm shift within European
social democracy since the mid-1980s. 
• The Left should remain steadfast in its commitment to social

democratic values, but maximise innovation in the means of
delivery. 

• Liberty and freedom are the means, as much as the ends, of social
democratic politics and Left parties should reclaim their roots in
social liberalism. 

• The production of wealth is as fundamental as its redistribution: a
coherent strategy for increasing productive capacity and long-term
sustainable economic growth is fundamental.

• Parties of the Left must embrace new currents in civic society 
and seek to draw strength from the forces of change – namely
feminism, environmentalism, and internationalism. 

The history of socialism revisionism

A revisionist approach is, of course, nothing new on the Left – and we
should guard against scorched earth thinking. The current revision of
socialist doctrine is in fact strikingly similar to the revisionism of the
past. In the late 1950s and early 1960s, socialists in Britain, France,
Germany, Italy and elsewhere re-examined their doctrine and
attempted to free themselves of ideological baggage they regarded as
counter-productive – with varying degrees of success. The German SPD
was the path-breaker at Bad Godesberg in 1959 presenting itself as a
gradualist social democratic party with the slogan: “planning where
necessary, the market whenever possible”. 

As Thomas Meyer has argued, Bad Godesberg achieved a dramatic
break with the past by ending the deeply ingrained dualism on the 
Left between orthodoxy at the ideological level and half-hearted
pragmatism in practice3. Gaitskell and Crosland pursued precisely this
course for the British Labour Party culminating in the failed revision of
‘Clause IV’ in 1959. 

There are other striking similarities between the revisionism of the
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1950s and 1960s and what Donald Sassoon terms the ‘neo-revisionism’
of today4. The two movements have occurred after a lengthy period of
right-wing hegemony. In both eras sociologists were predicting ‘the end
of ideology’ as Kirchheimer heralded the embourgeoisement of the
working-class. There is another parallel. In both eras, a period of
pessimism about capitalism’s survival was followed by its remarkable
recovery. Since the beginning of the 1990s capitalism has proved
globally resilient despite the comparatively weak performance of the
European economy during those years. 

There are of course major contrasts with the 1950s and 1960s, not
least the Left’s recent embrace of constitutional reform – as opposed
to a defence of the ‘bourgeois state’ which had first legitimised social
democracy in the late nineteenth century. The internal process of
revisionism is nonetheless ceaseless. 

The SPD recently published a new ‘framework for the just renewal
of Germany’ as part of its Agenda 2010 reforms, embracing ‘a culture
of innovation’ in public policy5. By calling for the establishment of
national ‘elite universities’ for example, Chancellor Schröder has
broken a post-war taboo of German social democracy, as he seeks to
address the skills gap while tapping more effectively into scientific
innovation. 

The leading French politician Dominique Strauss-Kahn has set 
out the case for a ‘radical reformism’ in the Parti Socialiste as the
foundation stone for the modernisation of French society. He has called
for greater investment in education and human capital, housing and
the health sector, drawing on experience from Britain and Scandinavia,
alongside fiscal and regulatory reforms – widening access to decent and
secure jobs6. 

The British Prime Minister Tony Blair has argued recently in a
pamphlet published by the Fabian Society7: “It is time to acknowledge
the 1945 settlement was a product of its time and we must not be a
prisoner of it. We must recognise that what was absolutely right for a
time of real austerity no longer meets the needs and challenges in an
age of growing prosperity and consumer demand”. 



Are we therefore all revisionists now? 

Political forces can’t survive without regular self-questioning. The
socialist philosopher R.H. Tawney set out the challenge for social
democratic parties with characteristic brilliance in the early 1950s: “to
treat sanctified formulae with judicious irreverence and to start by
deciding precisely what is the end in view”.8 Our parties still have to
negotiate very different national political cultures and legacies – in
addition to different electoral and parliamentary situations.
Nevertheless, social democrats in Europe face common challenges as a
result of globalization and the rise of ‘anti-politics’, antagonised by
changing class structure. This squeezes Left parties and forces us to
adapt to change. 

But this commitment still begs fundamental questions. Is the
attachment to permanent reformism really tenable in the long-term?
Crosland understood that the revisionist project “is an explicit
admission that many of the old dreams are dead or realised; and 
this brutal admission is resented … it destroys the old simplicity,
certainty, and unquestioning conviction”9. Can social democratic
parties therefore adopt such a vision without retreating to the
comforting myths of the past, and can revisionists renew themselves?
We should be conscious of the dilemmas posed by permanent
revisionism.

Revisionist dilemmas: public service reform

The British example is instructive. In re-casting Clause IV of the Party
Constitution in 1995 to fully embrace the market economy, New Labour
ended the historical antagonism between the Left and the private
sector in Britain, and abandoned forever the dream of wholesale
nationalisation of ‘the commanding heights’. It was a triumphal act 
of revisionism. 

However, such a shift has had profound long-term consequences. 
The consolidation of the centralised post-1945 welfare state has

emerged even more avowedly as the principal objective of the Labour
Party since the mid-1990s. To swallow the market, some on the Left
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have hardened their attitude to the public sector, judging only
centralised state provision to be compatible with the commitment 
to equity.

The provision of public services by traditional state providers is
regarded by many in the party as the touchstone of social justice.
Hence the raging disputes since 1997 over Public Private Partnership
projects for capital infrastructure, the use of private agencies in the
NHS and schools, establishing ‘foundation hospitals’ in the health
service, and the outsourcing of public administration functions to
private operators. 

This orthodoxy on public services has also been reinforced by
Labour’s abandonment of the rhetoric and aspiration of socialist
transformation that reached its climax with Nye Bevan in the 1950s. By
discarding the bold aim of replacing capitalism with socialism, a
minority in the Party have settled for a more modest and conservative
defence of the traditional Welfare State as the pinnacle of socialist
ambition. 

Public services are rightly fundamental to the social democratic
conception of the good society. But the removal of one rigid orthodoxy
about markets is in danger of hardening new orthodoxies in relation to
the public sector. As Andrew Gamble has persuasively argued10, the
question of whether there should be public services at all has been
confused with how the provision itself is delivered. 

Public services and the public sector have been equated
unambiguously when they are in fact quite different entities. That the
public sector should be regarded as an island of altruism in a sea of
private interest and greed, and private profit must never be allowed
to intrude, is obviously too simplistic. 

This intransigence puts at risk the continuous innovation essential
to achieving Labour’s aspirations for public services. The founding
principles of the public service to which Labour is most attached, the
NHS, are that it should be universal and free at the point of delivery,
not that it should be provided through a particular structure or set of
employees. 

PPPs are intended not to weaken public provision, but to add a new
dimension drawing on capabilities across both the state and private



sector – tapping into the disciplines, incentives and expertise that
private firms can provide. 

But there is another rationale for PPPs beyond the shallower
appeal of ‘what matters is what works’. Partnership and collaboration
provide deeper benefits. As Martin Summers has pointed out in relation
to local government: “one of the most valuable benefits of opening up
what have traditionally been local government domains to outside
organisations – whether they be commercial organisations, quangos,
charities, NHS trusts or housing associations – is that there has been
opportunity to see how different means of decision-making perform;
thus presenting alternatives to the traditional monolithic, hierarchical
and departmentalised local authority model”11. 

Well-planned and executed partnerships can also give users and
citizen groups a stronger role in commissioning services, and achieve a
stronger focus on outcomes. This could ultimately mean communities
feel a stronger sense of ownership of public services, helping to forge
new coalitions of support for adequate levels of public expenditure.
Many of the most ambitious and innovative programmes undertaken by
the UK Government since 1997, including Sure Start for the early years
and Learn Direct for adult learning, were founded with a strong ethos
of partnership at the core. 

Formal involvement with public organisations can also transform
the operating behaviour of private sector firms. Such firms are called
upon to act within a regulated framework of employment law,
disclosure of information, integrity, and accountability. This implies,
correctly, that there are no rigid ideological or institutional boundaries
between the state, private and third sector. Both state and market are
embedded in, and dependent on, social institutions. Equally, ‘private
sector involvement’ is not a catch all solution to every social policy
challenge, nor is it necessarily an appropriate device for intervention
when existing provision fails. 

The Labour Government in Britain has taken great strides in
reforming public services since 1997. It is striking that influential
constituencies and interests on the Left are coming to accept the need
for greater devolution and pluralism in public provision. But the
dangers of new structural barriers to reform, both institutional and
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ideological, are ever-present, as a period of revisionism and
enlightenment in the 1990s risks giving way to the familiar chorus of
heresy and betrayal today. 

Refreshing the Third Way

A second dilemma relates to the specifically Anglo-American social
democratic reform project of the third way. Again, there is a danger
that in regarding this project as the only catalyst of policy
‘modernisation’, those who advance the third way forget that it too
needs to be revised. They become by implication ‘old’ New Labour.
The third way as envisaged by President Clinton in the mid-1990s was
rooted in a politics of aspiration – how to appeal to those groups in the
lower middle and working-class, famously termed ‘the Reagan
Democrats’, who became alienated from the Left in the early 1970s.
However, the dominant force in the economy and society today is one
of pervasive insecurity. 

The economism and futurism implicit in the third way in fact serves
to undermine the revisionist approach since it implies that history has
an ultimate, fixed destination. Yet there are always new frontiers to
be conquered. The historian Larry Siedentop shows in ‘Democracy in
Europe’ that the tendency to reduce politics to a solely economic
matter, a strong disposition in much of Britain and the US, carries grave
dangers12. Equally, we should be alive to the threat of futurism – the
notion fundamental to Thatcherism that we know what the future is
going to be; we have no choice but to embrace it; and those who grasp
the future are entitled by virtue of their superior insight to lead the
rest of us towards it. 

Fatalism is the enemy of the revisionist approach. Fundamentally,
if global capitalism and its forces conquer all before them, how can
politics have an ethical dimension any longer? This mentality
exacerbates cynicism and corrodes trust in public institutions by
disqualifying any scope for moral argument. The underlying
assumptions of the third way project therefore need to be re-visited.
New thinking should be rooted in a broader and more coherent political
narrative that is unambiguously couched in the values of the Left. 
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Equally, those who consider European social democracy to be 
in irreversible decline are too pessimistic. Embracing ‘permanent
reformism’ opens new doors and unleashes new opportunities:
electoral, political and intellectual. Fundamentally, revisionism is a
radical cast of mind that provides a critical framework for thinking
expansively about human affairs, to develop strategies and policies
that take account of change. But the Left, while embracing the
revisionist project, must also be aware of its dilemmas in order to 
gain renewed intellectual and electoral relevance. 

The ideal of a European Union able to offer an effective counter-
weight to the ‘Washington consensus’ of the IMF and World Bank has
rich potential. Economic globalization is still far from comprehensive.
For all the emphasis on globalization, and the challenging structural
adjustments in the European economy it requires, trade has grown
faster within the EU than outside. Markets for goods and services, in
particular, remain far more European than global. There is still scope
for macro-economic policies at both national and European level.
Hence there is a golden opportunity to deepen integration in a social
and economic direction at the same time as expanding the Union
towards eastern and central Europe. 

A new European social democratic model: 
life chance guarantees?

We should therefore pursue existing initiatives such as the 2010 Lisbon
Agenda, while opening up new routes to economic dynamism and 
social justice. Europe needs a social architecture that is in stronger
harmony with the kind of economy, employment and family structure
that is developing based around what Esping-Andersen terms ‘life
chance guarantees’13. A new European social democratic model that
provides a compelling response to insecurity yet does not imperil
economic competitiveness is still eminently achievable. But improving
productivity and growth performance within the Euro zone is an
essential prerequisite. It is a harsh reality, but there are no longer any
national roads to socialism. 

This is an open field for the Left as the Right risks imploding in the
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face of its own contradictions. Across Europe, a disparate array of
conservative parties express continuing hostility to the EU without
having the courage to discard its institutions. Their effort to create
coherence, by seeking to exploit anxiety about ‘outsiders’ while
simultaneously affirming neo-liberalism, has provided short-term
success by the ruthless exploitation of insecurity – bracketing together
anxieties about crime, migration, identity, public services, and
terrorism. Yet this is deeply confused and in the long-term may
fracture the electoral constituencies of Right-wing parties beyond
repair. 

Conclusion: next steps

All modern European socialist parties recognise that there is no going
back. Embracing permanent reformism has many attractions. But we
should not delude ourselves that committing to it at the theoretical
level will somehow dissolve all structural barriers to the revisionist
project. It will not. The hard grind of analysis, clarification,
prescription and persuasion lies ahead of us. Yet if social democracy is
to survive, we must do more than catch up with the changes of the last
20 years. We must chart a new path for the future.
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Is the Lisbon Process Lost?

A N G E L I C A  S C H WA L L - D Ü R E N

Three years into the EU’s Lisbon economic reform agenda, the
European Union still remains far from achieving its goal of becoming
the “most dynamic and competitive knowledge-based economy in the
world by 2010”. Despite this, notable progress has been made at the
European level in implementing many parts of the Lisbon agenda – such
as energy liberalisation, financial services integration and the adoption
of a Community Patent, though we are still waiting for the positive
effects on growth and employment that were forecast. Today it is
questionable whether we can meet the ambitious targets for reducing
unemployment, raising employment rates for women and older
workers and increasing expenditure on research and development to
the three per cent of GDP set at Lisbon.

In view of the budget deficits in Germany, Portugal, France, Italy
and The Netherlands, continuing slow growth rates and labour market
problems – one might say that the Stability and Growth Pact ensures
neither stability nor growth and so call for changes to be made. But 
I will not do so. Why? 

First, some remarks on the Stability and Growth Pact. 
At the European level, the rationale for the Stability and Growth

Pact and the observance of sound fiscal rules in all the Eurozone
countries is as valid today as it was in 1997, when the Pact was
created. If countries share a common currency, they need a set of key
rules for their fiscal policies and some kind of fiscal coordination.
Without this, it could push up inflation and result in the ECB’s interest
rates going higher than they otherwise would. Breaking the rules would
also send the wrong signal to the accession countries – showing that the
current Member States are unable to implement the necessary reforms
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and secure sound finances. 
In my view, the overall framework for stability-oriented economic

and monetary policy in Europe is broadly appropriate, and there is 
no need for dramatic changes. Nevertheless, I do see scope for
improvement. I believe the EU needs fiscal rules that are flexible
enough to allow governments and parliaments to react to economic
difficulties, but strict enough to ensure the sustainability of public
finances. The Stability and Growth Pact – in my opinion – gives us this
flexibility. I will return to this point later on. 

What is wrong in Germany? 

In my opinion, the budgetary problems in Germany, France, Italy and
also in The Netherlands are not caused by the Stability and Growth
Pact or the euro. There is no doubt that the German economy – which
is highly dependant on exports – has been very badly affected by the
uncertainty and poor growth seen in the global economy since 2001.
The unfavourable economic conditions during the last three years have
had, and are still having, a particularly adverse effect on tax revenues,
making additional expenditure on the labour market and social security
necessary. But there are also other, special factors – such as the
necessary continuation of (very high) transfer payments to the new
Länder, or constituent states, of the former East Germany; Germany’s
substantial net contribution to the EU budget and last but not least:
the fact that over many years (under the Kohl government) there was
a failure to implement real reforms in Germany. 

The conjunction of all these factors has brought about the current
situation, which restricts Germany’s fiscal room for manoeuvre. 

In consequence, the ‘German political class’ and the Parliament in
particular has been engaged in very tough debates, which are still
continuing, about how to overcome the economic slowdown and rising
unemployment, how to stimulate growth and ensure fiscal stability,
and how to implement the unavoidable structural reforms without
losing the next elections.

I think the main task is to find the right policy mix: one that will
ensure the long-term sustainability of public finances, growth, more
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jobs and greater fairness between generations. And to have the power
to implement it.

The so-called Agenda 2010 is the German roadmap for achieving all
these different goals. It is in line with the recommendations of the
Commission and the Ecofin Council, and contains a mix of structural
reforms to social security systems and the labour market (the Hartz
reform, health reform and pension reform), as well as long-term
measures to reduce the national debt and promote fiscal
consolidation. I believe that these reforms are essential if we are to
maintain our living standards and ensure our social security systems
function in the future under the conditions to be expected in a society
with an ageing population. 

In addition, the decision to implement the next step of our reform
of the tax system one year earlier will – temporarily – reduce our public
income and lead to higher borrowing. But we are convinced that these
measures will support economic growth and private consumption, and
as a consequence will lead to higher incomes and improved fiscal
conditions. And this kind of flexibility of the Stability and Growth Pact
should be accepted. When the proposals of the European Commission
go in this direction, then – I think – we would be able to agree.

However, the political situation in Germany – in a federal system
with an SPD-Green majority in the Bundestag and a CDU/CSU majority
in the Bundesrat – the council of constituent states – makes it rather
complicated to implement the whole reform package. Therefore, we
have established a commission for the modernisation of our federal
system. 

There is no way back – we have to proceed with reforms now – in
a situation of weak economic growth, high unemployment and ongoing
fiscal problems, and we are ready and willing to continue this way. And
the clear voting and the broad consensus in the German Bundestag last
year concerning the social security system reforms – especially on
health and labour market reforms – made clear that the national
parliament is willing and able to proceed with the necessary reforms. 

Now we have to reflect on the next reform steps: how can we
implement further necessary reforms without overstretching the social
cohesion of our society? How can we better explain what we have to



do and why? In the SPD we have launched a big debate on the right
innovation and solidarity strategy for our society in the future. And this
is not a narrow discussion, but a very complex one, combining different
policy fields: such as the promotion of knowledge-based economic
growth and competitiveness, improved internal markets, sustainable
finances and higher investment, an active Welfare State, education,
training and life-long learning, higher employment, equal
opportunities, more chances for older workers and women, how to
meet demographic challenges, greater social solidarity, justice and
participation, a better quality of life. And last but not least: how to
tackle the challenges of enlargement and globalization. In other words
– we are discussing our Lisbon agenda.

Let me now come back to the European level and the Lisbon
strategy. The need for substantial reforms, not only in the Member
States, but also across Europe and the European Union as a whole, 
is clear. 

First, I would like to welcome the new European Initiative for
Growth and the quick start list decided by the European Council in
December to mobilise investment in two key areas of the Lisbon
agenda – networks and knowledge. We also welcome the road map and
the new priorities proposed by the Commission for catching up with
Lisbon agenda. I think this is the right signal at the right time providing
confidence in the potential of the European economy. 

In February 2004, the European Commission will table its initial
proposals for the new financial perspective for the period after 2006
and the main policy outlines of a new agenda 2007-2013. I am
convinced that the forthcoming discussions in the Council are going to
be the hardest we will ever have had. This is not because there is no
willingness in the old Member States to support the accession countries
or the current cohesion countries, but because they are unable to
achieve all the various goals simultaneously and without changes:
securing growth and competitiveness, sound finances, high
employment, solidarity with the poorest, a very high agricultural
budget and more money for the structural funds and the cohesion
fund. In addition, we will have to face up to new challenges, such as
protecting the new frontiers of an enlarged EU, CFSP, ESDP and foreign
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aid for the poorest countries in the world. 
I believe a very careful approach is required: we need a sound

balance between different objectives. We need better coherence
between the financial perspective for an enlarged Union and the
requirements of the Stability and Growth Pact leading to real
budgetary cuts in several Member States. And – as in Germany – we
need real reforms in the main areas of policy. The national parliaments
together with the national governments can and should play an
important role to reach the necessary compromises. Otherwise we will
be unable to explain to our people what we are going to achieve in
Europe and in our countries. Let me end with the motto of the Irish
presidency: let us work together in and for Europe.





Growth Policies for Europe:
Is there a Common Social 

Democratic Agenda?

J E A N  P I S A N I - F E R RY

Assessment

The growth performance of the EU is disappointing. The long term
statistics are telling: income per capita in the EU has for three decades
been stagnating at 70 per cent of the US level and since 1980, the
share of the EU in world GDP has declined by 4.5 percentage points
from 23.9 per cent to 19.4 per cent in 2003, against a mere 0.5 per
cent drop for the US. Recent developments are also worrying, as labour
productivity growth has accelerated markedly in the US since 1995,
increasing by one per cent per year between 1995 and 2002 compared
to 1990-1995; while it has decelerated in the EU, falling by one per
cent each year. While the slowdown in European labour productivity
growth partially results from employment policies that have succeeded
in bringing low-skill, low-productivity persons back into employment,
this cannot account for the whole story. There is also something wrong
in the working of the engine. 

Finally, it is hard to be satisfied with the record of the euro area
during the recent slowdown. Growth has been one per cent per year in
2001-2003, against two per cent in both the UK and the US. It can be
argued that things would have been worse without the euro – or, to put
it differently, that the common currency cannot be held accountable
for the weaknesses and policy mistakes of its constituent member
states. Nevertheless, the accomplishment is clearly inferior to what
had been expected by the supporters of monetary union. 

This underperformance questions the sustainability of the
European social model(s), as persistently slow growth makes the fiscal
cost of social protection increasingly difficult to bear. It also questions
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the legitimacy of the EU in the eyes of citizens who regard prosperity
as the number one European public good, and Europe’s ambition to
play a role in the world economy – in this respect, the ultimate threat
is irrelevance. 

Against this background, it would be unfair to blame European
policymakers for having been inactive. They have successively launched
three major programmes to rejuvenate old Europe and foster
prosperity through common policies: the Single Market in the 1980s;
the euro in the 1990s; and the Lisbon Agenda in 2000. But while each
of those endeavours has requested adaptation and effort from Europe’s
citizens, none has consistently delivered the growth that had been
expected and promised. For that very reason, our depressing economic
record undermines support for European integration. 

If this assessment is correct,1 European social democrats must put
growth on the very top of their policy agenda. They cannot afford, as
they often did in the past, to take it as given and concentrate on
distributional or qualitative issues. They must address the growth issue
head on, thoroughly investigate the underlying causes, and put forward
their specific responses. 

Explanations

There are different views on the balance of factors that account 
for the economic performance of the EU. What can be called the
structuralist view holds that (almost) all difficulties can be traced back
to dysfunctional markets and especially to home-made rigidities in 
the labour markets or excess regulations in the market for goods 
and services. This view is widespread in Europe and among outside
observers. At the other end of the spectrum, the unreconstructed
Keynesian view holds that macroeconomic policy failures account for
(almost) all of our growth shortfall and that structural factors play a
minor role. This approach is well represented on the Left in several
European countries. 

While there can be elements of truth in both explanations, none
can really account for the facts. The structuralist view cannot explain
why the same economic institutions that had been conducive to growth
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and full employment suddenly became a handicap; the Keynesian 
view cannot explain why the growth performance across countries
appears to be uncorrelated to the extent of the recourse to demand
reflation policies. 

An alternative approach emerges from recent research and policy
papers.2 It emphasises that the economic institutions that are
conducive to growth in a catching-up economy whose development is
based on imitation – such as long-term credit relations between banks
and companies, lifelong labour contracts, oligopolistic competition,
and so on, and can become dysfunctional in an economy approaching
the technology frontier, whose growth must be based on innovation.
For example, barriers to entry that limit competition are hardly
detrimental to growth in developing economies that are far from the
technology frontier, but become increasingly costly as the distance 
to that frontier diminishes. By the same token, spending on higher
education does not significantly impact on growth in developing and
emerging economies, but becomes a key long-term growth factor in
advanced economies. 

This approach does not deny the need to embark on structural
reforms in order to revive growth. However, it stresses that those
reform must be guided, not by a need to conform to an eternal
paradigm, but by the need to make the economy better able to
embrace the modern growth fundamentals of advanced economies. For
example, it puts emphasis on ensuring an appropriate level of spending
on higher education and research, or on making sure that competition
policy aims at favouring the entry of new players rather than at
containing the market share of the incumbents. 

This approach does not deny the role of macroeconomic policy
either. Investment in innovation inherently involves risks which can be
either magnified or contained by a well-designed macroeconomic
stabilisation policy. As the US experience suggests, structural and
macroeconomic policies should be regarded as complements rather
than substitutes3 and reforming the EMU macroeconomic framework 
is an integral part of a European growth programme. 

If this view is correct, it has strong implications for European social
democrats: first, they should avoid playing again the same old tunes



and cease limiting the policy debate to a ‘structuralist vs. Keynesians’
controversy (in fact, as emphasised in Strauss-Kahn, 2002),4 there is
nothing in the intellectual and political history of the Left that should
make it unable to address supply side issues and lead it to limit itself
to managing the demand side); second, they should give thoughts to
defining a common reform agenda that both addresses the new issues
and corresponds to their values and priorities. 

What agenda?

European political currents are likely to be increasingly held
accountable for their ability to put forward and implement a credible
growth agenda. As usual when an issue is taking centre stage on the
policy agenda, voters will make their choice on the basis of the
perceived quality of the various programmes on supply. 

In such a context, social democrats have to beware of two risks.
The first one is to be short on new proposals and ideas, with the danger
of giving the impression that they are not really able to tackle the
issue. This risk is especially prominent in countries where the Right
holds power and presses on a pro-reform agenda, while the Left, in
opposition, tends to resist it. Conservatives miss no occasion to portray
the Left as the new status quo party. 

The other risk is to embrace a pro-growth reform agenda that turns
out to be indistinguishable from that of the Right. This is a danger that
the centre-left especially faces in countries where it holds government
positions and must act in coalition with centre-right parties or with
centre-right governments in the rest of Europe. But it can even affect
the home-grown reform agenda in countries where social democrats
are in a majority. Such policies may be justified in their own right, but
they risk undermining the legitimacy of the Left in the eyes of its basic
constituencies.

What is frequently missing is a reform programme that both
promotes growth and has roots in the core values of the Left. The
Lisbon agenda, which was elaborated when social democrats were in
power in a majority of EU member states, was a first common attempt
and it still provides useful guidance, however its credibility has
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diminished as commitments have not been followed by delivery. Lisbon
cannot be regarded anymore as a sufficient programme. Rather, it
should be considered as a basis for further elaboration. 

This is not the place where a detailed agenda can be offered.
However, a few selective issues can be outlined. 

Education and research probably come first. Both are essential to
improving Europe’s growth performance and both speak to the Left’s
long-term acquaintance with the aim of developing and disseminating
knowledge. However, hard choices must be confronted: first, knowing
that spending on tertiary education represents 1.4 per cent of GDP in
the average EU country against three per cent in the US, how should
the required additional spending be divided between the state and the
private individual? Second, knowing that the EU lacks world-class
centres of excellence for education and research, how should
competition among universities be organised in order to foster both
excellence and high quality in mass education? Education policies for
the twenty-first century cannot just build on yesterday’s successes.
Ways must be found that combine continued public support with
appropriate additional incentives that foster quality and the promotion
of students from poor or minority neighbourhoods.5

A second issue is labour market reform. It is highly sensitive on the
continent as the very project of reforming labour market institutions is
frequently pictured as being inspired by a neo-liberal agenda. Yet the
basic challenge – how to reconcile the business demand for more
flexibility to adjust to changes in tastes, competition and technology
and the peoples’ demand for income security – cannot be evaded. On
the one hand, the need for a more flexible production system is
indisputable, especially in an innovation economy. On the other hand,
European citizens demonstrate in many ways that they are adverse to
risk, and the role of economic policy is not to change the citizens
preferences. Fortunately, the game is not a zero-sum one: appropriate
institutions that combine those two aims can also be conducive to
higher investment in human capital and therefore to productivity and
growth. Instead of approaching the issue through piecemeal reforms
that may be detrimental to both workers’ security and long-term
growth, such as the proliferation of temporary contracts, the Left



should rather confront the challenge and concentrate on designing,
and making socially acceptable, institutions that can be conducive 
to both. 

Macroeconomic policy is a third example. The current European
set-up has been inspired by the need to protect the ECB from the
danger of political interference that would have threatened price
stability. This legitimate objective has often led to relegate other
objectives to second rank status, such as the need to ensure
appropriate fiscal stabilisation and the need to establish a
macroeconomic set-up that is at the same time conducive to growth-
enhancing reforms. In view of the inadequate growth performance 
of the recent years, many social democrats rightly question the
appropriateness of the EU fiscal discipline framework. Yet any reform
of this framework must be based upon the recognition that fiscal
responsibility is an essential tenet of a well-functioning monetary
union. Only after this reality is unequivocally acknowledged can
fruitful discussions be started on the desirable reforms of the Stability
pact and macroeconomic policy coordination procedures. 

Last but not least, the role of Europe in this very process of
growth-enhancing reforms must be assessed. Two views of European
integration coexist among social democrats, which are increasingly
difficult to combine. The first holds that what European integration is
essentially about is the building of a collective economic sovereignty.
According to this view, states may have to surrender national economic
sovereignty but it is in fact transferred to a higher, federal level. The
alternative view maintains that the essence of European integration is
to create a level playing field for policy competition among states. It
is thus a process through which the best and most successful policies
emerge. Those two views have long coexisted in Europe, but
compromises are increasingly difficult to reach, as indicated by the
ongoing dispute on tax coordination and harmonisation. This debate
has a bearing on growth-enhancing policies: those who favour the 
first model naturally propose that the EU takes on explicit
responsibilities in this domain, for example through a change in the
structure of its budget that would lead to more Community financing
for research, infrastructure and innovation and through a refined
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macroeconomic framework, as suggested by the Sapir Report. Those
who favour the second model hold that responsibility for growth
essentially belongs to the remit of the member states and that 
the EU should only create conditions for those policies to be 
effective. 

In summary, it is more than time to revisit the social democrats’
European growth agenda in the light of recent successes and failures
and to put together a common package of credible pro-growth policies.
The lack of serious discussion on these matters does not favour 
the building of a consensus among European social democrats and 
the elaboration of a common thinking. On the contrary, it favours 
the development on the Left of Eurosceptic attitudes and the
dissemination of ideas that portray European integration as the Trojan
horse of free market fundamentalism.

Fortunately, there is much the Left can do for growth without
jeopardising its identity. But there is also a long list of new issues to
deal with and of old issues to revisit, both at the national and the
European level. It is only by addressing controversies head on that the
social democrats can define their own growth agenda and persuade the
European voters that they are better able to combine economic
performance with social justice. 

The current state of the debate among European social democrats
is an indication of the time that has been lost. It is more than urgent
to start working again. 
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Lisbon: 
A Missed Opportunity for 

Social Democracy

R O G E R  L I D D L E

For several years European social democrats have been asking
themselves a pretty basic question. Can we devise a governing
strategy, consistent with our values, that guarantees economic
prosperity in the modern world, while, at the same time, advancing
social justice? With the economic core of Europe at best enjoying
sluggish recovery, this regrettably remains a big issue not only of
electability against the forces of the Right, but also of whether the
Left can govern successfully. 

There are, however, deeper and more challenging issues for social
democratic thinking. Does a strategy to promote growth through
structural reforms inevitably create ‘losers’ and damage social justice?
How can social democrats justify painful structural reforms that may
in themselves deepen inequalities? Is it simply that once structural
reforms have moved the economy onto a higher growth path, social
democratic governments can channel that growth dividend into higher
public spending that advances social justice? Or can we devise a
package of structural reforms more in keeping with social justice than
classic neo-liberalism that is equally as effective in promoting growth,
if not more so, and minimises the number of ‘losers’ along the way?

Phrases such as ‘economic reform’ and ‘modernisation of the
European social model’ are freely bandied around in European debate.
In themselves, these are loose concepts with intellectual origins as
much on the neo-liberal right as the modern social democratic left.
However, this essay focuses on the so-called Lisbon Strategy agreed by
the European Council in March 2000, which reflected a political
moment of social democratic optimism. 

Lisbon was a set of European Council Conclusions, not a party
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political programme. However, 11 of the 15 Heads of Government who
agreed it were of the Left. When the European Council meets in
Dublin, in a month’s time, to review progress in implementing the
Lisbon strategy, only three of those centre-left leaders will still be
present: Blair, Persson and Schröder. Lisbon nevertheless has gained
the status of the economic reform benchmark. It still represents the
most comprehensive attempt to devise a governing programme for
economic and social modernisation in Europe. 

As a programme of reform, Lisbon has so far brought limited
results. The European Commission’s report to this year’s Spring Council
warns of “still much to do” and “major problems which need to be
tackled urgently”1. However, my argument is that Lisbon represents
more than a ‘what matters is what works’ consensus among policy
makers. Rather it has real potential as a distinctive model of political
economy for the progressive left. For social democrats, our failure to
grasp Lisbon represents a great missed opportunity. We should use
Lisbon to modernise domestic party programmes, as a point of
ideological differentiation with the Right and to demonstrate the
potential of the European project to achieve social democratic goals
that are no longer within reach of nation states alone.

Why Lisbon is right on economic reform

Some on the Left take issue with the premise on which Lisbon is 
based: that the European model of social market capitalism faces
fundamental challenges. Caution about the evidential basis for
Europessimism is certainly justified. The impact of the shock of
German unification on the core of the European economy has been
prolonged, but in terms of international competitiveness, Germany is
very far from being the ‘basket case’ of Eurosceptic myth. Statistical
comparisons between EU and US performance can be simplistic. Higher
US growth rates in part reflect an expanding workforce: US
performance is less impressive by comparison with Europe on a per
capita basis. Similarly, higher US productivity growth is in part the
result of longer hours worked; and, arguably, most Europeans, other
than the British, have a perfectly reasonable preference for leisure.
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However, it cannot be disputed that Europe’s impressive post-war
productivity catch-up with America had ground to a halt by the 1980s
and there is mounting evidence that, since 1995, America has started
to extend its lead. According to the Commission, “the growth rate in
productivity per employed person in Europe has been going down 
since the mid-90s and is now fluctuating between 0.5 per cent and
1 per cent, against 2 per cent in the United States”.2

The Sapir report3 provides a plausible explanation of how the
structure of the European economy has not changed fast or radically
enough to close this widening gap. “The post-war system came under
attack because the patterns of both consumption and production had
shifted in favour of different types of product requiring a different form
of industrial organisation ... This called for less vertically integrated
firms, greater mobility both intra and inter firm, greater flexibility of
labour markets, a greater reliance on market finance and a higher
demand for both R&D and higher education ... However, these necessary
changes in economic institutions and organisations have not yet occurred
in Europe and it is this delay which accounts for our growth deficit.” 4

Some on the Left accept the facts of slower growth and higher
rates of unemployment in core Euroland, but argue that it is better to
live in a more equal society where the unemployed receive high social
benefits, than go the American road of high employment combined
with bad jobs, high insecurity, poverty pay and more extreme
inequalities. But the argument that there exists a crude trade-off
between unemployment and inequality ignores the experience of
Nordic countries and The Netherlands which have managed to combine
relatively high employment with more equal societies than France,
Germany, Italy or the UK. Also, demography raises a serious question
about the sustainability of European welfare states that finance high
social benefits out of imposts on employers and employees. In Europe,
over-60s, as a proportion of the population of conventional working
age, have increased from 20 per cent in 1960 to 35 per cent in 2000.
The figure is forecast to grow to 47 per cent in 2020 and 70 per cent
in 2050.5 This increasing dependency ratio could lock some European
welfare systems into a vicious circle of rising social charges on the cost
of employment. In turn this would lead to higher unemployment,



especially amongst the low skilled and in turn diminish the long-term
sustainability of the welfare systems. 

But the decisive argument against complacent acceptance of
‘comfortable’ high levels of unemployment and inactivity should be
the old socialist conviction about the ‘dignity of work’. The moral risks
of idleness were one of the main themes of the Beveridge Report that
laid the foundations of the British Welfare State6. Today, the insider-
dominated European labour market places the burden of inactivity on
young and old. Employment participation among European under-25s is
some 20 per cent lower than the US figure. Among 55-64s, it fell
spectacularly from 60 per cent to 49 per cent between 1980 and 2000.
Levels of employment participation need to rise in order to make
welfare systems sustainable in an ageing society, but the integration of
women and older workers into the labour force requires more labour
market flexibility, and an economy that is generating part-time service
jobs on a larger scale than in many European countries today. 

The virtues of Lisbon as an ideological model

For the author, the underlying assumption of Lisbon was right. The
growth and employment performance of the European economy is
deeply unsatisfactory. We have to reform – but for a clear purpose. 

Lisbon provides us with a value-driven approach to reform,
because its essential purpose is the modernisation of the European
social model in order to make it sustainable for a new century: to
renew the economic and social platform on which further advances
could then be made towards the egalitarian goals of greater
opportunity and security for all. 

Crucial to Lisbon is market opening and liberalisation to create
more flexible product, capital and labour markets; but there is much
more. Lisbon envisages an essential complementary role for modern
public intervention in spreading ICT, raising skills, boosting R&D and
promoting enterprise and investment: what, in New Labour’s 1997
Manifesto, we called ‘flexibility plus’. It does not advocate the
abolition or weakening of the Welfare State but, instead, a change in
the Welfare State’s role from passive payment of benefits to active
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measures to promote employment. It argues that social inclusion and
economic prosperity march hand-in-hand, and proposes, for the first
time, European targets for tackling poverty in each member state on
the basis that social exclusion weakens long term economic potential. 

Ideologically and programmatically, the attractions of the Lisbon
agenda for social democrats ought to be considerable. It provides a
reference point for the modernisation of our party programmes. 

First, it resolves a basic tension about economic policy that has
divided the Left. Many blamed high unemployment in Europe on
failings of macro-economic policy: in particular, the dogged pursuit of
the Maastricht convergence criteria in the 1990s. But an increasing
number of experts on the Left have accepted, at least in part, that
unemployment has remained stubbornly high in several countries
because of structural factors, particularly labour market rigidities.
Lisbon reconciles these positions with the proposition that structural
and demand-side policies need to work in tandem. Macro-policy should
provide stable conditions for growth. Open markets and well-targeted
public spending raise the long-term growth potential of the economy,
while labour market and Welfare State reforms raise levels of
employment for any given level of economic activity.

Second, Lisbon makes a social democratic case for markets. This 
is different from the neo-liberal proposition that the purpose in
opening markets is simply to give the market’s ‘invisible hand’ free
rein and the ‘sink or swim’ political philosophy that goes with it. 
The social democratic argument for strengthening competition is 
that uncompetitive markets tolerate unaccountable accumulations of
private power. That accumulation of private power represents a vested
interest that gives low priority to the claims of both consumers and 
the unemployed, and acts as a barrier to new enterprise. Look at the
arcane arguments over the Prospectus and Investment Services
Directives. The Stock Exchanges of European countries have sought to
thwart the liberalising intent of the European Commission’s Financial
Services Action Plan. They are protecting their own narrow interests in
survival as against the broader European interest in lowering
transaction costs and making it easier for new entrepreneurs to raise
capital for new sources of growth and innovation in the real economy. 



The greatest untapped potential of the Single Market is for SMEs to
grow by doing increased business across more open European borders.
Here lies some of the biggest potential for new jobs. Social democrats
should be sceptical of the obstacles put in new competitors’ way by
national champions seeking to protect their own advantaged position,
even though the first round effects of freer competition may lead to
loss of well paid unionised ‘insider’ jobs.

Third, Lisbon postulates an active role for a modernised state: its
objective is not a lesser role for government, but a more effective
role. Structural reforms require more than opening markets and
strengthening competition. Economic debate tends to focus on public
sector deficits, but the crucial deficits in Europe are those of
knowledge. This is where America has established a growing lead. The
United States spends three per cent of its GDP on higher education and
2.7 per cent on R&D, whereas the comparative EU figures are around
1.4 per cent and 1.8 per cent of a lower absolute GDP. Also, Europe’s
spending must be less ‘efficient’, because national duplication of
activities prevents the full exploitation of synergies through the
creation of ‘centres of excellence’. So, there are many shortfalls in the
quantity of ‘knowledge production’ that need to be addressed through
both higher public investment as well as new policy frameworks that
promote higher levels of private spend, such as R&D tax credits and
university tuition fees. 

At the same time, decentralised modern government has an active
role to play in promoting more efficient knowledge diffusion, leading
to more successful commercial innovation and enterprise 7. Lisbon
supports shifting from old-fashioned state aids that paid out large
subsidies to big corporations to modern policies that promote the
growth of SMEs and venture capital, especially in the less prosperous
regions. But that requires more effective intermediary capabilities at
regional level to deliver sophisticated methods of business support.

Fourth, Lisbon is about modernisation, not abandonment of the
European social model. The move from passive to active labour market
policies is not a right-wing agenda of cutting back on the role of the
state. For social democrats, the real challenge of reform is to
modernise the ossified structures of the centralised state in order to
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make it an effective delivery vehicle for promoting greater
opportunity. Paying out benefits is a relatively uncomplicated
bureaucratic function; devising personal plans for the individual long-
term unemployed, that will assist their labour-market integration, is
much more complex and requires some localisation of decision-making
to reflect differing local circumstances. Similarly, among the non-
Nordic members of the EU15 who have no tradition of comprehensive
childcare, establishing coherence out of the present patchwork of
provision is a huge challenge for Welfare State modernisation. 

Fifth, Lisbon’s central focus on the target of ‘more and better’ jobs
is a unifying challenge for social democrats throughout the Union. This
is of far more concern to our supporters than Constitutions or IGCs
(important though rapid agreement on them is). The recent report
from the Employment Taskforce8 under the distinguished chairmanship
of Wim Kok sets a comprehensive and challenging agenda of labour
market reform. 

It is, of course, nonsense to say any job is better than no job:
otherwise, we would still employ children as chimney sweeps. But, as
long as a decent minimum of social and employment standards is in
place, a low-paid job is better than no job. Low pay need not mean
poverty. Tax and benefits systems can be reformed to ensure the low
paid are not trapped in poverty, through the type of tax credits that
Gordon Brown has pioneered in the UK. Tax credits are not simply 
a smart policy innovation. They are a key ideological tool for 
social democrats if, as many believe, the economic returns to different
types of labour are becoming more divergent, and therefore income
inequalities are likely to increase, as advanced economies move
beyond the mass production stage.

Work is the foundation of opportunity. For many long-term
unemployed, any job is a first step in re-integration to the labour
market. The responsibility of social democrats is not to make the initial
cost to the employer of providing that fresh opportunity prohibitively
high through excess regulation. Rather we should ensure there are
more rungs in place on the ladder up which the newly reintegrated
worker could potentially climb. But this requires giving real policy
substance to the mantra of ‘lifelong learning’ from which we are still
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some way away. 
Even in countries with recent strong employment performance like

the UK, there is no room for complacency. The New Deal has been a
brilliant success in tackling long-term unemployment among young
people and relatively so amongst lone parents. However, the
Government’s Strategic Audit9 laid bare uncomfortable facts about the
extent of inactivity in the UK labour force, especially among the over
55s. The outlook for the unskilled, particularly in the less buoyant
regions, is bleak; and far too many people in the workforce lack the
most basic of skills. High levels of inactivity combined with a deficit of
skills is a huge part of the progressive deficit in the UK that Labour has
still to address. 

Why the European dimension of economic reform ‘adds value’

However, this particular UK illustration exposes a presentational
problem for Lisbon. The themes that this paper has highlighted would
come across to many Labour MPs as essentially national challenges in
which the role of the European Union is, at best, peripheral. I fear that
to their German counterparts, the EU might come across not just as
peripheral, but as part of a more general problem of unwanted top
down interference. If much of the Lisbon agenda is about national
policy implementation, why not leave member states to get on with
managing the political challenges of domestic reform, without any fuss
from Brussels? Why bring Europe into the equation at all?

The best reason is that the European dimension adds unique value
– both in economics and politics. Market-opening measures, that
deepen economic integration within the Single Market, improve growth
potential all round. This market-opening thrust is only one dimension
of the Lisbon package, but it is a crucial dimension, and one that can
only be delivered at European level. A vigorous combination of new
directives to free up markets, better enforcement, a stronger
competition policy to promote new entry, co-ordinated regulation of
network industries and more open trade would be a potent mix to
enhance long term growth potential. 

Simply because this agenda is sold as ‘good for business’,
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particularly in order to sustain elite support for the European project,
does not mean it is ‘bad for working families’. Because it is good 
for growth and good for jobs, it is good for working families too. We
have no less an authority than the economists of the IMF and the
Federal Reserve to underline the point. “Our simulations indicate that
increasing competition in the euro area to US levels could boost output
by 12.4 per cent in the euro area and 0.8 per cent in the rest of the
world”10. As a result, they predict Europe could enjoy an investment
and jobs boom. 

In the short term, there are inevitable losers from market
integration. Social democrats have an obligation to help these losers to
adjust. The traditional social democratic response has been to press
for increased European funding to strengthen ‘social cohesion’ and 
to argue for a social agenda of high regulatory standards in order 
to prevent a ‘race to the bottom’. Both these traditional responses
require modification.

The traditional European instruments for strengthening cohesion
have been the Structural and Regional Funds. At one time, it was
predicted that the golden triangle at Europe’s core would be the major
beneficiary of market integration at the expense of the periphery, but
this has proved false. No-one disputes the case for transfers to the new
members of the EU whose living standards are less than half the EU
average. But within the countries of the EU 15, regional differentials
follow no consistent pattern and the effectiveness of EU intervention
has varied a great deal. There is a debate to be had on whether this
type of intervention is most appropriately channelled through
European, national or sub-national budgets – albeit within a common
European framework. There is also an issue about whether aid should
be refocused more on stimulating new sources of growth and helping
individuals to adjust rather than on specific geographical areas and
infrastructure projects. But, for a social democrat, the promotion of
effective support for adjustment must march hand-in-hand with
market integration. 

On the issue of regulation, business across Europe is demanding
that the politicians ensure ‘Brussels gets off its back’. Social democrats
need to open up a more sophisticated debate about regulation and its
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impact on jobs and competitiveness. EU-wide regulation can promote
competitiveness by setting standards that apply across a huge market,
the best example of which is how the GSM standard has made Europe
the world leader in mobile telephony. EU-wide regulation can however
cost jobs in internationally competitive markets, if European
companies are expected to adhere to more costly standards than their
overseas competitors, as the Germans fear in the case of the present
discussions over the Chemicals Directive. 

Also, social democrats have to recognise that ‘Social Chapter’
regulation can pose a particular burden on small firms. The Labour
Government in Britain supports the concept of a floor of social
standards, which since 1997 has become more solid and widely based.
But there has to be flexibility in application. We have to accept that
there may be trade-offs between the creation of new jobs and the
imposition of costly social standards. All one can do is strike a balance,
case by case.

It is simply not good enough to argue that, in the long run, all
Europe can be winners from more open markets. In the long run, we
are all dead, as Keynes famously quipped. Certainly, we need strong
action at European level to strengthen the Single Market, such as
backing for the European Commission’s present proposals to extend 
the Single Market in services and more determined enforcement of
existing rules on competition and state aids. But we also need full
consideration of imaginative proposals like those contained in the Sapir
report for ‘restructuring credits’ that redundant workers could put
towards the costs of moving home or retraining11. Social democrats
need to sharpen Lisbon’s policy focus on the problem of assisting the
losers from market integration.

Equally, reform of the Stability and Growth Pact matters to both
members and non-members of the euro alike. The present Pact is
inimical to the Lisbon objective of ensuring stable macro conditions for
growth. Several countries have been forced by the Pact into policies
that aggravate the economic cycle. This is not just a matter that
affects members of the euro. Perverse economic policies outside
eurozone areas are damaging to countries like Britain outside the euro
with over half their export markets in the eurozone. The decision by



France and Germany to ignore Stability Pact rules may have been
economically sensible in its own terms. On the other hand, it has called
into question the viability of co-ordinated fiscal discipline at European
level, never mind the more ambitious notions that some economic
experts harbour for a carefully-tuned balance between fiscal and
monetary policy within the eurozone, if growth prospects are to be
maximised. 

If Lisbon’s goals are to be realised, Europe must adopt a revised set
of fiscal rules that will facilitate public investments that raise long-
term growth potential. Social democrats need to open up a new debate
about the composition of public spending; we need to consider
whether ‘knowledge investments’ should be treated in a different way
from transfers and other types of public expenditure, as conventionally
accounted-for capital investment is treated under the Golden Rule.
This debate is easier to have at European level than it is for any
national government unilaterally to change its fiscal rules. 

Other instruments can be deployed at European level to
complement national action in improving growth potential. A reformed
European budget should serve as a catalyst for Lisbon-type reforms.
The political problem is that any significant expansion of the European
budget for these laudable aims would require an increase in the overall
size of the EU budget, unless existing policies, principally the CAP, are
reformed. It is intolerable that, even with the CAP reforms that have
been agreed, agriculture will still consume roughly 40 per cent of the
total European budget when fewer than five per cent of the EU
population are farmers, and most of the money goes to richer farmers
at that. No one is suggesting that agriculture spending can be slashed
overnight. But social democrats should campaign for CAP spending to
be put on a clear, degressive path. The need to re-start the Doha trade
talks provides the political opportunity. 

However, releasing funds from agriculture is not in itself a
justification for European budget spending on other purposes. A key
prior question has to be answered. What are the ‘public goods’ that
can only be achieved at European level by spending through a
European budget? Social democrats need to bring intellectual rigour to
the case for European tax and spend.
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One obvious target for European action is cross-border
infrastructure. Take one example: Europe has highly-developed
national rail systems, but cross-border lorry traffic on Europe’s main
roads is burgeoning, especially as manufacturers take advantage of
scale economies within the Single Market to supply their customers
from a handful of locations. Yet, the potential for cross-border rail
freight is underexploited because of lack of integration across borders
and bottlenecks in national systems – most obviously in Britain’s case,
rail routes through and around London. It makes sense for investments
to be promoted and, in part, financed at European level to enable a
modal shift from road to rail.

Another example is research and higher education. Europe should
not simply duplicate national programmes. There is, however, a ‘public
goods’ case for funding European centres of excellence in particular
disciplines. But decisions on which institutions to fund must be taken
objectively by an independent committee of distinguished scientists,
rather than as a result of political log-rolling. There is also a case 
for European grants that promote the mobility of researchers and
language students. 

How social democrats should use Lisbon to promote 
Europe and modern social democracy

So, Europe should add a vital dimension to national reform efforts. The
EU exists, the Single Market is its greatest policy achievement and key
decisions are taken at European level. Nor should we underestimate
their progressive potential for growth, jobs and wider economic
opportunity. 

A key feature of Lisbon was the launch of the ‘open method of co-
ordination’: the idea that, in many fields, Europe would henceforth
function not by top-down regulation but by shared benchmarking of
national performance against European targets and guidelines. The
method was described as ‘open’ because it was not meant to be
prescriptive, reflecting the reality of diversity, but also the flexibility
necessary to learn from each other’s experience. A massive civil
service effort has gone into creating these co-ordination processes, on
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the part of the European Commission but also in the member states.
The positive result has been the sharing of policy experience among
experts on many of the challenges facing Europe. The best example of
this is in employment policy where the case for more labour-market
flexibility and a switch to ‘active’ policies now represents the
overwhelming policy consensus. 

But the impact of the open method of co-ordination and
benchmarking of national policies has been less than the advocates
hoped. Ministers have shied away from giving these processes real life.
In part, the reluctance to embrace Lisbon wholeheartedly reflects
understandable political caution in exposing national governments to
criticism from Brussels. Top-down pressure from Europe used to be
seen as a useful reinforcement of national reform efforts, but this is
less true than it once was. A decade ago, this is how conformity with
the Maastricht convergence criteria, enabling member states to join
the single currency was secured. Today, when the legitimacy of
European integration is being undermined by Europe’s disappointing
economic performance, politicians are reluctant to highlight any
criticism, especially if that involves the European Commission telling a
member state that its performance in some policy area or other is not
up to scratch. 

In Germany, the Länder share a gut instinct that many of the items
on the Lisbon agenda are ‘none of Europe’s business’, particularly
education, which the centre-right jealously guards as a Länder
competence. In other countries, ministers retreat from daring to
advocate any positive agenda for Europe in the face of rising Euro-
scepticism. 

This spring, it will be interesting to see whether national
governments are prepared to take up the excellent Kok
recommendations on labour market reform in order to reinforce their
national reform efforts. Britain has proposed that each member state
make specific pledges of action in the year ahead. It is that type of
response that is necessary, if benchmarking is to have real bite. 

For social democrats in Opposition, the failure so far of national
governments to embrace Lisbon with enthusiasm represents a missed
political opportunity. Each and every European government has 
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signed up to what is essentially a set of modern social democratic
commitments. To the extent that governments fail to live up to those
commitments, they potentially expose themselves to domestic
political attack. The way to bring benchmarking to political life is to
put Lisbon at the heart of the national political contest: to measure
every step of domestic reform against the demanding tests that Lisbon
has set.

For social democrats in power, the Lisbon benchmarks can help
hold their parties in government to the difficult path of reform. They
demonstrate to the ‘safety-first’ opponents of reform in our parties
that reform challenges are held in common, as is the case with
university reform today in both Britain and Germany. If party activists
can shed that self-righteous sense of their own uniqueness in having to
face difficult decisions, those domestic reforms will be made easier.

European social democrats need a shared sense of economic
purpose that is larger than the achievement of a wider prosperity
within their own nation state. Of course, national electorates think
first and foremost of their own country. But there are two big reasons
why we should advance beyond that narrower compass.

One is that, for all the diversity that Europe represents, there is
something distinctively European about the policy approaches that
European social democrats share and Lisbon embodies. On macro-
economics, we do support a disciplined neo-Keynesianism, not a rigid
monetarist approach. We are not neo-liberals: we do support an active
role for government in public investment and creating the best
conditions for enterprise and innovation. We support modernisation,
not dismantlement of the Welfare State. And we unite behind a
programme for ‘more and better jobs’ as the basic foundation of social
justice. And if, as Europeans, we share those principles, why not be
honest with our electorates that fellow European social democrats
share them too? 

Of course there is huge diversity within Europe. And diversity that
encourages policy experimentation and ‘competition’ can be a good
thing. This is how New Labour discovered the New Deal in the mid
1990s and it is how we are developing policies for investment in young
children and the expansion of childcare today. But alongside necessary
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diversity, Europeans have shared values and there is a growing policy
convergence. It is nonsense today to speak of a ‘European social
model’, at least without many caveats and qualifications. But we are
step by step working towards a modernised European social model
which is very different from the American model – and the principles
of Lisbon are guiding us there, however inadequately.

Social democrats need to have the courage of their European
convictions. Let us have the confidence to think big. As European
nation states alone, our ability to help shape a better world is very
limited. But through the European Union, if we can make it work – in
all senses of the word, we have a chance of much greater influence.
And if we can make Europe work, we will have set an example of the
potential success of rules-based multilateralism which, in truth,
reflects the best hope for all mankind.

But to make Europe work, it needs a strengthened and renewed
economic dynamism – not just for the additional individual opportunity
this will create for millions, but to bring back optimism and self-
confidence in the European ideal. That is where enthusiasm for Lisbon
can really make a difference.
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Politics of
Insecurity





The place of security 
in progressive politics

D AV I D  B L U N K E T T

I am pleased to have been asked to contribute to this international
seminar on the new politics of insecurity. A heightened feeling of
insecurity is a natural product of a rapidly changing world – the flip
side of the benefits and opportunities of globalization. Since I became
Home Secretary nearly three years ago I have argued that responding
to this feeling is one of the most important challenges facing
progressive governments and the centre-left across the world. We 
are all convinced of the need to face down terrorism – but we 
also need to reassure people, for example, that our immigration
controls remain robust in the face of the increasing global 
movement of people and the growth of organised people smuggling,
and we need to find new ways for communities to protect 
themselves against crime and anti-social behaviour. We need to reduce
the insecurity and fear of difference which comes through rapid
change.

Running through all these challenges are four inter-related themes
which I take to be central to understanding the place of security in
progressive politics. First, that it is wrong to set security up in
opposition to freedom – that freedom actually presupposes order and
stability. Second, that a true understanding of freedom must be broad
enough to include people’s ability to engage in government and
contribute to their communities – not just a passive definition of
freedom from interference. Third, that the challenge for government
is to balance the need to protect individual freedom and rights against
the values of community and mutuality – including the need to build
trust and confidence in our systems of justice and security. And fourth,
that as the threats to our security are becoming increasingly
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internationalised, so we must be prepared to work together
internationally to respond them.

Security as the foundation for freedom

Those of a liberal political bent have not always accepted that security
and freedom go hand in hand. But I believe that establishing a stable
environment is vital for sustaining an open pluralistic democracy and
civil society – the foundations of our freedom.

I believe that history shows how difficult it is for democracy to
flourish if fear and insecurity allow those of extreme views to play on
the real, as well as imagined, concerns of the population as a whole.
In the past, destabilisation has led to the rise of fascism and
communism. In the 1930s we saw it in the Spanish Second Republic –
the disintegration into factional civil war. We saw it in the Weimar
Republic, as Germany gradually disintegrated. Of course, economic
collapse was fundamental in creating this instability and insecurity, but
so was a failure to impose order and to ensure basic reassurance.

I make these comparisons not because we are in a similar situation
to the 1930s, but because we should never take for granted how a
decline in security can have disastrous consequences for liberty. In our
own country, in the relatively recent past, the tragedy of the 30 years
leading up to the Good Friday agreement, brought for us an
appreciation of how vital security is to our lives and our freedom.

Now, of course, we face different challenges, which seek to
undermine our security and impose restrictions on our liberty. The
trans-national reach of religion, which can be and ought to be a force
for good, turns into a threat when combined with the rise of religious
extremism which seduces people with the appearance of absolute
moral certainty – justifying the destabilisation of existing communities
and even offering succour to terrorism. At the same time, it offers
repression, and a perverse form of order and stability through the
denial of tolerance, democratic free speech, and the crucial checks
and balances that ensure that freedom can flourish.

There are also new challenges domestically. Crime and anti-social
behaviour are not new. But they combine with new social and
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economic trends in mobility and behaviour to create a new kind of
threat to the fabric of our community life. Left unchecked, the fear
this can create holds people back from co-operation and engenders a
sense of powerlessness among those who seek to regenerate their
neighbourhoods. It is in those neighbourhoods most affected by crime,
those most in need of regeneration, where disillusionment is greatest,
where politics is most likely to be rejected. In order to make economic
regeneration and social enterprise work, in order to stimulate people
to have the self-belief to ensure that self-help and self-determination
work, we have to get the essentials right, we have to ensure that
people are safe and feel safe. Otherwise there is a risk that we will
leave the field open to extremist political parties. In Britain, this is the
focus of the British National Party, who are already playing on people’s
fears and insecurities in leaflet campaigns around the country – and
playing on those fears in a way that will encourage community tensions
and spill over into the language of mainstream right-wing politics and
media. Across Europe, we need to appraise the scale of the challenge
and, whilst showing courage in seeing off the racists, close down the
areas of concern which touch the lives of those for whom moral
appeals seem like empty rhetoric in the face of their own immediate
circumstance.

That is why our government has put security and order at the heart
of our progressive agenda, rather than grudgingly accepted its
importance. We have increased police numbers to record levels and
introduced fundamental reforms to increase police effectiveness. We
have developed new approaches to tackling street crime and gun
crime, to drug treatment and reducing youth offending, and to the
operation of our courts. These are based on effective partnerships
between the police, community leaders, education authorities and
youth services, courts, and drug treatment services. 

The same approach is characterising our drive to tackle anti-social
behaviour: working with parents to help them bring up children,
including parenting contracts for those who do not fulfill their
responsibilities; working with communities to increase the regulation
of public spaces; introducing new and effective penalties for those who
commit petty crime; and new forms of intensive supervision for those



who pose a greater risk to the community. A good example of this is
the Community Safety Action Zone established in Bexley, where the
local authority has actively involved the community in tackling crime
and anti-social behaviour. In the first two years of the scheme, not only
have levels of crime fallen (in some categories, like street robbery, 
by up to 85 per cent) – but also and almost as importantly, fear of crime
has fallen dramatically, making a real difference to people’s lives.
When previously only 20 per cent of residents said they felt safe after
dark, that has risen to over 90 per cent. This shows us how freedom
ultimately comes from a virtuous circle of security, community
confidence, strong civil society, and democratic government.

What type of freedom are we trying to achieve? 
The challenge of citizenship

This brings me to my second theme. In addressing the issues of liberty,
security and justice, it is essential to consider what sort of freedom we
are trying to achieve. My belief is that we need to strive for freedom
in its widest form – not just freedom from interference, but freedom
for people to engage in providing solutions for themselves, their
families and their communities. As the Ancient Greeks would have it,
the freedom to contribute to the Polis.

Quite simply, I am interested in freedom from external interference,
physical protection, the protection of civil liberties, but I am also
interested in the positive freedom to get involved in formal politics,
and, importantly, in the development of civil society. These types 
of freedom are, of course, complementary. Participation as active
citizens and engagement in the democratic process are crucial to the
very survival of a pluralistic, civilised, and free society.

This is as true in the neighbourhood or county, in the region, or
nation state, as it is on the international scene. That is why I have
sought to build a commitment to civil society from the neighbourhood
upwards. As Education and Employment Secretary I was engaged in
developing ‘active citizenship’ programmes. We introduced into
schools the opportunity to learn citizenship and democracy, and 
linked that to opportunities to volunteer in the community. Across
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government we are starting to shift the balance from income-based
welfare to asset-based welfare, encouraging people to build for the
future. We also need to shift the balance in community policy, not just
helping communities to fight immediate problems, but also building
their assets – helping them develop new forms of social capital in a
rapidly changing world in which social trends, increased mobility and
time-poverty have eroded some of the traditional bonds which tied
communities together. 

I do not underestimate the challenge in supporting and renewing
civil society. We all know that formal engagement is falling across the
world – less than 60 per cent in the last general election in the UK.
While some community movements flourish, others decline. We need
to re-engage people in shaping their own society, and not simply as
consumers of service. But if we get it right, we can start to build
towards a culture where self-help and mutual help go hand in hand and
feed off each other, rather than being seen as pulling in opposite
directions. This is not something government can impose from the top
down – people have to take responsibility for themselves, as individuals
and as communities. But government at every level also has to take
responsibility for enhancing their independence by supporting and
equipping them with the confidence, skills, and assets they need to
take on that responsibility.

This is the type of truly free society we should be trying to build. 

The role of government in ensuring liberty, security and justice 

So we value individual freedom on the one hand, and mutuality on the
other, and see the two as bound up together in our freedom to engage
in politics and civil society. But it would be wrong to pretend that our
values never present us with any difficult choices. This brings me to my
third theme – the challenge of balancing the protection of individual
freedom and rights against the values of community and mutuality, of
shared trust and confidence in our systems of justice and security.

Firstly, we must recognise that to provide protection, to remove
fear, it is necessary to be able to engage in collective governance. To
do so, all of us agree to forego some of our personal sovereignty and



to combine our individualism in order to achieve common goals.
Legitimacy, of course, comes through people consenting to combine
their individuality, and, through democratic politics, agreeing which
goals the government should be pursuing.

I have no patience with those who suggest that decisions about
how we should protect ourselves against terrorism are not safe to be
left to government and should be left entirely to the courts and the
judiciary. We all accept that these decisions can have serious potential
results for the community, but precisely because of this, they demand
a legitimacy which can only come through the democratic process. If
people are to accept the consequences of these decisions, they must
be made by those they have elected and who they have the power to
remove. There is a challenge to all of us to reassert the primacy of
politics as the key mechanism of democracy, with democracy offering
the only peaceful means of settling differences and ensuring progress.

We have a proud tradition of democracy in the UK. But we also
have a proud tradition of preserving individual freedom. From the
Magna Carta onwards we have sought to provide protection from those
who seek overbearing power. I believe that these values are still
relevant, indeed are more important than ever – and that they are
appropriate for people across the world, even where nations and
peoples share a different cultural background. But I also believe that
they are not inconsistent with putting in place systems of justice, and
security, which protect the collective good and our mutual freedoms,
even when these systems constrain individual actions. The challenge is
to protect liberty, not a ‘free for all’. We have a right to expect others
to respect our liberty – but this expectation must be based on an
understanding that we are all inter-dependent and therefore
accountable to each other. 

The balance is therefore crucial, not only to the maintenance of
freedom, but also to the health of democracy and community. But we
must also be flexible enough to adapt to new circumstances – not
simply to retrench into old assumptions, but to build on existing
foundations to meet new challenges in a way that is consistent with our
underlying values. This is yet another place where what we need is not
big government but active, engaged government, responsive to change.
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There is a vast amount of accumulated wisdom in our laws and
legal system. But at the same time, we must accept that they
developed for most of their history in a time where there were no
international terrorists, no suicide bombers – for whom, unlike
ordinary offenders, the prospect of punishment is irrelevant – no DNA
evidence which could identify guilty parties long after the crime had
taken place, and so on. These are the circumstances we have to face
today in protecting society and enforcing basic rights and duties. We
must adapt and develop our systems of justice and security, while
continuing to ensure that our philosophy and principles develop in a
way that is both responsive to the new environment and faithful to our
central vision of freedom.

I believe that there is a wider challenge in adapting these
principles than simply to amend our laws and powers. As government,
we will only be able to make our system of justice effective, and
deliver freedom in its widest sense, if we demonstrate that we can use
the power vested in us responsibly, and gain the trust of the public.
That is why, alongside our legal developments, we have embarked
upon a programme of fundamental reform and investment across the
public sector, including the courts, the police, our prisons, immigration
service and support for communities. We are striving to make these
services more efficient – for example with better systems performance
monitoring for the police and enormous investments in information
technologies to make our court systems work better – but also more
responsive to the needs of the communities they serve. We are
developing community justice courts, which give people more
understanding of and confidence in how the system works for them,
and youth referral panels which involve communities in dealing with
offenders, empowering them and enabling people to be part of the
solution.

International progress requires co-operation not competition

I have talked about how responding to new challenges in the areas of
policing and justice requires us to engage local communities. But it
also requires us to make new connections in another direction, on the
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international stage. This brings me to my fourth theme, the need for
an international response to what is an increasingly international
challenge.

In the past, nations consciously chose to engage or disengage 
in international events. Isolation or collaboration was a matter of
conscious political decision. Today others have chosen and will choose
whether we engage or disengage, because terrorists and terrorist acts
cannot be escaped by any of us. They have engaged with us and we
have to engage with them; and in doing so, we have to accept that our
problems and our enemies have no respect for national boundaries.

In a world where the perverse certainties of the Cold War have
disappeared, insecurity, and the fear it brings, requires humanity to
share the task of providing international order and security. If we
accept that we are now inter-related, one with another, whether we
like it or not, we will understand why, for example, there is no
question of the UK having to choose whether we should work with
Europe, or with the US. We have to do both. But it is important that
we do so in a way which builds civil society across the world, which
engages with people, and is not just an exercise of distant diplomacy.
As I have tried to emphasise at several points in this paper, the
development of civil society is fundamentally linked to the
development of freedom, from the local all the way up to the
international level.

That is why I believe that not only do we need greater joint
working, but the kind of joint working that people around the world
will recognise, accept and trust. Achieving this is our responsibility as
political leaders. As Tony Blair put it, “partnership not rivalry” is the
sort of international system which most people seek. Combining the
forces of good for a purpose greater than dealing with the threat of a
dictator. Combining to ensure that the world is a better and a safer
place. For this is a very different world, even to 20 years ago. The
world of the internet, the world of satellite phones and digital
television, is a world on the move. Together, global movements of
people and instant forms of communication demand collaborative
solutions to shared problems.

The developing world is our concern for we seek to enable those
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who are starving not only to eat, but to share in wider prosperity. We
need to understand, and then heal the world, to set aside the causes
of hate and bitterness. This is therefore a challenge not merely of
damping the flames that would engulf us, but of seeking a post-conflict
world which reconstructs the civil and political processes which
generate good governance and self-governance.

How those across the world who are dispossessed, disillusioned,
and disenfranchised see countries like ourselves in the future will
depend on how we turn stability and security into prosperity, and how
we share the benefits as well as the burdens of that security and
prosperity. Those who are misled or deluded by terrorism, by rogue
states and by those who wish to exacerbate divisions, need a wider
road map that they can see will lead them to a better tomorrow. It is
our security in the long run as well as theirs that we seek to achieve.
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Freedom in Security: 
A Social Democratic Vision

B R I G I T T E  Z Y P R I E S

Freedom and security are social democratic values

Since the dreadful terror attacks on September 11th, 2001, in almost
all states the topic of security has appropriately been at the top of the
political agenda. In addition, crimes of violence, which are reported 
in detail in the media, have also caused ‘security’ to become of
significant concern for a broad section of the population. Widespread
feelings of fear and powerlessness among the general public,
especially in regards to sexual murders and similar crimes, have
promoted calls for a ‘strong state.’ In consequence, there is a feeling
that for the benefit of security, individual freedom should retreat into
the background.

This reveals the tense relationship between freedom and security
– a field of tension with which we have long been concerned. This has
been a subject of consideration in policy and law for hundreds of years.
As an outcome of the Enlightenment, the state’s monopoly on the 
use of force was set against an area of personal freedom as an
individual value and a legal limit on state power was demanded. Social
democracy in particular is strongly committed to the values of the
Enlightenment and, therefore, to freedom. Unlike any other party in
Germany, social democracy has historically fought against oppression
and exploitation. It is the party of freedom and recognises that
securing freedom is a ongoing task. This is also something that we as
the federal government of the Federal Republic of Germany see as a
particular challenge in these times. Creating a reasonable balance
between freedom and security is imperative.

We do not, and need not, seek to match the call of conservative
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politicians for placing ‘law and order’ above all else. When German
CDU/CSU politicians for example – as recently occurred – demand a
curfew for all minors under the age of 14 during the evening hours,
seriously consider electronic monitoring with leg cuffs for school
truants, or support comprehensive video monitoring for entire cities,
in my opinion these are over-exaggerated demands that no longer
maintain the balance between personal freedom and security.

Criminal prosecution must be effective and reasonable

We must create a balance between security and freedom especially
with modern criminal procedure investigation methods.

On the one hand, procedural forms must be made available to
ensure conviction of offenders and thereby the protection of the
community from crime to the greatest extent possible. On the other
hand, we must at the same time ensure that innocent people are not
convicted and that personal freedoms will be intruded upon to the
least extent possible, consistent with the goal of effective criminal
prosecution.

In Germany, the extent to which we want to expand DNA analysis
for purposes of criminal prosecution is currently under discussion. DNA
analysis has been hailed as almost a miracle cure in the recent past for
efficient investigation of crimes. Indeed, the demand to enlarge the
statutory possibilities for these methods is repeatedly made.

There have already been numerous recommendations in this field:
every citizen should be included, at least all men, at the very least all
persons who have committed a crime with a sexual background. There
has even been talk of using the opportunity of minor drug cases to
examine molecular genetic data in individual cases.

Time and again the requirement of judicial authority – that is, the
requirement in Germany that only a judge can order molecular genetic
testing – becomes a point of disagreement. The assertion has even
been made that the judge hinders effective criminal prosecution. 

It is unmistakable that this discussion has populist features
particularly because of the impact of terrible crimes against small
children. When looked at more closely it is often immediately clear
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that these recommendations are not at all appropriate to actually
achieving higher security for the population. We must consider one
thing above all: that we have already achieved many successes with
DNA analysis. Many crimes have been solved through this. All of these
investigative successes were achieved on the basis of the law in effect.
My question is therefore: if our laws have enabled these successes, why
should we change them?

I am convinced that the statutory framework intended by the
legislature regarding molecular genetic testing and storage in the DNA
data file has led to only appropriate inclusions within it. That is those
who pose a considerable risk for the future of serious criminal offences
and therefore, present a danger to public security.

Only when such danger exists can we think about placing the
persons in the genetic data file. Given this, I reject as a
disproportionate intrusion the inclusion in the data file of all citizens,
all men or even all those with a criminal record. It would, in my
opinion, create an imbalance in the relationship between freedom 
and security. I disagree with the inclination toward fantasies of
omnipotence in the fight against crime: if only all data were available
to us, we could solve all crimes. But we all know that this is not the
case. Such fantasies should not be encouraged.

Freedom and security require 
effective prevention and intelligent punishments

How can we guarantee freedom in security? An essential aspect is
certainly the prevention of crimes, especially crimes of violence. This
is because those who experience violence do not live in peace.
Violence in our society threatens our internal peace. We must resist
this threat. At first glance one may believe that this is solely a task for
the state. However, it is not. This subject affects all of us and is one
for which we are all responsible. Society as a whole must create a
climate of prevention. 

Prevention is, above all, aimed at the roots of criminality and seeks
to combat its deeper causes. Not only the state, but also religious
communities, industry, non–government associations, the media, and,



not least, the general public are called upon. First of all, prevention
must be accomplished locally, that is, in the community. Family, pre-
school, school, and the living environment all play an important role,
as do social support services such as youth welfare services, general
social services, and the activities of charitable organisations. Children,
for example, must be taught values and have boundaries demonstrated
in pre-school and in school. Free time possibilities and involving youth
in sport associations are also important topics. Similarly, prevention
plays a role through technological means – it affects the external
conditions of possible criminal environments and is therefore aimed at
reducing opportunities for crime or making the commission of the
crime more difficult – for example, through security locks or electronic
immobilizers for automobiles. Industry can also contribute to
prevention here.

In the Federal Republic of Germany we are happy to see that crime
prevention is becoming increasingly more important. Of particular
importance is working across areas of responsibility to aggregate strengths
and to utilise, network, and distribute accumulated knowledge.

The state can and must also contribute to prevention. This is
primarily through the solving of crimes – because this also has
preventative effects. A high proportion of solved crimes is a greater
deterrent than the threat of punishment. Severe punishments are not
a universal tool of deterrence. Countries in which they are used often
have crime rates that are many times higher than in Germany. This
applies, for example, to the USA, where a significantly higher
percentage of the population serves prison sentences and where the
penal system as a rule is much more severe than in Germany. The
reflexive demand for harsher punishment is, thus, not target-oriented.

Another important point: the punishment must take place quickly.
The more time between the offence and the punishment, the more
difficult it is to have an effect on the offender by means of criminal
law. Particularly in the area of criminal law relating to juvenile
offenders, which is influenced by the notion of education, swift
punishment for the offence remains significant today.

Also the possibility of a suspension of the prison sentence while
granting probation can have an overall preventative effect in
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appropriate cases. With the imposition of conditions, the offender can
be shown the error of his or her actions, such as through conditional
donations to non-profit-making organisations. As to criminal law
relating to juvenile offenders, I believe that the example of ordering
participation in social training courses or making the effort to achieve
offender-victim compensation is a meaningful preventative measure.

In addition, a good policy of re-socialisation serves prevention. It
is imperative that punishment be imposed as effectively as possible.
Unfortunately, the implementation of prison sentences all too 
often has damaging side effects: the prisoner’s social, economic, and
psychological circumstances worsen, his or her family suffers. At the
same time the criminal self-image and criminal contacts and skills are
strengthened and social competences are diminished. 

Thus, in Germany, we are considering new alternatives to
monetary fines and imprisonment. This is also set against the
background that the past few years have seen the prison population
continually increasing at a disturbing rate with no end in sight to this
development. We will, therefore, develop other ‘freedom-restricting
penalties,’ such as, for example, a driving ban or a warning with
suspended punishment. Above all, however, we seek to expand
community service as a replacement for monetary fines and
imprisonment. Community service should be performed in greater
scope than previously by offenders who cannot pay their monetary
fines. Moreover, convicted offenders should also be given the
possibility of performing community service to avoid the enforcement
of a prison sentence of less than six months.

Looking outside of Germany shows that other European countries
are already further along in the development of alternative penalties
to imprisonment. I am thinking here above all of England and Wales,
which several decades ago were the first in Europe to introduce
community service as a punishment. The experiences in Europe show
that such ‘non-custodial’ sanctions, when they are intelligently imposed,
are at least as valuable in their effectiveness as traditional punishment.

We do not ignore this view. More flexibility in the choice of
sanctions will open new paths for us to tackle the problem of
increasing criminality and decreasing financial resources.



A healthy society is the prerequisite for freedom in security

Guaranteeing the internal peace of our society is challenging and has
many prerequisites. The state cannot do it alone. It can only achieve
this together with a healthy society. However, the state must create
the conditions for this.

I would like to explain this with an example:
The regulation of immigration is of significant importance for the

future viability of our countries. If in the future we want to avoid the
mistakes of the past we must finally better regulate the influx into
Germany in line with qualitative criteria and at the same time
integrate immigrants as quickly as possible into our society. A new
migration policy must be a policy for internal peace and good societal
development.

I see the following as focal points for such a migration policy:
We must fulfill our humanitarian duties in an exemplary manner

and pursue our economic and societal interests fairly. We cannot only
react to problems, but rather, must be proactive and creative.
Migration presents tasks for society as a whole and for the state as a
whole, the solution to which requires an overall plan. 

Migration policy should be created together with the people – both
citizens and immigrants. Broad societal and political acceptance is the
most important prerequisite for its success.

In our society the view is becoming accepted – even if only slowly
in conservative circles – that we need new rules and statutory bases 
for immigration. Therefore, the federal government introduced 
an immigration law in the last legislative session. It corresponds to 
the demands of a modern society and serves Germany’s legitimate
economic and political interests. The core of the legislation is a new
regulation regarding residence, gainful employment, and the
integration of foreigners into Germany.

Because of a formal error in the proceedings, the German Federal
Constitutional Court declared the immigration law invalid in December
of last year. Therefore the legislation, without any changes, was again
introduced into the legislative process last year. I am, as before,
convinced that we need such a law. This is because despite all political
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dispute regarding the correct programme we cannot lose sight of this:
we need a process for immigration that is geared toward the needs 
of the job market. With the immigration law we could better and 
more flexibly steer employment migration than before. This will have
results for all of us, for the entire German society. We expect positive
changes, such as in the job market and the social security system, but
also as to cultural co-existence. With the immigration law we have 
for the first time placed immigration policy in a larger context. A
migration policy that considers these contexts and keeps a view toward
all, immigrants and citizens, will succeed as a decisive policy aimed at
integration. Integration is the prerequisite for innovation.

Freedom in security: prerequisite for a 
social democratic Europe in the 21st century

“Fair reform of our country.” Under this program the executive
committee of the SPD in January 2004 agreed the “Weimar Guidelines
on Innovation.”

We want ‘Made in Germany’ to remain a trade mark. To be present
in the growth markets of tomorrow, our state-of-the-art technology
must be promoted more than before. Education, science, and research
must become a matter for the entire society. 

Fairness in opportunities and integration are prerequisites for this,
as are the long-term security of our social system and stable public
finances. 

But so is freedom in security. It is a prerequisite for individual and
empowering development. It is also the central theme of social
democracy in the twenty-first century. When faced with a choice,
taking responsibility for freedom is not always easy. Simple,
reactionary, and vague slogans are sometimes too seductive, can
delude people into false security, calm them, and are – at least in the
short-term – politically successful. It is easy for conservative politics to
play this tune. Social democratic politics cannot allow it to be so easy;
they must differentiate, explain, and maintain the balance between
freedom and security. By doing so, social democratic legal policy will
be successful.
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Social Insecurities

M A R I S O L  TO U R A I N E

Insecurity and the feeling of insecurity are many-sided. The degree 
of protection against violence, prerogative of states, is a powerful
indication of a society’s development. Protection allows us to be
socially independent, to limit the uncertainties of our environment and
to manage it better. The public debate on the security of property and
persons is relatively well-defined: no one is suggesting the reduction of
these rights to cope with growing risks; no one is proposing to give this
role to those not vested with democratic legitimacy. The rule of law is
based on the principle of the necessary protection of property. 

This has not been the case for protection against social risks; there
was no need for protection until the rise of capitalism. It was not until
the middle of the twentieth century that the idea of a double
protection by the state against social and civil risks took hold. Today,
under the guise of necessity, some are calling for the dismantling of
this system, arguing that the mutations of capitalism demand the
tightening of civil protection and the loosening of social protection. We
can less accept that post-industrial capitalism imposes the reduction 
of social guarantees to a minimal level, since it is largely illusory 
to oppose civil security and social protection. The two are mutually 
re-enforcing, but we do not always have the right to protection from
social precariousness1. A new social compromise must be redefined,
which, as at the close of the last global conflict, guarantees national
cohesion and democracy. Faced with transformations in national
societies and globalization, the construction of this pact, which
attracts neither liberals nor those in favour of the status quo, is the
ground for radical social democrats’ choices. 
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A historic new compromise

Social protection to guarantee employees against major risks, or more
often, against poverty, does not date from the establishment of the
Welfare State2. It originates in the idea of assistance, which is designed
more to ensure a healthy workforce than it is to protect individuals. 

Welfare marks a rupture in this movement; assistance ceded place
to insurance. Although European Welfare States are rooted in a variety
of conceptions and traditions,3 the establishment of the providential
state responded to a general desire to cover the great majority of the
population against most risks. In all European countries, the second
half of the twentieth century saw a strong growth in social spending;
the 1980s were characterised in this respect by the efforts of less 
rich countries to catch up. In 2000, social spending as a percentage of
GDP varied from 32.2 per cent of GDP in Sweden, to 20 per cent in
Spain and Portugal.

The appearance of modern social protection in the middle of the
last century was not only a response to the precariousness of the
employee, even if this was an essential dimension. It was also a result
of the memories of the recent past: the economic crisis of the 1930s,
the toppling of democracies and war. In most European countries,
political and social reconstruction was inseparable from a strong state
engagement in the protection of employees and their families. 

These systems are today being called into question. Contrary to
what liberals claim, this is not explained principally by budgetary
constraints, even if this has strongly contributed to this. The
challenges which our societies are facing affect the entire social and
political spheres. Profound transformations in social systems are
necessary: the fragility of populations is growing, and societies are
engulfed in a ‘crisis of destiny’. We are worried about the future,
conscious of the social transformations wrought by globalization, and
yet, at the same time, the cult of the individual encourages our hopes
of personal advancement. The result is an enfeeblement of social
protection. It is necessary to reconstruct the social pact, as in the
1940s and 1950s, which will guarantee national cohesion and
democracy. The articulation of policies of security are indispensable. 
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A degree of violence and incivilities are taking root in the perception
of a socially hostile environment. Conversely, this insecurity is
increasing the public’s sense of uncertainty, and its need for the
protection that reduces this. It is not insignificant that the redefinition
of welfare policy must intervene at a moment marked, particularly in
France, by a strong sense of insecurity. It is an illusion to imagine that
the reform of these policies will produce a reduction in their cost.
Social needs are growing and it is not possible to respond to them by
taking the risk of social disintegration. Our societies need to find a new
‘historic compromise’, which will allow us to reconcile the constraints
of mobility resulting from economic dynamism, and the demand for
security – the sole guarantee of civil, social and national integration.

Systems of protection under pressure

The crisis of social states is manifested firstly as a financial crisis. The
rise of unemployment and poverty, ageing populations, and the growth
of health spending have suddenly provoked a questioning of the social
system. But the policy of financial restriction, which has been imposed
across all domains in France, responds to neither expectations nor
needs. Too restrictive for some, too loose for others, the post-war
compromise has found its limits. It is today confronted with five
principle challenges that cannot be ignored.

The first of these challenges is the disappearance of the social
conditions on which this system was founded, notably in France. Social
security was established in the context of economic growth, and in
particular because of the double security of employment and family
structures. It was the head of the family, the breadwinner, who
through his employment provided for those economically dependent on
him. The profound changes in employment in addition to the mutations
in family structures have weakened the guarantees to which they 
were attached. 

This double transformation has also resulted in an evolution in the
nature of the risks that need to be covered. On the one hand the risks
linked to the world of work are evolving, and yet they are not any more
the dominant force. They are evolving in that the accidents of work



and retirement no longer exhaust the list of situations to guarantee
against. The question of unemployment, and increasingly, of
precarious working practices – the so-called working poor – and
professional mobility have become central. At the same time, the care
of the elderly, the social integration of families, the guarantee of
universal health care, and also insurance against new risks – medical or
ecological – have all become essential. 

In third place, we do not always take obstacles and individual risks
sufficiently into account. At the heart of the world of work, the
removal of professional obstacles is a major accomplishment of recent
years. Employees have to be mobile, flexible, and permanently ready
to adapt. These factors generate disquiet and angst; whereas the
classical social state offered the employee subordination in exchange
for security, today it expects complete flexibility without guarantee
against its side effects. Where once the employee was protected by
their membership of a class or social category, the emergence of intra-
categorical inequalities deprives the worker of statutory protection
without providing any new personal guarantee. The particularity of an
individual’s obstacles – what Ulrick Beck called the de-standardisation
of work – is dealt with insufficiently by a system that privileges the
defence of employees,4 but which is no longer homogenous. 

Moreover, the providential state did not sufficiently reduce
inequalities. The very different impact from country to country of
social transfers on poverty is instructive in this respect. One example
taken from what is referred to here as the French paradox in the
matter of health illustrates this: whilst our system of care remains
globally very efficient, which translates into a spectacular increase in
longevity, this performance has not reduced the pre-existing impact of
social class; France has the highest instance of premature death
(before 65 years of age) especially among men, of all European
countries. The system of care has therefore made considerable
progress in the state of the country’s health without reducing
inequality. 

Finally, all this illustrates without doubt that the social state is
facing a crisis of legitimacy. This in itself constitutes a significant
challenge. Until 15 years ago, the French social insurer had the feeling
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that everyone could expect to benefit in the same proportion from the
system. This is no longer the case, and the impression that there are
profiteers, even if it is without statistical foundation, illustrates a
marked decoupling between expectations of the Welfare State, and
the benefit that one subjectively receives. 

The need for collective regulation

For all the above-mentioned reasons, the social compromise set up at
the close of the Second World War is in crisis. Even if this itself affects
different European countries in a variety of ways, the questions of 
the legitimacy of welfare, of its efficiency and its cost are posed
everywhere. Before considering the paths to a new social compromise,
it would be useful to step back from this for a moment and recap. 

The dysfunctionalism of the state is explained in a large measure
by the emergence of an increasingly more individualistic society. The
diverse paths followed by professionals today are part of our desires
and aspirations, and our wish to be understood for what we are. The
opening up of developed economies and the acceleration of
globalization have prompted liberals to point to the end of the Welfare
State and call for a return to private insurance for businesses and
families. Employers have analysed the concept of welfare as an
unnatural creation unique to the post-war years, which must now be
discarded. Under the cover of the rhetoric of individual responsibility,
employers are trying to limit social protection in the name of keeping
the freedom to innovate. Their remedy for the French Welfare State is
minimal state protection, complemented by private insurance. 

This analysis is both erroneous and dangerous. It is erroneous
because it is based on the false hypothesis that individuals take more
risks when they have less protection to fall back on. It is dangerous
because it aims to permanently institutionalise a large category of
socially excluded people, who would have to be contented with
minimal protection. The democratic cost – national cohesion – and the
material cost – civil insecurity – would be heavy. The state is and must
remain the central actor of social regulation, particularly because it is
the guarantor of the general security of society. The major role of the



state does not mean that it should be the sole actor, or even the
principal force behind social policy. 

Conversely, an augmentation of existing social protection without
looking at its foundations is no gauge of efficiency. A part of the Left
finds itself paradoxically in the position of defending the status quo, 
as if the extension of existing benefits could protect the population
from the new risks we are encountering. When it comes to pensions,
health insurance, or unemployment, an increase in social spending is
not enough in itself to provide better social guarantees. Moreover, this
approach places statutes over people. The perverse effects of this
protection linked principally to employment are well known: the losers
in the system pay for the protection of the winners. 

Five principles for a new social compromise 

The task is heavy, but is quite simple to spell out: how can we define
a social pact which ensures collective guarantees in an age of mobility,
individualism and of diversification of risk? This article proposes five
main principles:

First principle: distinguish the risks. The diversification of risks
does not mean that they should all be treated with the same
mechanisms. Since the 1970s, Giddens and Beck, along with others,5

have pointed to the appearance of new risks: medical, ecological and
industrial ... These do not tally with classic social risks. Some have
read this analysis as a diversionary tactic, which marginalises social
risks by identifying risks as a whole. 

We have the tendency to underestimate the role of these new risks
in the feeling of insecurity which is growing in our societies. This does
not mean that we should treat all risks identically. It seems essential
that structures of public prevention should be put in place against the
new risks, which could be arranged thorough mutual funds run by the
sectors concerned, such as polluting industries or the pharmaceutical
industry. Only social risks should be the concern of the social state. 

Second principle: differentiate forms of protection to ensure the
continuity of rights. Since professional careers are so diverse, the
consideration of individual circumstances and particular life-courses is
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crucial. In France, this is not currently the case. Support should be
targeted at ensuring the continuity of rights in whatever situation
individuals find themselves. Employment rights should no longer be
linked to a particular job, but to the employee; thus, he or she 
would preserve accumulated rights, for example, in training or
experience.6 This is what is at stake for French socialists: professional
social security. This way offers a more promising path than the growth
in constraints on employment contracts, thus individuals would be
endowed with what John Rawls calls social capital, which they can use
when they see fit.7

Differentiation of protection is also about targeting policies to take
account of professional movement: hence the reform of the current
pension system in France has been managed in a rigid way, which
imposes the same rules on everyone, without taking into account
factors such as the physical demands of the job. A simple criterion
would allow us to take this into account: life expectancy. 

In a more general way, policies of solidarity should also be policies
that allows for autonomy and independence. The taking of risks, the
pursuit of one’s own projects, and also the ability to live without being
dependent on someone else through old age or handicap is very much
at stake in our societies. 

Third principle: make work pay and reduce poverty. Principally
founded on work, social rights have the tendency to be reduced for
those who leave the world of work or who have precarious
employment. Precarious employment, often a symbol of poverty, has
returned to French society, after its gradual disappearance between
the 1960s and 1990s. At the same time, the age of entry into the
workplace has increased, and the age of exit has fallen. A major axis
of social policy, in particular in France, is the rise in the level of
economic inactivity, which has been largely unaffected by policies
designed to get those over 55 years of age back into work. 

Making work pay means reducing poverty. The new poor, whether
they work or not, are reduced to state assistance. The weakest
employees should receive long-term contracts which are less
concerned with the detailing of the conditions attached to a particular
activity than with guaranteeing access to employment to those people
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who do not meet classic employment criteria. 
Fourth principle: the lever of family policy. The reduction of

poverty also requires a family policy that encourages women to work –
female employment is the best means of reducing family poverty – and
concentrates assistance on women on their own. Measures such as
those, in France, that allow women to get an allowance for bringing up
their children without working are harmful in the medium term. Family
policy is not reducible to social policy. First and foremost, it is a policy
of integration, by the work of women and of young people, by the
putting in place of structures to help children and teenagers, which
help to reduce degradation and social problems. In this regard, we 
must question the French family allocation, which puts financial
redistribution over collective investment. 

Fifth principle: install democratic procedures for collective
choices. Insurance is more about prevention than reparation; it has no
place for a logic which blames society. The idea of making individuals
more responsible for themselves is associated by the liberals with
making individuals guilty for their choices. If one takes the example of
health spending, one sees that responsibility for our behaviour is
presented as a punishment rather than a democratic act of choice. 
It appears natural to favour those whose behaviour is virtuous for
everyone. In a larger sphere, citizens should be confronted with
choice, notably in regard to public spending plans. It is indispensable
to design means of consultation and democratic debate on these
questions, which involve unions, and other associations, such as
patients’ representatives, family groups and so on. 

The example of the Scandinavian countries, in particular of
Denmark, shows that the expansion of social democracy is not a turn
of the century utopian ideal but an unremitting struggle for reform.
What is happening is not merely a replay of the historical conflict
between the concepts of assistance and insurance which we thought
was over. It is essentially the capacity of the nations of Europe, and of
France in particular, to renew their empowering vision of society.  
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