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in support of the report from the Commission to the Spring European Council, 22-23 March 2005, on the Lisbon Strategy of economic, social and environmental renewal.

Executive summary

The Commission staff working paper accompanies the 2005 Spring Report to the Spring European Council and provides an overview of the progress achieved towards the Lisbon Strategy goals since the launch of the strategy in 2000.
The main conclusions of the Commission staff working paper are as follows:

1.
The growth performance of the European Union has stayed far behind the expectations from the time of launching of the Lisbon Strategy. As a result, the gap in living standards measured by gross domestic product (GDP) per capita between the European Union and the United States has not narrowed.
The overall employment rate has increased, but not sufficiently to have the Lisbon target in view. While the employment target for women is within reach, the target for older worker participation is still a way off, in spite of significant progress, and the average age of exit from the labour force moves up at an insufficient pace.

Advances in the rate of employment towards the Lisbon goals have been offset by decelerating labour productivity growth.

There has been a lack of progress bringing budgets close to balance or in surplus over the medium term, ensuring the long-term sustainability of public finances. Cyclically-adjusted balances have deteriorated since 2000, while the debt-ratio has stabilised.

2.
In terms of employment, the elements of reform proposed by the Lisbon Strategy, have received policy responses, though progress is slow across the board :
· Increasing policy attention is devoted to making work pay, but effective removal of unemployment traps appears difficult. Active ageing strategies remain insufficiently developed. Childcare provision is advancing, but care for children under 3 years is deficient in many Member States. Gender gaps are slowly reducing, but persist.
· A number of initiatives to improve adaptability of workers and enterprises have been taken, but are too recent to have had much effect to date. Part time and temporary contract employment have increased moderately, while transition of workers in such contracts towards permanent contracts remains insufficient. 

3.
In terms of the elements proposed by the Lisbon Strategy to impact on productivity, a similar mixed picture arises : 

· Overall research and development (R&D) expenditure in percentage of GDP increased marginally. While the gap in business investment in R&D remains huge, public investment has come under pressure as well.

· Initiatives have been taken both at European level and in Member States to improve the mobility of researchers, to attract and retain high-quality research talent in Europe, to improve the environment for private research investment, R&D partnerships and high-technology start-ups, but these are too recent to register any significant effect yet. Moreover, a cost-effective Community patent continues to be absent and the size of the European risk capital industry still remains half of its counterpart in the United States.

· There has been good progress in the quantitative targets of the information society for connecting schools and households to the internet, including in broadband, and in putting governments online. Though internet access costs have continued to fall, substantive legislation on electronic communications is still to be adopted in a number of Member States. Incumbent operators maintained their position as major broadband providers in many Member States, but the new entrants’ share of the broadband market continues to rise.
· Public spending on education and training as a percentage of GDP has increased, but varies significantly between countries. The European Union also suffers from under-investment from the private sector, particularly in higher education, vocational training and adult education. Progress in the percentage of 25 to 64 year olds participating in education and training has been such that the Lisbon target is within reach. However, participation rates in life-long learning remain too low in many Member States, with groups most in need appearing least likely to receive training. The quality of vocational training remains very variable throughout Europe. The target for the percentage of 22 year olds having completed upper secondary level education represents a major challenge, while the proportion of early school leavers decreased slightly but is still well above the Lisbon target.
4.
In terms of economic reforms and business framework conditions, it would appear that product market integration in the European Union has run out of steam. Price differences across the European Union have remained stable and too many obstacles remain for consumers to buy cross-border. Despite progress early in the Lisbon Strategy, most Member States have not managed to bring the transposition deficit of Internal Market directives below the 1.5% target. 

Thanks to the impulsion received from the Lisbon process, market opening in the network sectors continues to progress, however, this process has not guaranteed effective competition as yet. Even in liberalised markets, the share of incumbents often remains high.

The overall levels of state aid appear to have stabilised. Public procurement markets have become more transparent.

With considerable policy attention, business climate has improved gradually with reductions in time and costs to set up businesses and in administrative burden. Many ongoing initiatives will have to be taken further.
5.
The indicators on social cohesion have not significantly improved. The economic slowdown has also raised the profile of social cohesion problems. Long-term unemployment has increased and there are worrying signs of deteriorating job and inclusion prospects for the young, the low-skilled and other vulnerable groups. The risk of poverty has remained largely unchanged. 

6.
As regards environmental issues, while the European Union ratified the Kyoto Protocol, progress towards the reduction target in green house gas has been mixed. The targets on renewable energy will be missed if no extra efforts are made by Member States and hardly any decoupling of transport growth and GDP growth has occurred. Other environmental problems such as biodiversity loss or low air quality, with potential adverse impacts on health and productivity, still persist.
The Lisbon Strategy calls for a large number of structural and legislative measures to be taken. While this paper reports on the progress of these procedures, some of these initiatives are too recent to have had a serious impact yet. The report therefore may tend to under-estimate progress in the Lisbon Strategy. At the same time, it highlights the necessity for policy makers to remain mobilised in order to ensure that reform processes are finalised and implemented. 

Introduction

This Commission staff working paper accompanies the 2005 Spring Report to the Spring European Council on the progress achieved in pursuing the Lisbon Strategy of economic, social and environmental renewal. It provides an overview of the progress achieved towards the Lisbon Strategy goals since the launch of the strategy and reports on the Lisbon process as it was adopted in 2000
. It builds in particular on the contributions of the different Commission services.
The main conclusion to be drawn from the mid-term review is that the growth performance of the European Union has stayed far behind the expectations from the time of launching the Lisbon Strategy. While some - though insufficient - progress has been made in lifting the rate of employment, the trend of a declining labour productivity growth has not been reversed.
These conclusions are conditioned by the fact that a number of measures have only been implemented recently and thus are in many cases not fully reflected in the corresponding indicators, which normally cover the preceding one or two years.
Nevertheless, the case for accelerating and focussing the implementation of reforms shines through clear enough.

The Commission staff working paper draws on the broad set of structural indicators
 agreed with the Council to measure progress towards the Lisbon Strategy goals, as well as the analysis and assessment of progress prepared by the Commission services.
This report is grouped according to the structural indicators:
1)
general economic background and overall performance since Lisbon 2000
2)
employment

3)
innovation and research

4)
economic reform

5)
social cohesion

6)
environment

A final chapter assesses the Lisbon method.

Annexes include : 

- structural indicators short list (1999-2004)

- legislation and initiatives related to the Lisbon Strategy
1. Overall performance since Lisbon 2000

	Lisbon Strategy Targets / Objectives

The Lisbon Strategy does not set particular targets for economic performance. However, a sound economy is a precondition for achieving the objectives of the strategy. That is why particular emphasis has been placed on the Stability and Growth Pact and on structural reforms intended to raise the growth and employment potential of the Union.
The Lisbon approach implies:

· that if the Lisbon measures are implemented against a sound macro-economic background, an average growth rate of around 3% per year should be a realistic prospect

· that Member States’ budgets are kept close to balance or in surplus over the medium term, ensuring the long-term sustainability of public finances

· that public expenditure is redirected towards increasing the relative importance of capital accumulation (physical and human) and supporting R&D, innovation, and information and communication technology (ICT)



	The economic environment turned sour soon after Lisbon 2000.

While growth prospects have started to improve moderately, average growth of 3% per year will not be achieved soon.

The gap in GDP per capita between the European Union and the United States has not narrowed.

Advances in employment rate have been offset by declining labour productivity growth.
Public deficits have increased…
…with spending on social protection and healthcare increasing,…
…leaving little room for redirecting public spending towards Lisbon goals.

	The Lisbon Strategy is aimed at raising the level of growth and employment in the European Union in order to achieve its long-term objective of economic, social and environmental sustainability. Only a sound and competitive economy that respect the environment and provides lasting social cohesion can be sustainable in the long run.
Some of the challenges to Europe’s future, in particular its demographic evolution, will impact Europe much more severely than its competitors. Ageing will limit Europe’s ability to achieve growth by increasing labour supply while at the same time placing greater demand on social expenditure. 

That is why particular emphasis is placed on reforms to ready our economic and social systems – most of which have been devised in totally different circumstances – for the challenges ahead. Our economy needs to modernise in a way that allows us to tackle for example demographic and climate change efficiently and avoid significant disruption in the future.
The Lisbon Strategy implies that if the measures proposed, are implemented against a sound macro-economic background, an average growth rate of around 3% per year should be a realistic prospect. Keeping Member States’ budgets close to balance or in surplus over the medium term would ensure the long-term sustainability of public finances, whilst allowing to redirect public expenditure towards capital accumulation (physical and human) and supporting R&D and innovation.
The general economic background since Lisbon 2000

Unfortunately, the economic environment turned sour soon after Lisbon 2000. A series of economic and other shocks have affected the economy between mid-2000 and mid-2003. These include the oil price shock in 2000; the bursting of the dot.com bubble in 2001; the slump in world trade in 2001; the appreciation of the euro exchange rate since mid-2002; accounting scandals and solvency issues in large countries; geopolitical uncertainty stemming from terrorist attacks and the war in Iraq and a series of natural catastrophes. As a result, economic activity was rather sluggish in the first three years following 2000 with average annual GDP growth remaining below 1% in both old and new Member States. 

Recently, growth has started to pick up. However, with an estimated growth rate for the EU15 of 2.5 percent and around 2 percent for the euro area in 2004, the economic recovery is rather moderate. Growth in the new Member States exceeded that of the old Member States. Net exports were the main contributor to growth in the early stages of this rebound. Investment spending has remained weak as the level of capacity utilisation in the manufacturing sector remains below average. Productivity gains were low, which, despite relatively modest increases in per-capita wages, exerted an upward pressure on unit labour costs. Core inflation stayed above 2% in the euro area, mainly because of persistent high inflation in the services sector. 
Relative performance since Lisbon 2000

Against this background, and in spite of the fact that the Union’s competitors were generally hit by the same economic shocks, the gap in GDP per capita between the European Union and the United States has not narrowed. GDP per capita in the EU15 remained in 2004 at 71% of the level in the United States. 
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Source:  Eurostat Structural Indicators.


The gap between the EU15 and the United States can be explained by a lower employment rate and lower hours worked per worker in Europe and lower productivity per hour worked. The increased contribution of employment to European Union GDP growth has been offset by a reduction in the contribution from labour productivity. As a result, the share of the GDP per capita gap attributed to lower hourly productivity levels in the European Union has been increasing since the launch of the Lisbon Strategy. 

Between 1999 and 2003, the number of employed persons in the EU15 increased by 6.5 million people. However, in order to meet the Lisbon employment targets for 2010, the required annual growth in the overall employment rate should be of the same order of magnitude as the employment increase during the best years in the late 1990s. Moreover, most of the improvement in employment took place in the first years of the Lisbon Strategy under buoyant economic conditions. Regarding hours worked, the European Union has experienced a positive change over the course of the 1990s with the previously downward movement in total hours worked relative to the United States coming to an end. In absolute terms, the average number of hours worked per worker continued decreasing, though at a diminishing rate.

As regards the productivity side, it is worrying to see that since 1995 the European Union’s relative position vis-à-vis the United States has deteriorated significantly. After having peaked in the mid-1990s at around 97% of United States levels, European Union labour productivity per hour is projected to deteriorate to around 88% in 2005 which is close to its relative level in the early 1980s. This decline in European Union labour productivity growth rates in the mid-1990s can be attributed in equal parts by a lower investment per employee and a slowdown in the rate of technological progress. The former can be partially explained by a higher rate of job creation, the argument being that the newly created jobs tend to be low-productivity jobs. The latter has been associated with:
(1) the difficulty of the European Union in reorienting its specialisation towards sectors with high productivity growth prospect;
(2) The lower productivity performance and size of information and communications technology (ICT) producing industries (including office equipment and semiconductors) and the lower productivity performance in ICT using services (such as wholesale and retail trade, financial service);
(3) The difficulty in producing and absorbing new, more knowledge-based, technologies.

Recent research suggests that at the most only 30% of the productivity slowdown is due to the increased employment of less-skilled people and seems to confirm that the slowdown in productivity is mostly due to a slowdown in technological progress.

The evolution of public finances

The deterioration of economic conditions had negative effects on public finances. The average EU15 budgetary deficit3 increased from 0.2% of GDP in 2000 to 2.6% of GDP in 2003, partly due to the working of automatic stabilisers. The 2004 general government deficit for the EU15 is expected to represent 2.7% of GDP whereas the euro-area average of 2.9% of GDP is even nearer to the 3% reference value of the Treaty. Cyclically-adjusted, the average public deficit increased from 1.1% in 2000 to 2.3% in 2004. In 2004, around one third of the 25 Member States had deficits exceeding 3% of GDP. This also reflects the initial budgetary position in several of the new Member States, the ongoing transition process and the different challenges facing fiscal policies.
The combination of limited progress in moving towards sound budgetary positions with a lacklustre growth performance has resulted in an unfavourable debt development. The debt-to-GDP ratios in the EU15 increased slightly from 64.1% in 2000 to 64.4% in 2004, thereby remaining significantly above the 60% reference value of the Treaty4. 
At European Union level (EU15), public investment has represented a constant share of around 2.5% of GDP since the end of the nineties. In countries where budgetary positions are sound (e.g. as in Spain) public investment has been increasing. Empirical medium and long-term trend data show a regular increase in expenditure on social protection and healthcare, raising the need both for long-term cost-efficiency measures and for investment in health prevention. Ageing implies further relative increases of these items. Although the size of the targeted age group is declining due to demographical changes, the share of education and training expenditure has not been reduced as young people tend to study longer, resulting in higher upper secondary and tertiary participation rates and a rise in the overall number of pupils and students in education and training. Public expenditure on R&D stabilised in 2001-2002 around 0.7-0.8% of GDP. In 1999, expenditure by the public sector on environmental protection was €34.1b or 0.42% of GDP in that year. Growth in the size of the sector has been around 5% real per annum, but the relative figure in percentage of GDP, to one decimal point, is probably unchanged.
Conclusion

Overall, the Union has over the period since the launch of the Lisbon Strategy not achieved an average growth rate of 3% per year. As a result, its capacity to achieve its balanced economic, social and environmental development is diminished. The gap in GDP per capita between the European Union and the United States has even increased slightly and labour productivity is falling further behind. Moreover, the European Union is also loosing ground vis-à-vis other competitors such as China and India, which have been growing at substantially higher rates.

While it may seem thankless in light of the efforts that have already been undertaken, the targets are moving and reform needs to be accelerated. The cost of a delay of 2-5 years in delivering on the Lisbon Strategy may be paramount to not having Lisbon at all.

In concentrating efforts and resources, key objectives should be to stimulate the growth of labour and resource productivity, whilst at the same time encouraging a move towards full employment. Higher participation and making the labour market more inclusive are essential in view of the ageing population and its far reaching impact on labour supply, public finances and thereby on the sustainability of the welfare state.




Box 1: the effects of ageing
The youngest age group (0-14 years) will decline by 11% from 2000 to 2015 and continue to do so by 6% until 2030. In the short run this will imply a smaller demand for education, training and childcare, and an opportunity for substantial improvements in these areas. 

The younger age group on the labour market (15-29 years) will shrink fast, constraining the inflow of newly educated people on the labour market. The older workforce (50-64 years) will increase from 22% to 28% of the working population. 

The age group above 65 years will increase by 22% between 2000 and 2015 and by a further 27% until 2030. The population over 65 years compared to the population of working age (i.e. the dependency ratio) will increase from 25% in 2002 to 30% in 2015 and 40% in 2030. The number of people above 80 years will increase very strongly, attaining 20 million in 2015 and 27 million in 2030.
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This means that even if the Lisbon target for the employment rate (i.e. 70%) is attained in 2010, the actual labour force will decline as the population of working age shrinks. A rise in the labour force after 2010 would seem possible only if the level of immigration increases and if the employment rate continues to grow beyond 70% (e.g. through higher female participation, higher participation by young people, by people with disabilities and by later retirement). 

	
	


________________

3 Excluding Universal Mobile Telecommunications System (UMTS) revenues.
4 Autumn 2004 Economic Forecasts.
2. Employment
	Lisbon Strategy Targets / Objectives

The Lisbon objectives in terms of employment, as expressed in the European Employment Strategy, cover the three overarching objectives of full employment, improving quality and productivity at work, and strengthening social cohesion. This means in particular :

· An overall employment rate of 70% in 2010 (67% in 2005)

· A female employment rate of 60% in 2010 (57% in 2005)

· An employment rate for older workers (aged 55-64) in 2010 of 50%

· An increase by 2010 of five years in the average age at which people leave the labour market

· Availability of childcare by 2010 for 90% of children between 3 years and compulsory school age, and 33% of children under 3 years
For Member States, four priority areas were identified:
· Attracting more people in employment

· Increasing the adaptability of workers and enterprises

· Investing in human capital and making life-long learning a reality

· Improving the implementation of reforms through better governance


	The overall employment rate has increased, but not sufficiently to reach the Lisbon target.
While the employment target for women is within reach…
…the target for older workers is still a way off, in spite of significant progress.
The average age of exit from the labour force moves up at an insufficient pace.
Childcare provision is advancing, but care for children under 3 years old is deficient.
Gender gaps are slowly improving, but persist.
Increasing policy attention is devoted to making work pay, but effective removal of unemployment traps appears difficult.
Progress to reduce undeclared work and the informal economy has been limited.
Part time and temporary contract employment have increased moderately…

…while transition towards permanent contracts remains insufficient.
Initiatives to facilitate mobility are being taken, but are too recent to have had much effect.
Progress in quality in work is difficult to assess due to lack of data.
	The Lisbon Strategy aims to make the maximum use of Europe’s employment potential and regain the conditions for full employment, by creating more and better jobs for all and by implementing gender mainstreaming in order to mobilise the full potential of female employment. Underlying instrumental policies focus on removing bottlenecks and disincentives and increasing worker participation, improving the adaptability of companies and workers, investing in human capital and enhancing quality in work.
Progress towards the employment targets

The overall employment rate has increased between 1999 and 2003 from 62.5% to 64.4% for the EU15 and from 61.9% to 63% for the EU25. Differences are sizeable across Member States and the employment rate varied from 51.2% in Poland to 75.1% in Denmark. Since Lisbon 2000, six of the EU15 Member States experienced increases of less than one percentage point (Austria, Belgium, Germany, Denmark, Portugal and the United Kingdom). Only Spain and Italy have seen a strong increase in their employment rates since 1999. The situation in the new Member States is more diverse, ranging from a decline in the overall employment rate in Poland by -6.3 percentage points to an increase of 5.5 percentage points in Cyprus reflecting also the transition some of these economies are currently undergoing. To meet the overall target, more than 22 million jobs should be created in the EU25, requiring an average annual growth rate of 1.5% compared to the 0.7% per year growth achieved in 2000-2003*.
The employment rate of women has risen by 3.2 percentage points between 1999 and 2003 to 56.1% in the EU15, close to the interim target of 57% by 2005. The increase was particularly fast in Spain and Italy. For the EU25, the rate reached 55.1% in 2003. The 2010 target for female employment seems to be achievable: in the EU15, the remaining gap with the Lisbon target is 3.9 percentage points, which requires an average annual growth of 1.0% from 2003 to 2010 compared with the annual increase of 1.5% seen in 2000-2003. For the EU25, the required growth rate would be 1.2% per year*. 
This went along with a considerable increase in the employment rate of older workers (aged 55-64) which rose by 4.6 percentage points to 41.7% in the period 1999-2003. For the EU25, the rate reached 40.2%. Despite these improvements, the employment rate of older workers would need to rise substantially by 2.7% per year in the EU15 and by 3.2% in the EU-25 in order to meet the target*. The employment rate is particularly low for older women. 
The employment rate of people with disabilities remains significantly lower than that of the general population. The employment gap between disabled and non-disabled people varies between 17% in Belgium and 51% in Poland. In 2002, it was estimated that 3.5 million disabled people of working age in the EU15 were able and willing to work but could not find a job or a place in an active labour market measure5.
Instrumental policies towards more and better jobs
Apart from setting the overall targets, the Lisbon Strategy also put forward a number of policies deemed to be instrumental towards full employment.

Attracting more people in employment
The growth in the employment rate is in line with the increase in the average age of exit from the labour force from 60.8 years in 2002 to 61.4 years in 2003 for the EU15 and from 60.4 to 61.0 for the EU25, as an increasing number of Member States are implementing pension reforms and start developing active ageing strategies. In particular the tightening of the eligibility to and the phasing-out of early-retirement schemes, but also changes in the tax and benefit system have improved financial incentives to prolong working lives. Comprehensive active ageing strategies are missing or still need to be further developed in most Member States.
Improving childcare should enable more people to join the labour force and help remove many of the disincentives that women in particular are still facing. Since the year 20006, an increasing number of Member States have set national targets for childcare provision, although these are not always underpinned by actual policy initiatives. Harmonised statistics on childcare will be available in 2006 and until then national statistics are used to follow progress. These include a diversity of forms of child care that are not fully comparable between countries. For children under 3 years old only Sweden, Denmark and Belgium (partly) reach the target of childcare coverage (33%), while a number of countries have less than 15% coverage (e.g. Germany, Spain, Italy, Luxembourg, Austria, Cyprus, Hungary and the United Kingdom). Care provision for children between 3 years and the mandatory school age is somewhat better, with quite a few Member States claiming to have reached or to be close to the target of 90% (e.g. Belgium, Denmark, Spain, Italy, Germany, Sweden, Malta and the Netherlands). Member States seen to be lagging behind are the United Kingdom and Slovenia as well as Finland and Lithuania to a certain degree7.
There are still differences in pay between men and women for the same work. Reducing these gaps will make work more attractive for women. Over the period 1999-2001, the gender pay gaps slightly improved in Austria, the Czech Republic, Cyprus, Estonia, Italy, Latvia, Luxembourg, Hungary, Malta, the Netherlands, Poland, Slovenia, Finland, Ireland and the United Kingdom and worsened in Germany Portugal and Sweden. The gender gaps in employment have been reduced over the period 2000-2003 in the EU15 and the EU25 (except in Luxembourg). This is mainly linked to a slight decrease in male employment rates in most EU15 countries and a steady but slow increase in female employment rates (except in Denmark, Luxembourg, the Czech Republic, Poland and Slovakia). 
An increasing number of Member States are pursuing reforms to make work pay by addressing the combined impact of taxes and benefits (i.e. Belgium, France, Denmark, Germany, the Netherlands, Sweden, the United Kingdom and Spain). Recent findings on the extent of unemployment traps reveal marginal effective rates of taxation exceeding 85% in several Member States, against 70% in the United States. The risk of low wage traps appears to be high in a number of Member States having marginal effective tax rates exceeding 99% against 55% in the United States**. The declining trend in the tax rate on low wage earners in the EU25 seems to have stalled, with the tax rate stabilizing at 37.4% in 2003. Disincentives to people on long-term sickness or invalidity moving into work (incapacity traps) continue to be present in some Member States (i.e. the Netherlands, the United Kingdom, Sweden and Luxembourg). A number of Member States have tightened qualifying conditions for the eligibility or duration of benefits (Germany, the Netherlands, Sweden, Denmark and Belgium).

By reducing the informal economy and undeclared work, more people can be pulled into the official labour circuit. Undeclared work and the informal economy expressed in percentage of GDP remains a problem in Greece (more than 20%), Lithuania (15-19%), Hungary (18%), Latvia (18%), Slovenia (17%), Italy (16-17%), Slovakia (13-15%) and Poland (14%). In several other Member States the problem is concentrated in sectors such as construction, agriculture, hotels and restaurants, personal and domestic services. Although difficult to assess by the very nature of undeclared work, progress in reducing undeclared work has been limited over the period 2000-2004. Since the mid-90s the scale of undeclared work might have decreased in the new Member States, as a consequence of the "integration effect" in anticipation of European Union membership (except in Poland where it has risen again since 1995 due to a marked increase in unemployment).
Improving adaptability of companies and workers

Workers and companies face the challenges of constant technological change, rapidly eroding skills and increasing global competition. In order to help them address these, mechanisms need to be in place which facilitate mobility and labour market transitions, eliminate discrimination in the workplace for disadvantaged groups such as people with disabilities, and that ensure adequate provision of human capital investment. 
Combining flexibility and security in the labour market

Efforts to promote a better balance between flexibility and security need to address a wide range of issues, e.g. work organisation, working time, contractual diversity, etc. At present, labour market segmentation has not been significantly addressed in Member States.

Part-time employment as a proportion of total employment has increased moderately to 18.6% for the EU15 and 17.1% for the EU25 in 2003. The highest rates are found in the Netherlands, the United Kingdom, Sweden and Germany where more than two thirds of those part-time employed do so voluntarily. The lowest rates are found in Slovakia, Greece, Hungary, the Czech Republic, Slovenia and Spain. Part-time work patterns remain particularly favoured by women mainly as a way to dedicate time to household and care-taking tasks. As a consequence, part-time work attracted 30.5% of female employees in the EU25 in 2003, against 6.6% of male employees. In 2003, temporary contract workers are only 12.8% of total employment in the EU25 ranging from 2.5% in Estonia to 30.6% in Spain. Between 1998 and 2003 the incidence of temporary contracts has grown by 6.7%
Transition towards a permanent contract is an important way for individual workers to advance and consolidate their participation in the labour market. Transition rates are low however, as less than a third of temporary employees in 2000 in Belgium, Germany, Ireland, Italy, Spain, France, Greece and Finland were in permanent jobs in 2001. Between 1995 and 2001 around 16% of those who were initially in precarious contractual arrangements are still in the same situation and, more worryingly, 20% of them had moved out of employment, more than for any other category of workers8. 
Mobility
The portability of occupational pension rights has been the subject of a consultation procedure, though no agreement was reached among social partners. Consequently, a draft Directive is being prepared. Tax obstacles to the cross-border provision of occupational pensions infringe the Treaty provisions on the free movement of workers and capital, as well as the freedom to provide services. Several Member States have eliminated such tax obstacles or have announced that they will do so. Infringement cases have been opened against Denmark, Belgium, Spain, France, Ireland, Italy, Portugal and the United Kingdom. Finally, the Pension Funds Directive9 is to allow easier cross-border portability of pensions within a group of companies. 

In June 2004 the European Health Insurance Card came into effect in 13 countries of the European Economic Area (EEA) (Belgium, France, Luxembourg, Spain, Germany, Greece, Ireland, Sweden, Denmark, Finland, Norway, Estonia and Slovenia), with a transition period for the remaining 15 EEA Members States until the end of 2005. 
The operational launch of the Single Framework for Transparency of Qualifications and Competences (Europass) is foreseen for early 2005. The adoption of the draft Directive to simplify and consolidate existing rules on recognition of professional qualifications for regulated professions is expected for 2005. This Directive will facilitate also the temporary and occasional provision of services in this field.
In September 2003 the EURES Job Mobility Information Portal was launched, providing Europe-wide access to available jobs and skilled workers. It also provides interconnection with the PLOTEUS portal on learning opportunities to facilitate mobility for learning purposes. The number of visitors reached around 500.000 per month in July 2004. 

Quality in work

Quality in work is a multi-dimensional concept including aspects such as working environment, equal opportunities, reconciliation of working and personal life, life-long learning, health and safety and contractual security and job satisfaction. Making this concept operational has posed difficulties. Nonetheless, indicators have been developed for most of these aspects (for the Laeken European Council) and a progress report was prepared late 2003.
Conclusion

Following a period of favourable employment growth over 1997-2001, the performance of the labour market was affected by the economic situation. Progress towards the European Union employment objectives has slowed down over the last two years, as did the pace of reforms. The Lisbon Strategy, underpinned by the European Employment Strategy, has spurred labour market reforms but much remains to be done. Most progress seems to have been achieved in the areas of tax cuts, active labour market policies and designing strategies for life-long learning, whereas less improvement is evident in investing in human capital, forming wage-setting mechanisms, implementing active ageing strategies and promoting a new balance between flexibility and security.
Citizens have become weary of reforms that demand greater flexibility in the absence of any significant growth in jobs or visible signs of increased job quality. Whereas an economic recovery would help meet the Lisbon targets and assuage public anxiety, nevertheless a greater ambition is needed in the modernisation of labour markets and social protection systems to equip Europe to successfully face the challenges of demography and sustainability.
Existing social protection systems have mostly been devised in times of near full employment and favourable demographic conditions. They are inadequate and unsustainable in a world where change and restructuring is inherent and required skills evolve constantly. The political challenge to offer citizens a credible “new deal” allowing them to embrace more flexibility in return for social inclusion systems that effectively help them to master change and partake in prosperity, whilst offering adequate security and solidarity – including between generations - is crucial but has not yet been answered. 



____________________

5Active Labour Market Programmes for People with Disabilities-Facts and figures on use and impact.

6Data are not yet available for the Czech Republic, Estonia, Ireland Poland and Slovenia. National sources are used. Fully comparable data will be available only after 2005 with the launch of the Survey of Income and Living Conditions (EU-SILC).
7Data from National Action Plans 2004.
8Employment in Europe 2004, chapter 4.
9Directive of the European Parliament and of the Council on the activities and supervision of institutions for occupational retirement provision, 2003/41/EC of 3 June 2003.
10COM (2003) 728 of 26.11.2003.
(*) In the absence of population growth.

(**) For a one-earner couple with 2 children
3. Research, innovation and education
	Lisbon Strategy Targets / Objectives

Research

· Increase R&D spending to 3% of GDP by 2010. The proportion financed by business should rise to two thirds of that total (target set at Barcelona)

· Network national and joint research programmes on a voluntary basis around freely chosen objectives and develop an open method of co-ordination for national research policies

· Improve the environment for private research investment, R&D partnerships and high-technology start ups

· Harness new and frontier technologies, notably biotechnology and environmental technologies

· Introduce a cost-effective Community patent

· Remove obstacles to the mobility of researchers, attract and retain high-quality research talent in Europe

· Roll out a world-class research communications infrastructure
Information society

· 100% of schools to be connected to the internet by 2002 (target set at Lisbon)

· All teachers to have training in digital skills by 2003

· Ensure access to widespread, world-class communications infrastructure and ensure significant reduction in the cost of using the internet (local loop unbundling)

· Create conditions for e-commerce to flourish

· Prevent info-exclusion

· Stimulate eGovernment

· Support take up of 3G mobile communications and introduction of Internet Protocol version 6
· Launch the Galileo programme (objective set in Stockholm 2001)
Education and training
· Achieve a substantial increase in per capita spending on human resources

· Promoting life-long learning

· Adapt skills base to needs of knowledge society

· Better recognition of qualifications

· Promote learning of European Union languages and introduce a European dimension to education and training
· Promote school twinning via internet


	Overall R&D expenditure in percentage of GDP increased marginally.
Co-ordination of national research policies has had mixed success.
A world class research communications infrastructure is now in place…
…but efforts to attract and retain research talent in Europe need to be stepped up.
Efforts to foster private investment and improve exploitation of R&D must also intensify…
…notably with much stronger links between public research and industry.

A cost-effective Community patent remains absent.
	Productivity gains are highly dependent on technological progress and improvement in the quality of labour and capital inputs. A key objective of the Lisbon Strategy has been to speed up the transition towards a knowledge-driven economy, in which education and training, research and innovation contribute efficiently to growth. 
Research

In terms of increasing productivity through innovation, the goals set in the Lisbon agenda call for an increase in inputs to research, both in terms of increasing the number of researchers and increasing the amount of R&D expenditure. At the same time, it is necessary to increase the efficiency of R&D and to improve the processes by which new ideas are turned into new products, services and solutions, and to make the overall environment more attractive for firms to increase investment in research.

Increasing research spending

Research determines future technological progress. With this in mind, the Lisbon Strategy requires a significant increase in R&D spending. However, between 1999 and 2002, R&D expenditures in percentage of GDP in the EU25 Member States increased only marginally reaching 1.99% in 2002, as opposed to 2.76% in the United States and 3.12% in Japan. In Sweden and Finland, R&D expenditures as percentage of GDP are above those in the United States and rising, while Germany and Denmark show R&D intensities comparable to the United States. Greece, Ireland, the Netherlands, Poland and Slovakia, on the other hand, have witnessed a decline in R&D spending since 1999. On average, the new Member States spend less of their resources on R&D than the EU15 members. 
In 2002, the Barcelona European Council set the target for overall R&D investment in the European Union to approach 3% of GDP by 2010. Since then, most Member States have set national targets for increasing investment in research, but these are often not fully translated into budgetary reality. Fiscal transfers are increasingly used, accounting for a substantial proportion of public support for private R&D in some Member States
. The volume of these fiscal transfers as a proportion of the total public support to private R&D varies between 10% and 70%, making it the single most important element of public support to business R&D in some Member States.

Harnessing national research and development efforts

To reach the Lisbon target, the real annual growth rate of total research investments for 2003-2010 should be 8.6%12, as opposed to an average annual growth rate of 4.3% achieved from 1997 to 2002. The Commission action plan “Investing in Research” adopted in April 2003, proposed a series of actions to boost public and private R&D efforts which are now being implemented. In this context, it has been proposed to better co-ordinate national efforts in order to increase effectiveness. The open method of co-ordination (OMC) has been applied to five areas of research policy since 200313. The experience to date suggests that Member States are willing to consider concertation and some degree of co-ordination between national policies, but that a higher level of involvement will be needed to commit the resources necessary to address sensitive issues requiring co-ordination between several Member States. In biotechnology, for instance, no single Council formation covers comprehensively the issues involved.
The Galileo European satellite radio navigation programme, the first spatial programme of the European Union, is an example of bringing the different European players in the field of R&D together.

Making Europe attractive for researchers 
Europe still plays a leading role in scientific production but its attractiveness to researchers from the rest of the world needs to be enhanced substantially. Efforts to improve the environment for researchers are promising, but need reinforcement. The shortage in highly qualified research staff is of particular concern. 

As regards infrastructures, the electronic communications backbone infrastructure for European researchers, GÉANT, is covering 34 countries and reached the transmission capability objective of hundreds of Gigabit per second in early 2004. In terms of capacity, coverage and scientific communities served, it is more than twice as powerful as any other similar infrastructure in the world, enabling researchers from Iceland to the Caucasus to pool their ideas, data and computing power.
On the researchers’ front, the Commission has, together with Member States, developed and put into place an integrated strategy to improve Europe’s attractiveness to researchers, based on which a number of concrete actions are underway. These include increased funding for Marie Curie actions, the launch in 2003 of the European researchers’ portal with pooled job vacancies for researchers and other information, as well as in 2004 of the ERA-MORE network, with some 200 national and regional centres for practical proximity assistance to mobile researchers.
Foster private investment and exploitation of R&D

Europe is failing to attract and retain globally mobile and new research investment by multinationals, which is increasingly taking place outside Europe. 78% of the European Union investment gap with the United States was due to lower private investment. Though Europe has notable competitive strengths in semiconductors, industrial biotechnology, mobile telephony, aeronautics, transportation, medical technologies, pharmaceuticals and environmental technologies, its technological position is weak or weakening in instrumentation, information technologies, biopharma and biotechnology. The latter is also suffering from a widespread tendency of the European public to reject genetically modified organisms (GMO). In the emerging field of nanotechnology, Europe leads in terms of scientific output but lags in terms of exploitation.
The industry-university link needs to be strengthened. The service sector represents the major share of the Union’s economic activity, but it lacks crucially in research support for developing new business processes, organisation and management. Industry in general and small and medium-sized enterprises (SMEs) in particular, have not sufficiently linked up to new technology to revitalise competitiveness. Technology platforms aim to provide input in R&D priority setting based on sector-led involvement of stakeholders. Some are already well advanced in delivering detailed European R&D strategies. Overall, public research organisations and notably universities have not yet put the internal structures and governance in place to support the development of public-private partnerships for R&D and innovation. A fundamental shift in mindset in public research and academia, combining the role of knowledge creation with a responsibility to engage in value creation, has still to take root. 

The entry into force in 2004 of the revised Block Exemption Regulation for state aid to SMEs and the Technology Transfer Block Exemption have contributed to improve the framework conditions for investment in research and innovation. But while some progress is being made on the draft Directive on computer implemented inventions, a final agreement on the Community patent remains elusive as the Council failed to reach final agreement on aspects of the translation regime. Several Member States have not implemented the Biotechnology Patent Directive.



Box 2: the Community patent
The proposed Community patent system, applicable in all fields of technology, would establish a single European Union-wide patent. It would provide protection in 25 Member States for around the same price as is currently paid for protection in just 5 countries. The Community patent system would involve less red tape and greater legal security, including through the specialised Community patent court ruling with Community-wide effect. These features could make it especially attractive to SMEs which are not using the current patent system to full effect. Council reached broad consensus on the draft Community patent regulation. Moreover, the principles of a single specialised Community patent jurisdiction have been fleshed out and await discussion. 
However, in spite of these important achievements, continuous discussion on the status of translations of the patent claims have blocked final adoption. Translations of patent claims should be filed in all official languages for the patent to take effect. Since November 2003, the only outstanding disagreement appears to be whether the translations should be for information only, or whether individual language versions should have legal effect. There are no indications that a resolution of the issue is in sight 
	
	Conclusion

While the number of science and engineering graduates in Europe is well ahead of that in the United States and Japan, and Europe produces a third of the world’s scientific knowledge, as measured by the number of scientific publications, it has generally been less successful in attracting graduates to research careers and in translating scientific and technological knowledge into new and improved products and processes.

More investment is needed, especially from the private sector. For this Europe needs to become a less fragmented, more competitive, attractive and stimulating environment for research and innovation. For effective science-industry links to develop, the governance of universities and research institutes must be geared to innovation and excellence. This process must be put into fast-track through accelerated implementation of the “Investing in Research” action plan and of actions targeting researchers. In this context, efforts to put in place the necessary policy co-ordination and tools require higher involvement from Member States and key issues such as the Community patent must be taken more seriously by Member States.



	While there has been good progress in the quantitative targets of the information society…
…and access to the latest technology is being ensured…

…the impact on productivity should be enhanced.
Member States tend to lag behind on adopting substantive legislation on electronic communications.
Internet access costs have continued to fall but incumbent operators are still the major broadband providers.
	Progress in establishing the information society

Historically launched during the internet boom, the Lisbon Strategy highlighted the potential of information and communications technology (ICT) to contribute to productivity growth, and set out measures to promote ICT accessibility, uptake and skills. 

Promoting ICT uptake and skills

The proportion of European Union schools online increased from 89% in 2001 to 93% in 2002. The number of internet-connected computers per 100 pupils rose from 4 in 2001 (1 computer per 25 pupils) to 5.9 in 2002 (1 computer per 17 pupils). There is, however, wide variation across Europe. The number of pupils per computer halves as one moves from primary education to secondary education and again as one moves to professional/technical education. The use of broadband has increased fourfold in 2002 from 5% to 19% of schools. A 2003 survey placed Sweden on top of world ‘e-learning readiness’ rankings, closely followed by Canada, the United States and Finland, with Southern and Eastern Europe ranking less favourably. 
Over half of European Union’s teachers have been officially trained in the use of computers and four in ten know how to use the internet. However, there remains a considerable disparity between the use of computers by teachers at home and their use for pedagogical purposes in the classroom. For example in France, 80% of teachers use computers at home but only 20% use them in the classroom. 
The percentage of European Union households with internet access rose from 18% in 2000 to 45.1% in 2003 with Denmark, the United Kingdom and Germany leading the ranking and Greece, Portugal and Spain lagging. Growth in penetration has not reduced the disparities between Member States. New Member States are generally behind in terms of connectivity but there are wide divergences and some are around the EU15 average. There is evidence that intensity of use is equal to that of EU15. In most cases, when users switch from dial-up access to broadband connection, their usage of internet services increases.
Broadband penetration (measured as the number of lines divided by the total population) grew from 4.5% in July 2003 to 7.6% in July 2004 at EU15 level. The penetration rate at EU25 level was 6.5% in July 200414. The highest access rates were recorded in Denmark, Belgium and Sweden exceeding those of the United States. There were 29.6 million lines in the EU25 in July 2004 compared to 17.2 million in 2003 and 8.8 million in 2002.
There were an estimated 2.6 million 3G subscribers in the European Union in December 2004. Commercial launches have taken place in almost all of the EU15. The vast majority of new Member States have had a later start and commercial services are unlikely to come on stream until 2005. Overall it is estimated that the majority of the EU25 Member States have at least partial 3G coverage at the end of 2004, reaching around 50% of the total EU25 population. Most European countries have now an IPv6 Task Force established. 
Impact on productivity

87% of enterprises with more than 10 employees had internet access in 2003 in the EU15. More than 95% of enterprises with more than 50 employees used ICT, but the sophistication of ICT usage remains unbalanced. Medium-sized companies, however, are catching up.

With the public sector accounting for a major share of economic activity, similar trends emerge but efficiency and productivity must be enhanced if Europe is to prosper. Progress in making public services available online has continued. In 2003, 67% of basic services were available online, 45% with full interactivity. On the demand side, there has been a 70% increase between 2002 and 2003 in the use of the internet for obtaining information from public sites. 21% of the population now use the internet for this purpose and this rises to around 40% in leading Member States.

The ICT market, after rapid progress in the late 1990s, started a downturn in 2000 which continued through 2002. However, since 2003 a clear upswing is taking place and European ICT markets are expected to grow 3.1% in 2004. The growth in ICT spending in 2003 in the European Union was reportedly stronger than in the United States and Japan15. Overall, market demand in the European Union grew by 8%, compared to minimal growth in the United States (1.1%) and to 6.6% in Japan. 

The changes brought about by digital technologies have had a strong impact throughout the audiovisual value chain, from development to distribution. Certain of these changes will affect positively the competitiveness of the sector and others the audience, for example in cinema, where these technologies will bring more choice and opportunities for individual access to content and content services. Some examples, supported by the MEDIA programme, include video on demand over personal devices, content over networks, or the linking of cinema networks through digital projection.

Fostering competition
Fostering competition should open the market for new players and reduce costs for companies and consumers. The new European Union regulatory framework for electronic communications was applicable for the EU15 from 2003 and for the new Member States from 1 May 2004. By the end of 2004, nineteen Member States had adopted primary legislation to transpose its key provisions into national law. Those lagging behind are Belgium, the Czech Republic, Greece, Luxembourg and Malta. Infringement proceedings are now pending before the Court of Justice against Belgium, Greece and Luxembourg. Substantive secondary legislation is still to be adopted in a number of Member States. 

With regard to internet access costs, for access via PSTN (i.e. dial up telephone) the average price for 20 hours off-peak usage fell from €28.2 to €25.53 (-9.5%) between 2003 and 2004. As broadband access has been rolled out, speed of access has increased. The most widely used broadband access technology is ADSL and the average price of ADSL broadband access has fallen from €38.46 to €15.78 (-60%). Incumbent operators maintained their position as major broadband providers at European Union level with 56.3% of all broadband lines, down from 58.7% a year earlier. 
After a slow start following the entry into force of the Regulation on the unbundling of the local loop in 2001, which coincided with the general economic slowdown, the development of the market has accelerated rapidly. There was a significant increase of 110% in wholesale unbundled local loops in the EU15, from 1.8 million in July 2003 to more than 3.8 million in July 2004, out of a total of nearly 204 million subscriber lines. This increase comprises approximately one million fully unbundled lines and one million shared access lines.


Box 3: the eEurope Action Plan

The eEurope Action Plan is part of the Lisbon Strategy to build a knowledge-based economy in Europe. The eEurope 2002 Action Plan was adopted in 2000 and by the end of 2002, the majority of its 65 targets had been met. Nearly all businesses and schools were connected to the internet; the number of households connected, had nearly tripled and Europe had the fastest research network in the world.

However, by the end of 2002, there was little evidence to show that the success in getting Europe online had been translated into new jobs and services. Nor were there the increases in productivity observed elsewhere, notably in the United States. This became the central goal of eEurope 2005. By end 2005, Europe should have modern online public services (e-government, e-learning, e-health) and a dynamic e-business environment, based on a widespread availability of broadband access at competitive prices and a secure information infrastructure.

At mid-term of the eEurope 2005 Action Plan, there are many areas of success – broadband connectivity is rising, government services are increasingly fully online. However, in many fields progress is still supply driven, concentrating on technology, applications and initiatives. A concerted effort is needed to achieve the productivity gains and job creation expected. Specific areas requiring greater focus are:

· Interoperability, standards and multi-platform access, as in many cases the key requirement is not for technical solutions but for multi-party agreements.

· Most initiatives remain nationally or regionally focused and opportunities to close the gap between leaders and followers through a more effective exchange of practices are missed.

· Move to a demand-driven approach that emphasises service delivery, end-user value for all and functionality, (so far the ways to bring really effective and adequate services online to the end-user) are not fully understood.

· Greater availability of attractive content, adequate protection of copyrighted content, interoperable digital rights management (DRM) solutions.
· e-Services generally yield more productivity and efficiency gains when embedded in effective re-organisation of processes and service delivery.

· Monitoring and quantification of e-inclusion, especially in order to assess the extent of regional imbalances.

· The impact of e-services in terms of efficiency or productivity gains and quality of work and life.
	
	Conclusion

There has been good progress in the quantitative targets of the information society for connecting schools and households to the internet, and in putting governments online. Broadband penetration has increased significantly, spurred by lower prices and intensifying competition. Substantive legislation on electronic communications is still to be adopted in a number of Member States. Incumbent operators maintained their position as major broadband providers in many Member States, but the new entrants’ share of the broadband market continued to rise. 

To date, Europe has not yet reaped the potential benefits of the information society in terms of contribution to productivity. Though there has been increasing political support for the information society, Member States should ensure effective competition and focus should shift to productivity enhancement and demand-driven development.




	Public spending on education and training has kept up so far.
The completion rates of upper secondary-level education have improved only fractionally.
Participation in life-long learning has increased, but 
the 2010 benchmark remains difficult to achieve.
The quality of vocational training remains variable throughout Europe.

Work on better recognition of qualifications is under way.

	Progress in the field of education and training
Education and training directly contribute to productivity growth. For individuals, the schooling levels they obtain, determine their skills base, their employability and ultimately their standard of living. Yet too many people are still not properly equipped with the knowledge, skills and competences required for a modern workforce in a knowledge-based society to permit career development, to reduce skills mismatch and bottlenecks in the labour market
Progress in education and training spending
Up to 2001, the latest statistics indicated a slight increase in public spending on education and training in the EU25. However, data from national budget plans available for a number of Member States implies that progress has stalled after 2002. Due to the short reference period and the possible change of trends, it is difficult to estimate whether the European Union is delivering the increase in investment in human resources called for. Public investment in this area only shows a very slight increase (5.1% GDP for EU15). This varies from 8.5% in Denmark to 3.9% in Greece and Luxembourg. It remains clear, however, that the Union is lagging behind the United States and Japan as far as investments by the private sector and individuals are concerned.
Improving completion rates 

The target of an 85% level of completion of upper secondary-level education by 2010 for 22 year olds continues to represent a significant challenge for Member States. Completing upper secondary education is increasingly important not only for a successful entry into the labour market, but also to allow students access to higher education. The 2003 completion rate average for the Union was 76.7%, a slight increase from 76.4% in 2000. Significant progress has been made by several Member States, however others have been experiencing a decrease in the percentage attaining upper secondary education, e.g. in Portugal. There are wide disparities between Member States, ranging from 43% in Malta to 94% in Slovakia. Portugal, Spain, Italy and Luxembourg have completion rates considerably lower than the European Union average. Women in general have higher attainment levels than men.
Life-long learning
Despite encouraging recent progress, the 2010 objective of achieving a 12.5% rate of adult participation in life-long learning remains difficult to achieve. Participation rates have seen a steady increase between 2001 and 2003 from 7.9% to 9.3%. However, participation remains low in many Member States, notably in the Czech Republic, Greece, Italy, Lithuania, Malta, Portugal and Slovakia. Participation rates vary widely by age and attainment level, and groups most in need are the least likely to receive training.
Modernising education and training systems
While Member States are making efforts to modernise and reform their education and training systems, there is cause for concern that the pace of reform will not enable the Union to attain the objectives set at Lisbon. There is a risk of a shortage of teachers and the level of private funding of higher education is only a small fraction of the level attained in the United States.

In higher education, the Bologna process has stimulated curricular reform across Europe. All countries are introducing three main cycles corresponding to a first, a master and a doctoral degree, and all are setting up quality assurance systems and introducing the transparency instruments ECTS (European Credit Transfer System) and Diploma Supplement. By 2005, a framework of qualifications for the European Higher Education Area is to be established. However, the pace of reform in universities is unevenly spread.
While most Member States, when compared to the United States and Japan, have developed significantly stronger systems for initial vocational education and training (VET), few countries have undertaken to make vocational pathways and in-company training as attractive an alternative as general education. The Copenhagen process, aiming at increased European co-operation in this field, has since 2002 launched a number of initiatives targeting these weaknesses. A new credit transfer system for VET, the Europass, and a common framework for quality assurance are currently being developed and implemented. The vocational route still suffers generally from an image problem compared to academia. At the same time, many sectors are faced with a shortage of qualified employees, in particular high level engineers and specialist technicians. Levels of mobility in vocational education and training remain low in relation to those in higher education. 

Education and Training 2010

The different initiatives and processes in the field of education and training have been gathered under one single umbrella, the “Education and Training 2010” work programme. The purpose is to strengthen overall consistency between initiatives, to simplify communication between the different stakeholders and to insure maximum impact. A crucial element in this strategy is the development and implementation of an overarching European qualifications framework supporting transparency, recognition and transfer of qualifications and competences at all levels of education and training, including higher education.
Conclusion

Europe continues to spend significant amounts on education and training, however, education systems must become more efficient in providing an adequate skills base. Their contribution to productivity growth could still be enhanced. More incentives should be provided for the acquisition of skills, knowledge and human capital, necessary for a highly adaptable workforce, but also to ensure that people remain employable. In today’s world people need more than just the basic skills of reading and mathematics to enable them to function in society. They need to be able to think creatively, to combine skills and resources, to build solutions and thrive in a collaborative environment.

If the modernisation of our social systems is to succeed, educational systems should become more performant and more flexible in life-long learning. Universities and educational establishments in general are not yet geared to this. Progress is being made, but needs to be accelerated. As in the field of research, the industry-education link needs to be reinforced and private investment increased. 




___________________

1112.5 % in the Netherlands, 16 % in Austria, 42 % in Latvia.

126.5 % for public expenditure and 9.9 % for private expenditure.
13The 3% objective, human resources and researchers’ mobility, science and society, networking and mutual opening of national and joint RTD programmes and infrastructures of European interest.
14Source: European Electronic Communications Regulation and Markets 2004, COM (2004) 759.

15IT Insight report, 2004.
4. Economic reform
	Lisbon Strategy Targets / Objectives

· Increase the percentage of Internal Market directives transposed into national law to 98.5% (target set at Stockholm)
· Increase the percentage of Internal Market directives, which are more than two years overdue, transposed into national law to 100% (target set at Barcelona)

· Ensure the opening of energy markets for business customers in 2004 and subsequently for domestic users (target set at Barcelona)

· Ensure cross-border energy transmission capacity equivalent to at least 10% of installed production capacity by 2005 (target set at Barcelona)

· Achieve a Single European Sky by 2004 (target set at Barcelona)

· Ensure full implementation of the Risk Capital Action Plan by 2003 and the Financial Services Action Plan by 2005 

In addition, the Lisbon Strategy calls for economic reforms to:

· Increase the supply of venture capital (including via European Investment Bank (EIB)/European Investment Fund (EIF) support

· Further opening of the market for postal services, railway and port services, and agreement on rules for public service contracts in transport

· Increase the openness of public procurement

· Complete the Internal Market for services

· Lower the costs of doing business and reduce red tape

· Introduce an improved impact assessment system for Community proposals

· Continue downward trend in state aid as a percentage of GDP and redirect aid towards horizontal objectives

· Promote a competitive business environment by eliminating tax obstacles to the functioning of the Internal Market
· Promote quality public services



	European Union product market integration appears to slow down as transposition targets are missed.

	In the Lisbon Strategy, economic reform aims to bring about well functioning, competitive and efficient markets and favourable framework conditions for growth, reducing transaction and transition costs for companies and people alike. These reforms have often been translated into requests for the adoption of specific legislative proposals by a given deadline. Together they largely determine the attractiveness of Europe to invest in, to do business in and ultimately to create prosperity. 

Access to markets

Many indicators point towards a slowdown in European Union product market integration, with price convergence across the European Union stagnating or even decreasing. Cross-border shopping by consumers can contribute to price convergence by exerting downward pressure on prices. However, too many obstacles remain for consumers to buy cross-border despite the introduction of the euro and the appearance of e-commerce. Despite some progress early in the Lisbon Strategy in transposing the Community’s Internal Market directives, most Member States have not managed to bring the implementation gap below the target of 1.5%. For a number of Member States (among others France, Germany, Italy and Greece), 2004 figures represent a three (or even a four) year low point. The number of infringement cases against Member States also remains at an unsatisfactorily level.
Important Lisbon-related proposals such as the Community patent and the Services Directive still await adoption by Council and Parliament.
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Box 4 : facilitating cross-border trade in services
Facilitating cross-border trade in services, which accounts for about 70% of the Union’s GDP would be a key contribution to growth and employment. The Union needs a vibrant, dynamic and innovative services sector if it is to meet the economic challenges it faces.
Services, many of them delivered by SMEs, are significantly more affected by regulatory barriers than are goods. The result is an under-developed market in cross-border trade in services. At the moment, only 5% of the activity in services is cross-border. Many companies are put off pursuing cross-border expansion of their business by the regulatory burden it can involve. 

By facilitating cross-border trade and boosting competition, the proposed Services Directive aims to increase choice, improve quality and bring down prices. It aims to increase innovation in a sector which creates most of the new jobs in Europe. It aims to reduce differences between regulatory regimes in Member States and to eliminate measures that tend to discriminate against service providers based in other European Union Member States.
A recent study undertaken by the Dutch Presidency concludes that the implementation of the Services Directive could increase commercial service trade by up to 30%. It also estimates that, as a result, intra-European Union foreign direct investment in services could rise by more than a third. 
	Fully vibrant risk capital markets have yet to emerge.
	Access to finance

While progress in financial market integration has accelerated markedly since the introduction of the euro and the political completion of the Financial Services Action Plan (FSAP), consistent implementation and enforcement of the new regulatory framework, completion of the remaining programme and ensuring the effectiveness of regulatory and supervisory structures remains a challenge. The Risk Capital Action Plan was completed in 2003 and the European risk capital industry is now much larger, more mature and professional than in 1998. The European Investment Fund’s equity investment capacity in risk capital for high tech SMEs in their start-up and early growth phases was increased to €4 billion. The European Investment Fund currently supports more than 1.500 high-tech undertakings through 185 risk capital funds. However, the gap with the United States remains large as Europe invested €10.7 billion into venture capital in 2003, as opposed to $18.4 billion in the United States.


Box 5 : the Financial Services Action Plan (FSAP)

The Financial Services Action Plan (FSAP) has been delivered politically in full and on time. Of the 42 FSAP measures, 93% have crossed the finishing line within the time limit. The call from the Brussels European Council of March 2004 for the remaining elements of the FSAP – the Investment Services and Transparency Directives – to be finalised, has been heeded. The extent to which the FSAP will contribute to the creation of a truly European market for financial services and to increased European competitiveness now depends on the consistent and timely implementation of the FSAP measures at Member State level, convergence of national supervisory practices and rigorous enforcement. Many of the key FSAP measures have only just entered into force; others still need to be transposed in the Member States. Furthermore, some of the more technical implementing measures of key securities directives have yet to be adopted.

However, the FSAP is already acting as a powerful vector for change. Financial markets are organising themselves on a cross-border basis – particularly as regards to trading risk management and other upstream business functions. The benefits of the integrated Single Capital Market should be enjoyed by all of the Member States, including the new Member States. 

Over the last 5 years, FSAP measures have been amended to keep pace with new developments in financial markets. For instance in the areas of company law and corporate governance, where the accounting scandals in the United States and Europe required a tailored response. Furthermore, it became clear that an integrated market could not be achieved by regulation only, and parallel work was to develop more streamlined regulatory and supervisory structures. These are areas related to the FSAP which still need to be finished.
Evidence on whether the FSAP is significantly improving cross-border commercial opportunities for financial institutions and investors is difficult to determine. The Commission’s first annual ‘Financial Integration Monitor (FIM)’ Report records increased integration of financial markets and of upstream value-chain functions. It also describes developments in terms of competition, market structure, efficiency and the intensity of cross-border risk transmission channels. However, it remains difficult to determine the extent to which ongoing changes in the European Union legislative framework – as opposed to other significant structural developments such as the introduction of the euro, cyclical factors or technology – have contributed to these outcomes.

	Market opening in the network industries has not always guaranteed effective competition.
The overall levels of state aid appear to have stabilised. 
Antitrust and merger rules have been modernised.
Public procurement markets have become more transparent.


	Access to inputs, energy, infrastructure and services
Market opening in the network industries continues to progress, leading in general to productivity gains and price reductions. However, this process does not necessarily guarantee effective competition. Even in liberalised markets, the market share of the incumbent often remains very high.
After falling during the period immediately following market opening, electricity prices have increased in the last two years. Some of the increases are justified by higher oil and gas prices and investments in infrastructure, however the impetus behind competition is waning in some regions. Although most Member States have missed the deadline to implement the main provisions of the new electricity and gas directives, it is expected that almost all will have carried out the appropriate legislation by the end of the year. There are, however, still numerous barriers to competition in both the electricity and gas sector. Without an improvement in conditions for cross-border exchanges, the existence of dominant incumbent companies in many countries will restrict the possibilities for competition. The progress towards the electricity interconnection target has been slow. The countries below the 10% target are the United Kingdom, Spain, Ireland, Portugal and Italy. Portugal potentially passes the 10% level when the ongoing transmission line projects to connect with the Spanish grid are finished.

The second Postal Directive (2002/39), establishing 2009 as the deadline for full accomplishment of the Internal Market, has been widely implemented by Member States, though unevenly, with only a few having introduced strong modernisation measures (e.g. United Kingdom and the Netherlands).

Concerning market opening in the rail sector, the first railway package has not yet been transposed by all Member States. Infringement procedures have been opened against eight Member States (Germany, Greece, Sweden, the United Kingdom, Ireland, Luxembourg, Belgium and the Netherlands). The second and third railway packages were respectively adopted and proposed in 2004. The recent Rail Liberalisation Index 200416 concluded that the degree of market opening is most advanced in the United Kingdom, Sweden and Germany, whereas it is least advanced in Estonia, Lithuania, Ireland, Luxembourg, Greece and Spain. The results reflected few changes compared to the first edition of the study in 2002. 
In 2004, an amendment was adopted to the Decision on Community guidelines for the development of the trans-European transport networks (TEN-T), including a list of 30 major transport axes and projects covering the territory of the enlarged EU25 as well as Bulgaria and Romania.

In 2003, the Council endorsed the Growth Initiative to kick-start investment in network infrastructures and knowledge, research and innovation. It includes a Quick-start programme (QSP) of 56 projects. A number of sections of the TEN-T priority axes have been included. A specific European Union guarantee instrument for certain post-construction risks in trans-European transport network projects has been developed in co-operation with the European Investment Bank. In parallel, the revision of the TEN Financial Regulation was adopted.

A set of regulations has been adopted in 2004 establishing the principles for reforming air traffic management and establishing the Single European Sky. These will become operational as from 2005 onwards. Ongoing negotiations with the United States seek to establish an open aviation area between the two territories.
Ensuring a level playing field
During the last five years important steps have been taken in European Union tax policy. The Council reached agreements both on the "Tax Package" and energy taxation in 2003. In the value added tax (VAT) area several proposals for modernisation and simplification of VAT rules have been adopted, including the legislation on e-commerce. The elimination of harmful tax competition has made substantial progress. A continuing decrease of the implicit tax rate on labour can be observed, generating work incentives. 

The overall level of state aid17 granted by the EU15 in 2002 was estimated at €49 billion or 0.56% of GDP and appears to have stabilised. Disparities between Member States still exist but are diminishing. Around 73% of total aid (less agriculture fisheries and transport) in 2002 was granted for horizontal objectives including R&D, SMEs, the environment and regional economic development. The remaining 27% was aid directed at specific sectors (mainly manufacturing, coal and financial services) including aid for rescue and restructuring. In several Member States (Belgium, Denmark, Greece, Italy, the Netherlands, Austria and Finland) virtually all the aid awarded in 2002 was earmarked for horizontal objectives, including cohesion. Notwithstanding Member States’ efforts to reduce and redirect aid, the cumulative effect of €49 billion of state aid still has a considerable distortive effect on competition in the Internal Market. In 2005-2006, a large number of state aid rules come up for renewal, including all state aid exemption regulations, the regional aid guidelines, the framework for research and development aid and the risk capital guidelines. This offers the opportunity for a review of the horizontal rules in light of the Lisbon objectives.
In 2004, a comprehensive antitrust and merger reform entered into force, with the 25 national antitrust agencies forming a European Competition Network (ECN) which will allow the best placed competition authority to deal with a case and to focus more on actual effects in the market. New rules applicable to technology transfer agreements entered into force in May 2004. They give companies more flexibility, and they bring about an important degree of convergence between the relevant European Union and United States’ policies. Industry has welcomed this move.
The percentage of public procurement advertised in the Official Journal has increased by almost 70% between 1999 and 2002. This increase was especially significant in Spain, France, Italy, the Netherlands, Sweden, Austria and the United Kingdom. Up to 78% of the firms being awarded a contract are SMEs, with the percentage ranging from 65% in the United Kingdom to 92% in Luxembourg. In a sample of products surveyed, the application of procurement rules appears to reduce prices by around 30% and preliminary figures for 2003 suggest that the rate of increase has continued or even accelerated. If hypothetical savings equivalent to 10% of public procurement spending would be achieved, all Member States would conveniently meet the Stability and Growth Pact.

	With considerable policy attention, business framework conditions have improved gradually, though many initiatives have to be taken further.
	Better regulation and efficient administration

Several Member States have succeeded in substantially reducing the time and cost of setting up a business. In a number of Member States, including Denmark, Austria and Sweden, online registration systems have become operational. Spain has made drastic progress making it possible to set up a small business online in just 48 hours compared to the 30 to 60 days needed in the past.
Several Member States are in the process of revising their bankruptcy laws to strike a balance between the interests of the creditors, the continuity of a viable enterprise and facilitating a second start.
The 6 Presidencies’ initiative is aimed in particular at reducing the administrative burden on business. However, the latter represents only a small part of the overall cost of the regulation affecting businesses. The share of firms considering the administrative burden as a major obstacle to business has dropped in almost all old Member States though in Belgium, Germany, France and the Netherlands the businesses’ perceptions of administrative burdens remained quite negative in 2003. A 2003 survey of 2000 companies calculated that annual tax compliance costs correspond to an estimated cost-sales ratio of 2.6% for SMEs compared to 0.02% for large companies. A parent company with subsidiaries in other Member States appears to have significantly (about 5 times) higher compliance costs than companies without subsidiaries.

In order to avoid unnecessary costs for business and to achieve maximum economic, social and environmental benefits, it is essential that regulation is well-designed, cost-efficient and proportionate. In this respect, the introduction of an integrated impact assessment tool that evaluates the economic, environmental and social effects of legislative proposals represents an important development. However, adoption of these tools by Member States is still uneven. 


Box 6: better regulation

Attention to better regulation and simplification has increased substantially. This is reflected in the Joint Initiative on Regulatory Reform of January 2004 by the 4 Council Presidencies (in December 2004 extended to 6), the conclusions of the Spring Council, and in the ongoing work of the Council. The Council committed itself to consider priority areas for simplification and to examine options for future priorities in September 2004, drawing on all policy areas and building on work already under way in Member States and at European Union level, through the Commission’s rolling programme for update and simplification.

Impact assessment is an important tool to promote better regulation and improve effectiveness and efficiency of new political initiatives. It consists of a systematic assessment of the problem at stake, the objectives pursued, the available policy options and their likely economic, social and environmental impacts. The definition, scope and application of impact assessments vary from Member State to Member State. Some countries use it ex-ante, others as an ex-post evaluation tool. The trend is towards an integrated approach that looks at all impacts in a single framework so as to allow for balanced decisions. Sweden and the United Kingdom have declared the target of applying regulatory impact assessment in all their proposed laws. Ireland has set the target of applying it for all primary legislation and Slovakia for all new legislation affecting the business environment. In May 2002, the European Commission decided to replace a range of partial assessment tools that looked at business or environmental impacts in a disjointed way with a new impact assessment tool based upon best practice amongst Member States. The new system was launched in February 2003 and that year 43 proposals were selected for extended impact assessment. Experience so far shows that impact assessment has had a positive effect and allowed for an improvement in policy development. For example, the REACH proposal was accompanied by a comprehensive impact assessment based on in-depth studies and stakeholder consultation allowing costs to be analysed in detail throughout the supply chain. The result of this process was that costs were cut by around ten billion euro between the posting of the draft proposal on the internet and the final proposal. A significant proportion of these cuts related to reductions in administrative burdens that helped make the new system less costly, less bureaucratic and more workable, while reinforcing the guarantees for health and environmental protection.
The consultation of stakeholders represents a second pillar of transparent, effective law-making procedures. It should leave sufficient time for relevant stakeholders to participate in the consultation and early enough that their positions may have some incidence in the legislative process. Transparency and stakeholder consultation can be improved, however, and the quality of assessments has been uneven. 
Belgium, Denmark and the Netherlands have all set the target of reducing administrative burdens on businesses by 25%, by 2010 in the case of Denmark, and by 2007 in the Netherlands. In spite of these efforts, little or no evidence of any concrete results in terms of reductions of actual burdens can be found as yet due to sparse data. Based on the information available, Sweden would already have reached its target in this field by July 2004 and the United Kingdom is very close, applying impact assessment to 96% of its legislation for the period so far. For the targets on reducing the overall administrative burdens for businesses, the information is still too sparse to assess whether they are being achieved.
	
	Conclusion

The Internal Market is not completed, market integration and price convergence have not yet been realised fully. Services, a major part of economic activity, are still excluded. Member States must focus on the Internal Market and in particular the proper implementation of its rules, as an ongoing process. Input prices have not decreased significantly and effective competition must be fostered. A thorough assessment of the impact of regulation on competition, both at European Union and national level, could help in this effort. As price reductions and market integration become visible also for the end-consumer, the reform programme could become more popular. More efforts are needed in order to increase consumer confidence in the Internal Market in order to make it fully competitive. Effective and well-inspired consumer protection policies will contribute to make European consumers become active players in the market place, exerting downward pressure on prices and purchasing new products and services.

Although the FSPA has been successfully completed politically, there is a clear need for consolidation, completion and implementation of the existing agenda in the area of financial services. Furthermore, there continues to be a lack of risk capital. It would seem a new impetus is needed in this field to mobilise the capital available in Europe for investment in innovative ventures.

A lot of political attention has gone into better regulation and making public administration more efficient. This effort must to be pursued more vigorously if Europe’s entrepreneurial potential is to be unleashed.




_______________________
16IBM Business Consulting Services, Rail Liberalisation Index 2004, Comparison of the market opening in the rail markets of the Member States of the European Union, Switzerland and Norway, May 2004.
17Excluding aid to the railway sector.
5. Social cohesion
	Lisbon Strategy Targets / Objectives

Targets for the Union include:

· Halving by 2010 the number of early school leavers who do not continue with further education

· Efforts to reduce by 2010 the numbers living at risk of poverty

In addition, other policies should contribute to:

· Strengthening equal opportunities for the disabled,

· Promoting gender equality, a good working environment and involvement of the social partners in managing change

· Promote corporate social responsibility

· Adapting pension and healthcare / long-term care systems to an ageing population with the objectives of ensuring adequacy, quality, accessibility and financial sustainability


	The labour market situation of young workers (aged 15-24) has deteriorated.
There has been a modest decrease in overall long-term un-employment.
The risk of poverty has remained unchanged.
The number of early school-leavers has decreased slightly.
The modernisation of pension and health systems has been high on the political agenda.

	The Lisbon Strategy included the twin objective of being able to sustain social policies and to bring about a meaningful improvement in social cohesion across the Union as a result. The approach to improving cohesion, is strongly focused on two processes which have been created using the open method of co-ordination (OMC): the Social Inclusion process which promotes an integrated and multi-dimensional approach to fighting poverty and social exclusion; and the Pension process which examines the policy mix necessary to ensure that pension provisions can be adequate and sustainable in the future. Other policy areas – most notably basic education and training, employment policy, life-long learning, equal opportunities and non-discrimination – are directly relevant. The key to promote social cohesion is to ensure access to a well paid job for everyone who is capable of working. 
Reducing unemployment

The labour market situation of young workers (aged 15-24) has deteriorated, with the youth employment rate falling to 39.7% and unemployment rising to 18.4% in 2003. The situation is particularly worrisome in the Member States having joined the Union in 2004. The employment rate of young people in these countries stands at just over 24% in 2003 and the unemployment rate is up from 19.4% in 1998 to 32.8% in 2003. Of particular concern is the situation in Poland (41.2%), the Slovak Republic (33.8%) and Lithuania (26.9%). There is a risk that for young people, long spells of unemployment may have a long-term negative impact on the individuals’ employability and career opportunities.
There has nevertheless been a modest decrease in overall long-term unemployment. Long-term unemployment is very closely associated with social distress, as people who have been jobless for a long time tend to lose the skills and self-esteem necessary to regain a foothold in the labour market unless appropriate and timely support is provided. The modest decrease in overall long-term unemployment can be attributed to a greater emphasis on active and preventive labour market policies, but between 2002 and 2003 there appears to have been a reversal of trends. While the EU15 Member States with the highest levels (Spain, Italy, and Greece) continue to record reductions in their long-term unemployment rate, other countries, notably Germany and France, have recorded an opposite trend. Some of the new Member States are in a more dramatic situation, with rates of around 11% in 2003 in Poland and the Slovak Republic and on a rising trend since 1998.
Reducing the risk of poverty

The risk of poverty in the EU15 has remained stable in many countries in recent years18, with only small changes both upward and downward in a few countries. As regards the new Member States, the relative poverty risk in 2002 was at a slightly lower level than in the EU15. However, it should be noted that people living below the at-risk-of-poverty line have much lower income than people in the EU15 countries as the overall income level is much lower. This is more likely to be linked with absolute poverty and material deprivation, especially in some groups such as ethnic minorities, the homeless and children living in or leaving institutions. 

Women would be significantly more at risk of poverty than men without the support of social protection. Social transfers reduce the gender gaps without, however, removing them. Older women are more at risk of poverty than older men, although the difference is less marked in some countries than in others. Some of the highest rates of poverty risk are found among single parents (mainly women) who have more difficulties to reconcile work and family responsibilities and are more often than others depending on minimum income schemes. 
Social transfers (including pensions) reduce the risk of poverty significantly. In the absence of social transfers, the average poverty risk for EU10 Member States would be considerably higher than it is in reality with an average rate of 44% instead of 15%. For the EU15, social transfers reduce the poverty risk from 39% to 15%.
Reducing the number of early school-leavers

Despite recognition of the importance of reducing the number of early school leavers, defined as the percentage of 18 to 24 year-olds with only lower secondary level education who are not in further education and training, action is often piecemeal. Most policies consist of special measures to support the most vulnerable students outside the mainstream education system. The proportion of early school leavers decreased slightly to 18% in 2003, which is still well above the 2010 target of 10%. In eight Member States rates have increased since 2002. Progress towards the European Union target depends critically on progress in Spain, Italy and Portugal, whose levels are significantly above the European Union average. Significant falls have occurred in the Member States with the highest rates, notably in Portugal and in Malta. Gender gaps for early school leavers persist: in all countries except the Czech Republic and Luxembourg women are more likely to have attained at least upper secondary education than young men.
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Modernising pension and healthcare systems

The process of reforming pension systems is well under way, even though long-term financial sustainability has not yet been secured in several Member States. A particular focus of reform has been to reduce early retirement and to prolong working lives. The reform process, which started in some countries already during the 1980s and 1990s, is now starting to show some results in term of increasing employment rates of older workers and a raise in the effective retirement age. Postponing the moment of retirement will become increasingly important for achieving an adequate pension level. The average retirement age will increasingly follow the trend in life expectancy for pension systems to remain financially sustainable and adequate.

The second most important branch of social protection is health care. Public health insurance and healthcare systems sustain a very significant sector of the economy. Healthcare systems are confronted with major financial difficulties which will aggravate as the number of elderly people rises. Member States have recently stepped up co-operation to ensure that access to high quality care for all remains financially sustainable. This will require in particular increasing the efficiency and productivity of healthcare systems. A major challenge will be to reduce the important differences between Member States in terms of life expectancy, incidence of major diseases and health capability. In particular, new Member States have lower health status and less well developed health systems. Life expectancy for men in the EU25 varies from 64.8 in Latvia to 78 years in Sweden. Modernising the health sector and health insurance, as well as improving working conditions and health and safety in the workplace, can make a substantial contribution to improving the health condition of the population and sustain labour supply. 
Economic and social cohesion: the role of regional policy
In delivering the growth and jobs agenda, the European Union has a sizeable financial leverage in the form of the Structural Funds and the Cohesion Fund. Many of the levers for growth, innovation and entrepreneurship, such as research, business, risk capital and skilled workers, are inherently regional and regions have distinct assets and growth opportunities. However, these need to be mobilised and connected. This process can be further reinforced, by setting up partnerships with the Member States and regions within a strategic framework directly targeting resources on actions that promote key aspects of the Lisbon agenda.



Box 7 : contribution of the Structural Funds to the Lisbon objectives

The objectives of the Lisbon Strategy and those of the Structural Funds are largely overlapping. Economic growth is a shared objective, which in the case of the regional programmes is translated in terms of promoting convergence between Member States and regions in levels of GDP per head. In terms of the content of the programmes, complementarities are important for nearly all the Lisbon themes, thanks in part to the allocation of European Structural Funds to projects in the field of employment, information technology infrastructures, research, human capital, enterprise development, social inclusion and sustainable development. Nearly €80 billion has been disbursed since 2000 to support the Lisbon Strategy’s main aims, with the European Regional Development Fund set to invest for the period 2000-2006 : 
· € 60 billion to prevent and combat unemployment, develop human resources and foster social integration in the labour market
· € 5.8 billion on social infrastructure and public health (including childcare facilities and hospitals) and a further € 1,2 billion on labour market (including social inclusion and workforce flexibility).
· € 9.6 billion on research, technological development and innovation.

· € 21.6 billion on the development of SMEs and € 3 billion for risk capital financing for SMEs.

· € 6.2 billion on infrastructure in the telecommunications and information society areas.

· € 1.5 billion on educational and vocational training infrastructure.
· € 29.3 billion on transport infrastructure (including road/rail and waterways infrastructure) and a further € 833 million on renewable sources of energy. Furthermore the Cohesion Fund has spent a rough amount of € 4.3 billion and is planning to spend a further € 5.5 billion on the trans-European networks for transport.

· € 10.4 billion on environment infrastructure. Furthermore the Cohesion Fund has spent a rough amount of € 2.8 billion and is planning to spend a further € 6.2 billion on specific environmental priorities.
· In the programmes for the new Member States, the fight against discrimination has been given a place. For example in Slovakia a cross-cutting theme for Roma was agreed for the Community Support Framework.

As part of the mid-term review of programmes in 2003-2004, an extra €8 billion from the performance reserve was allocated to successful programmes in close consultation with the Member States. The Member States and regions have used this opportunity to reinforce many areas consistent with the Lisbon Strategy (for example, completing broadband infrastructures). Furthermore, the programmes are contributing to implementing the Growth Initiative as it relates to high output networks, especially for schools and hospitals. In parallel, the new Member States are working to Commission guidelines for preparing and implementing actions under the programmes that focus on modernisation of networks, the environment, employment, research and innovation.

In general the interrelationship between regional programmes and the Lisbon Strategy19 is such that congruence with the Lisbon objectives is higher than 50%, though there are important differences between regions and territories. In an analysis of 11 regional and 4 national programmes20 the use of European regional programmes to achieve the Lisbon objectives is more in evidence for the relatively more prosperous regions (between 67% and 85%), and more limited for the least developed regions (between 18% and 33%). In the latter, the programmes tend to have an emphasis on basic infrastructure essential as the foundation for growth. In selecting projects for support under the programmes, the criteria used often refer to their potential contribution to social inclusion, gender equality, sustainability, human capital and access to information society infrastructures, which are part of the Lisbon Strategy. 

	
	Conclusion

Bringing down levels of early school leaving and youth unemployment should be a priority in all Member States, but particularly those with levels well in excess of the European Union benchmark for 2010.

Whereas labour market reform and the modernisation of pension and healthcare systems have captured the political agenda and initiatives are being taken, tangible evidence that social conditions have significantly improved as a result, remains illusive.

Focus should be on employment and employability as the best means to alleviate poverty and achieve social cohesion. Again, this requires education, basic skills, and active labour market policies to draw disadvantaged groups into work.

Convincingly addressing long-term pension challenges and making healthcare systems more efficient and sustainable will be key to restoring a sense of security to citizens and making necessary reforms to social systems acceptable.

European regional programmes provide an opportunity to mobilise a widely-drawn partnership contributing to good governance and greater ownership of the Lisbon objectives. The Member States and regions should continue to exploit the resources and opportunities that the programmes provide to target actions relating to the Lisbon agenda.



______________________

18ECHP 1994-2001 National data 2001-2003 for 6 Member States. 2003 data from EU-SILC for 6 Member States not yet available.

19Thematic evaluation of the contribution of the Structural Funds to the Lisbon Strategy, Danish Technological Institute (DTI), 2004.
20Countries covered: Ireland, Greece, Portugal, Spain, Italy, Germany, Sweden, the United Kingdom, Denmark, France, Finland.
6. Environment

	Lisbon Strategy Targets / Objectives

The specific priorities identified in Göteborg were translated in targets such as:

· Progress towards an indicative target for 2010 of 22% for electricity generated from renewable sources

· Decoupling GDP and transport growth, in particular by a shift from road to other modes of transport and give priority to investing in environmentally friendly infrastructure
· Tackling rising traffic volumes and congestion, noise and pollution

· Decoupling resource use and generation of waste from growth

· Respond to citizen’s concerns about safety and quality of food, use of chemicals, infectious diseases, antibiotic resistance, etc.
· Reduction in greenhouse gas emissions (i.e. Kyoto targets) with visible progress by 2005
· Halting the loss of biodiversity by 2010



	Europe has become less energy intensive.

Renewable energy targets will be missed if no extra measures are taken.
A significant decoupling of transport and GDP growth has not occurred.
Modal shift from road to more environmentally friendly transport is limited.

	The Göteborg European Council agreed on a sustainable development strategy (SDS) that set out the policy framework within which European Union action should operate in order to fulfil the long-term vision of sustainability, where economic growth, social cohesion and environmental protection should go hand in hand in a mutually supporting way. In this respect, the SDS underpins the whole of the Lisbon Strategy and adds to it an environmental strand. Most of the specific environmentally unsustainable trends identified in the SDS and translated to specific objectives are considered as core elements of the Lisbon Strategy ambition to increase productivity, e.g. by tackling traffic congestion, promoting sustainable resource use and in general, by “getting prices right”, avoiding future environmental costs from threatening the competitiveness of Europe as a whole. At the same time, investment in environmentally friendly technologies is a crucial instrument to promote eco-efficiency in the European economy and an important source of competitive advantage for Europe in global markets. 

Progress in energy efficiency and use of renewable sources
As the prospect of plentiful sources of cheap energy is illusive, energy efficiency becomes an important consideration for growth. During the period 1990-2002, energy consumption in the EU25 continued to grow but less than GDP. As a result, energy intensity decreased by about 15%. EU10 energy intensity is currently three times that of the EU15.

A report in 200421 on progress in renewable energy indicates that although there are some positive signs, the 12% overall target as well the target of a 22% renewable share in electricity production will be missed if no extra measures are taken, including the removal of administrative and grid barriers. As for specific results, Denmark is still the leader in wind electricity, covering 15% of its electricity consumption, while growth of wind power in Germany remains spectacular, representing more than one third of installed capacity world-wide. Spain is another success for wind power. More than 75.000 jobs have been created by the European wind power industry which has an 85% share of the world market. 
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Four Member States (Germany, Denmark, Spain and Finland) are on track to achieve the renewable electricity target by 2010. Member States like Belgium, the United Kingdom and Sweden have introduced ‘green certificate’ systems, whereby producers of green electricity compete with one-another for the sale of green certificates to certain consumers of electricity. Germany has also recently achieved a substantial growth in solar power, probably due to the use of feed-in tariffs. Countries like the Netherlands, Germany and Austria all have feed-in tariffs schemes in place. 
Efficient resource management

Likewise, efficient resource management fosters innovation and growth. Each person in the European Union uses on average 16 tonnes of materials each year, not including water. Considerable effort has been made to increase environmental standards for different production processes and waste disposal routes. Recycling rates have risen, partly due to the waste stream directives that have been adopted. In addition to progress on the management of waste, work has been ongoing on an Integrated Product Policy. Implementation of this policy on the European Union level commenced in 2003 and is at varying levels of progress in the Member States. A review and progress report by the Commission is scheduled for 2007. 
Progress in sustainable transport

Over the period 1999-2002, inland freight transport has grown at roughly the same pace as GDP. The same is true for passenger transport, although growth in this sector has been slightly lower than GDP. 
There has been only slow progress towards including external costs in transport charges, although advances have been noted in certain regions. An evaluation of the congestion charging scheme in London showed public support of the scheme had increased and congestion, traffic and air pollution had all decreased significantly. In 2004, Austria introduced a Heavy Goods Vehicles kilometre charging scheme on its motorways, while German plans to do the same came successfully into effect as of January 2005. Charge differentiation is mainly used on air pollution in the road sector and noise in the aviation sector. Germany, the United Kingdom and Sweden have the most differentiated instruments in place, while Ireland, Greece, Italy and Luxembourg lag behind. Very few measures have yet been taken to internalise costs of congestion and CO2 emissions, rail and road noise, and environmental impacts of shipping. No measures have yet been taken to internalise the climate change impact of aviation despite the expected strong growth in emissions from this sector.
Plenty of measures (e.g. freight rail market opening, trans-European network investments, the Marco Polo programme) have recently been taken to encourage the use of more environmentally friendly transport modes (modal shift), but they have had little time to have effect in the market. Concerning railways, a number of countries are still on track to keep the 1998 modal split for the EU15 or to keep the modal share for railways above 35% for the EU10. For short sea shipping and inland waterways, the result of the modal shift since 2000 is relatively negative.

Investing in new technologies
The Environmental Technologies Action Plan22 (ETAP) was endorsed at the European Spring Council on 25-26 March 2004 and has since then received positive reactions from a wide variety of stakeholders including business organisations, financial actors, the research community and non-governmental organisations. The first report on implementation presented in January 2005, concludes that implementation of the key priorities in the Action Plan is well underway, in particular in the areas of research and the establishment of networks of testing centres. Work on promoting green public procurement policies, as a demand-driven incentive for the development and diffusion of environmental technologies, is ongoing and includes activities targeted at national and local administrations and individual schools, universities, hospitals etc. In order to improve market conditions for the uptake of environmental technologies, a European Investment Bank facility supporting private investment related to the European Union Emission Trading Scheme has been established.



Box 8 : the Environmental Technologies Action Plan (ETAP)
The objective of ETAP is to harness the potential of environmental technologies for economic growth and environmental protection. This requires an effort to develop new, sustainable technologies with strong economic potential. ETAP supports this effort in four ways:

· ensuring a strong focus on environmental technologies within the European Union’s Framework Programme for R&D.

· by establishing technology platforms in which stakeholders of different background (industry, research, financial institutions, non-governmental organisations, etc.) agree on the medium- and long-term developments in promising technological fields and on a strategic research agenda. 

· by establishing a network of testing and validation centres in order to agree testing protocols and certify the performance of environmental technologies. An independent assessment will allow technology providers to gain credibility and facilitate market penetration for their products and services. 

· by promoting green public procurement and by removing barriers that hamper the uptake of environmental technologies (e.g. distorted price signals).

	Efforts have been made to respond to citizen’s concerns whilst taking into account industry competitiveness
	Avoiding future costs

The proposal for new chemicals legislation (REACH) was drafted to achieve the necessary improvement of health and environment protection while enhancing the competitiveness of the European Union chemicals industry. The process through which the proposal was drafted, in close and extensive consultation with stakeholders, illustrates how environmental policy integrates the Lisbon aims. As a direct consequence of the consultation, the proposal was revised to reduce costs, limit bureaucracy and further encourage innovation. The total costs of the proposal incurred by the chemicals industry including its downstream users have been estimated at €2.8 billion to €5.2 billion over eleven years, representing 0.1% of the turnover of the chemicals industry. As for potential benefits, for instance the avoided cancer deaths have been estimated at €50 billion over 30 years; other health benefits and benefits to the environment are not included in the figure. 

Recent legislation on additives, labelling, packaging and the forthcoming on nutrition claims play a key role in contributing to building consumer confidence and access to markets for producers. The food crises faced in the last few years have shown how costly the lack of proper food safety rules can be for companies and public authorities. Pesticides and other contaminants that may enter the food chain are being addressed by initiatives such as the Dioxin Strategy and new initiatives such as the Thematic Strategy on the sustainable use of Pesticides and the Mercury Strategy are on their way.
“Erika I” and “Erika II” legislation has entered into force, directly affecting the quality and safety of the ships sailing in European waters and the removal of unsound vessels from the seas. The European Agency for Maritime Safety, the European Aviation Safety Agency and the European Railway Agency have been set-up, the European Road Safety Action Programme was adopted.
While the European Union ratified the Kyoto Protocol, progress towards the reduction target in green house gas has been mixed. In 2002, EU15 emissions were 2.9% below their 1990 levels, while the target aims at an 8% cut by 2012. To achieve this on a linear path, emissions should have fallen by 4.8%. EU25 green house gas emissions in 2002 are estimated to have been 6.4% below their 1990 levels. However, projections for the EU25 expect emissions to be only 3.8% below 1990 levels by 2010. Eleven Member States, including Germany, the United Kingdom, France and Sweden and most of the new Member States are on track of achieving their respective Kyoto commitment. However, more worrying are the trends in Ireland, Portugal and Spain which exceed their target path by more than 20%. The European Union’s emissions trading scheme is operational since January 2005 and will contribute to reducing CO2 emissions in a cost-effective way. The scheme is attracting interest from other countries where similar schemes are being prepared or considered (Norway, Canada, Japan and parts of the United States). 
Despite significant measures taken, biodiversity loss continues and undermines vital processes such as nitrogen and carbon cycling. Recent reforms of the Common Agricultural and Fisheries Policies should help maintain biodiversity of agricultural ecosystems and aid recovery of fish stocks and marine ecosystems, thus improving the longer-term sustainability of Europe’s fisheries and agriculture. However, biodiversity benefits of the reforms will depend on how Member States implement available instruments.

Conclusion

The environmental dimension of the Lisbon Strategy is another area where progress is mixed and where there is a need to step up efforts to keep objectives within reach, to confront growing challenges and to avoid higher costs in the future. The basic legislative framework has, with some exceptions, been put in place and implementation efforts should now be strengthened. Focus should be placed on investments in new technologies that boost competitiveness and improve the environment, replacing old technologies with new ones that allow higher growth and reduce pressure on natural resources, using more ICT and boosting innovation to generate growth and employment. To this effect, the stimulating effect of public procurement can be enhanced, more use can be made of market based instruments, including taxation, and harmful subsidies should be more effectively reduced.

	
	


________________________

21 Commission report «The share of renewable energy in the European Union» in accordance with Article 3 of Directive 2001/44/EC ; evaluation of the effect of legislative instruments and other Community policies on the development of the contribution of Renewable Energy Sources (RES) in the European Union.
22 Commission Communication on ‘Stimulating technologies for Sustainable Development: an Environmental Technologies Action Plan for the European Union’ (COM(2004) 38 final, 28.1.2004).
7. The Lisbon method

	The number of sectoral policy goals has increased over the period.

The legal competence for action in the different policy areas varies.

The Lisbon strategy makes use of the whole range of Community instruments.

An “open method of co-ordination” (OMC) was developed.
	To support the implementation of the ambitious objectives of the Lisbon Strategy, a unique working method has been developed which combines a range of different policies and action at different levels with specific goals, targets and timetables. A critical analysis of this method is now needed in the perspective of the mid-term review of March 2005.

The Lisbon method

The Lisbon Strategy reflects a comprehensive approach which combines different policies at both European and national level to ensure a global and consistent implementation. 

Combining different policies

The main Lisbon objective reflects a mix of sectoral policies and political goals: completing the Internal Market, fostering competition, achieving full employment, raising quality and productivity in work, strengthening social and regional cohesion, launching structural reforms and modernising education and training, pension and healthcare systems, respecting the environment, and developing knowledge through education and training, research, innovation and the wide use of ICT, based on sound macro-economic policies. The number of sectoral policy goals has increased through the period, as successive presidencies have added new policies (e.g. the addition of the environmental pillar in 2001, health and health policies as a contributor to productivity, labour participation and economic growth, a new structural indicator on Healthy Life Years).
Combining different levels of responsibility

The legal competence for action in these different areas varies, with some being exclusively European, some national and others a shared competence. To ensure its effectiveness, the Lisbon Strategy plays on these three categories, and tries to optimise synergies between them. For example, measures completing the Internal Market for goods and services have to be adopted at European level, but depend on those measures being implemented by national and/or regional governments. On the other hand, reforms of pensions systems should be developed at national level. The same goes for the improvement of educational and healthcare systems although European support is envisaged and can provide important added value.
Mixing all these policies and competences in a single strategy was meant to improve consistency in the Community action, reinforce co-ordination between Union policies and national action, build synergies and rally the widest political support. Of course, the role and responsibility of Member States, European Institutions, stakeholders and social partners differ with the policy area and the competences concerned.

A clear road map

In addition to identifying policy objectives, the Lisbon Strategy fixed concrete targets and milestones for results at European and at national level. Most of the sectoral objectives and targets are time-related, which represent milestones through the entire period covered by Lisbon.

A wide range of instruments and tools

The Lisbon Strategy makes use of the whole range of Community instruments and has added new co-ordination tools between Member States. Community instruments include :

· EC legislation, proposed by the Commission and adopted by both the European Parliament and the Council. Regulations apply directly in all Member States without the need for additional national measures, while Directives need to be transposed by national Parliaments into law. More than 100 Directives and Regulations are more or less closely related to the Lisbon Strategy and have been adopted since 2000. 

· Programmes and funding, granted by the Community, especially when competences are shared with Member States. 

· Other instruments make use of legislative and non-legislative action, for example action plans which set out how legislation, policy guidance and funding will be brought together to achieve policy goals. 
The Broad Economic Policy Guidelines (BEPGs) and the Employment Guidelines (EGs) are the central Treaty-based instruments for the co-ordination of economic and employment policies in the Union. They are, therefore, the logical vehicle for moving forward on the Lisbon Strategy. Within the framework of these two instruments, the Commission makes a detailed assessment of the implementation of previously adopted guidelines. Following the guidance received from the Spring European Council, it prepares Recommendations, which are then discussed by the relevant Council formations which adopt specific conclusions.
The Lisbon European Council established a more generalised mechanism of co-ordination in areas where the competence largely lies with the Member States. Through the “open method of co-ordination” (OMC), Member States agree on common objectives, with specific timetables and goals, to be translated into actions at national and regional levels. The Commission monitors the development of these actions by producing synthesis reports based on Member States’ plans and by devising quantitative and qualitative indicators, benchmarks and peer pressure. Member States have to present regular reports to the Commission, usually on an annual basis. 


Box 9 : the open method of co-ordination (OMC)

The open method of co-ordination (OMC) was presented at the 2000 Lisbon European Council as a new method intended to facilitate the implementation of the ambitious strategic goal set at that occasion. Its main “raison d’être” is the fact that many of the Lisbon Strategy objectives fall into areas where the competence largely lies with Member States and hence the Community method cannot be applied. 

The open method of co-ordination has been established in the areas eEurope, R&D policies (covering five areas), innovation, enterprise policy (supported by the Best procedure projects), the European Charter for SMEs, social inclusion, pensions, future education objectives, supplemented by vocational training.

The application of the open method of co-ordination varies in all these sectors and is in general still developing, sometimes on different lines depending on the policy covered. New areas are considering the use of the OMC as a tool to develop their policy: e.g. recourse to this method for the implementation of the Environmental Technologies Action Plan (ETAP) is being examined.

The different degree and forms of development of the OMC across the different sectors makes any comparative analysis impossible. Moreover, in many cases, it is still too early to evaluate any impact on the ground from the application of the method. However, a number of positive and negative aspects can be identified: 

On the positive side:
· The OMC helps to identify a common understanding among Member States on a given policy area. This allows the identification of common issues and problems that then facilitates agreement between Member States on European Union guidelines and broad Union policy objectives and goals.

· In some cases the broad or strategic Union objectives have been translated into fairly detailed common operational objectives (education and training) or quantified specific national targets (Quantitative Targets project in the enterprise field, targets for R&D investment, quantitative targets for reduction of poverty and social exclusion), leading in many cases to national strategies and action plans.

· The OMC is effective in the exchange of best practices and can result in effective benchmarking exercises. It has helped in certain cases to bring to the political spotlight the need for urgent action and reform in Member States. In some areas, it has lead to the engagement of stakeholders (social partners, civil society and local and regional authorities) in devising and implementing policies.
· The OMC has allowed some streamlining and simplification of different processes at Union level and mainstreaming of certain policies across different policy areas, both at Union level and national level.
· The OMC is the way how Member States and the Community can co-ordinate their policies and efforts in areas where there is little or no Community competence and where the main field of action is indeed national.
On the negative side:
· The voluntary approach results in certain cases in a lack of Member States’ commitment in the process. Numerous examples include the reluctance of Member States to report on progress or to participate in peer-review exercises.

· There is not always sufficient control on how Member States translate the agreed European Union goals into concrete national measures, particularly on how co-ordination among different national levels (including regional and local) is carried out, how sub-national targets are set and how stakeholders are involved. The crucial need of involvement of different stakeholders is sometimes felt more acutely at Union level than at Member State level. Nonetheless, the social partners at European Union level have been stimulated to establish a joint working programme to contribute to implementing the Lisbon employment agenda.
· The non-obligatory nature of Union objectives and the voluntary nature of national targets weaken the capacity of the OMC to drive the necessary structural changes. In many cases Member States may develop national policies without any reference to the agreed Union guidelines or strategic goals. In addition, even initiatives spurred from OMC will often not be acknowledged as such, making it very difficult to measure the benefits of OMC in terms of policy learning and take up of best practices.
	The European Commission is responsible for monitoring progress towards Lisbon.

The number of structural indicators has increased to more than 100.

The Lisbon annual cycle starts and ends with the Spring European Council meeting. 
New priorities have been added to the original agenda.
The instruments may not be the best suited to achieve results.
There is lack of legitimacy and political support to the whole Lisbon Strategy.

	Monitoring and benchmarking

The Lisbon Strategy has defined a series of mechanisms and instruments to measure progress, to benchmark Member States’ performance and to give at regular intervals new political impetus to the overall process. The European Commission is responsible for the monitoring of the implementation of Lisbon (at both European and national level) on an annual basis. 

Benchmarking involves structural indicators and scoreboards. Structural indicators are a selection of statistical variables agreed between the Commission and the Council following a proposal by the Commission. Structural indicators can be linked to the Lisbon Strategy objectives in order to measure progress towards the agreed targets. They also benchmark the Member States with each other and with the United States and Japan wherever possible. Over the years, the negotiation process between the Commission and the Council has gradually led to an ever increasing number of structural indicators, up to more than 100 in 2003. Since 2003, a shorter list of 14 main indicators is adopted for a three year period, in order to focus political discussion on the more strategic objectives. This short list is accompanied by a longer list of structural indicators which is publicly available on the Eurostat structural indicators website23.
A scoreboard is used to monitor the rate of transposition of directives into national law. Another scoreboard monitors the state aid rate for all the Member States.

Annual review and reporting

The Lisbon European Council in 2000 decided to formalise its Spring meeting and dedicate that meeting to the monitoring of the Lisbon Strategy implementation. The organisation of an annual Spring Council devoted to structural reforms is meant to ensure consistency between all the ongoing sectoral processes and give greater visibility to the Union policy orientations. In 2003 the Council decided to retime the BEPG and EG processes to allow the Spring Council to give its input ahead of each set of guidelines. Just before the Spring European Council, the Presidency organises a Tripartite Social Summit in order to allow social partners and stakeholders to make their contribution to the decision-making process. On the basis of the Commission synthesis report and the sectoral conclusions prepared by the Council formations, Heads of State and Government define the priorities for the coming year. This marks the end of the Lisbon annual cycle. Both the Community and the Member States are committed to implement these new actions through national policies and report in due course on action taken and progress made, which launches a new annual cycle.

Critical analysis of the Lisbon method

After four years of implementation of the Lisbon Strategy, a worrying delivery gap has become evident, both at European and national level. This can be related to several issues with the Lisbon method. 

Issues with the objectives

Although the European Council as well as the Kok Report have consistently confirmed the validity of the Lisbon objectives and targets, the following issues have to be considered : 

· The Lisbon objectives and targets were defined in a period of strong and dynamic growth, bringing favourable perspectives for both employment and macro-economic stability.

· Most of the objectives and targets, including intermediate targets, will not be attained on time.

· The statistical effect of the inclusion of the new Member States.

· The targets are defined for the Union, although several Member States have already achieved them. Thus, the diversity of situations among the Member States is not taken into account.

· New priorities and targets have been added to the original agenda, which may have distracted attention and resources from the original Lisbon Strategy. 
· The Lisbon Strategy now includes economic, social and environmental elements in line with the overarching goal of sustainable growth. However, it is not clear whether the expected synergies between the three strands have been achieved. 

Issues with instruments

Compared to the co-ordination mechanisms between Member States, the use of regulations and directives (the so-called “Community method”) are more effective, as experience has shown, not least because legislation is enforceable. Nonetheless, Council and the European Parliament still have had great difficulties in adopting some key Lisbon measures; the transposition deficit for directives remains a serious problem and the high number of cases against Member States for incorrect transposition or delays in implementation hampers the attainment of the Lisbon goals.

The OMC represents an important development in the way Member States work together. However, the widespread use of OMC across around ten different sectors and a lack of a uniform approach to how OMC is used, have meant that it has been less effective overall and, in some cases, the instrument has simply become a routine exercise, collecting data but exerting little pressure on the Member States. 

The OMC is a soft instrument which relies on the prevailing political will of Member States. Since there is no obligation to achieve the targets against which progress in the OMC is measured, the level of concrete commitment remains low in most Member States, although the benefits of peer pressure, exchange of good practice and mutual learning may be under-estimated due to lack of acknowledgement by Member States. Moreover, the method is not fully “open” since stakeholders, social partners, national and European parliaments are not always fully involved. This deprives the whole process of key additional support from these other organisations. The current use of the OMC has resulted in Member States preparing around ten annual sectoral reports. This process has improved common understanding on certain policy areas and led to positive policy initiatives in some cases. It nevertheless generates a considerable administrative burden and highlights problems of inter-departmental co-ordination at national and sub-national level. 

Issues with ownership of the Lisbon Strategy

On the one hand, the Lisbon Strategy has managed to focus attention on the main economic, social and environmental challenges faced by the European Union, highlighting the need for structural reforms. Political momentum in favour of some structural reforms has been created. On the other hand, the Lisbon Strategy touches on sensitive areas of national competence and is perceived as driving sometimes unpopular reforms, such as in pension and healthcare systems, labour law, raising retirement ages, and competition in network industries or de-industrialisation. Moreover, except for the first Spring European Councils, the Lisbon agenda has never managed to capture the popular imagination – it is perceived as a business agenda, which business is nevertheless among the first to criticise. There is a lack of concrete delivery and clear political message. In this context, it is extremely difficult to explain to the citizen why these reforms are essential to preserve and improve their way of life.

In many policy areas, social partners and stakeholders have not been involved effectively in Lisbon-related processes, either at national level, where they have not taken part in the preparation and monitoring of national plans, or at European Union level, where they have not participated in the definition of objectives or indicators. 
Issues with benchmarking
The selection of structural indicators is perceived by Member States as a political issue, with some tempted to steer clear of indicators which might reveal their poor performance. The methodology is often strongly criticised whenever an overall ranking of Member States is presented, aggregating all the sectoral indicators. 

On the other hand, the Spring European Council has never succeeded in being an occasion for a profound and highly political debate on the economic, social and environmental challenges facing the Union. Heads of State and Government have difficulties in focussing solely on the Lisbon agenda at the Spring European Council. However, since growth, employment and competitiveness are still political issues, these points tend to appear on the agenda of every European Council, thus becoming routine items. 

Conclusions

An effort must be made to streamline the Lisbon method in terms of prioritising objectives, methods of co-ordination and reporting. 

The ultimate success of the Lisbon Strategy needs the active and efficient contribution by all actors concerned. This regards the Union’s institutions, national public authorities – at different layers of administration – and private society stakeholders (i.e. social partners and other representatives of civil society).

An effort should be made to focus on communicating the benefits of Lisbon reforms for citizens and businesses and the costs of not achieving Lisbon, to raise public awareness of what is at stake. The mid-term review could be the occasion to send a simple and strong political message around the need for reforms.


_______________

23 http ://europa.eu.int/comm/eurostat/structuralindicators
ANNEX I

Statistical annex to the Spring Report 2005
- Structural indicators -
Please note that the full database of structural indicators including data relating to the European Economic Area – European Free Trade Association States and comprehensive metadata is publicly available on the Eurostat structural indicators website:

http://europa.eu.int/comm/eurostat/structuralindicators
Explanation of abbreviations and graphs

EU 25:
European Union (25 countries)

EU 15:
European Union (15 countries)

Eurozone12
Euro-zone (EUR-11 plus Greece up to 31.12.2000/EUR-12 from 1.1.2001)

Source for United States and Japan: OECD

GENERAL ECONOMIC BACKGROUND

1.
GDP per capita in PPS

2.
Labour productivity per person employed

EMPLOYMENT

3.1.
Total employment rate

3.2.
Employment rate – females

3.3.
Employment rate – males

4.1.
Total employment rate of older workers

4.2.
Employment rate of older workers – females

4.3.
Employment rate of older workers – males

INNOVATION AND RESEARCH

5.
Gross domestic expenditure on R&D (GERD)

6.1.
Youth education attainment level - total

6.2.
Youth education attainment level - females

6.3.
Youth educational attainment level – males

ECONOMIC REFORM

7.
Comparative price levels

8.
Business investment

SOCIAL COHESION

9.1.
At-risk-of-poverty rate after social transfers – total

9.2.
At-risk-of-poverty rate after social transfers – females

9.3.
At-risk-of-poverty rate after social transfers – males

10.1.
Dispersion of regional employment rates – total

10.2.
Dispersion of regional employment rates – females

10.3.
Dispersion of regional employment rates – males

11.1.
Total long-term unemployment rate

11.2.
Long-term unemployment rate – females

11.3.
Long-term unemployment rate – males

ENVIRONMENT

12.
Total greenhouse gas emissions

13.
Energy intensity of the economy

14.
Transport – Volume of freight transport relative to GDP
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Indicator 1    GDP per capita in PPS

GDP per capita in Purchasing Power Standards (PPS), (EU-25=100)
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Indicator 2   Labour productivity per person employed

GDP in PPS per person employed relative to the EU-25 (EU-25=100)
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Indicator 3.1    Total employment rate 

Employed persons aged 15-64 as a share of the total population of the same age group
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Indicator 3.2    Employment rate – females

Employed women aged 15-64 as a share of the total female population of the same age group
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Indicator 3.3    Employment rate – males

Employed men aged 15-64 as a share of the total male population of the same age group
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Indicator 4.1    Total employment rate of older workers

Employed persons aged 55-64 as a share of the total population of the same age group
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Indicator 4.2    Employment rate of older workers – females

Employed women aged 55-64 as a share of the total female population of the same age group
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Indicator 4.3    Employment rate of older workers – males

Employed men aged 55-64 as a share of the total male population of the same age group
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Indicator 5    Gross domestic expenditure on R&D (GERD)

As a percentage of GDP
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Indicator 6.1 Youth education attainment level - total 

Percentage of the population aged 20 to 24 having completed at least upper secondary education
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Indicator 6.2  Youth education attainment level - females

Percentage of the female population aged 20 to 24 having completed at least upper secondary education
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Indicator 6.3   Youth education attainment level - males

Percentage of the male population aged 20 to 24 having completed at least upper secondary education
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Poland:  data for 1999 refer to quarter 1

Cyprus: students studying abroad are not covered
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Indicator 7   Comparative price levels

Comparative price levels of final consumption by private houeholds including indirect taxes (EU-25=100)
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Notes:

Following EU-enlargement, Eurostat is now in the position to express this indicator in relation to the EU-25 average. Therefore, please note, that data is not comparable with data of previous releases based on EU-15=100.    

US, Japan: provisional estimates for 2003
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Indicator 8   Business investment

Gross fixed capital formation by the private sector as a percentage of GDP
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SOCIAL COHESION

Indicator 9.1  At-risk-of-poverty rate after social transfers – total

The share of persons with an equivalised disposable income below the risk-of-poverty threshold, which is set at 

60% of the national median equivalised disposable income

Source: Eurostat

Notes:

ECHP data source has now expired. During transition to data collection under EU-SILC regulation, data is obtained from national sources and harmonised ex post with EU-SILC methodology to produce this 

indicator. Whilst every effort has been made to ensure consistency, due to differences in the underlying national sources the results cannot be considered to be fully comparable with one another.

Estonia: figure for  2003: 18; Cyprus: figure for 2003: 15; Croatia: figure for 2003: 18
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SOCIAL COHESION

Indicator 9.2   At-risk-of-poverty rate after social transfers – females

The share of women with an equivalised disposable income below the risk-of-poverty threshold, which is set at 

60% of the national median equivalised disposable income

Source: Eurostat

Notes:

ECHP data source has now expired. During transition to data collection under EU-SILC regulation, data is obtained from national sources and harmonised ex post with EU-SILC methodology to produce this 

indicator. Whilst every effort has been made to ensure consistency, due to differences in the underlying national sources the results cannot be considered to be fully comparable with one another.

Estonia: figure for  2003: 20; Cyprus: figure for 2003: 17; Croatia: figure for 2003: 19
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SOCIAL COHESION

Indicator 9.3   At-risk-of-poverty rate after social transfers – males

The share of men with an equivalised disposable income below the risk-of-poverty 

threshold, which is set at 60% of the national median equivalised disposable income

Source: Eurostat

Notes:

ECHP data source has now expired. During transition to data collection under EU-SILC regulation, data is obtained from national sources and harmonised ex post with EU-SILC methodology to produce this 

indicator. Whilst every effort has been made to ensure consistency, due to differences in the underlying national sources the results cannot be considered to be fully comparable with one another.

Estonia: figure for  2003: 17; Cyprus: figure for 2003: 14; Croatia: figure for 2003: 17
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Indicator 10.1   Dispersion of regional employment rates - total

Coefficient of variation of employment rates (of the age group 15-64) across regions (NUTS 2 level) within countries
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Notes:

Not relevant for Denmark, Ireland, Luxembourg, Cyprus, Estonia, Lithuania, Latvia, Malta, Slovenia

In November 2003, Eurostat adopted the NUTS-2003 classification reflecting administrative changes at NUTS 2 level in Germany, Finland, Italy, Portugal and Spain.

France, Romania: break in series in 2003
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Indicator 10.2   Dispersion of regional employment rates - females

Coefficient of variation of female employment rates (of the age group 15-64) across regions (NUTS 2 level) within countries
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Notes:

Not relevant for Denmark, Ireland, Luxembourg, Cyprus, Estonia, Lithuania, Latvia, Malta, Slovenia

In November 2003, Eurostat adopted the NUTS-2003 classification reflecting administrative changes at NUTS 2 level in Germany, Finland, Italy, Portugal and Spain.

France, Romania: break in series in 2003
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Indicator 10.3   Dispersion of regional employment rates - males

Coefficient of variation of male employment rates (of the age group 15-64) across regions (NUTS 2 level) within countries

0

5

10

15

20

25

30

35

US

JapanEU-25

Eurozone 12

EU-15

Belgium

Czech Republic

Germany

GreeceSpain France

Italy

Hungary Netherlands

Austria

Poland Portugal

Slovakia

Finland

Sweden

United Kingdom

Bulgaria Croatia

Romania

Turkey

1999 2003

Source: Eurostat

Notes:

Not relevant for Denmark, Ireland, Luxembourg, Cyprus, Estonia, Lithuania, Latvia, Malta, Slovenia

In November 2003, Eurostat adopted the NUTS-2003 classification reflecting administrative changes at NUTS 2 level in Germany, Finland, Italy, Portugal and Spain.

France, Romania: break in series in 2003
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Indicator 11.1   Total long-term unemployment rate 

Long-term unemployed (12 months and more) as a percentage of the total active population
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Indicator 11.2   Long-term unemployment rate - females 

Long-term unemployed women (12 months and more) as a percentage of the female active population 
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Indicator 11.3   Long-term unemployment rate - males 

Long-term unemployed men (12 months and more) as a percentage of the male active population
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Indicator 12  Total greenhouse gas emissions

Percentage change since base year and targets according to Kyoto Protocol/EU Council Decision for 2008-2012

(in CO2 equivalents). Indexed on base year=100
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Total GHG emissions comprise the Kyoto basket of 6 greenhouse gases; CO2, CH4, N2O, HFCs, PFCs and SF6. Data exclude emissions and removals due to land use change and forestry (LUCF).

EU25: Eurostat estimates

Cyprus: Preliminary data, not submitted under and not reviewed through the Decision 280/2004/EC or the UNFCCC.
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ENVIRONMENT

Indicator 13 - Energy intensity of the economy

Gross inland consumption of energy divided by GPD (at constant prices, 1995 = 100)

- kgoe (kilogram of oil equivalent) per EUR 1 000

1999 non-renewables 1999 renewables

Source: Eurostat

Notes:

EU25, Eurozone 12, EU15,  Germany:  provisional for  2002

 ANNEX
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Indicator 14    Transport - Volume of freight transport relative to GDP

Index of inland freight transport volume relative to GDP, measured in tonne-km / GDP (in constant 1995 Euro), 1995=100
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Italy, Netherlands, Portugal: estimate for 2003

Greece: unreliable estimate for 2003
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ANNEX II



Legislation and initiatives related to the Lisbon Strategy

 (2000/ 2004)









	Objectives
	Adopted
	Pending proposals and initiatives


	Establishing a European Area for Research and Innovation
	· Sixth Framework Programme for R&D (Adoption of 6FP; Rules of participation, Specific programmes)
· Action Plan “Investing in Research” (3% Action Plan)
· Mobility strategy for the European Research Area
· Commission communication on researchers in the European Research Area
· European strategy for nanotechnologies
· Commission communication “Industrial policies in an enlarged Europe”
· Biotechnology Action Plan
· “Marimon” report

· Orientations of future European policy to support research:

1. Transnational collaborative research

2. European technology initiatives

3. Basic research at European Level

4. Making Europe more attractive to the world’s best researchers

5. Developing research infrastructures of European interest

6. Improving the co-ordination of national research programmes

7. Horizontal themes (i.e links between science and society)

8. Security and space research.


	Proposals:

· ITER- negotiation directives with a view to concluding the international negotiations with the six partners or within the widest possible partnership among these partners.
· specific procedure for admitting third-country nationals for purposes of scientific research
· REACH- aim for an agreement end 2005
Initiatives: 

· Defence industries Communication and promotion of defence research
· Space policy Green Paper
· “Space Council”
· « Soyouz at Kourou », spatial European program 


	Creating a friendly environment for starting up and developing innovative businesses, especially SMEs
	· Merger rules (concentrations)

· Framework for state aid for employment
· Re-use of public sector information

· European company statute
· TENs (Energy)
· Modernisation of competition rules (article 81)
· Regulation on state aid for SMEs 
· Regulation on state aid for training
· Framework for state aid for environment
· Inter-Institutional Agreement on Better Regulation
· Better regulation- simplification of Community legislation (Joint Initiative on Regulatory Reform) 
· Monitoring trade precursors
· Creation of a European competition network (ECN)

	Proposals: 

· Van Miert Report (trans-European transport infrastructure)
· Industrial policy
· Action plan on corporate governance and audit function
Initiatives: 

· Communication on a new strategy for the Internal Market 2003-2006
· General interest services: Green Paper, reports on state of play in treatment of general interest services and state aid, including possible proposal for a block exemption, and on methodology for evaluating general interest services.
· « Reinforcing excellency : challenges for growth productivity in Europe »


	Economic reforms for a complete and fully operational Internal Market
	· Consumer protection : regulation on consumer protection co-operation (2004/2006)

· Postal Services Directive

· Electricity and gas market opening (4 proposals)

· Liberalisation of freight market (First Railway package)
· Single European Sky
· Galileo – negotiation phase 

· Transeuropean network guidelines for transport and energy

· Quick Start programme

· Regulation on airport landing slots


	Proposals:

· Community patent
· 3rd Railway package
· Consumer protection - unfair commercial practices- common position on a draft directive aiming at harmonising rules
· Directive establishing a general legal framework for services in the Internal Market. 
· Directive on market access to port services

· Open sky negotiations with United States and other countries (China, Russia, etc.)

	Information society
	· Regulatory framework on e-communication networks and services (5 Directives and 1 Decision)

· Local loop unbundling Regulation

· Electronic signatures Directives

· Public sector information Directive

· Regulation on a European Network and Security Agency

· Regulation on the implementation of the European Union top level domain

· Directive on the enforcement of intellectual property rights

· Directive on distance marketing on consumer financial services

· Directive on waste of electrical and electronic equipment

· Directive on VAT arrangements applicable to radio and TV broadcasting services and electronically supplied services and Regulation on administrative arrangements supporting e-commerce 
· Directive on e-invoicing with respect to VAT
· Electronic commerce Directive
· Electronic money Directives
· Regulation on the control of exports of dual use technology
· Brussels regulation
· Copyright in the information society Directive
· Decision on technology transfer block exemption
· eEurope 2002 and 2005 and eEurope+Action plans
· Communication and resolution on European information society beyond 2005
· Communications on national broadband strategies and mobile broadband services
· Communications on digital TV switchover and interoperability
· eGovernment and eHealth Communications/Action plans
· Communcation on unsolicited communications (spam)

· Communication on the World Summit on the Information Society

· eContent Programme

· Safer Internet Plus Programme

· eLearning Action Plan

· Information society technologies priority in 5th and 6th European Union R&D Framework programmes


	Proposals: 

· Communication on eEurope 2010 
· Communication on eAccessibility
· Communications on digital TV switchover (national plans) and interoperability (review)
· eContent plus programme
· Working Group and High-Level Group on Internet Governance 
· Directive on patentability of computer implemented inventions
· Framework decision on attacks against information systems


	Creation and development of innovative enterprises
	· Multi-Annual Programme for Enterprise (2001-2006)

· Commission Recommendation on the definition of SMEs

· “Industrial policies in an enlarged Europe”


	Proposals: 

· Communication on innovation policy
· Entrepreneurship package 2003-10-28 (Green Paper on entrepreneurship; Report on Small Business Charter (European Union and CC); report on SME envoy; report on activities in favour of SMEs
· « Reinforcing excellency : challenges for growth productivity in Europe »

· A common consolidated European Union corporate tax base

· Home state taxation (HST) for small and medium-sized enterprises

· Film heritage and competitiveness of related industrial activities- draft recommendation

	Financial markets
	· Financial Services Action Plan (8 Proposals)

· Risk Capital Action Plan

· Committee of European Securities Regulators & European Securities Committee 

· Winding up directive (for banks and credit institutions as well as insurance companies)

· UCITTs directive (2 measures)

· FSC report on financial integration (02.06.04)

· Cross-border payments regulation

· Royalties and interest

· FCS report on financial integration
· 10th progress report by the Commission on implementation of the EU's financial services action plan

· first annual report by the Commission on indicators of economic benefits of financial integration

· Regulatory Reform Initiative
· Quarterly non-financial accounts 

· The extension of the Lamfalussy Framework to all sectors- (Financial regulation, supervision and stability - 2002 Report)
	Proposals:

· International Accounting Standards

· Capital adequacy requirements

· Audit of company accounts

· Cross-border mergers of limited liability companies- general approach
Initiatives: 

· Joint statement by six past, current and future presidencies: advancing regulatory reform in Europe

	Taxation 
	· Tax package : Directive on interest income from savings taxation, “Interest & Royalties Directive, Code of Conduct on Business Taxation

· Directive on the taxation of energy products

· Amended “Parent & Subsidiary” Directive

· Political agreement on the amended “Merger” Directive

· Directive concerning VAT on e-commerce

· Directive simplifying VAT invoicing obligations

· Directive eliminating tax representative requirements in the field of VAT

· Directive concerning place of taxation of gas and electricity supplies for VAT purposes

· Transfer pricing forum : adoption of a “code of conduct” on the effective implementation of the European Union arbitration convention

· Decision on computerising the movement of excisable products
	Proposals: 

· VAT : Place of supply/B2B services 
· VAT- simplified obligations for businesses (One stop shop)
· Amendment to the interest and royalties directive
· Proposal for a directive to liberalise and simplify cross border selling and purchase rules for excise purposes

	Macro-economic policy co-ordination
	· BEPG and Implementation Report
· Lisbon economic reform strategy

· European Initiative for Growth 
· European Employment Strategy mid-term review and Social Policy Agenda mid-term review
· 
	· Clarification of implementation of the SGP

· Strengthening economic governance



	Education and training
	· Council Resolution on life-long learning of 27 June 2002

· Commission Communication “Investing efficiently in education and training: an imperative for Europe” of 10 January 2003

· Commission Communication on “The role of universities in the Europe of knowledge” of 5 February 2003

· Council Conclusions of 5 May 2003 on “Reference levels for European average performance on education and training (benchmarks)”

· Decision No 2317/2003/EC of the European Parliament and of the Council of 5 December 2003 establishing a programme for the enhancement of quality in higher education and the promotion of intercultural understanding through co-operation with third countries (Erasmus Mundus) (2004 to 2008)

· Decision No 2318/2003/EC of the European Parliament and of the Council of 5 December 2003 adopting a multiannual programme (2004 to 2006) for the effective integration of information and communication technologies (ICT) in education and training systems in Europe (eLearning Programme)

· Commission staff working paper of 21 January 2004 “Progress towards the common objectives in education and training. Indicators and benchmarks”

· “Education and Training 2010” Joint interim report of the Council and the Commission on the implementation of the detailed work programme adopted on 26 February 2004

· Council Resolution on strengthening policies, systems and practices in the field of guidance throughout life in Europe adopted on 26 May 2004

· Council Conclusions on quality assurance in vocational education and training adopted on 26 May 2004

· Council Conclusions on common European principles for the identification and validation of non-formal and informal learning adopted on 26 May 2004

· Education and citizenship: report on the broader role of education and its cultural aspects adopted by the Council on 26 November 2004

· European co-operation in vocational education and training (Copenhagen process): Adoption of a Council resolution on 12 November 2002 followed by the “Copenhagen declaration” of 30 November 2002, adoption of Council conclusions on the future priorities of enhanced European co-operation in vocational education and training on 26 November 2004 followed by the adoption of the “Maastricht communiqué” on 14 December 2004 

· Decision No 2241/2004/EC of the European Parliament and of the Council of 15 December 2004 on a single Community framework for the transparency of qualifications and competences (Europass)

· Evaluation of the YOUTH programme 2000-2006

· Voluntary activities of young people common objectives

· Common objectives for a greater understanding and knowledge of youth
· Draft resolution common objectives for a greater understanding and knowledge of youth


	Proposals: 
· Commission proposal for a decision of the European Parliament and of the Council to establish an integrated action programme in the field of life-long learning of 14 July 2004 

· "Youth in Action" programme for the period 2007-2013

· Commission proposal for a Recommendation of the Council and of the European Parliament on further European co-operation in quality assurance in higher education of 12 October 2004.

· Commission proposal for a Council decision establishing a Community action programme to promote active citizenship (to be adopted) 

· Commission Proposal for a Recommendation of the Council and the Parliament on a European framework for key competences in the knowledge-based society (to be adopted)

· Commission Communication and Proposal for a Recommendation of the European Parliament and of the Council on a European Qualifications Framework (to be adopted)

· Commission Proposal for a Recommendation of the European Parliament and of the Council on a European credit transfer system in vocational and educational training (to be adopted)

Initiatives: 

· Commission staff working paper “New indicators on education and training” of 29.11.2004

· Commission Communication on world-wide benchmarking of European education and training systems – making European education and training systems a world quality reference by 2010 (to be adopted)

· Commission staff working paper on progress towards the common objectives in education and training (to be adopted)

· Commission Communication on universities and the knowledge society (to be adopted)

· Second Joint interim report of the Council and the Commission on the implementation of “Education and Training 2010” work programme (to be adopted) 



	Employment policy
	· Patient mobility and healthcare developments in the European Union

· Employment Guidelines, Employment Recommendations and Implementation Reports

· Equal pay for men and women

· Involvement of employees (European company statute)

· Employee information and consultation

· General framework for equal treatment and employment

· European Agency for Safety and Health at Work

· ‘Black economy’
· Opinion of the Employment Committee (EMCO) on the annual commission report on migration and integration

· Social Policy Agenda in the context of the Lisbon Strategy

· Beijing Platform for Action- sexual harassment in the workplace

· re-establishing the Social Protection Committee (SPC)

· Employment Task Force report (Nov 2003)

· European Employment Strategy mid-term review 


	Proposals: 

· “Equality and non-discrimination in an enlarged Europe”
· draft Directive implementing equal treatment between women and men outside the workplace

· Equality between men and women – Employment and occupation- general approach on Directive

· Equality between men and women – Action programmes- general approach on decision

· Establishing a European Gender Institute.
· Impact of Internal Market and competition rules on the provision of social services of general interest.

· Increasing efficiency of the European Agency for Safety and Health at Work and the European Foundation for the Improvement of Living and Working Conditions

· Working conditions for temporary workers
· Working time: proposal for Directive

· Draft Directive on minimum health and safety requirements regarding the exposure of workers to the risks arising from physical agents, concerning optical radiation

· Future European Social Policy Agenda
· Proposal for a Directive on the recognition of professional qualifications

	Modernising social protection
	· High Level Group on health services and medical assistance

· "e-Health - making healthcare better for European citizens: An action plan for a European e-Health Area"

· "Follow-up to the high-level reflection process on patient mobility and healthcare developments in the European Union"

· "Modernising social protection for the development of high-quality, accessible and sustainable healthcare and long-term care: support for the national strategies using the "open method of co-ordination"

· European health insurance card

· Pensions Fund Directive on occupational retirement provision


	Proposals: 

· Social security- common position on draft Resolution
· European health strategy

· Sustainable healthcare

Initiatives: 

· Healthcare reforms
· Report on gender mainstreaming in the education and training area

· Indicators on sexual harassment in the workplace

	Social integration/inclusion
	· Equal treatment (ethnic, racial origin)
· Equal treatment (general framework)
· Equal Opportunities Action Programme
· Antidiscrimination Action Programme
· Multiannual programme building the area of freedom, security and justice
	Proposals: 

· Social Policy Agenda scoreboard

· mid-term review of the Social Policy Agenda

· Reinforcing liberty: Legal migration policy


	 Environment
	· Adoption Intelligent Energy for Europe Programme

· Environmental Action Programme and specific strategies
· Erika II (single hull tankers)

· Energy efficiency performance of buildings
· Energy efficiency labelling of products
· Emissions trading
· Response to Prestige disaster
· European Fund for Water

· Directive on electricity from renewable energy sources including the 21% objective

· Directive on the promotion of the use of biofuels or other renewable fuels for transport

· Integrated Product Policy

· Clean, clever, competitive: Eco-efficient innovations within the Lisbon process

· Commission Communication “The share of renewable energy”
· Biomass energy action plan 
· Climate change: medium and long-term strategies and objectives

· European Union strategy for more energy-efficient cars after 2008/2009 in terms of objectives and instruments

· Oil pollution: civil liability and compensation for victims

· Commission Communication on “Information and Communications technologies for safe and intelligent vehicles” COM (2003) 542.

· Road Safety action programme

· High Level Conference "Energy in motion: European Union journey towards a clean and climate neutral road transport system" organised by the Dutch Presidency

· High Level Conference “The hydrogen economy – a bridge to sustainable energy”

· Integration of environmental aspects into European standardisation

· The environmental liability Directive

· The Water Framework Directive
	· J’Berg World Summit on Sustainable Development and sector follow-up
· Clean, clever, competitivity: the opportunities of eco-efficient innovations within the Lisbon process
· Towards a thematic strategy on the urban environment
· Management of waste from the extractive industries
· Biomass energy action plan
· Eco design requirements for energy-using products
· River Information Services
· Eurovignette:charges to better reflect costs of use of infrastructure, avoiding internal market distortions allocating toll income to transport industry
· Tighter emission standards for light-duty (“EURO V”) and heavy-duty (“EURO VI”) vehicles 
· Directive on energy end‑use efficiency and energy services- policy debate
· Draft directive on eco design requirements for energy-using products- common position adopted
· Common position on a draft Regulation laying down conditions for third party access to the gas transmission network in the EU

· Communication on the financing of renewable energy sources

· Maritime transport: international safety management code- political agreement

· Seafarers Certificates- general approach

· Draft Directive laying down technical requirements for inland waterway vessels.

· Second Commission Communication on “Information and communications technologies for safe and intelligent vehicles” foreseen for 2005

Initiatives: 

· Tenth session of the Conference of the Parties to the United Nations Framework Convention on Climate Change

	Enlargement/ Involving enlargement countries in the Lisbon Strategy

	· Stability and Growth Pact: convergence programmes for the ten new Member States 

· Convergence Report 2004 (7.12.04) - for the first time assessment of the ten new Member States' progress towards adoption of the euro.

· 2004 update of the BEPGs: challenges and recommendations identified for each individual Member States
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�The mid-term review under way may significantly reorient and focus the Lisbon process and hence alter the reporting approach for the remainder of the period to 2010.


�The database of structural indicators is publicly available on the Eurostat structural indicators website: http://europa.eu.int/comm./eurostat/structuralindicators.
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