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The Lisbon Strategy

The Lisbon Strategy

Make the EU "the most dynamic and competitive knowledge-based economy in the world capable of sustainable economic growth with more and better jobs and greater social cohesion, and respect for the environment by 2010"

Also known as Lisbon Agenda or Lisbon Process
In March 2000, the European Council met in Lisbon and set out a ten-year strategy to make the EU "“the most competitive and dynamic knowledge-based economy in the world, capable of sustainable economic growth with more and better jobs and greater social cohesion” by 2010.
The strategy which was agreed on at Lisbon is threefold:

· economic reform, completing the internal market and preparing the transition to a knowledge-based economy;

· modernising and improving the European social model, combating social exclusion and improving social cohesion;

· creating more and better jobs in an inclusive labour market.

The strategy relies on the coordination of economic, employment and social policy.  This is referred to as the Lisbon Triangle.
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Social Cohesion
The practical impact of this is that any political decision has to be considered in line with these three areas.  In March 2001, the European Council added sustainable development as a fourth area for coordination through the Lisbon strategy.  

The European Council also endorsed the use of the 'open method of co-ordination' (OMC) as a new technique of governance.  The OMC bypasses traditional EU policy formulation instead calling for the setting of targets for the EU as a whole and the benchmarking of progress.  This is done primarily through the EU Council. Member states are free to decide on the methods used to reach the targets.  

Under the strategy, a stronger economy will drive job creation alongside social and environmental policies that ensure sustainable development and social inclusion.
There are about 40 key Lisbon goals.  The quantifiable goals are:

1. Overall employment rate to reach 67 per cent by 2005 (interim target)

2. Overall employment rate to reach 70 per cent by 2010

3. Female employment rate to reach 57 per cent by 2005 (interim target)

4. Female employment rate to reach 60 per cent by 2010

5. Employment rate for workers aged 55-64 to reach 50 per cent by 2010

6. Increase in average effective retirement age by 5 years to ensure EU average of 65 by 2010

7. Available childcare for children over three to reach 90 per cent by 2010

8. Available childcare for children under three to reach 33 per cent by 2005

9. R&D spending to reach 3 per cent of GDP by 2010

10. Business expenditure on R&D to amount to 67 per cent of total by 2010

11. Household internet penetration to reach 30 per cent

12. Governments to provide 100 per cent of basic services online by 2003

13. Transposition rate of internal market directives to reach 98.5 per cent

14. Two year time limit for transposition of internal market directives

15. Reduce the number of early school-leavers by 50 per cent by 2010

16. Meet Kyoto targets by 2010 (member-states have individual targets)

17. Meet 22 per cent target for renewable electricity productions (member-states have individual targets)

Reform of the Lisbon Strategy

Various reports have been critical of the efforts by Member States to reach the targets, noting that the EU will likely fail to reach its targets by 2010 unless action is taken.  Most notably, the Kok Report identified the need for urgent action across five areas of policy:

· the knowledge society: increasing Europe’s attractiveness for researchers and scientists, making R & D a top priority and promoting the use of information and communication technologies (ICTs);

· the internal market: completion of the internal market for the free movement of goods and capital, and urgent action to create a single market for services;

· the business climate: reducing the total administrative burden; improving the quality of legislation; facilitating the rapid start-up of new enterprises; and creating an environment more supportive to businesses;

· the labour market: rapid delivery on the recommendations of the European Employment Taskforce; developing strategies for lifelong leaning and active ageing; and underpinning partnerships for growth and  employment;

· environmental sustainability: spreading eco-innovations and building leadership in eco-industry; pursuing policies which lead to long-term and sustained improvements in productivity through eco-efficiency.

In light of the critical reports, a decision was made to “renew” or “reform” the Lisbon Strategy with effort focused around two principal tasks – delivering stronger, lasting growth and creating more and better jobs.   Three areas were addressed:
1. Ensuring delivery: Delivery is the main issue for the Lisbon Strategy at both European and national level. The implementation of the reform agenda requires a renewed Partnership for growth and jobs.  (Partnership for Jobs and Growth)
2. A renewed Lisbon Action Programme:  (Community Action Programme, Lisbon Reform Programme) While the reform doesn’t attempt to rewrite the Lisbon strategy, it does identify new actions. 
a. Making Europe a more attractive place to invest and work
i. Extend and deepen the internal market
ii. Improve European and national regulation 
iii. Ensuring open and competitive markets inside and outside Europe
iv. Expand and improve European Infrastructure
b. Knowledge and innovation for growth
i. Increase and improve investment in Research and Development
ii. Facilitate innovation, the uptake of ICT and the sustainable use of resources 
iii. Contribute to a strong European industrial base
c. Creating more and better jobs
i. Attract more people into employment and modernise social protection systems
ii. Improve the adaptability of workers and enterprises and the flexibility of labour markets
iii. Investing more in human capital through better education and skills 
3. Improving Lisbon governance: (This has had an affect on OMC) 
a. Create an integrated set of Guidelines (Integrated Guidelines for Growth and Jobs) alongside the Lisbon Action Programme which will cover macro-economic policies, employment and structural reforms.  
b. Member States adopt National Action Programmes (National Reform Programme) for growth and jobs, backed up by commitments and targets.
c. Appointment of a “Mr” or “Ms Lisbon” at Member State government level. 
d. Simplified reporting with a single Lisbon report at EU and at national level on the progress made.  
Structural Indicators

Performance initially was judged by measuring approximately one hundred structural indicators across six domains - General Economic Background, Employment, Innovation and Research, Economic Reform, Social Cohesion as well as the Environment.  The SIs have been shortlisted to:

General Economic Background 
  
  
 

 1. GDP per capita in PPS 

 2. Labour productivity 

Employment 
  
  
 

 3. Employment rate*

 4. Employment rate of older workers*

Innovation and Research 
  
  
 

 5. Youth educational attainment (20-24)*

 6. Gross domestic expenditure on R&D 

Economic Reform 
  
  
 

 7. Comparative price levels 

 8. Business investment 

Social Cohesion 
  
  
 

 9. At risk-of-poverty rate after social transfers*

10. Long-term unemployment rate*

11. Dispersion of regional employment rates*

Environment 
  
  
 

12. Greenhouse gas emissions 

13. Energy intensity of the economy 

14. Volume of freight transport relative to GDP 

*Disaggregated by gender

Integrated Guidelines For Growth And Jobs (2005–08)

These are the EU guidelines that member States use to set out their own National Reform Programmes (NRP).

Macroeconomic guidelines

1. To secure economic stability.

2. To safeguard economic and fiscal sustainability.

3. To promote a growth- and employment-orientated and efficient allocation of resources.

4. To secure economic stability for sustainable growth.

5. To ensure that wage developments contribute to macroeconomic stability and growth.

6. To contribute to a dynamic and well-functioning EMU.

Microeconomic guidelines

7. To increase and improve investment in R & D, in particular by private business.

8. To facilitate all forms of innovation.

9. To facilitate the spread and effective use of ICT and build a fully inclusive information society.

10. To strengthen the competitive advantages of its industrial base.

11. To encourage the sustainable use of resources and strengthen the synergies between environmental protection and growth.

12. To extend and deepen the internal market.

13. To ensure open and competitive markets inside and outside Europe and to reap the benefits of globalisation.

14. To create a more competitive business environment and encourage private initiative through better regulation.

15. To promote a more entrepreneurial culture and create a supportive environment for SMEs.

16. To expand, improve and link up European infrastructure and complete priority cross-border projects. 
Employment guidelines

17. Implement employment policies aiming at achieving full employment, improving quality and productivity at work, and strengthening social and territorial cohesion.

18. Promote a life-cycle approach to work.

19. Ensure inclusive labour markets, enhance work attractiveness, and make work pay for job-seekers, including disadvantaged people, and the inactive.

20. Improve matching of labour market needs.

21. Promote flexibility combined with employment security and reduce labour market segmentation, having due regard to the role of the social partners.

22. Ensure employment-friendly labour cost developments and wage-setting mechanisms.

23. Expand and improve investment in human capital.

24. Adapt education and training systems in response to new competence requirements.

United Kingdom National Reform Programme

The goals of the UK NRP are:

Macroeconomic policies for jobs and growth

Maintaining macroeconomic stability in the face of a more integrated global economy, including by:

· continuing to meet the Government’s fiscal rules;

· establishing world-class public services, with extra investment tied to reform and results to ensure taxpayers receive value for money, and with £20 billion of efficiency savings to be recycled to frontline services by 2007-08; and

· continuing to ensure long-term fiscal sustainability and address the challenges of an ageing population, while ensuring that the incomes of the poorest pensioners continue to improve and equipping today’s workers to make informed choices about preparing for retirement.
Promoting productivity growth

Strengthening the five drivers of productivity, including by:

· implementing a package of radical reforms to tackle the burden of regulation on business while maintaining standards of protection for the public, including by adopting a risk-based approach to inspection and enforcement, streamlining regulatory structures in order to reduce the costs to business of administering regulation, and setting new targets to reduce the burden over time;

· further support for enterprise through the launch of Enterprise Capital Funds to improve access to finance for high growth small businesses, and introducing a Local Enterprise Growth Initiative to promote enterprise in disadvantaged areas;

· implementing the Science and Innovation Investment Framework to realise the ambition that UK public and private investment in R&D will reach 2.5 per cent of GDP by 2014;

· further steps to reform the investment chain, including taking forward the Morris Review recommendations to promote greater competition in the market for actuarial services and to strengthen the regulation of the actuarial profession;

· raising skills levels in the workforce by increasing participation in education at age 17 from 75 per cent to 90 per cent over the next 10 years, increasing participation in higher education for those aged 18 to 30 towards 50 per cent by 2010, ensuring 2.25 million adults improve their basic skills, and reducing the number of adults in the workforce without a level 2 (upper secondary) qualification by 40 per cent;

· promoting effective market-based policies to encourage ICT usage by business and public authorities and its closer integration into business processes; and

· using the Business Resource Efficiency and Waste (BREW) Programme, valued at £284 million over three years from 2005, to create more profitable businesses through minimised waste and more efficient use of materials, water and energy.

Increasing employment opportunity for all

Working towards the aspiration of an 80 per cent employment rate and the aim of employment opportunity for all, including by:

· completing the roll-out of Jobcentre Plus offices in 2006, which successfully combine the delivery of benefits and active labour market support, to around 900 offices in England, Scotland and Wales;

· extending the successful Pathways to Work pilots to one third of Incapacity Benefit claimants by October 2006 in order to help more Incapacity Benefit recipients into the labour market; and

· improving the supply of affordable childcare by extending the network of Sure Start Children’s centres to 2,500 across the country by 2008, rising to 3,500 – one for every community – by 2010; putting a statutory duty on Local Authorities to secure sufficient childcare provision for their community; and offering access to childcare for children aged 3-14, from 8am to 6pm on each weekday throughout the year by 2010.

2006 Annual Report on the UK NRP
The first report relative to the UK NRP has come out.  This is the report prepared by the EU in response to the UK NRP submission.  (Only included data relevant to ASL)  The full report can be obtained here:  http://europa.eu.int/growthandjobs/pdf/2006_annual_report_uk_en.pdf

This is an excerpt from the report.

Employment policies

1.  The UK NRP refers to the aspiration of raising the employment rate to 80% over the long term, but sets no targets for 2008 and 2010. Raising employment is to be achieved through increasing employment opportunity for all, removing barriers to participation and ‘making work pay’. Increasing skills in the workforce, particularly at low and intermediate levels, is identified as key to productivity growth. The UK also recognises other on-going concerns, especially over labour market integration  of vulnerable groups.

2.  Key to achieving this ambitious target for attracting and retaining more people in employment will be the integration into the labour market of vulnerable groups such as incapacity benefit claimants, disabled people, lone parents, some ethnic minority groups, older people and those from areas of high deprivation. Barriers to

participation in work are addressed through individually tailored support to  increase employability and help people find jobs as well as by skills improvement and additional measures to 'make work pay'. As the focus of activation measures shifts to harder to reach groups, success will depend upon ensuring the continued capacity of public employment services to intervene flexibly according to the needs of individuals, in the context of substantial administrative efficiency savings, as well as on the strength of private sector labour demand. In addressing the particularly large number of people inactive for reasons of ill-health or disability, a pilot scheme “Pathways to Work” is showing encouraging results. The scheme combines employment advice, health support and financial incentives to take up work.  Notwithstanding considerable recent improvements in the availability and

affordability of childcare, further progress on both aspects is needed for all parents to have a real choice to work.

3. On adaptability of workers and enterprises, there is a clear commitment in the NRP to drive productivity improvements by addressing skills challenges, particularly for low-skilled adults, and enhancing human capital. Growing emphasis is placed on the responsibilities of employers and individuals to invest in education and training, supported by incentives. The dovetailing of national/regional skills strategies and newly-created Sector Skills Councils will be vital in ensuring effectiveness. Reforms to secondary curricula seek to provide more flexible learning pathways and reduce high levels of early school leaving, to improve qualification levels and eliminate skill mismatches.

4. Overall, the employment approach is well-balanced and focused on achieving results in areas of identified weakness and piloting solutions. Against the background of the already high employment rate of 71.6%, the initiatives to engage various groups in the labour market are likely to make a positive contribution. 

5.  The commitments made in the NRP to address the skills challenge are indispensable in order to improve the situation on the ground. Though concerted efforts have been made to address issues such as the low level of job retention and the working poor through the introduction of the national minimum wage and child and working tax credits, further efforts are still required.
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