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Abstract

The present thesis tries to find an answer to tnestion whether the European Union’s new
growth strategy, the Europe 2020 strategy, can beceassful. The analysis is undertaken
against the background of the Lisbon strategy Bbheope 2020 strategy’s predecessor, which
ended in 2010. The thesis stresses that the Lisbrategy was a failure, mainly due to its
governance framework, which primarily relied on tstdw and voluntary cooperation
between the Member States. Furthermore the théming that the Europe 2020 strategy,
despite strengthened surveillance as compared @¢oLiBbon strategy, is rather a revised
version of the Lisbon strategy than a new strat@ine thesis, in its analysis of the chances of
success of the Europe 2020 strategy, also takesaotount the financial crisis, which, due to
its far-reaching dimension, strongly influences #tetegy in several ways. In consideration
of those aspects the main finding of the thesikasthe Europe 2020 strategy is unlikely to
deliver on its objectives.

key words: Lisbon Strategy 2013, Europe 2020 Stragg, Open Method of Coordination,
growth and employement in the EU

* This paper was submitted in June 2012 as a tliesithe degree “Master of Arts (M.A.) of
the Europa-Kolleg Hamburg / University of Hambusggervisor: Dr Konrad Lammers).

Address:
Lena Hopker
e-mail: lena.hoepker@gmail.com



Study Paper No 4/13

The Chances of Success of the Europe 2020 Strategy
An Analysis against the Background of the Lisbon $ategy

Lena Hopker

Table of contents

[ TADIE OFf FIQUIES ...ttt seeee e s s e e e e e e e e e e e e e eeeeeeseannee 3
[1. LISt Of tADIES ... e 4
[1I. Table of abDreVIatioNS..........cooiiiiiiiiiee e ee e e e s 5
I [ a1 0T ¥ Tt 1 [ o PP PP PPPPRRP 6
2. The LiSDON Srat@gy .......cceuuuiuuiniiiiiieee ettt e e e e e e e e e e e e eaeeaeeaeeeeeeseeeees 7
2.1. Why was the Lisbon strategy Creat@d? .......cc.oooviiiiiiiiiiiieeeeeeeeeeeeeeee e 7
2.2. Instruments and objectives of the LiSDON SYWAL............covviiiiiiiiiiiiiiiie e 11
2.2.1. Implementation MEethOdS ..........ooii e 12
2.2.1.1. EXISHING PrOCESSES ..evvuuuuuuniiiieeeeeeeeeaeaeeeeeeeeeettssnnnnaaasaaaaaeeaaaenaaaaeaeeeeesees 12
2.2.1.2. The Open Method of COOrdiNatioN ... eeeeeeiiiieeeeeiiiiiieeeiiieeee. 13
2.2.2. DIMENSIONS OF FEIOMM ....eeiiiiiii e 15
2.3. The mid-term review and re-launch of the LisBtrategy ..............cccceee e 18
2.3.1. The KOK-REPOIT ... 19
2.3.2. Other experts’ opinions about the Mid-tEBMIEW ..............evvvviiiiiiiiiiiiiiirreer e 21
2.3.3. The Lisbon strategy for growth and jORS...............covviviiiiiiiiiiiiiiierreee e 23
2.4. Performance analysis of the LiShON Strat@gy...........uuuuuummmuiiaeiaaeeeeee e 25
2.4.1. A comparison of goals and aChieVEMENTS..............coeveviveiiiiiriiiriiiiiiiiiereeeeeeeeeeeeeeeees 25
2.4.2. Why has the Lisbon strategy failed? ..., 27
3. The Europe 2020 SIrateQy ......ccoeeveeeeerrermmmmm s eeeeeeeeeeeeeeeeeesssssnnnnaaaeeeeeesasaaaaaaaeeeenees 30
3.1. Objectives of the EUrope 2020 SIrAtEQY s sverrerrrrrrrerrrrrnmnnennnrnnnssnnsnnnnnnssssssrsssssssmmmmmmns 30
3.2. Instruments of the EUrope 2020 Strat@QY.ceeeeerrrrrrrrrrrrrririiiiiiirirnneinneennsinnnnnsssessressrnrnnnen. 31
4. Comparison of the Lisbon strategy and the Europe 22D strategy ..............cvvvvvvnnnnnn. 34
4.1. Differences and similarities between the Lisbtvategy and the Europe 2020 strategy ...34....
4.2. The impact of the financial crisis on the rMegY ..............euvviiiiiiiiiiiiiiiiiceeeeeeeiiieeieeenens 36
4.3. Can the Europe 2020 strategy be SUCCESSIU 2. .vvviiiiiiiiiiiii e 37
ST O] o o] 1§10 o PSRRI 39
V. Table Of ANNEXES ....eeeiiiiiiiiiiiie et a e 41
V. BIDOGraphy .....ooeeiii e 51



Study Paper No 4/13

I. Table of figures

Figure 1: Real GDP growth rate: EU 15 - US (199999) .........ciiiiiiiiiieeeeeeeeeeeeeeeee s e 8
Figure 2: Employment rates EU 15 and US (1990 9)99........cccooeviiiiiiiiiiiiieeeeieeeeees 8
Figure 3 Unemployment rate EU 15 1993 - 2000 bydgen............coovvviiiiiivrernnnineeees e 9
Figure 4 Regional unemployment rates Europe 2QQ0..............ueeiiiiiniinieeeieiiieeeieeeeee. 10
Figure 5: R&D expenditure 1999.........oo i 11
Figure 6: Labour productivity Euro area - US ..........ooooviiiiiiiiiiiiiie e eeeeeeeeeeeeeeeeeeee e 26
Figure 7: Real GDP growth rate EU 27 (2000 - 2010).......ccuuuuuummiiiiaaaeeeeeeeeeeeeeeeeeeeeee 28
Figure 8: Governance of the Europe 2020 Stratgy - .......uuuuueiiiieeeeeeeeeeeeeeeeeevieeeeeeeeeenns 31



Study Paper No 4/13

Il. List of tables

Table 1: Comparison of goals and achievementsyrak@as..............cccceeeeviieeieeeeeeeeeeenn. 26
Table 2: The five headline targets of the Europ202€trategy............uuvvvvreiiiiiieneeeeeeneeens 31
Table 3: The seven flagship INItIALIVES. ... .o 32



lll. Table of abbreviations

BEPG = Broad Economic Policy Guideline
CAP = Common Agricultural Policy
CFP = Common Fisheries Policy

e = estimated

EIB = European Investment Bank
EIF = European Investment Fund
EP = European Parliament

EU = European Union

FSAP = Financial Services Action Plan

HLG = High Level Group

ICT = Information and communication technology
IT = Information Technology

MFF = Multiannual financial framework

NAP = National Action Programme

NRP = National Reform Programme

OMC = Open Method of Coordination

RCAP = Risk Capital Action Plan

R&D = Research and Development

US = United States

SGP = Stability and Growth Pact

SME = Small and medium-sized enterprises
TFEU = Treaty on the Functioning of the Europeamodn

Study Paper No 4/13



Study Paper No 4/13

1. Introduction

In the year 2010 the European Union (EU) initiadedew strategy called Europe 2020. The
goal of this strategy is to become a smart, susitdénand inclusive economy by 2020. The
Europe 2020 strategy is the successor of the Lish@ategy, which was launched in 2000
with the ambitious goal for the European Union tcdime “the most competitive and
dynamic knowledge-based economy in the wotlthy 2010. Due to several reasons, which
will be pointed out in the course of the thesisjsitquestionable whether this goal was
achieved.

Because of the disputable outcome of the Lisbatesiy and in view of the current economic
situation, it is especially crucial that the nevastgy of the European Union is successful and
can deliver a new impetus for economic stabilisatind growth in Europe.

The intention of this master thesis is thereforanalyse with regard to the in 2010 terminated
Lisbon strategy whether the Europe 2020 strategybeasuccessful in turning the European
Union into a smart, sustainable and inclusive eoonby 2020.

In doing so the thesis will first of all presentetliisbon strategy. For this purpose the
strategy’s objectives and instruments, especialéy @pen Method of Coordination (OMC),
which was an important cornerstone of the Lisbaatsgy, will be introduced. Also the
Lisbon strategy’s re-launch, which offered impottarsights in the strategy’s progress, will
be explained. Subsequently the attainment of thelgectives will be critically analysed. If
the result of this analysis should be that the dusbtrategy did not achieve its objectives, the
reasons for this failure will be pointed out. Afterds the thesis will introduce the Europe
2020 strategy and point out briefly its main ohijezs and instruments. In the following part
the Lisbon strategy and the Europe 2020 stratefiyjoericompared. In doing so the thesis will
highlight the main differences and similaritiestioé two strategies and point out whether the
initiators learned from the failure of the Lisbotrasegy. Subsequently, due to its global
dimension and far-reaching consequences, the tigkianalyse the impact of the current
financial crisis on the strategy. Against this bgrckind the chances of success of the Europe
2020 strategy will be examined. Finally the conidaswill point out the main findings of the
thesis.

! European Council, Lisbon European Council 23.034:03. 2000: Presidency Conclusions, March 20863.p
5.
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2. The Lisbon Strategy

The Lisbon Strategy was introduced at the Lisboropean Council on 23 and 24 March

2000. Its overall strategic goal was for the EU leEzome the most competitive and dynamic
knowledge-based economy in the world capable afagable economic growth with more

and better jobs and greater social coheSibg"2010.

2.1. Why was the Lisbon strategy created?

The underlying rationale of EU-wide strategies ltke Lisbon strategy is the existence of
interdependencies. Interdependencies are the neaisom why undertaking reforms in a
coordinated way is more favourable than undertakiregn independentf/Because of them
the EU-wide coordination of national reforms magdeo positive spillover effectswhich
are beneficial not only for the country undertakihg reform, but for the EU as a whole. The
Lisbon strategy was supposed to deliver an ovaaatiework for this coordination.

More precisely it was created because the Europematers decided that Europe needed
economic and social reforms in order to achieveagsusd success in times of globalisation.
They felt that the European economy needed thorangfernisation in order to compete
with the United States (US) and emerging counsieh as Brazil, India and China.

Although the EU’s macro-economic outlook and ecoitoconditions by the end of the last

century were positive (amongst other things thdaiion rate decreased steadily, public
deficits were reduced and interest rates convelgéa@re was evidence for the European
economy being not as dynamic as some of its maompetitors. Indicators in favour of this

were for example GDP growth rates and the employmagas. The EU’'s GDP growth rates
for example have since 1996 consistently been lakagan the US (cf. fig. 1). While the GDP

growth rate in the US was about 4.8 % in 1999 i wa average only about 4.2 % in the EU
15 member states (cf. fig. 1). If one excludesalmdl and Luxembourg from the calculation,
the EU growth rate would only have been at 3.2 %.

2 European Council, Lisbon European Council 23.034:03. 2000: Presidency Conclusions, March 208f3.p
5.

¥ Rosenbaum, E., “Lisbon, Europe 2020, and the @as®oft Coordination in EU Policymaking”, in:
Intereconomics, vol. 45, no. 5, 2010, p. 287.

* Ibid., p. 288

® European Commission, Contribution of the Europ@ammission to the special European Council in Lisho
23 -24 March 2000, p. 5.

® Ireland and Luxembourg had extraordinary growtasaf 10.4 % respectively 8,4 % in 1999.

7
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Figure 1: Real GDP growth rate: EU 15 - US (19901999)

Real GDP Growth Rate EU 15 - US
1990 - 1999
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Real GDP Growth Rate (%)
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Source: OECD, available at: http://dx.doi.org/1@71/272530778260 (May 2012); own calculation and
illustration.

Also the employment rates show that there was & lgag (cf. fig. 2). The employment rate
in the US was about 74 % compared to on averageGhb % in the EU 15 member states
(cf. fig. 2).

Figure 2: Employment rates EU 15 and US (1990 - 199

Total employment rate EU 15 - US
1990 - 1999

wus

Employment rate
% of population
sy
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Year

Source: OECD, available at: http://stats.oecd.od@k.aspx?DataSetCode=LFS_SEXAGE_| R#, (May 2012);
own illustration.

By means of the Lisbon strategy the EU thus watiechtch up with its global competitors
and pave the way for a successful future of theaBtlits citizens.

Before finally adopting the strategy, the Europézaders identified several fields of action
that needed to be modernized in order to closegdpeand use the existing potential for job
creation and higher employment rates.

According to the Commission the EU’s employmentalehad several features. First of all
there was a gender gap (cf. fig. 3). The unemploymate among females was constantly
higher than the male unemployment rate (cf. fig. 3)

8
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Figure 3 Unemployment rate EU 15 1993 - 2000 by gaer

Unemployment rate EU 15 1993 - 2000
by gender
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Source: Eurostat, available at:

http://epp.eurostat.ec.europa.eu/tgm/table.do?adle&init=1&language=en&pcode=tsieb050&plugin=1,
(April 2012); own calculation and illustration.

Another feature was the age gap. In 1999 only 3&86ng the people with an age between
55-65 years were working compared to 57 % in the US

In addition to the gender and age gap the sectenglloyment was not balanced as well.
Compared to the US (54.5 %) there was a very loxellef employment in the European
services sector (39.7 %).

Furthermore regional imbalances within the EU mdrkbe employment deficit. EU
unemployment was concentrated in Germany, Fratadg,dnd Spain with the highest rates in
the south, outlying regions and declining indusair@as (cf. fig. 4).

" Cf. annex 1: Employment rates — EU-US 1999 bygrgep.
8 Cf. annex 2: Employment by sector — EU-US 199 Bétor.

9
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Figure 4 Regional unemployment rates Europe 2000

Unemployment rate, by NUTS 2 regions
% - 2000
Total

L] J i £
Jvalletta g P’

Legend
_log.an0 lap-s= Hse-g1

W=1-125 M iz5-260 1 meas

Minimum value:0.8 Maximum value:26.0

Source: Eurostat, available at:
http://epp.eurostat.ec.europa.eu/tgm/mapToolClds@tab=map&init=1&plugin=1&language=en&pcode=tgs0
0010&toolbox=types#, (April 2012).

In addition to the above-mentioned issues long-tetnonctural unemployment was a pestering
problem. In 1999 about 45 % of the people out ofkmeere unemployed for more than 12

months’ This was partly due to a skill gap, which wascading to the Commission another

feature of the EU’s employment deficit. The gap wapecially perceptible in the IT-sector,

which was an essential part of the knowledge ecoridm

Along with the employment deficit the social deyeieent within the EU was another
challenge. The European leaders feared that, becalushe high unemployment and an
ageing population, the European welfare and persistems were no longer sustainable.

Furthermore the Commission stated that too manyketsrwithin the EU were still
fragmented and that the European economy was dudatofact not dynamic enough.
Attention was especially drawn to impediments irrdpean capital markets and the poor
R&D performance?

° Cf. annex 3: Total & Long-term unemployment EU-1E999.

' European Commission, Contribution of the Europ@ammission to the special European Council in Lisbo
23 -24 March 2000, p. 8.

" European Commission, Contribution of the Europ@ammission to the special European Council in Lisbo
23 -24 March 2000, p. 11.

2 Ibid.

10
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Figure 5: R&D expenditure 1999
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Source: Eurostat, available at:

http://epp.eurostat.ec.europa.eu/tgm/table.do?ahlted& plugin=1&language=en&pcode=tsc00001, (April
2012); own illustration.

In 1999 all EU 15 member states except of Swedeth Einland had a lower R&D
expenditure rate than Japan and the United Stettefsg( 5). Finally the Commission saw an
urgent need for action regarding the European det@cunication infrastructure, particularly
in the field of Internet access and penetratibim 1998 the Internet penetration in the EU 15
member states averaged only about 11 % and theatetl percentage for 2000 was about

24", Although this was already an increase, it was maned to the United States with an
estimated average penetration of about $1\#ry low.

Facing the above-mentioned challenges, the Eurofszaters met in Lisbon on 23 and 24

March 2000 to agree on several instruments anccigs that became known as the Lisbon
strategy.

2.2. Instruments and objectives of the Lisbon sgwat

As already mentioned above, the overarching godhefLisbon strategy was to make the
European Union “the most competitive and dynamiovidedge-based economy in the world
capable of sustainable economic growth with mord &etter jobs and greater social

cohesion®®. In order to reach this ambitious goal the strategs initially based on two main
pillars.

'3 European Commission, Contribution of the Europ@ammission to the special European Council in Lisbo
23 -24 March 2000, p. 12.

14 Cf. annex 4: Internet penetration EU 15 — 199808@

15 European Commission, Contribution of the Europ@ammission to the special European Council in Lisbo
23 -24 March 2000, p. 12.

1 European Council, Lisbon European Council 23.034:03. 2000: Presidency Conclusions, March 2000,
para. 5.

11
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The first pillar consisted in preparing the traisitto a knowledge-based economy and
society, which was to be accomplished by improwimg policies for the information society
and R&D, as well as by accelerating the processrattural reform for competitiveness and
innovation and by completing the internal marKefThe second pillar had as its main
objective the modernisation of the European sotiatlel. In addition to that, the second
pillar aimed at investing in people and combatiagia exclusion® The economic and social
policy strands of the first and the second pillarevsupported by a sound macro-economic
policy mix, which aimed at sustaining a healthyremoic outlook and a favourable growth
prospects? A third, environmental pillar was added to thelds strategy at the Géteborg
European Council meeting on 15 and 16 June 200dssto ensure that the economic and
social dimensions of the Lisbon strategy were peaisin a sustainable w&$.Economic,
social and environmental policies should be ded#h wm a mutually reinforcing way in order
to initialise technological innovation and investihegenerating growth and employment
back then and at the same time guaranteeing gaalityoof life for future generations.

According to these pillars more specified goalsensat up that were to be implemented with
the help of existing processes and the new Opehddetf Coordination.

2.2.1. Implementation methods

Because of the many different policy fields thaé thisbon Strategy covered and the
consequently different legal competences, the lostioategy was to be implemented with a
combination of existing processes and instrumeikis regulations and directives, which are
legally enforceable, and the newly introduced Opkathod of Coordination, which relies on
political will and does not entail legal obligatgnIn this process the European Council was
designated to take over a guiding and coordinatirhg in order to ensure overall coherence
and effective monitoring of progre&sit accordingly decided to meet annually every regyi

so as to report on the implementation, highlighakvesses and give new political impetus.

2.2.1.1. Existing processes

The Lisbon European Council concluded that no neacgsses were needed in order to
implement the Lisbon strategdy.

The existing processes, namely the Broad EconornolcyPGuidelines (BEPGs) and the
Luxembourg, Cardiff and Cologne processes were rdegla as offering the adequate
instruments to implement the Lisbon strategy, sutbge the condition that they were
simplified and better coordinated.

 Ibid.

'8 Ibid.

19 bid.

%0 European Council, Goteborg European Council 15-085.06.2001: Presidency Conclusions, June 2Ci¥4, p
Il.

“ |bid.

“European Council, Lisbon European Council 23.034:03. 2000: Presidency Conclusions, March 200@G.pa
36.

2 |bid. para. 7.

2 |bid. para 35.

%5 European Council, Lisbon European Council 23.034:03. 2000: Presidency Conclusions, March 2000,
para. 35.

12
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The BEPGs are a set of recommendations given ybgriyie Council in order to guide the

economic policies of the Member States and the’€The Luxembourg process, also known
as the European Employment Strategy, focuses odogment. It consists in drawing up

annual employment guidelines, national employmetioa plans and a joint employment
report?’ The BEPGs and the Employment guidelines are thealdreaty-based instruments
for coordination regarding economic and employmeaties. They are based on Art. 121
TFEU and respectively Art. 146 TFEU.

While the Cardiff process emphasised the necessitpordinate structural reforms to foster
growth and employment and relied on the exchangbest practices and national action
plans®, the Cologne process set up a macroeconomic dialodiere representatives of the
Council, the Commission, the social partners amrdBbropean Central Bank should interact
in a mutually supportive way so as to increase egmént and growth while maintaining
price stability?®

2.2.1.2. The Open Method of Coordination

In addition to the above-mentioned existing proesgbe Lisbon strategy introduced a new
policy instrument called the Open Method of Cooatiion. Although it was formally
introduced at the Lisbon summit for the first tinits, roots date back to the year 1997 when
the special European Council of Luxembourg regardie European Employment strategy
was prepared. Because of difficulties in adoptinggaanmon target for unemployment
reduction and the high political pressure regardimg sensible topic the involved parties had
to find an alternative to a common tardfeAs a consequence the European Council adopted
common qualitative guidelines that were later ompliggd by the Member States taking
account of their national characteristics.

The Lisbon European Council three years later iaffic introduced the Open Method of
Coordination in order to facilitate the implemerdat of the strategic goals of the Lisbon
strategy and “to help Member States to progressidelvelop their own policies® In
addition to this reasoning another cause for th@duction of the OMC could have been the
reluctance of the Commission “to initiate contrerar new legislation that might provoke a
backlash from some of the large member stateé$te main reason for the introduction of the
OMC though was probably absence of competencebeoElU in several important policy
areas, e.g. labour markets, taxation and sociakised”

%6 Craig / De Burca, EU Law, p. 708.

?’Europa, Summaries of EU legislation, The birthhef European Employment Strategy: the Luxembourg
process (November 1997).

28 Cardiff European Council, 15.06. — 16.06.1998sRiency Conclusions, para. 11.

29 European Council, Cologne European Council 3 e Ji999: Conclusions of the Presidency, para 5 + 6.
% Rodrigues, J. in: M. Télo “L’evoluzione della gomance europea” special issue of “Europa/Europein&®
no 2-3, 2001, p. 99.

! pid.

%2 European Council, Lisbon European Council 23.034:03. 2000: Presidency Conclusions, March 2000,
para. 37.

* Hix / Hgyland, The Political System of the Europésnion, p. 202.

% pisany-Ferry, J., CESifo Forum 2/2005, p. 23.
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Regarding the elements of the OMC, several speddatures were mentioned in the
presidency conclusions of the Lisbon summit. Fafsall guidelines for the Union together
with specific timetables that indicated when thepextive goals had to be achieved, were
developed® Secondly, as a means of best practice, quangtatid qualitative indicators and
benchmarks, which allowed a comparison with leadiogntries, were, where possible,
established® Setting specific targets and adopting measures tifamslated those European
guidelines into national and regional policies, haccount was taken of national and
regional diversitied’ Finally the progress in achieving the set targets monitored,
evaluated and reviewed periodically as a jointrieay process® Depending on the respective
policy field, the nature of the above-mentioned kgments can vary and encompass a range
of sub-element?’

The Lisbon Summit conclusions stated that the OM@ukl be applied in the policy areas of
information societ$f, research and innovatitn enterprise policl? and social inclusic. In
addition to the above-mentioned areas the OMC oCQike processes have been used since
then in the field of economic policy coordinatigmensions and health céfe.

It should be introduced as a decentralised appra@mhwould be applied in line with the
principle of subsidiarity, meaning that all relevastakeholders are actively involv&d.
Because of its move away from central, top-downegowmg and prescriptive policies and its
flexible and open design, the OMC was seen as afoiewof governancé® Another feature

of the OMC, which distinguishes it from the usuainis of EU-governance, was the absence
of legally enforceable or binding norfisThe differences of this new approach can be well
demonstrated by a comparison of the Single Markegfa@mme from 1985 and the Lisbon
strategy from 2006° Objectives, means and instruments of the two egies differ
significantly. Whereas the Single Market Progranirad narrow objectives, clear means and
effective instruments at the EU level, the Lisbtnategies’ objectives are broader, the means
are softer and the instruments mainly lie at thenal level?®

Notwithstanding the positive aspects of the OMQ@eg Ithe mutual learning process, the
consideration of the principle of subsidiarity amidnational diversities, the OMC should be

% European Council, Lisbon European Council 23.034:03. 2000: Presidency Conclusions, March 2000,
para. 37.

% |bid.

¥ |bid.

% European Council, Lisbon European Council 23.034:03. 2000: Presidency Conclusions, March 2000,
para. 37.

%9 Craig / De Burca, EU Law, p.164.

“0 European Council, Lisbon European Council 23.024:03. 2000: Presidency Conclusions, March 2000,
para. 8.

“LIbid., para 13.

“2|bid., para 15.

3 bid. para 32.

44 Craig / De Burca, EU Law, p. 166.

“> European Council, Lisbon European Council 23.024-03. 2000: Presidency Conclusions, March 2000,
para. 38.

“% Craig / De Burca, EU Law, p.166.

" bid.

“8 Sapir et al., An Agenda for a Growing Europe — Sagir Report, p. 104.

“9 Sapir et al., An Agenda for a Growing Europe — Sagir Report, p.105. and cf. annex 5: The Singhekeit
and Lisbon compared.
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used as an intermediate instrument in combinatidh wther available methods reaching
from integration to harmonisatiofl.

2.2.2. Dimensions of reform

The Lisbon strategy comprised a wide range of difiegoals and measures. In the following
part the most important ones will be briefly intuogd so as to gain a good overview of the
main goals and measures of the strategy. Theyrasemted accordingly to the sections of the
79 structural indicators, which were developed teasure the strategy’s progréssihose
sections are the field of economic performancefitid of employment, the field of research,
innovation and education, the field of economicoref, the field of social cohesion and
finally the field of environment.

The field of economic performance did not compspecific targets but was nevertheless
regarded as important, because a healthy econoatkglound was perceived as the
prerequisite for a successful implementation of thebon strategy. Hence the Lisbon
approach implied that the Member States shouldefeghe tax pressure on labour and
increase the incentives of tax and benefit systasnegards employmetft Furthermore the
Member States’ budgets should be kept close tonbalan order to ensure long-term
sustainability of public finances and public expéme should be redirected in order to focus
on physical and human capital accumulafibAn average growth rate of 3 % per year was
expected in case the Lisbon measures were appb@thst a sound macro-economic
back%gouncf.“ Particularly the Cologne process should contribioi@ards reaching these
goals:

In the policy field of employment the Lisbon stigyeasked for an active employment policy
within the framework of the Luxembourg process, ato strengthen employment and
consequently reinforce the sustainability of theiaoprotection systen®. The Lisbon

Strategy in combination with the employment guides of the Luxembourg process mainly
aimed at full employment, improving quality and gwaetivity at work and strengthening
social cohesion and inclusidh.More precisely the objectives consisted in atingcmore

people in employment via pension reforms, activehag strategies, improving childcare,
minimizing gender gaps in pay, making work pay bgdeducing the informal economy and
undeclared worR® In addition to that the adaptability of companiasd workers to

technological change and global competition shdddmproved as well as flexibility and

* Rodrigues, in: M. Télo “L’evoluzione della govent europea” special issue of “Europa/Europe”, Rate
2-3, 2001, pp. 104.

*1 For the complete list of the 79 structural indicatsee the Eurostat webpage:
http://epp.eurostat.ec.europa.eu/portal/page/gsiriactural_indicators/documents/Structural%20iathcs.pdf,
(May 2012)

*2 European Council, Lisbon European Council 23.034:03. 2000: Presidency Conclusions, March 2000,
para. 23.

>3 European Council, Lisbon European Council 23.034:03. 2000: Presidency Conclusions, March 2000,
para. 23.

> |bid., para. 6.

%5 |bid., para 23.

%% |bid., para. 28.

*" Council Decision of 22 July 2003 on guidelinestfte employment policies of the Member States
(2003/578/EC), p. 17.

*Commission staff working document, in support & thport from the Commission to the Spring European
Council, 22-23 March 2005, January 2005, p. 12 f..

15




Study Paper No 4/13

security in the labour market via part time andtrast employment’ The Lisbon strategy
also aimed at improving the mobility of workers mforming the occupational pension’s
rights, by introducing a European Health InsuraBGeed and by ensuring more transparency
of qualifications’® Detailed targets were amongst others the increfee total employment
rate to 76(2 % by 2010 and to increase the numbemoaien in employment to more than 60 %
by 2010:

As the strategic goal of the Lisbon strategy sayg, of the key objectives of the strategy was
the transition towards a knowledge-based socielye main elements of this aspect of the
strategy were research and innovation, the estaiat of an information society and
education and training.

In the field of research and innovation the overanrg goal was to establish a European Area
of Research and Innovatio®® The Council highlighted in particular the need hetter
integrate and coordinate the research activitiethefMember States and the necessity to
ensure that research and innovation is appropyiatstarded in Europe in order to make
Europe attractive for research talefité\lso private research investment, R&D partnerships
and high technology start-ups were supposed toupposted by improving the respective
environment. Specific targets in this field were @doption of a Community patent by the
end of 200%* and the increase in R&D spending up to 3 % of GIDf 2010.%°

As regards the information society this aspect divskl the expected growth potential of the
information and communications technology (ICT). eTHCouncil stressed that an
“inexpensive, world-class communications infrastmue™® must be available for businesses
and citizens together with the respective skilld #re regulatory framework to make efficient
use of Europe’s e-potenti#l. In addition to that the Council wanted to enstnat Europe
maintained its leadership in key technology afé&pecific targets included that all schools
were to be connected to the Internet by the end06fL and that Member States ensured
electronic access to general public administragiervices by 2003*° So as to be able to
participate in the knowledge-based economy, then€Cibemphasised the necessity to offer

learning and training opportunities to differenget groups.

The three main aspects of education and traininge wiee development of local learning
centres and partnerships, the promotion of newcbakills, especially in the field of

information and communication technology, foreigmmduages and entrepreneurship and
greater transparency of qualificatioflsAnother important target in this field was the

*|bid. p. 13 f.

% bid., p. 14.f.

®1 European Council, Lisbon European Council 23.034:03. 2000: Presidency Conclusions, March 2000,
para. 30.

%2 |bid., para 12.

®3 |bid.

% Ibid., para 13.

% European Council Barcelona, Conclusions of theiBlemcy, 15 and 16 March 2002, para. 47.

% European Council, Lisbon European Council 23.034:03. 2000: Presidency Conclusions, March 2000,
para. 9.

*"|bid., para. 9, 10.

% European Council, Lisbon European Council 23.034:03. 2000: Presidency Conclusions, March 2000,
para. 10.

% bid., para. 11.

O \bid., para. 25, 26.
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promotion and facilitation of mobility for studenteachers and training and research staff.
"In order to achieve these goals the Council askedMember States for a considerable
increase in annual spending for human resoufcesaddition to that the Council intended to

decre7asse the number of 18 to 24 year olds who loae lower-secondary level education by
50 %.

The dimension of economic reform of the Lisbontsigg contained the creation of a friendly
environment for businesses, reforms of the intenmaket, especially as regards services, and
better access to finance via efficient and integgtdinancial markets. Relating to the creation
of a friendly environment for businesses the Cduhad particularly the SMEs in mind,
because especially those enterprises suffer francdist of doing business and unnecessary
administrative burden$. By reducing these burdens the Council intendetetaler the EU
economy more competitive and dynamic. Moreover @maincil planned to award more
European Investment Bank (EIB) and European Investnrund (EIF) funding towards
business start-ups, high-tech firms and micro-enisgs’> In the field of the internal market
one of the main goals was to facilitate the freevemoent of services. Therefore the
Commission proposed, in line with the Lisbon sggie objectives to boost growth and
employment, a services directive in 2004, whicheadnat providing a legal framework so as
to eliminate the impediments to cross-border tradservices® Furthermore the Council
intended to complete the internal market in thesref gas, electricity, postal services and
transport.” Additionally the strategy called for an intensifiapplication of competition rules
and a reduction of the general level of State aidas to ensure a level playing fiéfd.
Specifically the Cardiff process was intended tmtgbute by coordinating the structural
reforms and by developing structural performanadicators’® In order to ensure a better
allocation of capital and to reduce at the same iis1cost, the Council integrated the goal of
efficient and transparent financial markets inltfgbon strategy*® The two main elements of
the financial market integration were the Finan8alvices Action Plan (FSAP), which was
to be implemented by 2005 and the Risk Capital dkctiPlan (RCAP), which was to be
implemented by 200%. The FSAP was developed in 1999 in order to craatimgle market
for wholesale financial services, to establish oped secure retail markets, to strengthen the
rules on prudential supervision and to improve deaeral conditions for a single financial
market®” The RCAP was created in 1998 so as to contribuel creation by promoting

" |bid., para 26.

2 1bid.

" Ibid.

" bid., para. 14.

"5 European Council, Lisbon European Council 23.034:03. 2000: Presidency Conclusions, March 20863 p
15.

8 European Commission, Proposal for a directiveheffuropean Parliament and of the Council on sesviit
the internal market, March 2004, para.1.

" European Council, Lisbon European Council 23.034:03. 2000: Presidency Conclusions, March 2000,
para. 17.

8 Ibid.

" bid., para 18.

8 |bid., para. 20.

8 |bid., para. 21.

82 Commission Com. of 11 May 1999: "Implementing trenfework for financial markets: action plan” COM
(1999 final) 232, p. 22-31.
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equity financing to small and medium-sized entsgsi(SMES) and high-growth companies
via risk-capital market&®

The dimension of social cohesion mainly consistédhe objectives to modernise social
protection and to promote social inclusion. Thedpaean social model, especially pension
and healthcare systems, needed to adjust to ndlemipes, mainly the challenge of an ageing
population. Therefore the Council aimed at adaptheg systems of social protection to an
active welfare stat¥ Regarding social inclusion one of the main goéithe Lisbon strategy
was to reduce the number of people living in povest enabling all members of the society
via improving their skills, promoting wider acces knowledge and opportunity and via
fighting unemployment, to participate in the knosde-economy® The EU’s Structural
Funds%were supposed to complement the Member Sédfed in this field at Community
Level.

The environmental dimension was added to the Lissicategy at the Goteborg summit in
2001 and provided for an inclusion of environmergapects in practically all EU policy
fields®’ The priority areas of this dimension were climettange, transport, public health and
natural resource®.As regards climate change the EU committed itse$iignificantly reduce
greenhouse gas emissions as declared in the Kyaottodel by 2005 and to increase the
percentage of renewable energy in gross electriciigsumption to 22 % by 20%9.
Concerning the area of transport the target ofGbancil was to decouple transport growth
and GDP growth by promoting the use of rail, wated public passenger transprtn the
area of public health the Lisbon strategy aimedeaponding to citizens’ concerns about
issues regarding amongst others the quality of fmothe use of chemical$.Finally in the
area of natural resources the Council called feustainable use of natural resources and set
the goal to stop the loss of biodiversity by 281 &specially the Common Agricultural Policy
(CAP) and the Common Fisheries Policy (CFP) shoafttribute to these goals.

2.3. The mid-term review and re-launch of the Lisktrategy

Five years after its establishment the Europeam€lbteviewed the Lisbon strategy. It was
apparent from the evaluation of the structuralgatbrs that the performance of the strategy
compared to its goals was weak. Consequently thm€llorefocused the strategy’s objectives
and re-launched it with the new subtitle “Workirmmgéther for growth and jobs”. In addition
to the, on the behalf of the Council, prepared repy the High Level Group (HLG), the so-
called Kok-Report, many experts commented on tia¢hén, poor performance of the Lisbon
strategy. The following section will shortly preséhe main findings of the Kok-Report and

8Commission Com. of 31 March 1998.“Risk Capital: Ayto Job Creation in the European

Union* SEC(1998)552 final, p. 1.

8European Council, Lisbon European Council 23.03.62 2000: Presidency Conclusions, March 200@G.par
31.

®lbid., para. 32.

®bid., para. 33.

87 European Council, Géteborg European Council 15-085.06.2001: Presidency Conclusions, June 2Ci¥4, p
32.

#lbid., para. 27.

®Ibid., para. 28.

% European Council, Géteborg European Council 15-065.06.2001: Presidency Conclusions, June 20dra, p
29.

°% |bid., para 30.

2 |bid., para. 31.

* Ibid.
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other experts’ opinions and then introduce the mnmaadifications of the re-launched Lisbon
strategy.

2.3.1. The Kok-Report

At the Spring European Council in Brussels in 2G84 Commission was assigned to
establish a High Level Group, which was supposegr&pare a report for the mid-term
review of the Lisbon strategy. The group was ledMiyn Kok the former Prime Minister of
the Netherlands and consisted of 13 experts frdferdnt Member States. The task was to
independently review the progress of the strategg # identify measures that would
contribute to achieve the Lisbon objectives by 281The HLG published its report in
November 2004, the main message being that thexahient of all the set goals of the
Lisbon Strategy by 2010 was practically impossibl&he main reason for this, as identified
by the HLG, was the lack of determined politicali@t by the European institutions and the
Member State¥® Additionally the report stated that the agenda wasrloaded, that the
coordination was poor and that the priorities weneflicting®’ “The problem is, however,
that the Lisbon strategy has become too broad taurmerstood as an interconnected
narrative. Lisbon is about everything and thus almthing. Everybody is responsible and
thus no one’®

The HLG specified in its report that while theresHaeen some progress as regards the
employment objective and the spread of ICT andrete use, the performance in the
remaining domains has been disappointthdlthough the HLG considered that external
factors like the implosion of the stock market blebim the US in 2000 and the following
economic downturn or the terrorist attacks of 09fggatively influenced the economy and
consequently the implementation of the Lisbon et the group insisted that “many
Member States have not taken the execution angedglof the agreed measures seriously
enough™® Nevertheless the HLG was of the opinion that thieatives of the strategy were
still valid and that, despite the, until then, pgarformance, the Lisbon strategy was not
over-ambitious® The HLG saw the EU confronted with three, not neeeable, challenges
that made successful implementation as urgentfasebe

To begin with, the competition with the US, Chinadandia was growing. In addition to
lower growth of labour productivity per hour as mgathe US due to lacking investment in
R&D and a slow rate of ICT diffusidff, the Chinese economy was catching up quickly, also
in high value-added goods, and India was especiallythe services sector a strong
competitor'®® The second challenge identified by the HLG wasriml. The low birth rates

% European Council, Brussels European Council, 25-3%.03.2004, Presidency Conclusions, para. 48.
% Report from the HLG chaired by W. Kok, “Facing ttteallenge — The Lisbon strategy for growth and
employment”, Nov. 2004, p. 11.

% bid., p. 6.

7 |bid.

% Ibid., p. 16,

% Ibid., p. 11.

1% pid., p. 9 f..

101 1bid., p. 11.

102 Report from the HLG chaired by W. Kok, “Facingtthallenge — The Lisbon strategy for growth and
employment”, Nov. 2004, p. 15. and cf. annex 6:\@hoof Labour productivity per hour (moving averafs)
- US.

193 hid., p. 12.
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and higher life expectancies were threatening tiasability of the European welfare
systems, in case the employment rate, especiallgléier workers, could not be increaséd.
The third challenge was the one of the Easternrgetaent. While the EU population had
increased about 20 % the GDP had only done so twytd&h%, which made the achievement
of the Lisbon targets even more diffictlt. Also the enlargement did not influence GDP per
capita, employment rates and R&D investment rapsitipely°®

As an answer to these challenges and the poorrpafwe the Kok-Report identified five
priority areas for a renewed Lisbon strategy, ngrtie realisation of the knowledge society,
the completion of the internal market, the righinelte for entrepreneurs, an inclusive labour
market and environmental sustainability, which wseu@posed to be supported by growth-
enhancing macroeconomic polici®.In order to make the Lisbon strategy deliver thakK
Report essentially recommended to refocus its gligss on growth and employment, not
meaning that the objectives of social cohesion khbe abandoned, but “in order to underpin
social cohesion and sustainable developm&htievertheless the report mainly emphasised
economic aspects. Social cohesion and environmasiacts have been disregarded to a
wide extent.

But more important as the key recommendations gifi@neach of these areas, which
basically re-directed the focus on certain objegiand measures already known, were the
recommendations given for the governance framewbtke Lisbon strategy.

As already mentioned above the HLG saw the lackoofimitment and political will as the
main reason for the slow progress of the Lisbomatsgyy. For this reason the report
recommended a more active role for the presidehe@fCommission who should drive the
strategy forward®® Another important recommendation was that all eftaliders, especially
national parliaments, citizens and social partngnsuld be better involved in the process of
implementation so as to increase the ownershipuadédrstanding of the strategy and in order
to put more pressure on the national governmeftsturthermore the HLG proposed that
two-year national action programmes, about hownplément the strategy’s guidelines,
should be developed to increase transparéficyhe National Action Programmes (NAPS),
taking into account the principles of the BEPGs antployment guidelines, should then be
evaluated and reinforced at EU level, again todase pressure on the governméttsn
order to guarantee consistency and coherence tholgHLG recommended to first of all
revise the BEPGs and employment guideliff&sThe group attested that they were at that
time seen as “two separate worltf” In addition to better coherence of the polictes, HLG
also demanded more coherence for the institutimesning that the EP should be enabled to

194 1bid. p. 13.
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control the process and the work of the CommisSidrFurthermore the Kok-Report advised
the Council to better align the EU-budget to thgyets of growth and employment so as to
reflect the strategy’s prioriti€s® Of course also the OMC, as one of the cornerstohése
Lisbon strategy, was analysed by the HLG. The ou&aevas that the group evaluated the
OMC, as it was used until then, as ineffectiteAccording to the Kok-Report this was
mainly due to the lack of peer pressure, becausteothigh number of indicators, which
rendered the process of evaluation inconclu§i¥@he HLG proposed to only use 14 targets
and indicators so as to increase the peer pressurdo introduce league tables as part of a
process of “naming, shaming and famifi¢f’ But not only the OMC was criticised. Also the
Community method did not deliver satisfying resitisthe HLG, due to the high number of
not or wrongly transposed directiv8.The final recommendation of the Kok-Report for the
amendment of the Lisbon strategy’s governance fwarke was to improve the way the
Commission communicates with the European publiasto ensure that the relevant people
understand and support the EU’s approach. “The rieedeform has to be explained
especially to citizens who are not always awaréhef urgency and scale of the situation.
‘Competitiveness’ is not just some dry economicigatbr that is often unintelligible to the
man in the street (..}

2.3.2. Other experts’ opinions about the mid-teemaw

In addition to the Kok-Report also other expertsnotented on the progress of the Lisbon
strategy. All of them agreed that the performance far was weak and far behind
expectations? They had however to some extent different explanatand solutions for this
situation.

Pisany-Ferry was of the opinion that the usuallytiomed reason, meaning the high number
of objectives and indicators, was not sufficienetplain the slow progress® He held that
the lack of incentives, in terms of positive crbsseder externalities and pressure from voters,
with regard to the coordination of Member Statésrras within the EU, was the main reason
for the weak performancé? Positive cross-border externalities of supply-sieierms, like
reforms to decrease structural unemployment, heeargre in most cases not as obvious as
those of demand-side reforms and therefore the Menfitates have no interest in
coordinating them” Regarding the lack of pressure from the publiafgried that within the
EU the complexity of factors, which influence thesess of reforms, impedes the ability of

15 Report from the HLG chaired by W. Kok, “Facing itteallenge — The Lisbon strategy for growth and
employment”, Nov. 2004, p. 42.
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voters to compare the performance of their respeabvernment®® Additionally he held
that another impediment to this ability is thatarst do not have enough information for
appraising the trade-offs of structural reforffisApart from the lack of incentives another
reason for the weak performance was according o that due to the constraints of the
Stability and Growth Pact (SGP) governments coutl compensate short term costs of
structural reforms and were therefore, especiéltijgy were politically motivated, reluctant
to undertake these reforrf8.Pisany-Ferry’s recommendations were thereforeely firstly
on reform coordination only in fields that causesifwe cross-border externalities, like
research, and to support the coordination via thebHdget:?® Secondly he recommended
that, especially within the Eurozone, structuratl anacroeconomic reforms and policies
should be better coordinated so as to ensure comepigry effect$>

Tabellini and Wyplosz were of the opinion that thain reason for the failing Lisbon strategy
were the objectives. They argued that the Lisbostesgy’s objective was too ambitious and
that it was failing, because neither party took dhgective seriously>! Another reason was
according to them that while setting up the quastibbjectives no account was taken of the
different initial bases and capabilities of the MmEmnStates to meet thelif. Additionally they
criticise that the objectives are about outcomesraot about policy measures, which makes it
difficult to evaluate whether the Member States md show enough effort in implementing
or whether the effects of the implemented policiesunsatisfactor}y’® Furthermore they saw
another reason for the weak performance in the highber of different structural indicators,
which induced the Member States, knowing that tmeyunable anyway to fulfil all of them,
to choose the ones that are easy to comply Witiabellini and Wyplosz due to these
reasons recommended to focus on two broad polegsamamely the single market and the
labour market, and to review the respective meaasely the OMC and the Community
method*® They proposed to increase the enforcement powfeifseoEU institutions in the
field of the single market so as to strengtherrthesition and ensure progre$¥ According

to them peer pressure on EU level was not suffidierensure implementation by Member
States, because national lobbies of firms or eng@syof public institutions were the main
opposition to national reforms and have more pogvenational level than on EU level to
influence policymaker§®’ In contrast they favoured the OMC in the fieldlathour policy,
provided that the number of objectives was redubedause here only a national policymaker
could handle the specific, politically sensitivecpkarities'**Additionally they argued that
the peer pressure must be shifted to pressure fr@mpublic opinion, for instance by
requiring the Commission’s progress reports to iseussed by national parliaments, because
politicians’ actions were strongly influenced byters’ opinions->*
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While Sapir in his report generally supports thgeotives of the Lisbon strategy, he also
criticises the governance methdd$in the first four clusters of his agenda he conéd the
basic principles of the Lisbon strategy, namelyt tihe single market has to become more
dynamic, that the investment in knowledge mustrimeeiased and that the macroeconomic
framework must be improved! He additionally emphasised that in view of theaegément
the policies for convergence and restructuring mbet redesignetf? Regarding the
governance framework he stressed though that thexe a gap between the strategy’s
objectives and the means to implement tf&hiie therefore demanded in his agenda that the
means needed to be become more effective andhin&W budget should be reformed so as
to support the strategy’s objectiv¥8.More precisely he recommended with regard to the
Lisbon strategy that the scope of the OMC shoulddbecused to areas where the EU only
has a supporting part and that its implementatimukl be strengthened, especially in terms
of assessment of the Member States relative pesiocei*®> Secondly he recommended that
the EU should use incentive-based methods in fieldere there is a rationale for it like
research and education in order to support the MerShates efforts*® Thirdly he argued
that the EU should, with regard to the compliantéMember States with the goals of the
Stability and Growth Pact, consider the purposaddfitional expenditures of Member States
in case these expenditures are growth-enhancingassdo circumvent this conflict of
objectives™*’ Regarding the budget he suggested two measuresein of the Lisbon
strategy’s growth objective. He recommended firstlyestructure the EU budget into three
funds, namely a fund for R&D, a convergence fund arfund for economic restructuring.
Furthermore he suggested cutting the expenditur@adoculture so as to be able to spend
more for growth-enhancing measutés.

Although the explanations of the above-mentiongaees are to some extent different, their
common denominator is the criticism of the govengaftamework. Whether the re-launched
Lisbon strategy for growth and jobs took accountto$ criticism will be analysed in the
following subchapter.

2.3.3. The Lisbon strategy for growth and jobs

In March 2005 at the Spring European Council ind3als the European leaders evaluated the
results of the Lisbon strategy since 2000 as “mixéliConsequently they decided to re-
launch the strategy with a central focus on groarid employment, as the Kok-Report had
suggested® The re-launch was supposed to concentrate orolosving three areas, namely
knowledge and innovation, making Europe a bettacglo invest and work and growth and
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employment for more social cohesibA.Besides the shift away from the areas of social
cohesion and sustainable environment to an inadeés®us on the economic aspects, as
already emphasised in the Kok-Report, the objestiegnained practically unchanged. The
influence of the Kok-Report was obvious as welthe Commission’s communication to the
Spring European Council where the Barroso Commissiainly adopted the findings of the
Kok-Report regarding the reasons for the weak perdmce'>* The renewed Lisbon strategy
was therefore supposed to build on three centnatejats, namely more focus on the basic
policies, more support and ownership of the stsategd a simplified and streamlined
process>* These central concepts were to be supported ydapted stability and growth
pact and by the EU budgkef.

So as to increase the ownership of the strategyksadn order to simplify and streamline the
implementation process, a modified governance ambrowas introduced. Based on a
strategic report by the Commission, which shouldphbélished in a three-year cycle and
establish the political guidelines for the econgnsiacial and environmental aspects of the
strategy, and on a set of integrated guidelinesclwshould ensure consistency of the BEPGs
and the employment guidelines, the Member States sugpposed to develop national reform
programmes>® The integrated guidelines covered macroeconomiicro@conomic and
employment guidelines and were composed of twemty-fuidelines altogether. The national
reform programmes should be developed together wiithstakeholders at national and
regional level so as to ensure ownership and tegitiy of the strategy’ Furthermore the
national reform programmes should guarantee thaduat is taken of the different situations
of the Member States® Alongside the national programmes the Commissies supposed
to develop a Community Lisbon programme, which $hadentify the necessary actions to
be taken at EU level and additionally ensure poliopvergencé>® The national reform
programmes were at the same time designed to betoenenajor reporting tool for the
Member States so as to simplify their yearly reipgriprocess® Up to then the Member
States had to prepare about ten annual reportsgchwimvolved a high administrative
burden'®* In addition to these reports of the Member StdtesCommission should establish
a yearly report on the implementation progress bnse basis the Spring European Council
should decide on modifications of the integrateiiglines*®* The Commission measured the
progress on the basis of the 14 structural indisats proposed by the Kok-ReptAt the
end of the three-year cycle all programmes shoelddviewed and a new three-year cycle
should start, based on a new strategic report ®yCtimmissiort®* Since 2007 the Council
additionally adopted country specific recommendsjo which were based on the
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Commission’s assessment of Member States progmessrds their national reform
programmes, so as to point to poor performancecandentrate on main reform prioriti&s.

In addition to the already mentioned purposes rinislified approach intended to define the
role of the European Council and the Commissionenatgarly. While the European Council
had the guiding role and responsibility and detaadiaccordingly the general guidelines, the
Commission ensured consistency at EU level anduated the progress of the strategy. The
Member States had due to the national reform progras clearer input and could not blame
their poor performance on the complexity and stedidation of targets.

The re-launch of the Lisbon strategy was in geneeglarded doubtfully. According to
Collignon it was “less but the sant&® and also Pisany-Ferry and Sapir doubted thatethe r
launched strategy could succe&tA reform or improvement of the OMC for instancs,the
Kok-Report, Sapir and others had strongly suggestexs neither in the Commission’s
communication nor in the presidency’s conclusiompliekly mentioned. Furthermore the
incentives for Member States to undertake struct@f@rms, as proposed by Pisany-Ferry
and Sapir, were not enhanced. Although some impnew¢s regarding the focus, the number
of indicators and the reporting procedures weres timroduced with the re-launch, some
major points of criticism were not amended.

2.4. Performance analysis of the Lisbon strategy

The Lisbon strategy was established with an amistigoal. The evaluation ten years later
was more or less sobering. The following sectioli amalyse the main outcomes of the
strategy and highlight the main reasons for thisame.

2.4.1. A comparison of goals and achievements

When comparing the main goals and the actual owsoaf the Lisbon strategy one can
clearly say that the Lisbon strategy has failedn@&lof the quantified targets as regards the
areas of economic performance, employment, researdhinnovation, social cohesion and
sustainable development has been reached. Thegav&BP growth rate has stayed far
behind the target (cf. table 1), which hasn’t m#ue achievements of the remaining targets
easier. Also the targets for overall and femalewa#i as the employment rate for older
workers have not been reached (cf. table 1). Tlkeadipg on R&D could only be increased
slightly compared to the initial value of 2000 aadtill 1 % lower than planned (cf. table 1).
Also in the area of social cohesion, although nangified target was set, no progress could
be observed. The rate of people living at risk ofegyty after social transfers remained the
same since 2005 (cf. table 5. Finally the goal of 22 % for electricity generatérdm
renewable sources was missed as well (cf. table 1).

185 European Council, Council Recommendation of M&€2007, Official Journal of the European Union,
03.04.2007.

186 Collignon, S., ,The Lisbon Strategy, Macroeconoftability and the Dilemma of Governance with
Governments®, in: International Journal of Publai&y, Vol. 3, Nos. 1/2, 2008, p. 3.

187 pisany-Ferry, J. / Sapir, A., “Last Exit to LisBpBruegel Policy Contribution, 2006, p. 13.

188 o data available before 2005.
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Table 1: Comparison of goals and achievements in kereas

2088 Target G

: , (initial 2010 ap

EU 27 - key figures value) (%) 2((())/0]).0 (p(;roci?]?st?ge
(%)

AVEIaOEIGDRRGIOWE 5 o (160 (300  |-1.38
rate
g‘t’eera" employmen 5> 5o |64.10 |70.00  |-5.90
r':aet;“a'e employmel 53 7o 5820  |60.00  |-1.80
Employment rate fo
older workers (55 |36.90 46.30 50.00 -3.70
64)
R & D spending o
GDP 1.86 2.00 3.00 -1.00
People at risk o
poverty after socig16.4 16.40 i i
transfers (% of totg (2005) :
population)
Electricity generate 18.2
from renewabl¢ 13.60 (2609) 22.00 -3.80
sources
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Source: Eurostat, available at: http://epp.eurestauropa.eu/portal/page/portal/structural _indicdindicators,
(May 2012); own illustration.

Especially the low progress in the R&D sector hastibuted to the fact that the EU could
not close the productivity gap with the US, whiclhswone of the major reasons why the
Lisbon strategy was launché&d. Particularly the performance of the Euro area wash

lower than the US’ (cf.

fig. 6).

Figure 6: Labour productivity Euro area - US
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189 Cf. annex 9: Labour productivity per employee EX-2US (1999 — 2010).
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Source: OECD, available at: http://stats.oecd.odgk.aspx?DataSetCode=PDYGTH, (May 2012); own
illustration.

The Commission’s own assessment nevertheless vaas'thie Lisbon Strategy has had a
positive impact on the EU (...} The evidence for progress mentioned by the Conioniss
was relatively vague though. According to the Cossioin positive aspects were that the
Lisbon strategy has helped to build consensus antlomgviember States about necessary
reforms'’* Additionally the Commission mentioned that “targitbenefits”, like increased
employment, more dynamic business environment, raboéce for consumers and a more
sustainable future, have been delivered by theonsstrategy.’> The Commission itself
limits this statement in the following sentencetistp that “it is not always possible to
demonstrate a causal link between Lisbon refornts gtowth and jobs outcomes (..}?
Furthermore the evaluation paper of the Commispasitively highlights that the partnership
approach introduced in 2005 has improved the coabip® and the division of

responsibilities between the EU and its MembereStat

Of course it would be wrong to say that the Liskstrategy has not fulfilled any of its
commitments, but nevertheless the overarching gbéhe Lisbon strategy “to become the
most competitive and dynamic knowledge-based ecgnnorthe world capable of sustainable
economic growth with more and better jobs and greabcial cohesion™ has not been

reached. The reasons for this failure will be matesely examined in the following

subsection.

2.4.2. Why has the Lisbon strategy failed?

First of all it has to be analysed whether extefaelors have led to the failure of the Lisbon
strategy. The economic development during the deges marked by ups and downs. The
Lisbon strategy was launched at a time of optimishe real GDP growth rate of the EU was
at 3,9 % and people believed in the growth potemtiathe ITC sector (cf. fig. 7). The
economic downturn followed quickly due to the cansences of implosion of the stock
market bubble in the US in 2000 and the terrotistcas of 09/11. Consequently the growth
rate dropped to 2,2 % in 2001 and 1,3 % in 2002 f{gf 7). The following years were
characterised by a slight upturn in 2003 and 20@# y&et another downturn in 2005 (cf. fig.
7). While in 2006 and 2007 the economy recoverat giowth rates of 3,3 % and 3,2 % (cf.
fig. 7), the financial crisis caused a significaleicline in growth rates in 2008 and 2009 (cf.
fig. 7). In 2010 the economy started to recovehwitgrowth rate of about 2 %. (cf. fig. 7).

170 European Commission, Commission staff working aeent, Lisbon Strategy evaluation document, SEC
(2010) 114 final, 02.02.2010, p. 3.

1 bid.

172 pid.

'3 |bid.

174 European Commission, Commission staff working aeent, Lisbon Strategy evaluation document, SEC
(2010) 114 final, 02.02.2010, p. 5

15 European Council, Lisbon European Council 23.034:03. 2000: Presidency Conclusions, March 2000,
para. 5.
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Figure 7: Real GDP growth rate EU 27 (2000 - 2010)

Real GDP growth rate EU 27
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Source: Eurostat, available at:
http://epp.eurostat.ec.europa.eu/tgm/table.do?altedinit=1&plugin=1&language=en&pcode=tsieb020, g
2012); own illustration.

The influence of the economic situation can cledrty seen in the development of the
employment rate. While the target regarding totap®yment seemed achievable in 2008, at
least for the EU 15 countries, the financial crissised a decrease in the employment'fate.

Also the public finances have suffered due to iharfial crisis. The general government
deficit in 2009 amounted to 6,9 % of GBP.Another external factor was possibly the
enlargement of the EU in 2004 and 2007, which kedverall decrease in the relevant
figures’’® On the other hand experts estimated that the gerfa@nt could contribute to the

achievement of the Lisbon targets, though only inaity.'”® Furthermore the European

leaders had have been aware of the positive asasallegative effects when launching the
strategy in 2000.

While it is evident that those external factors énémampered the achievement of the Lisbon
strategy’s objectives, the main reasons for itisifaiare rooted in the governance structure of
the Lisbon strategy. Created because of a laclowipetences of the EU, the OMC did not
deliver the expected benefits. As the Kok-Repod &laeady pointed out, the main reason for
this was the lack of political ownership and wilthich is a necessary prerequisite for the
success of voluntary cooperation. The re-launchisbdn strategy could not increase this
ownership. Also Collignon was of the opinion thair@pe’s governance had to be “re-
thought”!®® He saw the reason for failure in a collective @ttproblem. Because of the
existence of incentives for free-riding Member &satlo not pursue policies that advance the
overall collective good voluntaril}?* The solution would be the creation of new competsn
for the EU in areas where otherwise the MembereStaave no incentive to cooperate. But as
Member States are not likely to give up more sagetg, this is no option. Again the only
possibility is voluntary cooperation, but as Wypl@gues “political leaders never forget that

176 Cf. annex 10: Employment rate EU 27 — EU 15 (20@D10).

Y7 Cf. annex 11: General government deficit / surfs27 (2000 — 2010).

178 Cf. annex 7: The challenge of enlargement (2004).

19 Breuss, F. in: R. Caesar, K. Lammers, H.-E. SehajEuropa auf dem Weg zum wettbewerbsfahigsteh un
dynamischsten Wirtschaftsraum der Welt?*, HWWA $tad\r. 76, p. 157.

1% Collignon, S., ,The Lisbon Strategy, Macroecono@tability and the Dilemma of Governance with
Governments®, in; International Journal of Publai®y, Vol. 3, Nos. 1/2, 2008, p. 12.

81 bid., p. 8 f..
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they are accountable to domestic votéféThe solution for this dilemma is to increase the
public’s awareness of the consequences of nonmefor the EU. Also the Commission has
acknowledged this necessity in its evaluation wih@mentions, “Communication has been an
Achilles’ heel of the Strategy*®® In order to increase the attention of Europe’spieothe
Commission should have for example pursued theoagpr of naming and shaming as
proposed in the Kok-Report as well as by other gxp& Another reason why the Lisbon
strategy was not as successful as expected, rdsuftsthe Council having difficulties in
adopting new regulations or directives and thu&§eaping the scale gains of harmonisation
and integration®® The first proposal of the services directive faample was published in
January 2004, the final agreement was achieved@6 2and the implementation was only
finalised in 2009. Moreover the regulation on tHég-Eatent, already called for at the Lisbon
European Council in 206%, has still not been adopted mainly due to corsflat EU level
about the official languages for the pat&fitin addition to the just mentioned reasons other
factors have contributed to the failure of the tefgg. The objectives were too numerous,
partly unrealistic and at least for the first fiyears of the strategy no prioritisation was
recognisable. Moreover there was sometimes a l&akonsistency between the different
policies, at least until the BEPGs and the employngeiidelines were streamlined. But also
the Integrated Guidelines were a mere “juxtapasitiof the BEPGs and the Employment
Guidelines without indication of prioriti¢&® There should thus be more individual objectives
and guidelines with priorities for each Member &tdthe country specific recommendations
given by the Council are a good starting point,clrshould be further developed. Moreover
the EU budget and other EU instruments, like thegSmn Fund, could have been used more
efficiently. Although this was already part of thed-term review’s critique of the strategy
the EU-budget has not been aligned closer to tlagegly’s goals significantly. In 2010 about
54.700 million Euro were spend for the Common Agjticral Policy, but only about 6.400
million Euro for R&D!® As already mentioned above the Stability and GhoRact was
partly seen as a constraint to the Lisbon strateggecially in times of economic downturn.
Also the Commission mentioned that it operated igolation”?® Therefore it should be
reformed in a way so as to support the goals oEtis growth strategy.

Summing up one can thus say that there were sereaabns that have contributed to the
failure of the Lisbon strategy, the major one betagovernance system.

182\Wyplosz, C. ,The failure of the Lisbon strategg910, p. 3.

183 European Commission, Commission staff working aeent, Lisbon Strategy evaluation document, SEC
(2010) 114 final, 02.02.2010, p. 6.

184 Tilford, S. / Whyte, P., “The Lisbon Scorecard Xhe Road to 2020”, Centre for European Reform,
London, 2010, p. 93.

1% Soete, L., “Towards a Sustainable Knowledge-b&smmhomy in Europe: from the Costs of ‘Non-Eurome’ t
the Costs of Europe?”, in: Intereconomics, vol.d&, 3, 2010, p. 161.

18 European Council, Lisbon European Council 23.034:03. 2000: Presidency Conclusions, March 2000,
para. 13.

187 Becker, Peter: “Die EU-Wachstumsstrategie ‘Europ202— Der Prozess als Ziel”, SWP-Studie, Deutsches
Institut fr Internationale Politik und Sicherhderlin, 2011, p. 18.

18 pisany-Ferry, J. / Sapir, A., “Last Exit to LisBpBruegel Policy Contribution, 20086, p. 8.

189 European Commission, EU budget 2010 — FinancigbRep. 13, 30.

1% Eyropean Commission, Commission staff working aeent, Lisbon Strategy evaluation document, SEC
(2010) 114 final, 02.02.2010, p. 4.
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3. The Europe 2020 strategy

The European Council formally adopted the Europ&026trategy, the successor of the
Lisbon strategy, at its summit in Brussels on 1@eJR010"** It was developed against the
background of the financial crisis. This had comnseqly had a strong influence on the
strategy’s approach, which has in general a mom@aeaonomic orientation than the Lisbon
strategy. The Commission considers its new stratagya vision of Europe’s social market
economy for the Zicentury”'®? Due to the failure of the Lisbon strategy the meifor the
Europe 2020 strategy were basically similar todhes for the creation of the Lisbon strategy,
namely competitiveness and the productivity gapaaspared to the US, the low employment
rate, the demographic situation in Europe and lineate challenges. The financial crisis had
additionally intensified the situation and madeuacessful strategy accordingly even more
urgent. The following section will present the maibjectives and instruments of this new
strategy.

3.1. Objectives of the Europe 2020 strategy

As already mentioned above the main reasons reggkgcthallenges the EU faced when
establishing the Europe 2020 strategy were sindlahe ones at the time of the creation of
the Lisbon strategy. Consequently the objectivelsatih strategies are quite similar, which is
why the thesis will only briefly introduce the Epe2020 strategy’s objectives.

The Europe 2020 strategy’s main priorities arertsuee smart growth, based on knowledge,
innovation and a digital society, sustainable glgwiased on competitiveness, the fight
against climate change and resource efficiency, matusive growth, promoting high
employment, better skills and social as well asttefal cohesion: It is thus evident that
growth is the overarching goal of the strategy,tlo® one hand in order to overcome the
consequences of the current crisis and on the dthed in order to ensure the long-term
sustainability of the European economy or as then@ssion’s President Barroso said,
“Europe needs to get back on track. Then it mast sh track. That is the purpose of Europe
2020.%* The strategy is designed to ensure a smooth ti@msirom short-term crisis
management towards medium- and long-term reforms dgmwth, employment and
sustainability of public finances®> So as to guide the Member States’ and the EUtstsf
and to measure progress the Europe 2020 strategprises five headline targets, which
should represent the three priorities of smartasugble and inclusive growth (cf. table 2).

1 Eyropean Council, European Council 17 June 20b8¢lDsions, p. 2.

192 Eyropean Commission, COM (2010) 2020 final, EurdP20 — A strategy for smart, sustainable and
inclusive growth, p. 5.

193 European Commission, COM (2010) 2020 final, EurdP20 — A strategy for smart, sustainable and
inclusive growth, p. 5.

1% bid., p. 2.

195 European Council, European Council 17 June 20b8¢lDsions, p. 2.
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Table 2: The five headline targets of the Europe ZD strategy

Employment rate for women and men aged 20-q 75%

Investment in R&D as a percentage of GDP 3%
Reducing greenhouse gas emissions compar
1990 levels; share of renewables in final enqeach 20 %
consumption; increase in energy efficiency

School drop-out rate <10 %
Share of 30-34 years old having completed ter

: . 40%
or equivalent education
Lifting people out of risk of poverty and exclusiof 20 mio.

Source: European Council, European Council 17 2046, Conclusions, p. 11, available at:
http://www.consilium.europa.eu/ueDocs/cms_Data/ffmessData/en/ec/115346.pdf, (May 2012).

In order to reflect the individual situation of éaklember State those five headline targets
have been translated into national tard&t&he Commission considers the achievement of
these targets as “critical” to the strategy’s ollenaccess?”’

3.2. Instruments of the Europe 2020 strategy

A main element of the Europe 2020 strategy, intamldio the goals of smart, sustainable and
inclusive growth, is the aim of stronger econonwernance?® In order to achieve this, the
governance of the Europe 2020 strategy is based a@hematic approach and country
reporting accompanied by fiscal surveillance v 8GP (cf. fig. 8).

Figure 8: Governance of the Europe 2020 strategy

EUROPE 2020 FIVE HEADLINE TARGETS
ﬂ Stability and
Europe 2020 Integrated Guidelines Growth Pact
A
- N ﬂ
Macro-economic Thematic Fiscal
surveillance coordination surveillance
— /)
'
National Stability and
National level Reform Convergence
Programmes Programmes

Source: European Commission, Governance, Tool$atidy Cycle of Europe 2020, Graph 1, p. 2, avadat:
http://ec.europa.eu/europe2020/pdf/annex_swd_imgaéation_last version_15-07-2010.pdf, (May 2012).

Both, the thematic approach and the country repgpidre based on the integrated guidelines.
The integrated guidelines are still based on th®B& and the Employment Guidelines but

1% For a complete list of the national targets sép:#ec.europa.eu/europe2020/pdfitargets_en. iy (2012).
197 European Commission, COM (2010) 2020 final, Eurd20 — A strategy for smart, sustainable and
inclusive growth, p. 5.

%8 1bid., p. 27.
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now consist of ten instead of twenty-four guidesifi€ They are supposed to reflect the
decisions of the Council and contain agreed tarjéfEhe thematic approach is based on the
integrated guidelines 4 - 6, which deal with thentlatic contents of the Europe 2020 strategy,
and mainly consists of seven flagship initiativasorder to support the three priorities of
smart, sustainable and inclusive growth and moeeigely the five headline targéts.The
different flagship initiatives highlight general asures, which should be undertaken at EU
and at national level in order to promote progiagte respective fields of smart, sustainable
and inclusive growth (cf. table 3).

Table 3: The seven flagship initiatives

Digital Agenda for|Creating a single digital mark
Europe based on high-speed internet
Innovation Union Improving the framework fc
Smart innovation and access to finarjce
growth Improving education systen
Youth on the Move sugqort!ng .stays abroad aj
facilitating job market entry fc
young people
Resource-efficient | Decoupling economic grow,
: Europe from resource and energy use
Sustainable : . - .
An industrial | Improving the busineg
growth : : .
policy for the|environmem, especially fo
globalisation era | SMEs
Helping individuals to acquir
ﬁ‘&ﬁgi‘zd 'fgtzs NEW hew skills and modernising fl
: J labour market
Inclusive . . -
rowth En;urmg economic, social a
g European platform | territorial cohesion and helpif
against poverty people, vino live in poverty tq
be integrated and respected

Source: European Commission, COM (2010) 2020 fiaatppe 2020 — A strategy for smart, sustainabdie an
inclusive growth, p. 12-19, available at: http:ffeu

lex.europa.eu/LexUriServ/LexUriServ.do?uri=COM: 2(PlIP

0:FIN:EN:PDF, (May 2012).

In addition to these flagship initiatives, whicledhe main tool regarding the implementation
of the three priorities, the EU also intends to aogeer important policies and instruments to
reach the Europe 2020 objectives. The Commissiahigrespect especially highlights the
single market, the EU budget and cohesion fundstfem&U’s external policy instrumerfts.

With regard to the single market the EU intendgatckle several obstacles, like the legal

199 Cf. annex 12: The ten integrated guidelines.

20 Eyropean Commission, COM (2010) 2020 final, Eurdp20 — A strategy for smart, sustainable and
inclusive growth, p. 28.

291 |bid., p. 27 and table 3.

292 Eyropean Commission, COM (2010) 2020 final, Eurdp20 — A strategy for smart, sustainable and
inclusive growth, p. 20-22.
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complexity of 27 different sets of rules or the v enforcement of single market rules, in
order to better connect the markets and to imptbeemarket access especially for small
businesse&® The EU budget, especially the next Multiannualaficial Framework (MFF)
from 2014 to 2020, and existing funds, namely tlieogean Regional Development Fund,
the European Social Fund and the Cohesion Fundsugmgosed to be better aligned with the
objectives of the Europe 2020 strategy so as toimmis& impact and ensure efficient.
Additionally new financing instruments should beveleped together with the EIB and the
EIF and the regulatory environment, particularlgaeling the European venture capital
market, shall be improved® Concerning the external policy instruments theditds mainly

to improve its trade and international macroecomopulicy coordination and to play a
leading role regarding the establishment of tharkutvorld economic order thereby securing
market access for EU businesses worldfd€ountry reporting on the other hand, based on
the integrated guidelines 1 - 3 dealing with thecrmaconomic framework, is aimed at
advising the Member States regarding fiscal pohcyl macroeconomic issues related to
growth and competitiveness so as to ensure a ¢tensiapproach to policy design and
implementatiorf’” Based on the integrated guidelines respectived\tiiematic approach and
the country reporting the Member States should Ideveheir National Reform Programmes
(NRPs). The SGP works in parallel to the above-oaetl process. While the reporting is
done simultaneously, in order to ensure consistetiheyinstruments and procedures remain
separaté”® The annual NRPs and stability- and convergenogremmes thus have to be
proposed by the Member States at the same time.

The EU will then annually address policy recommeiotia towards the Member States.
These recommendations consist of Council Opinian$iszal policies, of recommendations
regarding the thematic approach under Art. 121 B8 TFEU and on recommendations
regarding country reporting under Art. 121 These recommendations contain a time-frame
within which the Member State should respond to teeommendation, otherwise the
Commission can issue a policy warnfiiThis whole process is organised within European
Semestef!! The European Semester is an important new instityrbecause it organises and
coordinates the annual policy cycle of the EU slmally starts with the Commission’s Annual
Growth Survey, which analyses the general macrasoen environment, the progress
regarding the Europe 2020 strategy and the situaggarding public financés? On the
basis of this survey the European Council, duritsgspring meeting, provides its policy
orientations™® In April the Member States submit their nationeform and stability- and
convergence programmes, which are assessed byothei@sion in the following montHs?

293 |bid., p. 20 f..
2% bid., p. 21 f.
295 |pjdl.
2% |bid., p. 22 f..
27 bid., p. 27.
298 Eyropean Commission, COM (2010) 2020 final, Eurd20 — A strategy for smart, sustainable and
inclusive growth, p. 27.
299 Eyropean Commission, Governance, Tools, PolicjieCytEurope 2020, p. 6.
219 Eyropean Commission, COM (2010) 2020 final, Eurd20 — A strategy for smart, sustainable and
inclusive growth, p. 28.
2L Cf. annex 13: The European Semester.
Zz European Commission, Governance, Tools, PolicyieCytEurope 2020, p. 7.
Ibid.
4 Ipid.
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On the basis of this assessment the Council themalty adopts the policy recommendations
in July, which should be implemented by the Menfigtes in the second half of the y&ar.

So as to achieve stronger governance also the abtes different stakeholders at EU level is
defined more clearly. While the European Councbudti give the main directions of the
strategy, the Council of Ministers should ensued the Europe 2020 strategy is implemented
in their respective field and the Commission’s m@sponsibility is to monitor the progress,
give policy recommendations and issue policy wagsfi® Especially the role of the
European Parliament (EP) was highlighted. It shawtlonly act as a co-legislator, but also
ensure that the citizens and the national parlisnare better involved in the strat€gyIn
this context the Commission mentions that it igical for the success of the Europe 2020
strategy to “explain clearly why reforms are neeegs”'®

4. Comparison of the Lisbon strategy and the Europe 2D strategy

After having presented the Lisbon strategy andsiutscessor, the Europe 2020 strategy, the
main differences and similarities of the two stges will now be highlighted. Subsequently
an analysis of the chances of success of the Eb¥isstrategy will follow.

4.1. Differences and similarities between the Lisbtvategy and the Europe 2020 strategy

As the European Commission rightly observed ineuation of the public consultation on
the Lisbon strategy’s successor, the main lesste twrawn from the Lisbon strategy is “that
‘governance’ must be improved to close the impletation gap of the Lisbon strateg$®

The main differences of the Europe 2020 strategypared to the Lisbon strategy can
consequently be noticed in terms of governancst Birall the number of indicators has been
reduced. Instead of 127 indicators, which were dsethe Lisbon strategy, the Europe 2020
strategy uses a set of five headline targets. Eurtbre those objectives have been translated
for each Member State into national targets in orderespect their individual starting
positions. The new strategy thus avoids the “ome 8is all” approach of the Lisbon strategy
in terms of quantified objectives. Likewise theelgtated Guidelines have been reduced from
twenty-four guidelines to currently ten guidelinddoreover the thematic approach and the
country reporting as well as the parallel reportimgthe NRPs and the SGP ensure a closer
linkage between macroeconomic goals and the EW#0p@ objectives. The newly introduced
European Semester provides for a single governeyae, which streamlines and organises
the Europe 2020 process.

Another striking difference compared to the Lislsbrategy is that the OMC, which was one
of the cornerstones of the Lisbon strategy, hasheain mentioned at all in the relevant

215 hid., p. 8.

1% Eyropean Commission, COM (2010) 2020 final, Eurd20 — A strategy for smart, sustainable and
inclusive growth, p. 29.

217 |bid.

28 bid., p. 30.

19 European Commission, SEC (2010) 116 final, ComimisStaff Working Document, Europe 2020 — public
consultation First overview of responses, p. 2.
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documents. Compared to the Lisbon strategy therfliesion now intends to make use of its
right under Art. 121 and 148 TFEU to issue policgrmings, in case the country-specific
recommendations are not considered by the MembatesSt which suggests that the
Commission intends to take up a stronger leaditg) & compared to the Lisbon strategy.
Summing up one can therefore say that the surmeg#land coordination of the Europe 2020
strategy has undoubtedly been strengthened. Nedesththe general governance framework
remained to a large extent unchanged. There aexiadly no efforts recognisable that really
aim at rising the public’'s awareness of the styatend that certainly increase the pressure on
Member States to implement the strategy. Althodgh@ommission intends to better include
the European Parliament and other stakeholdersthi&esocial partners or the civil society,
which was already mentioned on the occasion ofrilteterm review of the Lisbon strategy,
it unfortunately does not explain exactly how tisigoing to be achieved.

When it comes to the policy fields of the Europ@@@8trategy, the main difference is that the
new strategy in the short-term especially focuseshe financial crisis and its consequences.
The significance of the public finances, which walseady considered in the Lisbon
strategy”®, has accordingly increased. While the sustairtgbitif public finances was
considered as being contributive to growth and egipknt the target-means relationship has
now been reversed” Growth and employment are now regarded as the sneareduce the
public debf? As a consequence of the crisis, macroeconomicdauation and sound
macroeconomic conditions are, especially in thetsieom, one of the main priorities of the
Europe 2020 stratedy’ But besides the stronger focus on public finamzkraacroeconomic
surveillance and coordination, there are no rentaekdifferences between the two strategies
as regards the content. As the challenges, withekueption of the financial crisis, were
basically the same at the beginning of the Liskioaiesyy and at the beginning of the Europe
2020 strategy, both strategies stress the necesSisyructural reforms of pension, social
protection and education systems and aim at cgpatiknowledge-based economy. Both are
essentially based on the same three-pillar approsrhely the economic, the social and the
environmental pillar. The three priorities of siaustainable and inclusive growth of the
Europe 2020 strategy and its headline targets aggdHip initiatives reflect this three-pillar
approach. Therefore, although the number of oljestitself has been reduced, the range of
policy fields is again very broad. Also the diagsad the Commission that other EU policies
and instruments like the single market, the EU letidand the cohesion funds must be better
aligned with the Europe 2020 strategy was alreadgtioned during the mid-term review of
the Lisbon strategy. According to the proposaltey €ommission though the next MFF from
2014 to 2020 aims at “getting people into work &mel economy growing, tied in with the
Europe 2020 strategy for smart, sustainable ardsive growth.”#** While the share of CAP
spending is still relatively high, analysts alsg #aat within the context of the Europe 2020
strategy “important changes are set to be introdlucéhe implementation of cohesion policy
but also with regard to the amount of resource®telto research and innovatidi>There

220 Eyropean Council, Lisbon European Council 23.034:03. 2000: Presidency Conclusions, March 2000,

ara. 22.

21 Becker, P., “Die EU-Wachstumsstrategie ‘Europa®62Der Prozess als Ziel’, SWP-Studie, Deutsches
Izr;zstitut fur Internationale Politik und Sicherhd®erlin, 2011, p. 21.

Ibid,

223 Eyropean Council, European Council 17 June 20d8¢sions, para 9.
224 Eyropean Commission, COM (2011) 500 final, Pa# Budget for Europe 2020, Brussels 29.06.2011, p.
2% Molino, E. / Zuleeg, F., “Analysis of the Multianal Financial Framework (MFF) 2014 — 2020", Eurapea
Policy Centre, July 2011, p. 9.
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are thus indications that the next EU budget ardctthesion funds actually will be better
aligned to the EU’s growth strategy.

Whether the single market can be further deeperpdrtis mainly on the willingness of the
governments to overcome problems regarding thetemhopf new legislative acts, as it is the
case with the EU-Patent.

Furthermore the Commission repeats itself when efinds the particular roles and
responsibilities of the European Council and dolftswhich it had already done with the re-
launch of the Lisbon strategy. Whether this willghincrease the ownership and sense of
responsibility, especially of the European Courisiuestionable.

Recapitulating one can thus say that while there lbeen some learning as regards the
governance framework of the Europe 2020 stratedly avireduced number of targets and an
improved coordination and surveillance mechanistrgdes not entail substantive innovation
in terms of instruments’*® Moreover the underlying policy approach basicatynained
unchanged, focussing on the economic, social aniroemental aspects driven by the
challenges of increased competition due to gloagadia, low productivity compared to the
US, scarcity of resources and an ageing populafldre analysis of the differences and
similarities of the Lisbon strategy and the Eurd®20 strategy thus indicates that the
changes “amount only to instrumental learnifg”.The Europe 2020 strategy can
consequently be regarded as a revised versioredfigibon strategy.

4.2. The impact of the financial crisis on the rsvategy

Contrary to the Lisbon strategy the Europe 202&tatyy was developed and launched during
the worst financial crisis that affected the globabnomy since the Great Depression in the
1930s. The crisis started in 2007, when a systencatlapse was still regarded as unlikely,
with liquidity shortages for financial institutioR® However the upcoming years proved this
assumption wrong. When the Lehman Brothers banlauitel in 2008 investors lost
confidence and the stock market entered into a danch spiral. Quickly also the real
economy was concerned, especially due to a credrich. The fast transition to the real
economy and also cross-border-wise revealed thelattterdependencies of the different
economies, especially within the EU. The consege®it this crisis were inter alia a major
downturn in GDP growth rat& and a major increase of the general governmentitd&t
within the EU 27. Especially Greece with a grosbta# more than 150 % of GDP but also
Italy, Ireland, Spain and the EU 27 as a whole ward are affected by the crisis with a
strong increase in general government gross debe 20073' Also unemployment rates

226 Bongardt, A. / Torres F., “The Competitivenessi®tatle, Sustainable Growth and the Need for Entéhnce
Economic Coordination”, in: Intereconomics, vol, #6. 3, 2010, p. 140.

227 vilpisauskas, R.“Does Europe 2020 Represent Learning from the lrisBategy?”, in: M. P. Smith (ed.),
“Europe and National Economic Transformation — Etkafter the Lisbon Decade”, Palgrave Macmillaril.20
p. 198.

% Eyropean Commission, DG ECFIN, Economic CrisiEimope: Causes, Consequences and Responses,
European Economy, 7 / 2009, p. 1.

229 Cf. fig. 7.

230 Cf. annex 11: General government deficit / surfus27 (2000 — 2010).

3L Cf. annex 14: Development of general governmemssydebt since the crisis.
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rose significantly, again especially in Greece veithunemployment rate of about 18 % and in
Spain with an unemployment rate of about 23 % h12&

Due to this strong impact on the economy, the BP0 strategy is influenced by the crisis
in several ways. First of all the modified goveroarstructure with stronger macroeconomic
coordination and surveillance was mainly adoptedcabse the crisis revealed how

interdependent the European economies really weomsequently the European leaders
realised that in order to overcome the crisis coateéd action was necessary. Due to crisis
also the economic governance was strengthenediffésietit measures. The main elements
are the “six-pack”, which reinforces the S&P and the “fiscal compact”, which aims at

fostering budgetary discipline and is only bindfogthe euro-area Member Stetés

Secondly the crisis influenced the objectives @&f strategy. Although not mentioned as one
of the five headline targets, a major objectivahad Europe 2020 strategy is the successful
exit from the crisis.

Finally, in order to be able to achieve real pregreslated to the five headline targets, the
crisis has to be overcome. This implies that thsisralso influences the final degree of
fulfilment respectively the success of the stratéigye current austerity policy of the EU and
its Member States, intended to restore public ftearprobably won’'t contribute towards
achieving objectives like higher spending on R&DOifting people out of poverty. Especially
the social aims of the strategy thus risk becortesg important due to the crisis.

It is therefore evident from the foregoing that fhrencial crisis has a large impact on the
Europe 2020 strategy and there is even the rigktibastrategy is “overtakeft® by it. On the
positive side the crisis could make the Europeaddes aware of the necessity to stronger
coordinate their actions and act in compliance whthprovisions set out by the Europe 2020
strategy.

4.3. Can the Europe 2020 strategy be successful?

As the comparison of differences and similaritiesAen the Lisbon strategy and the Europe
2020 strategy pointed out, the similarities betwé®a two strategies prevail. The Europe
2020 strategy is hence a mere continuation of tlebdn strategy with some changes

regarding the governance framework. Taking intooaot the financial crisis, a successful

implementation of the Europe 2020 strategy is ewere difficult.

The main reason for the Lisbon strategy’'s failur@svits governance, which resulted in a
major “delivery gap” between objectives and theuakbutcomes of the stratedif. For the

232 Cf. annex 15: Development of unemployment rateesthe crisis.

233 Europa — Summaries of EU legislation, EU Econoguicernance “Six-Pack” enters into force,
Memo/11/898, Brussels 2011, p. 1.

234 Treaty on Stability, Coordination and Governantéhie Economic and Monetary Union, Brussels
02.03.2012, Art. 1, 2.

% Bongardt, A. / Torres F., “The Competitivenessitele, Sustainable Growth and the Need for Entdince
Economic Coordination”, in: Intereconomics, vol, #6. 3, 2010, p. 136.

2% European Commission, Commission staff working deent, Lisbon Strategy evaluation document, SEC
(2010) 114 final, 02.02.2010, p. 4.
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Lisbon strategy to be successful it would therefuaee needed stronger governance or more
ownership by the Member States and the Europememst The success of the Europe 2020
strategy consequently depends on the fact whethesilearned its lesson from the failure of

the Lisbon strategy.

While it is apparent that the Commission tries lkase the “delivery gap” with the Europe
2020 strategy, the question is whether it triesd hanough. Although it strengthens the
governance framework and tries to ensure more eakberbetween macroeconomic policies
and the Europe 2020 policies by introducing a singbvernance cycle, the governance
instruments itself remain relatively weak. The efifeeness of the policy warnings under Art.
121 and 148 TFEU for instance is uncertain. Thamgton of France and Germany from
some of the provisions of the SGP in 2003, whicls wwaconsequence of the SGP’s low
enforcement provisioRY, has led to a general “credibility g regarding the
consequences of non-compliance with rules set &y @ommission. Additionally the
Commission cannot independently issue policy wasimnder Art. 121 (4) TFEU. Although
the process was reinforced by the “six-pack”, coregdo before, when a qualified majority
of the members of the Council was necessary totaa@olicy warning, the members of the
Council can still block a policy warning by a qdigd majority. The difference is that now a
reverse qualified majority vote is necessary. Fifgll it is thus not that easy to issue a policy
warning and secondly the pressure imposed by symbliey warning on Member States is
relatively low, because there are no incentivesvolgy from those warnings to comply with
the recommendations. As already mentioned at thasian of the mid-term review and final
evaluation of the Lisbon strategy, pressure, in #isence of competences and strict
enforcement rules, can only be imposed by the spteamely the European citizens.
Unfortunately there are so far, besides handing tive responsibility to the EP to better
include the publi©®®, no efforts recognisable pointing at more inclusid the citizens. On the
contrary, while the current crisis might raise tvareness of the European public towards
the EU, the coordination of measures to overcomeectisis happens at EU level and lacks
transparency. Hence instead of creating more utadelisig for the EU and the Europe 2020
strategy, the lack of measures to include the emi8zand increase democratic legitimacy
might cause a backlash and increase frustrationeaed euroscepticism. As recent polls
show, trust in the European institutions is dedreasteadily**°

As regards the headline targets of the Europe 202degy, it is questionable whether they
are adequate to measure progress in terms of ciivgretss and productivity, which are two
of the main challenges the EU faces. A better gdicin this regard would be unit labour
costs. Additionally, although their number has bestiuced and individual national targets
have been established as compared to the Lisbategy they are still very ambitious. A
good example is the employment target. AlthoughLikbon strategy’s goal of 70 % of total
employment has not been reached, it has been rais&sl % under the Europe 2020 strategy
against the background of the financial crisis. &wer the Commission does not provide
realistic implementation plans on how to attain thigiectives. Although the flagship
initiatives and the country-specific recommendatiordicate the rough directions, they often

237 Schuknecht, L. / Moutot, P. / Rother, P. / Stdrk,“The Stability and Growth Pact — Crisis anddre”,
ECB Occasional Paper Series, No. 129, 2011, p. 9.

2% Csaba, L., “Green Growth — Mirage or Reality®!’, Intereconomics, vol. 45, no. 3, 2010, p. 153.

239 European Commission, COM (2010) 2020 final, Eer@p20 — A strategy for smart, sustainable and
inclusive growth, p. 29.

240 Eyropean Commission, Eurobarometer 76 — firstli®s2011, p. 19 ff.
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remain very broad and do not specify concrete nreasleaving a lot of discretion to the
Member States. As the tools to deliver progressatda/the objectives mainly lie at Member
State level, more specific implementation plans lekdae necessary to increase the binding
character of the strate§y* The financial crisis might in this regard have positive”
influence on the Europe 2020 strategy. As it rex@&he intensive interdependencies between
the economies it might raise the determination h&f teading politicians to stick to the
commitments they made when launching the Europdé Zitategy. The collective action
problenf*? might thus be overcome, although the policiedfitas they are widely similar to
the ones of the Lisbon strategy, have no shareisn t

As regards the current progress on the Europe #086ts, the Council stated at the occasion
of its Spring European Council in March 2012 thatfdrts undertaken to date remain
insufficient to meet most of these targets Also the Commission stresses that “there is not
yet full ownership, at national level, of the raalichanges which have been decided in terms
of future economic governané® and that even at EU level there is an “implemémtat
gap.”* These statements show that the Europe 2020 strategyears after it was launched
suffers from the same problems as the Lisbon gfyatehich does not give rise to optimism
regarding the success of the Europe 2020 stratdgitionally the economic situation will
probably remain very difficult for the upcoming yeaThe Commission expects GDP to
stagnate in 2012 with an overall EU growth rate apfly 0,6 %°*® Furthermore the
unemployment rate is estimated to remain at ab®@ 1n 2012 and 201%’

Against the background of the above-mentioned reasmd the economic situation, the
Europe 2020 strategy is therefore unlikely to d=lion all its objectives. On the contrary, it is
likely that it will encounter the same problemsitaspredecessor. For it to be successful the
Europe 2020 strategy not only needs stronger ganembut also more political commitment
and particularly more legitimacy and inclusion &ietpersons concerned, the European
citizens.

5. Conclusion

Low GDP growth rates, high unemployment, the suostaility of the European social model,
the lack of competitiveness and the climate chamwgee the main reasons why the EU
decided to launch its first ten-year strategy,dbecalled Lisbon strategy in the year 2000.

Today, twelve years later and in the light of tlmaimcial crisis a successful European strategy
is even more important than it was back then. Thighy the thesis sought to answer the
guestion whether the EU’s new growth strategy Bheope 2020 strategy, can be successful.
Due to the fact that the Lisbon strategy was itealipredecessor, the thesis focused first on
the goals, methods and outcome of the Lisbon glyatks analysis offered informative
insights regarding significant shortcomings. Esakécthe mid-term review, which took place

241 Becker, P., “Die EU-Wachstumsstrategie ‘Europa®62Der Prozess als Ziel’, SWP-Studie, Deutsches
Institut flr Internationale Politik und Sicherheierlin, 2011, p. 26.
242 Cf. p. 33.
243 European Council, European Council 1-2 March 20t8clusions, Brussels, 2012, para. 3.
244 European Commission, Annual Growth Survey 201aMJ2011) 815 final, Brussels, 2011, p. 3.
245 114
Ibid.
2% bid., p. 2.
7 Ipid.
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in 2005 due to disappointing results, was importanthis regard. The core message being
that the Lisbon strategy suffered from too manyonties and lacked ownership. But
especially this was, due to the absence of compeseat EU level, a necessary prerequisite.
Another 5 years later in 2010, when comparing thigiral objectives and the actual
outcomes of the strategy, it was clear that thédunsstrategy, notwithstanding its re-launch,
had failed. The main obstacle, its governance,ctoat be improved.

Thereupon, against the background of the Lisbategyy’s failure and under the influence of
the global financial crisis, the Europe 2020 wamldshed. The thesis has in this regard
pointed out that the challenges faced by the Eur@p20 strategy, due to the weak
performance of the Lisbon strategy, were largelghamged. The EU most importantly still
needs to increase its competitiveness and ensarsustainability of its social model. The
policy fields and objectives of the two stratega#e consequently to a large extent similar,
with one exception. The financial crisis has shiftee focus of the Europe 2020 strategy
towards stronger macroeconomic coordination. Tleetgkrm objective of the Europe 2020
strategy thus is to overcome the financial crisid # restore the conditions for sustainable
growth. Although the EU introduced some changesnadigg the governance framework of
the Europe 2020 strategy, like a smaller numbebgdctives and Integrated Guidelines or the
European Semester, it is still questionable if ¢halsanges are sufficient for the Europe 2020
strategy to reach its headline targets by 20200 Alle effectiveness of policy warnings,
another modification compared to the Lisbon strgteguncertain.

Finally the thesis has pointed out that also timarfcial crisis has a strong impact on the
Europe 2020 strategy. On the one hand the stroogsfon macroeconomic coordination,

which is surely necessary, might lead to negligewfcthe social aspects of the strategy and
increase the citizens’ distance towards the EUtl@nother hand the crisis might contribute
to policy innovation and more convergence.

Still the main challenge for the EU remains to @ase the ownership of the Europe 2020
strategy by better involving the European publidhe process of European politics. Given
the absence of competences and economic incentivesooperate, only then national

governments are fully willing to act in complianeéh the EU’s agenda.

Unfortunately there are so far no credible initia§ aiming at increasing legitimacy and
participation at the citizens’ level, which is wihy chances of success are relatively low.
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Annex 1: Employment rates EU — US 1999 by age group

Employment rates - EU-US

young 15-24 men 2554 women 2554 older 5564

Source: European Commission, Contribution of theogean Commission to the special European Coumcil i
Lisbon, 23 -24 March 2000, page 9, available at:
http://reqister.consilium.europa.eu/pdf/en/00/st@602.en00.pdf (April 2012)
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Annex 2: Employment EU - US 1997 by sector

Employment by sector - EUHUS

m-

54,5

50

178 17,7

Agriculture Industry Services

Employment as percentage of working age population 1997

Source: European Commission, Contribution of theogean Commission to the special European Coumcil i
Lisbon, 23 -24 March 2000, page 9, available at:
http://reqgister.consilium.europa.eu/pdf/en/00/st@BB602.en00.pdf (April 2012)

Annex 3: Total & Long-term unemployment EU 15 — 199

Total & Long-term unemployment EU 15
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Source: Eurostat; available at:
http://epp.eurostat.ec.europa.eu/tgm/table.do?aled plugin=1&language=en&pcode=tsisc070, (Aprill2;
own illustration.

43



Annex 4: Internet Penetration EU 15 - 1998 & 2000

Internet Penetration EU 15 - 1998 & 2000
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Source: Morgan Stanley Dean Witter (1999), The peam Internet Report, p. 248-250, available at
http://www.morganstanley.com/institutional/techrasd/pdfs/euro8.pdf, (April 2012); own illustration

Annex 5: The Single Market and Lisbon compared

Single Market Lisbon

Integration andGrowth, social cohesio
Ultimate aim growth employment
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Source: A. Sapir et al., An Agenda for a Growingdfie — The Sapir Report, p.105.
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Annex 6: Growth of labour productivity per hour (moving average) EU - US

g Annual % change
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Source: Report from the High Level Group chairedNbyKok, “Facing the challenge — The Lisbon stratégy
growth and employment”, Nov. 2004, p. 15, availate
http://ec.europa.eu/research/evaluations/pdf/ae¢fiG-evidence-

base/evaluation studies _and_reports/evaluationiestughd reports 2004/the lisbon_strateqy for groawit

employment__report_from_the high_level group.fdfly 2012).

Annex 7: The challenge of enlargement (2004)

EU 15 EU 25 Gap
Nominal GDP per capita,
Euro per inhabitant 26,000 22,900 -11.92%
Real GDP per capita, Euro
per inhabitant 26,400 23,300 -11.74%
Employment rate (%) 64.8 63.4 -1.4%
Long-term  unemployment
rate (%) 3.5 4.2 -0.7 %
EU 15 New MS |Gap
Total intramural R&D
expenditure (% of GDP) |1.89 0.7 -1.19 %

Source: Eurostat, available at: http://epp.eurastauropa.eu/portal/page/portal/statistics/a_ttMay 2012);

own calculation and illustration.
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Annex 8: The 14 structural indicators

Policy Area Indicator

General economig¢ GDP per capita in PPS

background Labour productivity per person employgd
Persons of the age 20 to 24 ha\
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education by gender

Research
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At-risk-of-poverty rate after soci

transfers by gender
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Long-term unemployment rate by gendér

Dispersion of regional employment ra
by gender

Greenhouse gas emissions, Kyoto [
year

Environment

Energy intensity of the economy

Volume of freight transport relative
GDP

Source: Eurostat, available at:
http://epp.eurostat.ec.europa.eu/portal/page/gsirattural_indicators/indicators/short_list, (M2§12).
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Annex 9: Labour productivity per employee EU 27 - & (1999 - 2010)
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Source: Eurostat, available at:
http://epp.eurostat.ec.europa.eu/tgm/table.do?aledinit=1&plugin=1&language=de&pcode=tsieb030, g

2012); own illustration.
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Annex 10: Employment rate EU 27 - EU 15 (2000 - 20}

Employment rate EU 27 - EU 15
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http://epp.eurostat.ec.europa.eu/tgm/table.do?adie&init=1&language=en&pcode=tsiem010&plugin=1,

(May 2012); own illustration.

Annex 11: General government deficit / surplus EU 2 (2000 - 2010)

General government deficit / surplus - EU 27
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2012); own illustration.
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Annex 12: The ten integrated guidelines

Ensuring the quality and tf

Guideline 1 LS .
.| sustainability of public finances
Guideline 2 gﬂozﬁgﬁﬁggggm" Addressing macroeconon
imbalances
Guideline 3 Reducing imbalances in the euro arda

Source: European Commission, Europe 2020 — Inedigidelines for the economic and employment jaslic
of the Member States, p. 4, available at:
http://ec.europa.eu/eu2020/pdf/Brochure%20Intedfa0Guidelines.pdf, (May 2012).
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Annex 13: The European Semester

Graph 3. The European Semester of policy coordination
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Source: European Commission, Governance, Tool$alidy Cycle of Europe 2020, Graph 3, p. 7, avéadat:
http://ec.europa.eu/europe2020/pdf/annex_swd_imgteation_last version_15-07-2010.pdf, (May 2012).

Annex 14: Development of general government gros®Ut since the crisis

General government gross debt
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Source: Eurostat, available at:
http://epp.eurostat.ec.europa.eu/tgm/table.do?ableinit=1&plugin=1&language=en&pcode=tsieb09qrié
2012); own illustration.
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Annex 15: Development of unemployment rate since éhcrisis
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Source: Eurostat, available at:

http://epp.eurostat.ec.europa.eu/tgm/table.do?adie&init=1&plugin=1&language=en&pcode=tsiem110,
(June 2012); own illustration.
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