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Progress towards the policy objectives established by the Lisbon strategy: An overview

This Working Paper has been prepared in support of the European Commission’s report to the Spring European in Barcelona. In Section I, it presents a detailed analysis of the progress made in pursuing the objectives established for the European Union within the Lisbon strategy. In Section II, it provides a number of concrete illustrations of policy developments in pursuing the Lisbon Strategy. It is supported by two annexes. 

Annex 1 provides an overview of the new policy and other actions developed at the European level in response to the strategy. It also indicates where proposals are currently pending before Council and the European Parliament and, in the case of adopted measures, the date in which they enter into force. This annex specifically signals policies which form part of the Social Policy Agenda for which the Commission will shortly present a separate Scoreboard in response to the mandate from the Stockholm European Council for regular reporting on the progress in implementing that Agenda.

Annex 2 contains the full set of the agreed structural indicators which have helped to provide a basis for this assessment. These indicators are available, together with the relevant data and definitions on the Eurostat web site, where they are periodically updated. Given the date of publication of this report much of the data available reflects forecasts and estimates for 2001.


I
General developments since the Lisbon European Council 


1
Macroeconomic situation

(See structural indicators / General economic background)
The world economy is experiencing a major slowdown in economic activity. The oil price hike, the bursting of the dotcom bubble and the collapse in world trade have been important factors behind the slowdown. The speed with which the impact of these unprecedented series of shocks has been felt on economic activity around the world has been remarkable. 

Beyond the direct impact on trade, the globalisation of financial markets and the increasing internationalisation of many businesses seems to have played an important role. Despite its sound fundamentals, the European Union has therefore not been able to escape the slowdown.

The tragic events of 11 September and the subsequent political developments have further reinforced the uncertainty that was already being felt by markets, business and consumers. It is likely to further depress economic activity in the near term and to have delayed the eventual recovery in economic activity.

Nevertheless, there are grounds for cautious optimism that economic activity will stage a recovery in 2002. The EU economy is free of major imbalances and enjoys sound economic fundamentals, largely due to the efforts made in the context of Economic and Monetary Union and the arrival of the euro. 

Moreover, prospects of declining inflation have recently led to further interest rate cuts and an easing of monetary policy that will work its way through the economy in the coming quarters.

Indeed, a moderate pick-up is foreseen for the first half of next year based on a return in confidence, the resilience of private consumption (supported by further falls in inflation) and a rebuilding by business of inventories in order to meet future demand. However, the momentum behind such growth would only develop in the second half of the year as export markets recover with the result that the growth in 2002 is likely to be lower over the year as a whole than in 2001. The short term challenge is to address the cyclical increase in unemployment and, in particular, to address any further increase in long-term unemployment and to maintain the employability of the labour force.

   2
Employment
(See structural indicators / employment)
A good performance in 2000

In line with the robust rate of economic growth, employment performance improved markedly in 2000, when around 3 million jobs were created in the European Union. This was most apparent in high technology and knowledge-intensive industries. 

As a result, the overall employment rate (see graph) rose by one percentage point to 63.2% in 2000. Progress was particularly pronounced in Spain, Ireland and the Netherlands, where the employment rate increased by around two percentage points, but the employment rate still varies greatly across Member States. 

The achievement of the employment objectives of Lisbon strategy will ultimately depend on sustained employment creation throughout this decade. There remains ample room for progress. In particular, the four big euro-zone Member States must bear a large share of the burden in improving their labour market performance, if the employment targets are to be met. The short-term priority will be to address the cyclical increase in unemployment linked to the current downturn.

The employment rate for women varies considerably across the Union and remains very low for older workers 

Employment rates rose for both men and women in most Member States in 2000 and in 2001. Seven Member States currently achieve or are close to the 70% target for EU average rate set at Lisbon. 

The employment rate continues to be lower for women at 54% in 2000 and an estimated 54.7% in 2001
[1] against a target of 57% by 2005 and 60% by 2010, even if women have benefited most from the impressive rate of job creation in 2000. But, while the range in the employment rate for men across the Union varied in 2000 by some 15 points, the variation for women was more than 30 points. Italy, Greece and Spain all show female employment rates at or around 40% or slightly more. 

The situation for older workers is even more problematic. Only Sweden, Denmark, Portugal and the United Kingdom currently meet the Lisbon target of 50% for the employment rate of persons aged 55-64. The EU average employment rate increased only slightly in 2001 to 38.3%
[2] from 37.8% in 2000. This is eleven points off the Lisbon target. Demographic trends mean that this segment of the population is increasing which may make the necessary adjustments more difficult. It requires a particular effort from the four Member States where the rate in 2000 was between 26 and 30%. Incentives for remaining longer in working life need to be strengthened and caution must be exercised, particularly in the current economic climate, over the introduction of measures encouraging early retirement which may simply add to this problem. 

Unemployment continued to decline in 2000 and the early part of 2001

Unemployment fell in almost all Member States in 2000 and then stabilised for most of 2001 before starting to rise in some Member States in response to the current slowdown. The unemployment rate in the Union overall declined by almost half a percentage point to 7.7%
[3] and to 8.4% for the euro area. The fall was particularly pronounced
[4] in the case of Finland, France, Ireland, Spain and Sweden with reductions of between 0.7 and one percentage point.

Improvements were also seen in those Member States that have already achieved unemployment rates around or below 4% – a performance which is amongst the best in the world, with the exception of Portugal
[5] whose rate rose by 0.2 percentage points to 4.3%. The increased employment in some of these Member States without an excessive acceleration of wage growth, as well as declining long-term unemployment in almost all Member States, suggests that the functioning of the European labour markets has improved. Young people made up 15.7% of the unemployed across the European Union in 2001, marginally up from 2000. 

However, these positive trends look set to be interrupted in the short-term. Forecasts suggest that the cyclical slowdown may lead to a rise of near to 600.000 people in the number of jobless in the Union during 2002 before rates return below last year’s levels in 2003. The reliability of those forecasts will be influenced by a number of factors including the sign of confidence that may emerge from the Spring European Council in Barcelona.

The female unemployment rate remains relatively high

Unemployment declined for both men and women in most Member States in 2000, but the unemployment rate for women remains higher in almost all Member States. The difference is particularly marked in Greece and Spain, where the female unemployment rate was more than twice as high as its male counterpart. 

On average in the Union, the unemployment rate for women declined in 2000 to 9.7% and to 7.0% for men. This difference narrowed during 2001 with female unemployment falling to 9.0%, while male unemployment declined more slowly to stand at 6.7%
[6]. Important regional disparities in employment and unemployment continue to be present, reflecting differences in regional economic and demographic development, human resource endowment and low mobility. 

Improved incentives to work and reforms of the tax and benefit systems are needed

In recent years, almost all Member States have reduced taxes, in particular, at the low end, which should encourage companies to hire more people, particularly, in low skill occupations. In spite of this, the tax rate on low wage earners (38% for the European Union on average) remains well above the United States (29%) and in some Member States it exceeds 45%. Further attention should be paid to possible disincentives resulting from current tax and benefit systems if progress is to be accelerated. Progress on the supply side of the labour market has so far been relatively modest. At the same time, a number of Member States have stepped up the fight against the black economy.

A first look at quality in work

The European Council in Lisbon not only emphasised the need for more jobs, it also called for better jobs. 

Recognising the multifaceted concept of “quality in work”, three of the overall set of structural indicators currently available address this issue. However, they provide a somewhat partial and outdated picture. This makes it difficult to draw any firm conclusions about recent trends in this area or to capture the work which is now underway flowing from the launch of the Social Policy Agenda. This includes, for example, the debates initiated by the European Commission last Spring on quality of work and on corporate social responsibility, and the work underway to develop further quality of work indicators. 

Nevertheless, the 1998 data on accidents at work indicate that at that time there was a marked difference across Member States, reflecting partly the differences in the structure of the economy in Member States. Some sectors tend to involve higher risks than others. Estimates suggest that 500 million working days were lost because of accidents at work and occupational diseases in that year.

The 1997 data on the gender pay gap indicate a slight improvement for most Member States, raising to 86% the average wage level of women compared to that of men
[7] .


3
Education, training, research and innovation

(See structural indicators / innovation and research)
The transition to the knowledge-based economy must be speeded up

Research, innovation and education are at the heart of the knowledge-based economy. Europe’s ability to produce, diffuse and use knowledge effectively relies heavily on its capacity to carry out quality research, to produce highly educated people and for its firms to be engaged in a continuing process of innovation. The promotion of European competitiveness in the knowledge-driven economy through research, innovation and investment in human resources is a cornerstone of European research policies.

Europe is making progress in its goal to move towards the knowledge-based economy. The US and Japan lead the EU in terms of both performance and investment in the knowledge-based economy. The EU, however, is particularly strong in fundamental and academic research. Moreover, some European countries (Sweden, Finland, Germany, Denmark) are performing among the best in the world.

Spending on education needs to be strengthened 

Having a highly qualified and adaptable population is crucial in successfully making the transition to the knowledge-based economy, if as the Lisbon conclusions require: “every citizen must be equipped with the skills needed to live and work in this new information society” and “a higher priority must be given to lifelong learning as a basic component of the European social model.” 

Lifelong learning is still not a reality for most citizens. But more than 150 million people have not attained even a basic level of secondary education, less than one in ten of the working population are involved in lifelong learning and almost 18% of early school leavers do not acquire additional qualifications . 

Average public spending on education in the European Union as a percentage of GDP remained unchanged at 5% between 1995 and 2000, even if that still resulted in an increase in the absolute amounts spent as EU economies have grown. Countries such as Denmark and Sweden, Austria, Finland and OECD countries such as the United States, Canada and New Zealand all invested more. 

This is despite the fact that lifelong learning and investment in human capital brings many advantages. In addition to fostering active citizenship, economic and social cohesion and personal fulfilment, the continuous participation of adults in education and training creates a more adaptable labour force. Adaptability is an important element for the introduction of a more flexible organisation of work and the use of innovative technologies. Indeed, the participation rate for lifelong learning has remained static since Lisbon.

The structural indicators do not cover third level education (university and non-university third level training), where only Finland (32% of the population) approaches the level reached in Japan (close to 40%) or the United States (35%). This is an important indicator of the depth of a country’s knowledge base. 

High education spending is also reflected in countries’ output of highly qualified researchers, as illustrated by Finland and Sweden, which produced by far the largest number of new science and technology doctorates per head of the population in the year 2000. Larger Member States with a strong reputation in science and technology (Germany, France, the United Kingdom) followed at some distance. 

Research, technological and scientific performance

Governments and business in the European Union still invest less of its GDP in research than the US and Japan: 1.9% for European Union compared to 3% for Japan and 2.6% for the US in 1999. This investment gap is essentially due to lower investment by business. Moreover, the average annual growth of business research spending was still lower in the European Union than in the US although it is slightly higher than in Japan during the second half of the nineties.

In terms of research carried out in the public sector, the picture is rather different. In higher education research, Europe spends a similar proportion of its GDP as its two partners (around 0.4%), while government research is higher in the EU and Japan than in the US.

Other measures of progress such as patent applications or the presence of European researchers in scientific publications give some cause for optimism. The annual growth rates of patent applications (both at EPO and USPTO) were between 1995 and 1999 at least as high as in the US, and considerably above those in Japan. A further positive development is that the European Union researchers have had a higher share of the total number of scientific publications since the second half of the nineties than their United States counterparts and the number of publications has been growing faster in the European Union.

Information and Communication Technologies (ICTs) take-up is growing but is not yet reflected in substantial productivity gains or a radical reshaping of the way business is being done.

Strong competitive pressures and the ready availability of venture capital have been used to explain the early successes of the United States economy in the information society. 

While industry in the European Union has made significant inroads in telecommunications - thanks in part to European-wide agreements on standards such as those for mobile communications, the ICT manufacturing sector in Europe remains smaller than that in the United States. 

The use of information and communication-based technologies has continued to increase, both in the United States and in the European Union. The share of EU households that have internet access at home, for example, has continued to rise at a rate of about 1 percentage point per month. Governments are increasingly providing services on line. At the same time, while the level of schools connected to the Internet is above 80% in all Member States except Greece (45%), Portugal (62%) and Austria (72%), the real challenge is now to increase the quality of the equipment and services available and to improve the ratio of pupils per Internet PC. In spite of steady progress, businesses, government and citizens have not yet embraced new technologies, the Internet and electronic commerce as readily as in the United States. The Union is suffering a competitive disadvantage as a result and has not benefitted from productivity gains to the same extent as business in the United States. 


4
Economic reform

(See structural indicators / economic reform)
The internal market is increasingly integrated, but rapid progress in key outstanding areas is needed.

Over the last decade, EU markets for goods have become increasingly integrated, although progress has been very limited in some sectors such as construction products as the internal market has been completed. It is arguable the more limited progress on creating an internal market for services is a contributory factor to the European Union’s lower levels of employment in services compared to the United States. By way of contrast employment levels in manufacturing in the EU and US are roughly the same. Progress in the further opening of public procurement markets to competition, the integration of services and financial services in particular can make a crucial contribution to creating new jobs, improving the Union’s growth potential and helping to deliver sustainable economic development within the Union. 

For example, the public procurement market alone represented €1 345 billion in 2000 or almost 16% of GDP in the European Union, but only around €205 billion was actually published in the Official Journal. This suggests large parts of that market are not yet open to competition from business across the European Union. 

The financial sector represents 6% of EU GDP and 2.45% of employment. EU insurers alone hold investments equivalent to 50% of EU GDP, but progress to achieve the targets established at Lisbon regarding capital market integration needs to be speeded up to meet the Lisbon strategy deadlines and to keep up with market developments. Unless measures are adopted and implemented soon, the expected benefits from financial market integration risk being delayed long beyond the current deadlines with consequential impact on jobs and growth. This regulatory logjam takes place against the backdrop of a trend towards consolidation among European stock markets which may have been given new impetus by the introduction of the euro. 

Moreover, the amount of new capital raised on stock markets in the European Union increased markedly between 1997 and 2000 to a level higher than in the United States as a percentage of GDP. Part of this increase is likely to be influenced by the economic cycle and privatisation processes in some Member States, but it still represents an increased willingness to use the stock market as a source of finance. Nevertheless, total stock market capitalisation relative to GDP in the European Union (around 120%) remains only two thirds of the level in the United States. 

Price convergence appears to be slowing down

The greater degree of competition provided by the internal market in the 1990s resulted in a gradual convergence in price levels between Member States. However, there are reasons for concern because the speed of convergence appears to be slowing down.
Utilities and network industries providing services of general interest 

In utilities and network industries providing services of general interest, it is not yet possible to assess the long term impact of liberalisation in markets such as telecoms and energy, where the process of opening to competition is still underway or has only recently been completed. However, evidence suggests that it has brought about price reductions (see below) while continuing to guarantee the provision of an affordable universal service. There is a clear need for further integration of these service markets. This is an integral part of the process of the progressive opening to competition, while ensuring necessary safeguards. Such services play an important role in economic and social cohesion within the European Union.

Price reductions in telecommunications and electricity

The liberalisation of the telecommunications and electricity sectors has started to pay off in terms of price reductions for the consumer. The European Central Bank estimates that between 1999 and 2000 the combined price decreases in the telecommunications and electricity sectors directly reduced overall inflation in the euro area by 0.1 per cent. However, prices have fallen less for local phone calls than for international and national calls. Electricity prices also fell in most EU Member States for both industry and household users between 1997 and 2001. 

Nevertheless, the market share of the incumbent firm (the main firm operating on the market prior to liberalisation) in network industries may be used to put these price developments into context. In fixed telecommunications the fact that the incumbent is likely to continue to enjoy a high market share may have a negative impact on the potential for future price reductions in most Member States. However, the development of mobile telecommunications has increased the level of competition in the overall telecommunications market. 

As is the case in telecommunications, the prospect for future price reductions in electricity markets are likely to be affected in the future by the continued high market shares of some of the incumbents in these sectors. 

Progress is being made on reducing State aid but further action is still required.

At the Stockholm European Council Member States agreed that they “should demonstrate a downward trend in State aid in relation to GDP by 2003, taking into account the need to redirect aid toward horizontal objectives of common interest, including cohesion objectives”. Even though Member States have made some progress in this respect, as recognised by the Industry Council of 5 December 2001, and the pressure on public budgets has been relieved accordingly, Member States need to continue to stand firm by their commitments.
In this context the level of overall State aid in the European Union expressed as a percentage of GDP has been coming down continuously since 1993. Between 1997 and 1999 it has been reduced by over 30%. However, with the latest data of 1999 indicating an aid level of 1% of GDP, there may still be room for further decreases in the future. Moreover, significant disparities remain between Member States in the volume of aid that they grant and in the coverage across the economy. 

The available data does not yet allow an assessment of trends since the launch of the Lisbon Strategy to see the additional impact this may have had, particularly in stimulating a shift away from more distortive types of aid such as sectoral and rescue and restructuring aid to aid granted for horizontal objectives (such as training, cohesion and SMEs). Given the current economic conditions and the impact of the 11 September on particular sectors of the economy, it will be important to watch the evolution of State aid even more carefully to ensure that it does not lead to a distortion of competition. 


5
Social cohesion

(See structural indicators / social cohesion)
Modernising the social model is key to the success of the Lisbon strategy.

The development of the knowledge-based society has the potential to increase economic and social cohesion by opening opportunities within society for a larger number of people. However, this potential will only be realised if existing problems of poverty, exclusion, unemployment and low educational attainment are tackled. These challenges are still too common across the Union. 

The risk of falling into poverty still represents a significant challenge in the European Union

Unfortunately, the most recent data for the poverty and income indicators are for 1998 – although this statistical weakness has been recognised and is being tackled within the context of on-going co-operation in this area. In that year around 18% of the population in the European Union or more than 60 million people were at risk of poverty, living in households with less than 60% of the EU average income. More than half of these people had been at risk for three successive years. There was considerable variation across the European Union with the share of the population at risk varying from between 8 and 23% of the population. Denmark (8%), Finland (9%) and Sweden (12%) showed the lowest levels. 

The data reveal that social protection systems had an important part to play in addressing poverty – without social transfers the share of people below the poverty threshold would have been significantly higher – rising to between one quarter and one third of the population. 

With regard to the distribution of income, in 1997, the highest earning 20% of the EU population earned close to six times as much as the lowest earning 20% of the population. Both income inequality and the incidence of the risk of poverty appear to be the greatest in the Member States which spend proportionately less in social expenditure, and which tend also to be the least affluent.

There are some grounds for optimism due to the improved employment situation.

As noted above, the lack of more recent data makes it difficult to draw very strong conclusions about the current social situation in the European Union. Nevertheless, until the current downturn the stronger job creation in 2000 particularly for women combined with the notable reduction in unemployment should have had a positive effect. As stressed by the Lisbon European Council, the best safeguard against poverty and social exclusion is a job. Moreover, the decline in long-term unemployment is also a positive trend (down from just over 5 % in 1995 to 3.6 % in 2000, even though it is estimated to rise slightly in 2001).

The long-term unemployed and their families are amongst the groups facing more severe risks of social exclusion and poverty, both during their working lives and afterwards given the impact this has on achieving a decent retirement income.

However, optimism should be contained. The risk of social exclusion is influenced by other factors, such as discrimination and ethnic background, low quality/low income work, family break-ups, drug abuse and alcoholism, and lack of access to minimal conditions in terms of housing or health care and living in a deprived area. On most of these aspects, there is not sufficient evidence that the situation is improving. The current downturn, even though it may be short-lived, may worsen the situation.

The importance of strengthening the Union’s skills and knowledge base highlighted in earlier sections is also an important factor in tackling social exclusion. It helps to improve the prospects of all groups of workers, including older persons, women and young people. Some workers in these groups may be at particular risk of social exclusion due to poor employment prospects. While the situation of women appears to be improving – both in terms of employment and unemployment – the situation for older workers appears to be improving less rapidly. Youth unemployment at almost 16 per cent of the unemployed across the Union is still a significant problem, though until 2001 that proportion had also been declining more quickly than the decline in overall unemployment.

A further challenge for Member States is to ensure an adequate level of basic education, in particular by stemming the tide of early school-leavers. Whilst was some progress prior to the Lisbon European Council, the figure (as highlighted above) is estimated to have not changed significantly in the two years since then. This challenge is particularly great in some Member States (especially Portugal (43%), Italy (29%) and Spain(28%)), as early departure from school is a major factor putting young people at risk of social exclusion.

Social cohesion also has an important regional dimension

While income disparities between Member States are decreasing, they are more persistent across regions within the Member States. The cohesion countries have enjoyed a relatively high national growth rate in particular for Ireland, whose level of GDP per capita is now well above the EU average. Similarly, in the three least prosperous Member States (Greece, Spain, Portugal) average GDP per head in purchasing power standards has risen from 68% to the EU average in 1988 to 79% in 1999, a reduction of a third in the initial gap. However, they have also witnessed a widening of interregional disparities, as national growth in the early stage of catching up tends to be driven by a few centres of development.

Moreover, poorer regions tend to coincide with those with higher unemployment, lower productivity and employment rates, in particular for women. Regional labour markets show even more marked variations with the differences in employment and unemployment rates increasing in all Member States. 


6
Environment

(See structural indicators / environment)
Four priority areas

In adding an environmental dimension to the Lisbon strategy, the Gothenburg European Council highlighted the three (economic, social and environmental) strands of an effective sustainable development strategy. The European Council identified four priority areas: climate change, transport, public health and natural resources. This spring report draws on a first set of available environmental indicators, however, work will continue to refine and improve the indicators in order to give a broader picture of progress in the environmental field. 

Climate change: falling emissions and energy intensity, but more to do

As regards climate change, greenhouse gas emissions in the European Union fell by 4% between 1990 and 1999. This contrasts with developments in the United States and Japan, where emissions rose by 11% and 6%
[8] respectively. The Union is therefore in line with its quantitative targets for 2000 (stabilisation at 1990 levels), but meeting its quantitative commitment under the Kyoto Protocol (a reduction of –8% on 1990 levels by 2008-2012) remains a very demanding challenge.

The progress seen is essentially due to large cuts in emissions in Germany and the United Kingdom. Industrial restructuring in the new Länder in Germany, energy market liberalisation and a switch from coal to gas use in power stations in the United Kingdom account for a large part of these reductions.

The current indicators do not yet cover the situation in the two years since the Lisbon European Council, but it seems likely that overall trends will have continued.

The majority of Member States have not made sufficient progress to ensure that they will meet their targets as agreed under the EU’s arrangements to share the burden across the European Union. Under current conditions, the EU’s greenhouse gas emissions would at best stabilise at 1990 levels by 2010. Further efforts are needed to meet the Kyoto target of an 8% emissions cut. Furthermore, the Kyoto targets are only a first step. The Commission has already proposed to reduce greenhouse gas emissions by 1% per year over 1990 levels up to 2020.

The European Union economy has seen steady but slow improvements in its energy intensity during the past decade, albeit at a slower rate than that seen in the eighties. This is mainly due to relatively low oil prices. 

All Member States reduced their energy intensity, with the exception of Greece, Spain and Portugal. Ireland, Luxembourg and the Netherlands have all shown considerable improvements, but this type of aggregate indicator needs to be treated with some caution as improvements can be the result either of higher energy efficiency and/or from changes in the structure of the economy. 

This is also important in the face of the current economic downturn which tends to depress the volume of energy consumed. This will eventually feed through to the statistics for this year and next.

Transport: continued growth in absolute terms

The European Union’s transport systems have been a key component of economic success and the integration of the internal market. But transport growth has also contributed significantly to greenhouse gas emissions and energy use. It also gives rise to other environmental problems such as air pollution and noise, as well as problems with safety and congestion.

In the Union, freight volumes have risen faster than GDP in recent years, while the United States has seen the ratio of freight to GDP fall by almost 10% between 1995-1998, albeit starting from a substantially higher absolute level. In broad terms, the ratio of freight volume to GDP in most Member States is rather similar. The exception is Ireland where the ratio fell by one-fifth over the same period.

Road is the dominant form of transport in the Union. It accounts for almost half of all freight transport and is rising. The European Union average conceals wide variations between Member States, and for some countries, this reflects the importance, for example, of their national maritime sector. The share of road transport ranges from 17% in Finland to over 50% in France and Germany (and almost 70% in Luxembourg). As for passenger transport, car travel makes up three-quarters of the total. However, the fastest growing mode, and one with considerable environmental impact, is aviation.

These trends are moving the European Union away from a transport system that is efficient, effective and sustainable. Unless the link between transport growth and GDP can be broken the environmental pressures and congestion caused by growing traffic volumes will intensify. That is why the strategic goal was set at Göteborg of decoupling transport growth and GDP growth. 

Shifting traffic between different modes of transport and “internalising” external costs through improved pricing structures are important steps in developing an overall response. Such an approach was favoured in the White Paper on the Common Transport Policy, which sets a whole range of options to be considered, including new technologies and fuels, making better use of existing transport infrastructure, and putting in place infrastructure charging systems which can help to manage demand. 

Public health: urban air quality as an example

Although life expectancy in Europe is generally improving, some trends in relation to public health are worrying. There is growing evidence that many of these are related to environmental pollution. Urban air quality serves as an example of environmental pollution with a direct impact on public health. While air quality in most European cities has improved considerably in recent decades, persistent problems remain. Particulate matter and ozone have been identified as among the most important pollutants. This is because of their impact on public health, especially on vulnerable groups such as children, the elderly, and people with immune deficiencies.

In those countries for which data is available, exposure to high concentrations of ozone appears to be most acute - and worsening - in Greece and Italy, while particulates (where data only relates to the period 1995-1997) were a growing problem in the United Kingdom and the Netherlands. The high values for Greece and Italy can be partially explained also by their weather conditions. Substantial reductions in exposure to particulates have been achieved in Spain and Denmark.

Natural resources: volume of municipal waste is increasing in most Member States

Volumes of municipal waste are generally increasing throughout the Union although again the picture in terms of comparable data is incomplete. Possible exceptions to the overall trend of rising municipal waste volumes may be the United Kingdom, Denmark and Luxembourg. Landfill is the dominant method of waste disposal in Greece, Italy Spain and Finland; 30% or more of waste is recycled in Sweden, the Netherlands, Denmark and Belgium.

II
Examples of Policy developments since the Lisbon European Council

Sowing the seeds for change has involved the launching of new policies and legislative proposals. Key policy instruments — from the broad economic policy and employment guidelines to the Charter for small businesses — have been adjusted in the light of the Lisbon strategy. Policies have been supported in some cases by new programmes, funding and action plans. In other areas, the Lisbon strategy has given an additional impetus to proposals which were already on the table of the Council and the European Parliament. 

Defining and developing policy, and driving it through the legislative process, takes time. But two years on from Lisbon, it is clear that progress has been made, even if the effects on growth will tend to be felt more in the medium to long-term. In other areas, progress depends on agreements being finalised over the months ahead on new proposals, programmes and actions. 

The nine examples set out below illustrate both positive developments and some areas of continued concern.

1. The Social Policy Agenda – an example of using all Community instruments to deliver more and better jobs 

The Social Policy Agenda is central to the Lisbon goal of modernising and improving the European social model. It was launched by the Nice European Council and provides a good example of how one of the Lisbon objectives – more and better jobs - is being delivered by combining a whole range of actions at different levels and involving different actors, including the social partners and civil society. 

Labour markets are being reformed through the European Employment Strategy which is steered each year by the Council through the Employment Guidelines. The reforms are supported financially by the European Social Fund, and through a range of new Community programmes such as those on equal opportunities and social inclusion. 

Both Council and the European Parliament have agreed legislative measures in areas such as health and safety in the workplace or equal treatment between women and men. 

The open method of coordination is leading to concrete measures to fight poverty and social exclusion, and supporting efforts to reform social security systems, in particular pensions to ensure both social and financial objectives are achieved in a sustainable way. This approach, together with social inclusion indicators, has now been endorsed by the European Council in Laeken.

Negotiations between the social partners are helping to improve flexibility and security within the working environment. 

2. Two success stories on the way to the knowledge-driven economy

Small plant, big science In December 2000, research initiated by the European Commission and involving laboratories in 15 countries - including the United States and Japan - resulted in the first ever complete genetic sequencing of a plant, Arabidopsis, which has 115 million base pairs arranged in nearly 26 000 genes. Given the striking similarities with animal and human genes, this major scientific breakthrough offers opportunities for future medical, agricultural, environmental and industrial applications. 

A vision for aeronautic research against the horizon of 2020. Aeronautics remains a key European industry. Its competitiveness depends very much on research. “European Aeronautics: a Vision for 2020”, is a strategy designed by high-level members of the aeronautics industry at the request the European Commission. It highlighted research priorities needed to address the challenges faced by the sector and to meet agreed targets. These include a five-fold reduction in accidents, the halving of perceived aircraft noise, a 50% cut in CO2 emissions, and increased comfort for passengers. As a result, an Advisory Council for Aeronautics Research in Europe was set up in June this year. It is intended to turn the current patchwork into a research network.

3. Telecommunications liberalisation offering the customer choice

Telecommunications markets in the majority of Member States were opened to competition from 1 January 1998 with the last market open from 1 January 2001. Today the whole population in twelve Member States are able to choose between more than five operators for long-distance and international calls and in six Member States for local calls. This competition will be reinforced and strengthened once the new legislation recently agreed comes into force in Spring 2003.

4. First Benchmarking Report on the Implementation of the electricity and gas Directives 
[9]

The European Council at Stockholm requested a detailed examination of the situation in the electricity and gas sectors relating to market opening. The resulting Commission report finds that in general, those Member States which have adopted policies along the lines of the Commission's current proposals have experienced better performance than the rest notably in terms of new entrants to the market, more choices for customers and lower prices.

Member States are also making progress in ensuring that other policy objectives can be fulfilled in a competitive framework. Issues such as security of supply, public service standards and environmental objectives are crucial for a successful energy policy. However, the rapid adoption of the Commission proposals is imperative in order to avoid distortions of the internal market as some Member States' energy markets are more open to competitors and new entrants than others. 

5. Progress on implementation of Community rules

Even where rules have been agreed, implementation across the Union remains a significant problem. The Stockholm European Council asked Member States to ensure that 98.5% of all Community legislation had been transposed into national law by the time of the Barcelona European Council. 

The latest Single Market Scoreboard (November 2001) shows progress in most Member States, but also gives cause for concern for some. Five Member States already meet this target a figure which may rise to at least ten by Barcelona, but Greece (97.0%), France (97.0%), Austria (97.1%), United Kingdom (97..2%) and Germany (97.4%) all still had considerable efforts to make.

The problem is compounded by the fact that implementation patterns vary, with the result that around 10% of all Community directives are not yet implemented across the Union undermining the very concept of a single market for business and citizens.

6. Infringement of Community rules remains a problem

The situation with regard to infringements of Community law is also a continuing source of concern. At the end of August 2001, the Commission was dealing with 1,477 cases of alleged breaches of internal market rules. 

Infringement proceedings take a long time, often more than two years, and only one third of cases are settled early. Even when the Court rules in the Commission’s favour which it does in 9 out of 10 cases, Member States often drag their feet, so that the Commission has to re-launch proceedings.

7. Improving the transparency of State aid

In the response to calls in Lisbon and Stockholm, the Commission has acted to improve transparency by creating a publicly accessible state aid register on the Internet
[10] and by publishing a state aid scoreboard. This also offers a forum for Member States to exchange information on their support policies and their assessment of aid granted.

As announced in Stockholm guidance has been given on the treatment of venture capital under State aid rules and their application to the cinema sector. New rules updating the framework for State aid for Research and Development and for employment will be published in 2002.

8. The business environment has started to improve since Lisbon: the first results of the enterprise scoreboard

Governments have taken measures to cut red tape, and e-government is expanding rapidly, facilitating companies’ and citizens’ access to public administration.

Progress has been made in several Member States to reduce the time and the costs of setting up a new business. It is possible to set up a sole proprietorship in one business day in Germany, the Netherlands, Austria and the UK. Likewise the costs of registering a small business are generally less than €100, and zero in Denmark, Spain, Austria and the UK. Typical times and costs are still somewhat higher elsewhere. Nonetheless, reform is gathering momentum.

To start up a private limited company, Ireland and the UK require a minimum capital of €1 only. Minimum capital requirements in Belgium, Germany and the Netherlands, where they were high five years ago, have also been reduced. 

More could be done in the area of business failures and in relation to transferring existing businesses.

9. Considerable activity since Lisbon in the area of sustainable development and the environment

The launching of the Sustainable Development Strategy in Göteborg last June has been followed by a number of important proposals this Autumn, notably, the European Climate Change Package consisting of proposals for an internal system of emissions trading for the EU, and a Communication setting out the first steps needed to ensure the Union meets its Kyoto commitments for the reduction of green house gases.

The Bonn and Marrakech Climate Conferences have opened the way to ratification of the Kyoto Protocol by Member States and the Community before the World Summit for Sustainable Development in September 2002. 

A Directive on the promotion of renewable sources of energy has been agreed and proposals have been brought forward on bio-fuels and energy efficiency of buildings; a comprehensive transport strategy has been outlined in a White Paper, and a consultation has now concluded on the Green Paper on the security of energy supplies.
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Lisbon – Two years on : 
Summary of policy achievements 









Notes:
Bold text indicates changes in the position since the Stockholm European Council. Italics indicates measures expected to be tabled between the publication of this report and the Barcelona European Council.
“CP” indicates a common position / political agreement has been reached on a proposal.
Shading indicates an adopted measure. (The date on which it must be implemented is underlined)
* Indicates measures forming part of the European Social Policy Scoreboard setting out progress made on the new Social Policy Agenda. 
The full Scoreboard will be published by the Commission early in 2002 and will reflect the dynamic and flexible nature of the scoreboard. Other legislative actions include areas such as health and safety; the action programme on employment incentives, the annual work programme on gender equality, the decision declaring 2003 the European Year of disabled citizens, workers rights (i.e. insolvency and employee data) and involves, where appropriate, contributions from the Social Partners both at interprofessional and sectoral level. Funding has been provided to objectives linked to the Social Policy Agenda by the European Social Fund. Communications have also been tabled on the social aspects of public procurement, on a contribution to the United Nations World Conference to combat racism and on core labour standards.
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	PROPOSALS PENDING BEFORE EP / COUNCIL + ADOPTED LEGISLATION
	BENCHMARKING AND OTHER INITIATIVES

	AN INFORMATION SOCIETY FOR ALL

	 
	       eEurope Action Plan
       eEurope 2002 Update (Nice) (Report)
	      e-Commerce Directive
In force Jan 2002


	      European Extra Judicial (EEJ) Network created in April 2000

	 
	       eLearning Initiative 
(Action Plan)
	       Directive on supervision of electronic money institutions
In force April 2002
	      E-confidence Web Site launched by the Commission, (http://econfidence.jrc.it)

	 
	       Communication on the organisation and management of the Internet
	       Regulation on local loop unbundling
In force January 2001
	      Commission awarded funding for the Géant network (10 fold upgrading in speed of research networks by end 2001)

	 
	       Communication on the accessibility of public websites
	       Dual Use Regulation 
(eases exports of high technology products)
In force Sept 2000
	      eEurope Scoreboards (Feb 2001 / Jan 2002)
Digital youth scoreboard

	 
	       Communication on the exploitation of public sector information
	       Brussels Regulation 
(Rules for jurisdiction and recognition of judgements)
In force March 2002
	       Staff paper on e-Inclusion

	 
	       Communication on creating a safer information society
	       Copyright directive
In force December 2002
	 

	 
	       Communication on security in electronic networks
	       Telecoms Package 
(6 measures)
(except data protection)
In force Spring 2003
	 

	 
	 
	       Creation of .eu Internet domain name (Regulation)
CP
	 

	 
	 
	       Amendment of VAT rules for e-commerce / electronic invoicing (2 Directives)
	 

	 
	 
 
	       Distance marketing of financial services
CP
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	CREATE A EUROPEAN AREA OF RESEARCH AND INNOVATION

	 
	 
	       Community Patent 
(Regulation)
       Community Design
(Regulation)
	      Benchmarking national research policies (including development of indicators)

	 
	       Communication on the European Research Area and future orientations for research (2002-2006)
	       Proposal for sixth Framework Programme (and specific programmes) - CP
	       Staff papers on research infrastructures, mapping excellence, women and science 

	 
	       Communication on the international dimension of the European Research Area
	 
	       High level expert group on improving mobility of researchers 

	 
	       Communication on the regional dimension of the European Research Area
	 
	       Joint memodandum between the Commission and EIB for co-operation in the area of research

	 
	       Communication on a mobility strategy for the European Research Area
	 
	 

	 
	       Communication on science, society and citizen
(Action Plan)
	 
	 

	 
	 
	 
	 

	CREATING A FRIENDLY ENVIRONMENT FOR STARTING UP AND DEVELOPING INNOVATIVE BUSINESSES, ESPECIALLY SME'S

	 
	       Communication on Enterprise Policy
	       Multiannual Programme for enterprise (2001-2006)
	 

	 
	       Competitiveness Report 2001
       Best procedure report (2001)
       Communication on innovation in a knowledge-based economy
       Communication on the impact of the e-economy on enterprises
	 
	      Small Business Charter (endorsed at Feira)
      Benchmarking Enterprise policy, including time and costs involved in starting businesses:
      Innovation Scoreboard
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	BENCHMARKING AND OTHER INITIATIVES

	 
	       Communication on financial instruments supporting SMEs
       Staff paper on access to finance for SMEs
	 
	   Launching of new Best procedure

	ECONOMIC REFORMS FOR A COMPLETE AND FULLY OPERATIONAL INTERNAL MARKET

	Internal market
	       Cardiff Report
	 
	       Single Market Scoreboard

	Procurement
	       Communication on integrating environmental considerations in procurement
       Communication on integrating social considerations in public procurement
	       Public Procurement Package 
(2 measures)
       Proposal for a Regulation on the Common Procurement Vocabulary
 
	 

	 
	       Commission Directive on the mandatory use standard forms for the publication of contract notices
In force May 2002
	 
	 

	Competition and state aid
	       State aid scoreboard and Register
(Information note)
       Communication on state aid and risk capital
       Communication on state aid and audiovisual industries
	 
	       Creation on an on-line register
       State aid scoreboard

	 
	       Commission Regulation on state aid for SMEs
       Commission Regulation on state aid for training
       Commission framework for state aid for employment
       Commission framework for state aid for environment
	 
	 

	 
	       Green Paper on the revision of the Merger Regulation (Dec 2001)
	       Proposal on modernisation of the rules implementing Articles 81 and 82 (Regulation)
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	Professional services
	       Proposal for a Directive on professional recognition
(February 2002)
	 
	 

	 
	 
	        
	 

	Postal services
	 
	       Proposal on a further stage of postal liberalisation (Directive)
CP
	 

	 
	 
	 
	 

	Energy
	       Communication on progress on building the internal market for electricity
       Report on progress in opening EU energy markets


       Communication on European energy infrastructures 
	       Proposal for further opening of gas and electricity markets


       Proposals for the revision of the TEN-energy guidelines
	 

	 
	       Green paper on the security of energy supplies in the EU
       Commission report on the follow up to Green Paper
	 
	 

	 
	 
	 
	 

	Transport
	       White paper on a revised strategy for the common transport policy
	       Single European Sky package
	       Report High Level Group on Single European Sky

	 
	 
	       Regulation on the creation of a European Air Safety Authority
	 

	 
	 
	       Proposal on rules for the allocation of airport slots
	 

	 
	       2nd Railway package
(January 2002) – Communication and 5 measures
	       First railway package
(Liberalisation from 2003 (TENS) and 2008 all international freight)
	 

	 
	 
	       Proposal for the revision of the TEN-Transport guidelines
	 

	 
	 
	       Directive on security measures for tunnels
       Proposal on access to port services
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	       Regulation on public service obligations in passenger transport
	 

	Galileo
	 
	       Proposal for a Decision on a common undertaking for Galileo
	 

	General interest services
	       Communication on general interest services
(Updating 1996 Communication)
       Report to the Laeken European Council
	 
	 

	Internal market for services
	       Communication on an internal market strategy for services
	 
	 

	Better regulatory environment
	       Communication to Stockholm on simplifying the regulatory environment
       Governance White Paper
       Communication on simplifying and improving the regulatory environment
       Decision on the withdrawal of pending proposals
	 
	 

	 
	 
	 
	 

	EFFICIENT AND INTEGRATED FINANCIAL MARKETS

	European Company / Takeovers
	 
	       European Company Statute
In force Autumn 2004
	 

	 
	 
	       Take over directive (rejected by EP)
	       Report of the High Level Group on ‘Company Law (Jan 2002)

	Financial Services Action Plan
	       5th Progress Report on the Financial Services Action Plan
	       Proposals for decisions established a Committee of European Securities Regulators and a European Securities Committee
	       Creation of Wise men (Lamfalussy) group (July 2000) Interim Report (Nov 2000) - Final Report (Feb 2001)

	 
	     Communications on the modernisation of the Investment Services Directive
	       Winding up directive (Banks and credit institutions)
In force May 2004
       Winding up directive (Insurance companies)
In force April 2003
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	     Mid-term report on the implementation of the Risk Capital Action Plan
	       UCITTs directive (2 measures)
In force November 2002
	 

	 
	 
	       Proposal for a directive on insurance intermediaries – CP
	       Implementation on 1997 Code of Conduct on harmful tax treatment

	 
	 
	       Proposal for a directive on supplementary pension funds
	 

	 
	     Communication on accounting strategy
	       Proposal for a regulation on international accounting standards – CP
	 

	 
	 
	       Proposal for a directive on market abuse – CP
	 

	 
	 
	       Proposal for a directive on the supervision of conglomerates
	 

	 
	 
	       Proposal for a directive on collateral - CP
	 

	 
	 
	       Proposal for a regulation on cross-border payments
In force: March 2002
	 

	 
	 
	       Proposal for a directive on prospectuses
	 

	 
	 
	 
	 

	COORDINATING MACRO-ECONOMIC POLICIES: FISCAL CONSOLIDATION, QUALITY AND SUSTAINABILITY OF PUBLIC FINANCES

	 
	       Communication on the contribution of public finances to growth and employment, the quality and sustainability of public finances
	       Broad Economic Policy Guidelines 2001 (Commission Recommendation)
	 

	 
	 
	 
	 

	EDUCATION AND TRAINING FOR LIVING AND WORKING IN THE KNOWLEDGE SOCIETY

	 
	       e-Learning
(Action Plan)
	 
	 

	 
	       Communication on future objectives for education systems
       Detailed work programme on the follow to the report on future objectives for education systems
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	COMMISSION POLICY PROPOSALS / (ADOPTED RULES)
	PROPOSALS PENDING BEFORE EP / COUNCIL + ADOPTED LEGISLATION/GUIDELINES
	BENCHMARKING AND OTHER INITIATIVES

	 
	       Communication on new European labour markets
 
	       Recommendation on mobility for students, trainees and teachers
	       Mobility Action Plan for students, trainees and teachers

	 
	       Memorandum on education and lifelong learning
       Communication on making a European area of lifelong learning a reality
	 
	 

	SOCIAL POLICY AGENDA

	 
	       Towards a new social policy agenda (Communication)*
	 
	       European Social Agenda (European Council Nice)*
       Social Agenda Scoreboard (Jan 2002)* 

	MORE AND BETTER JOBS FOR EUROPE: DEVELOPING AN ACTIVE EMPLOYMENT POLICY

	 
	       Communication on quality in employment and social policies*
       Green paper on corporate social responsibility*
       Communication on local employment policies
       Communication on labour force participation and promoting active ageing*
       First stage Consultation of Social Partners on Anticipating and managing change: a dynamic approach to the social aspects of corporate restructuring.
(Jan 2002)
       Proposal for a directive on temporary agency work
(Feb 2002) 
       Communication on new European labour markets
	       Employment Package: Joint Employment report, Employment Guidelines 2002 and Employment recommendations*
       Information and Consultation Directive*
In force Autumn 2004
       Directive on Involvement of Employees 
In force March 2001*
	       Second stage of consultation of the social partners on work organisation (leading to negotations on telework)*
       Quality indicators*
       Joint Commission/Council report on labour force participation
(Feb 2002)*
       Benchmarking report on the follow up to the strategies for jobs in the information society*
       High Level Task Force on skills and mobility (Report Dec 2001)
       Creation of the European Monitoring Centre on Change
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	COMMISSION LEGISLATIVE AND POLICY PROPOSALS
	BEFORE EP / COUNCIL + ADOPTED LEGISLATION/GUIDELINES
	BENCHMARKING AND OTHER INITIATIVES

	MODERNISING SOCIAL PROTECTION

	 
	       Communication on integrated approach to national strategies for safe and sustainable pensions*
       Communication on health and long-term care in the face of an ageing population*
       Action Plan on skills and mobility
Feb 2002
	(   Adoption of the parameters for the modernisation of Regulation 1408/71 on the co-ordination of social security systems*
 
	       Joint EPC/SPC report on health and long-term care (Feb 2002) *
       The Open Method of Co-ordination in the field of pensions*
       High Level Task Force on skills and mobility (Report Dec 2001)

	 
	 
	 
	 

	PROMOTING SOCIAL INCLUSION

	Inclusion
	       Communication on national social inclusion action plans*
	       Community action programme on social exclusion (2002 – 2006)*
	       Joint Commission/Council report on Social Inclusion*

	 
	 
	 
	       Social Inclusion Indicators*

	Equal opportunities
	       Communication on an equal opportunities framework strategy (2001-2005)*
	      Equal opportunities action programme (2001-2005)*
	 

	 
	 
	      Directive on equal treatment irrespective of racial or ethnic origin
In force July 2003*
	 

	 
	 
	      Directive on a general framework for equal treatment and employment
In force December 2003*
	 

	 
	 
	      Proposal for a directive on equal treatment (training, promotion, working conditions)* CP
	 

	 
	 
	 
	 

	MOBILISING THE NECESSARY MEANS
	 
	       MEDIA PLUS programme
(2001-2005)
	       EIB Innovation 2000 Initiative

	 
	 
	       ECONTENT programme
(2001-2005)
	       Funding under RTD programme, European Social Fund, Structural Funds


 
	LISBON CONCLUSIONS
	COMMISSION LEGISLATIVE AND POLICY PROPOSALS
	BEFORE EP / COUNCIL + ADOPTED LEGISLATION/GUIDELINES
	BENCHMARKING AND OTHER INITIATIVES

	ADDING AN ENVIRONMENTAL DIMENSION

	 
	       Report on the contribution of clean technologies to growth and employment
	       Directive on the promotion of electricity from renewable sources
	 

	 
	       European Climate Change Package
(Communication + proposal for a directive on emissions trading)
       Proposal for a directive on bio-fuels
       White Paper on a future Strategy for transport policy
       Green Paper on the security of energy supplies
       Proposal for a directive on the energy efficiency of buildings
       Proposal for a framework directive on transport pricing
	 
	       Bonn and Marrakech Conferences


 
 
�[1]	Estimate based on available data. The full set of structural indicators will be updated periodically on the eurostat website - http://europa.eu.int/comm/eurostat.


�[2]	Estimate based on available data.


�[3]	Estimate based on available data.


�[4]	Estimate based on available data.


�[5]	Estimate based on available data.


�[6]	Estimate based on available data.


�[7]	These data are not adjusted for differences in labour market characteristics (i.e. differences between men and women in terms of skills, working experience and the sectoral composition of employment).


�[8]	Japan: change from 1990 to 1997


�[9]	The Commission’s first implementation report on the internal electricity and gas market, SEC(2001) 1957, 3.12.01


�[10]	http://europa.eu.int/comm/competition/state_aid/register/�http://www.europa.eu.int/comm/competition/state_aid/scoreboard/





