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Foreword

Growth and jobs: A New Start for the Lisbon Strategy

Just think what Europe could be. Think of the innate strengths of our enlarged Union. Think
of its untapped potential to create prosperity and offer opportunity and justice for all its
citizens. Europe can be a beacon of economic, social and environmental progress to the rest of
the world.

It is in this spirit of realistic optimism that the new European Commission has put together
our policy recommendations for the Mid-Term Review of the Lisbon Strategy — our ambitious
agenda for reform launched by the European Council in March 2000.

Europeans have every reason to be positive about our economic potential. The successes of
the second half of the 20" century have left a strong legacy. After half a century of peace we
have one of the most developed economies in the world united together in a unique political
Union of stable and democratic Member States. That Union has created a Single Market
underpinned for participating members by a single currency that consolidates economic
stability and deepens the potential of economic integration. We have consolidated a unique
participative social model. Our standards of basic education are high and the science base is
historically well developed. Europe is home to dynamic and innovative companies with
extraordinary competitive strength. At their best, they are demonstrating a remarkable
capacity for renewal. We have made more progress towards sustainable development than any
other region of the world.

We have done this by acting in partnership — Europe’s institutions, govemment and
administrations at a national, regional and local level, our social partners, civil society — all
moving together towards a common goal.

“This legacy represents a substantial down-payment towards the vision that binds us together;

a vision, confirmed in the Constitution, of ensuring “the sustainable development of Europe
based on balanced economic growth and price stability, a highly competitive social market
economy, aiming at full employment and social progress and a high level of protection and
improvement of the quality of the environment”.

The past 50 years have seen extraordinary progress, but in a changing world Europe cannot -

stand still. This is why five years ago Heads of State and Government signed up to an
ambitious programme of change. They committed themselves to making the European Union
the most dynamic and competitive knowledge-based economy in the world capable of
sustainable economic growth with more and better jobs and greater social cohesion, and
respect for the environment.

Today, we see that progress has at best been mixed. While many of the fundamental
conditions are in place for a European renaissance, there has simply not been enough delivery
at European and national level. This is not just a question of difficult economic conditions




since Lisbon was launched, it also results from a policy agenda which has become
overloaded, failing co-ordination and sometimes conflicting priorities. For some this suggests
that we should abandon the ambition of 5 years ago. The Commission does not agree. The
challenges we face are even more urgent in the face of an ageing population and global
competition. Unless we reinforce-our commitment to meeting them, with a renewed drive and
focus, our model for European society, our pensions, our quality of life will rapidly be called

into question.

The need for urgent action is confirmed by the report from the High Level Group chaired by
Wim Kok last November. It identifies a daunting challenge. According to Kok, “The Lisbon
strategy is even more urgent today as the growth gap with North America and Asia has
widened, while Europe must meet the combined challenges of low population growth and
ageing. Time is running out and there can be no room for complacency. Better
implementation is needed to make up for lost time”. Faced with this challenge Europe needs
to improve its productivity and employ more people

On current trends, the potential growth of the European economy will halve over the coming
decades and reach just over 1% per year.

Europe’s performance has diverged from that of our competitors in other parts of the world.
Their productivity has grown faster and they have invested more in research and
development. We have yet to put in place the structures needed to anticipate and manage
better the changes in our economy and society. And we still need a vision for society which
can integrate both the ageing and the young, particularly for the development of our
workforce, where current dynamics cast a shadow over both long-term growth and social

cohesion.

The Commission has risen to this challenge in presenting it proposals for the Union’s
Strategic Objectives, ‘renewed growth is vital to prosperity, can bring back full employment
and is the foundation of social justice and opportunity for all. It is also vital to Europe’s
position in the world and Europe’s ability to mobilise the resources that tackle many global

different challenges’.

We need a dynamic economy to fuel our wider social and environmental ambitions. This is
why the renewed Lisbon Strategy focuses on growth and jobs. In order to do this we must

ensure that:

— Europe is a more attractive place to invest and work
— Knowledge and innovation are the beating heart of European growth

— We shape the policies allowing our businesses to create more and better jobs

Making growth and jobs the immediate target goes hand in hand with promoting social or
environmental objectives. The Lisbon Strategy is an essential component of the overarching
objective of sustainable development set out in the Treaty: improving welfare and living
conditions in a sustainable way for present and future generations. Both Lisbon and the
Sustainable Development Strategy contribute to ensuring this goal. Being mutually




reinforcing, they target complementary actions, use different instruments and produce their
results in different time frames.

The Commission is fully committed to sustainable development and to modemising and
advancing Europe’s social model. Without more growth and jobs this will not be possible.
Our Sustainable Development Strategy and our Social Agenda have been under review and
proposals, ahead of the Spring European Council, will be presented in the coming weeks. In
addition, we bave to continue working with our international partners to address global
macro-economic unbalances, as boosting growth is as beneficial to our partners as to the

Union.

“Lisbon” therefore requires immediate action and the case for acting together in Europe is
strong.

The costs of not doing so are large and quantifiable. The ‘costs of non-Europe’ have been
substantiated through a large volume of academic evidence. One can argue with the figures.
But not achieving “Lisbon” does have a cost. The best evidence can be found in the widening
gap of Europe’s growth potential compared to other economic partners. However, the
potential gains from wider and deeper economic integration in an enlarged Europe are
massive.

This mid-term review sets out how we can help Europe to meet its growth and jobs challenge.
It launches the idea of a Partnership for Growth and Jobs, supported by a Union Action
Programme and National Action Programmes containing firm commitments. It builds on three
central concepts:

— First, Europe’s actions need more focus. We must concentrate all our efforts on
delivering on the ground policies that will have greatest impact. This means keeping
existing promises, building on the reforms already underway in every Member State and
launching new action where it is needed to keep us on target. It requires a rigourous
prioritisation on the part of the Commission and must be anchored in the firm support of
the European Council and the European Parliament.

— Second, we have to mobilise support for change. Establishing broad and effective
ownership of the Lisbon goals is the best way to ensure words are turned into results.
Everyone with a stake in Lisbon’s success and at every level must be involved in
delivering these reforms. They must become part of national political debate.

— Third, we need to simplify and streamline Lisbon. This means clarifying who does what,
simplify reporting and backing up delivery through Union and National Lisbon Action
Programmes. There should be an integrated set of Lisbon “guidelines” to frame Member
State action, backed up by only one report at EU level and only one report at national level
presenting the progress made. This will significantly reduce the national reporting burden
placed on Member States.

All this must be set against the backdrop of wider reforms. Qur ambition for change must be
matched by the necessary resources at both EU and national level.




Sound macroeconomic conditions are essential to underpin a credible effort to increase
potential growth and create jobs. The changes proposed to the European Union’s stability and
growth pact — the rules at EU level that govern national budgetary policies — should further
stabilise our economy, while ensuring that Member States can play a full role in creating

conditions for long-term growth.

At a European level, the debate on the future financial framework for the Union up to 2013
(“the Financial Perspectives”) must draw the consequences of our Lisbon ambition,
supporting Lisbon priorities within the future EU budget. We must provide the support and
investment a modern, knowledge-economy needs, use our resources in ways which help us to
adapt to changing economic and social conditions, and operate programmes which provide the
right incentives for Member States to focus their own national public spending on Lisbon
objectives. The Commission’s proposals for the Financial Perspectives reflect these priorities.

If we can match ambition, resources and good ideas; if we can transform them by the end of
the decade into lasting change on the ground; and if we can support Lisbon by closing the gap
on investment in our economy and launching a new drive for stronger cohesion across our
continent then we can bring our Lisbon goals back into sight.

This is the new start that Europe needs.




Executive Summary

Five years ago the European Union launched an ambitious agenda for reform. Over the last
year the Comxmission has been reviewing the progress made. This has led to a vigorous debate
at European and national level amongst all those with an interest in Lisbon’s success. In
addition, the Commission has benefited from the work of the High Level Group chaired by
Wim Kok, which reported last November. Today, there is general consensus that Europe is far
from achieving the potential for change that the Lisbon strategy offers. While both the
diagnosis and the remedies are not contested, the reality is that not enough progress has been
made.

This Report, at the mid-point stage of Lisbon, now sets out how we can work together for
Europe’s future and put the Lisbon agenda back on track.

The renewed Lisbon Strategy — what will change?

The Commission proposes a new start for the Lisbon Strategy, focusing our efforts around
two principal tasks — delivering stronger, lasting growth and creating more and better
jobs. Meeting the Europe’s growth and jobs challenge is the key to unlocking the resources
needed to meet our wider economic, social and environmental ambitions; meeting those wider
goals will anchor the success of our reforms. For this to be possible, sound macroeconomic
conditions are crucial, in particular the pursuit of stability-oriented macroeconomic policies
and of sound budgetary policies.

I Ensuring delivery

Delivery is the main issue for the Lisbon Strategy at both European and national level. The
implementation of the reform agenda requires a renewed Partnership for growth and
jobs.

As regards the EU level, the Commission will play its central role of initiating policy and
ensuring implementation.

In parallel, Member States must deliver the agreed backlog of Lisbon reforms. This should
be backed up by National Lisbon Programmes — setting out how they will do this (see
governance below). -

II A renewed Lisbon Action Programme

This Report does not attempt to rewrite the Lisbon strategy, but it does identify new actions at
European and national level which will help to see our Lisbon vision is achieved.

A more attractive place to invest and work

Extend and deepen the internal market
»  |mprove European and national regulation

= Ensuring open and competitive markets inside and outside Europe




= Expand and improve European Infrastructure

v 'We must extend and deepen the internal market. Member States must improve

implementation of existing EU legislation if businesses and consumers are to
feel the full benefits. In a number of Member States, key markets like
telecoms, energy and transport are open only on paper — long after the expiry
of the deadlines to which those Member States have signed up.

Key reforms are still needed to complete the single market and should be
given specific attention: financial services markets, as well as services in
general, the REACH proposal, a common consolidated corporate tax base as
well as the Community Patent.

The regulatory climate must improve. In March the Commission will launch a
new regulatory reform initiative, and we will draw on outside expertise to
advise us on the quality and methodology of how we carry out impact
assessments.

Competition rules must be applied proactively. This will help to boost
consumer confidence. Sectoral screenings of the barriers to competition
will be launched in sectors such as energy, telecoms and financial services.

European businesses also need open global markets. The Union will press hard
for completion and implementation of the Doha Development Round, as
well as progress on other bilateral and regional economic relationships.

Knowledge and innovation for growth

s jncrease and improve investment in Research and Development
Faciliate innovation, the uptake of ICT and the sustainable use of resources

s Contribute to a strong European industrial base

v’ Public authorities at all levels in the Member States must work to support

innovation, making a reality of our vision of a knowledge society. The
Union’s continued focus on areas such as the information society,
biotechnology and eco-innovation should help them to do this.

More investment by both the public and private sector spending on research
and development. At EU level, we need the early adoption by the European
Parliament and Council of the next Research Framework programme and of
a new programme for competitiveness and innovation. These will be

presented in April.

As part of a major reform of State Aid policy starting later this year, Member
States, regional and other public actors will have more scope to support
research and innovation, particularly by the EU’s small and medium-sized
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" businesses.

v~ Spreading knowledge through high quality education system is the best way of
guaranteeing the long-term competitiveness of the Union. In particular, the
Union must ensure that our universities can compete with the best in the World
through the completion of the European Higher Education Area.

v The Commission will propose the creation of a “European Institute of
Technology”.

v~ The Commission will support and encourage Innovation Poles designed to
help regional actors bring together the best scientific and business minds with
the right resources to get ideas from the lab and into the workshop.

v~ The Commission and Member States must step up their promotion of eco-
innovation which can bring substantial improvements to our quality of life as
well to growth and jobs, for example in areas such as sustainable resource use,
climate change and energy efficiency.

v’ Partnering with industry will also be fostered by European Technology
Initiatives, which build on the experience of the Galileo satellite navigation
system. The first of these should start to appear in 2007 once the next Research
Framework Programme is up and running.

Creating more and better jobs

s Attract more people into employment and modemise social protection systems
= improve the adaptability of workers and enterprises and the flexibility of labour markets
= Investing more in human capital through better education and skills

v' The Social Partners are invited to develop a joint Lisbon action
programme ahead of the Spring 2005 European Council identifying their
contribution to the Lisbon goals.

v Member States and the social partners must increase efforts to boost the level
of employment particularly by pursuing active employment policies which
help people in work and provide incentives for them to remain there,
developing active ageing policies to discourage people from leaving the
workforce too early, and by modernising social protection systems, so that they
continue to offer the security needed to help people embrace change.

v The future of Europe and the future of the Lisbon Strategy is closely linked to
young people. The Union and the Member States must ensure that the reforms
proposed help to give them a first chance in life and equip them with the skills
needed throughout their lives. The Union also needs to develop its priorities in
responding to the demographic challenge that we face.

v’ Member States and the social partners must improve the adaptability of the
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workforce and of businesses as well as the flexibility of labour markets to
help Europe adjust to restructuring and market changes.

v’ In the face of a shrinking labour force, we need a well-developed approach to
legal migration. The Commission will present a plan before the end of 2005
on the basis of the on-going public consultation.

v" Europe needs more and better investments into education and training. By
focusing at European and national level on skills and life-long leaming it will
be easier for people to move to new jobs. This should be backed up by the
adoption this year of the Life Long Learning Programme at EU level and in
2006 the presentation of national Life Long Learning strategies by the Member
States.

v' Europe also needs a more mobile workforce. Mobility within the Union will
also be helped by the early adoption of the pending framework for
professional qualifications. The Commission will make proposals during
2006 to simplify mutual recognition of qualifications. Member States should
accelerate the removal all restrictions on the mobility of workers from the
countries that have recently joined the Union.

v' Regional and local authorities should be designing projects which take us
closer to our Lisbon ambition. The next generation of Structural Funds
(including those for rural development) are being reshaped with this in mind -
focusing on how it can help to deliver growth and jobs at a local level.

III  Improving Lisbon governance

The governance of the Lisbon Strategy needs radical improvement to make it more
effective and more easily understood. Responsibilities have been muddled between the
Union and its Member States. There are too many overlapping and bureaucratic reporting
procedures and not enough political ownership.

To clarify what needs to be done and who is responsible the Commission will bring forward a
Lisbon Action Programme.

In addition, the Commission is proposing an integrated approach to streamline the existing
Broad Economic Policy and Employment Guidelines, within a new economic and
employment cycle. In future, an integrated set of Guidelines alongside the Lisbon Action
Programme will be used to move the reform agenda forward. These will cover macro-
economic policies, employment and structural reforms. In response, Member States are
expected to adopt National Action Programmes for growth and jobs, backed up by
commitments and targets, after broad discussion at a national level.

To bring all this together Member States should appoint a “Mr” or “Ms Lisbon” at
government level.

Reporting will also be simplified. There will be a single Lisbon report at EU and at national
level on the progress made. This new reporting process will provide a mechanism through
which the European Council and the European Parliament can focus on key policy issues




without being encumbered by the multitude of sectoral reports which are currently part of the
annual cycle. '

This approach will make it easier for the European Council to give practical guidance each
spring and for the Commission to play its role of monitoring progress towards the Lisbon
goals, offering encouragement and proposing additional action to keep Lisbon on track.

* %k %k

On this basis, the Commission recommends to the European Council to:

— Launch a new Partnership for Growth and Jobs

— Endorse the Community Action Programme and call for Member States to establish their
own National Action Programmes

— Approve the new arrangements for governance of the Lisbon Strategy set out in this
Report, in order to improve the effectiveness of policy delivery at Community and national
level and to encourage a real debate and genuine political ownership of our Lisbon goals.




1. GROWTH AND JOBS CENTRE STAGE

The Lisbon
agenda was
meant to unlock
Union's
potential...

...but not
enough progress
has been made.

Growth and jobs
are the next
great European
project.

This requires a
renewed
partnership.

The Single Market, the euro, the recent enlargement of the Union show the
potential of the Union has to achieve ambitious goals. Over half a
century the Union has built peace and prosperity. It has taken a changing
economic, social and political landscape in its stride. It has done this by
setting common goals and working together to achieve them; the Union and
the Member States, Governments and civil society, business and citizens.
This same dynamism drove the launch of the far-reaching agenda for
reform in March 2000 at the Lisbon European Council. It mapped out a
path towards a competitive and inclusive, knowledge-based, economy,
offering a Furopean response to the urgent challenges our continent faces.

Today, we see that combination of economic conditions, international
uncertainty, slow progress in the Member States and a gradual loss of focus
has allowed Lisbon to be blown off course. Yet the challenges if anything
have become more urgent in the face of global competition and an ageing
population; factor which are even more apparent today than five years ago.
This assessment is shared by the Report presented by the High Level Group
chaired by Wim Kok!. It stressed Europe’s insufficient progress in
reaching the Lisbon strategy’s objectives. In response, we need to restore
confidence in Furope’s ability to create the conditions to meet its
objectives. Europe can build on its rich tradition and diversity, its unique
social model and draw further strength from its recent enlargement which
makes it the largest single market and biggest trading block in the world.

The most important conclusion of the Kok report is that “the promotion of
growth and employment in Europe is the next great European project™. The
Commission proposes to refocus the Lisbon agenda on actions that promote
growth and jobs in a manner that is fully consistent with the objective of
sustainable development. The actions falling under this strategy should
reinforce the Union potential to meet and further develop our
environmental and social objectives. However, the challenge is to define
now a strategy that addresses the areas in which Europe is not performing
well (for example, our stagnant growth and insufficient job creation).

This strategy must be taken forward through a renewed partnership between
the Member States and the Union — with the full involvement of the social
partners. The new Lisbon agenda is necessarily broad but a limited set of
policy priorities will be central to its success. We must focus on these to
ensure the success of the whole. Delivery will be critical and improvements
of the existing delivery mechanisms are urgently required. This calls for a
streamlined and effective working method to implement the strategy which
binds together the Union and the Member States. For this to be possible, the
Lisbon agenda must be owned by all stakeholders at EU, national, regional
and local level: Members States, European citizens, parliaments, social
partners and civil society and all Community institutions. They should all

! Report from the High Level Group on the Lisbon Strategy, chaired by Wim Kok, November 2004.
http://europa.eu.int/comm/lisbon_strategy/group/index_en.html
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Sound
macroeconomic
conditions are
the starting
point for
success.

More and better
Jjobs....

...enhanced
competitiveness
through
productivity
growth ...

...must go hand
in hand.

Open
international

contribute to construct Europe’s future. After all, everyone will benefit
from the future that the Lisbon agenda is trying to shape. The renewed
Lisbon strategy is about tapping this potential for our citizens. It is about
opportunity and a common vision for progress.

Sound macroeconomic conditions and policies

Sound macroeconomic conditions are essential to underpin a credible effort
to increase potential growth and create jobs. In particular, the continued
pursuit of stability-oriented macroeconomic policies and of sound
budgetary policies will be crucial. Governments must, whilst maintaining or
pursuing sound public finances maximise the contribution to growth and
employment.

The changes proposed to the European Union’s stability and growth pact —
the rules at EU level that govern national budgetary policies — should
further stabilise our economy, while ensuring that Member States can play
a full role in creating conditions for long-term growth.

Productivity and employment

The Lisbon strategy gives equal importance to increasing both employment
and productivity, through enhanced competitiveness.

Labour markets must be allowed to function better, providing incentives for
people to work and for businesses to take them on, and to create more and
better jobs. This will require significant investment in human capital, and
greater adaptability of the workforce in more inclusive labour markets.

Productivity growth has siowed down markedly in the EU. Reversing this
trend is the major competitiveness challenge facing the Union. At the same
time, we must aim at lasting productivity increases in all key sectors of the
economy. Together with improving the skills of the labour force, stronger
investments and use of Information and Communication Technologies
(ICTs) across the economy, a healthy competitive environment and the
right balance of regulation are of paramount importance to boosting
productivity. However, Lisbon’s overburdened list of policy objectives has
obscured the importance of these actions which can drive productivity
growth. From now on, structural reforms, through such policies, should be
pivotal in the renewed Lisbon strategy.

Productivity growth and increased employment must go hand in hand. We
need to avoid the type of jobless growth that has marred the performance of
the US economy in the past years. At the same time, we must bring the long
term unemployed and people with relatively low skills back into work. This
might impact the speed at which our productivity can improve. The strong
emphasis on knowledge, education and innovation in our renewed Lisbon
strategy will give people the opportunity to climb the productivity ladder
and guarantee that overall our productivity grows quickly.

The opening of international markets and the strong growth of newly
industrialising economies will make a significant contribution to growth




markets matter. and jobs. However, this will only happen if we can ensure a deeper and
more rapid process of structural adjustment of our economy to reallocate
resources to sectors where Europe has a comparative advantage.
Facilitating change to more competitive sectors and better quality jobs is
therefore critical to the success of the renewed Lisbon strategy.
The Against the backdrop, pushing forward our policy agenda relies on action at
responsibility both Union and national level. Success depends on shared responsibilities
;"ﬁii‘;’;‘;’;‘{l and shared ownership. This is why a partnership is indispensable.
and national
level.
2. BUILDING A EUROPEAN PARTNERSHIP FOR GROWTH AND EMPLOYMENT
Growthand jobs— The Commission has just recently proposed building a partnership for
the first example  European remewal®. This forms part of the strategic programme for 2005-
of our Partnership 5009 and is geared to enabling the Member States, the European Union and
Jor European . .
renewal. the social partners to work together towards the same aim. As already stated,
growth and jobs will spearhead this new partnership. All the input so far
clearly indicates a real determination to work towards this renewed
ambition.
To succeed we The Commission is therefore calling on this March’s European council to
must take Lisbon  polaynch the Lishon Strategy by way of a European Partnership for jobs and
Jorward by ... growth. The partnership will have one aim and one only: to facilitate and
speed up delivery of the reforms mneeded to boost growth and
employment.
It must bring solid added value if it is to produce tangible and swift results:
...mobilising s Getting the different players to work together. Mobilisation and
support... collective effort are the key elements of the Partnership. The
challenges are common challenges and affect our model of
development. We have to rise to them together — after all, everyone's
individual input is essential to ensure collective success. The scale
of the challenges is such, and our economies so interdependent, that
no Member State is capable of facing up to the task alone.
-..spreading = Making sure that these objectives and reforms are taken on board
ownership... by all the various players. The Lisbon Strategy failed to commit the
key players sufficiently in terms of delivery, particularly at national
level. Mobilisation is possible only if the various players feel that
the policies proposed concern them, and that they are truly involved
in the decision-making and implementation process. The Member
States should therefore be called on to produce a single national
action programme — following broad consultation — and a single
national report on the Lisbon Strategy (see point 4).
2 COM(2005)12, Strategic objectives 2005-2009. Europe 2010: a partnership for European renewal —

Prosperity, solidarity and security.




..and
strengthening
priorities.

3.

Three main
areas...

.. will simplify
our approach...

...setting out who
does what, by
when and how we
will judge
progress.

AN EU
Institutions have a
role to play.

Member States
must make firm
commitments.

» Refocusing efforts on priority and visible objectives, backed up by

tangible measures impinging on growth and jobs. This is
fundamental if Lisbon is to succeed. It is by pinpointing clear
priorities and concrete action that we shall get people rallying
behind it and committing themselves to it.

For this partnership to deliver result, it requires, at a national level, the full
commitment of every partner.

ACTIONS TO DELIVER GROWTH AND JOBS

A Lisbon Action Programme for the Union and the Member
States

3.1.

At the heart of the proposed partnership for growth and jobs is a Lisbon
Action Programme. It sets out priorities which will help the Union and its
Member States drive up productivity and create more and better jobs. It
covers actions in three main areas:

* Making Europe a more attractive place to invest and work,
=  Knowledge and innovation for growth,
= Creating more and better jobs

This provides a stronger focus for the renewed Lisbon strategy. It gives a
clearer sense of priorities. It responds to the criticisms that Lisbon had too
many priorities and was too complex for people to really understand what
Lisbon was about.

The Lisbon Action Programme - building on the experience of the Internal
Market Programme — identifies responsibilities, sets deadlines and measures
progress. In particular, it makes a clear distinction between actions at
Member States and European Union level. The most important actions are
presented in this chapter.

As regards the EU level, the Commission will play its central role of
initiating policy and ensuring implementation. It will do so working closely
with the Parliament and Council, as well as drawing on the expertise of other
EU institutions such as the European Economic and Social Committee, the
Committee of the Regions or in the financial field the European Investment
Bank.

As regards the national level, the Commission will be a facilitator through
benchmarking, financial support, promotion of social dialogue or by setting
up best practices. But success on the ground is where the first phase of
Lisbon has fallen down. This is why the Commission is setting out where
Member States, taking account of their specific situation, are expected to
make firm commitments within their own national action programmes.
These should cover concrete measures, including a time-table and progress




indicators. The Commission will continue to monitor and assess the progress
made, using the new method of reporting and coordination described below.

3.2 Making Europe a more attractive place to invest and work

Boosting growth and jobs requires increasing Europe’s attractiveness as a
place to invest and work. The European Union and the Member States must

focus their actions on key levers.

We needabetter  Action here is of particular importance for Europe’s small and medium
environment for  gjyeq businesses (SMEs) which constitute 99% of all enterprises and two
our small and - . .
medium-sized third of employment. There are just too many obstacles to becoming an
businesses. entrepreneur or starting a2 business, and, therefore, Europe is missing
opportunities. Encouraging more entrepreneurial initiative implies promoting
more entrepreneurial attitudes. The balance between risk and reward
associated with entrepreneurship should be reviewed. The stigma of failure
complicates a fresh start and even deters many from starting a business in the
first place. Finally, in Europe, despite progress during the first five years of
Lisbon, there is still insufficient risk capital available to start up innovative
young businesses and current tax rules discourage the retention of profits to

build up equity.
3.2.1.  Extend and deepen the Single Market

Weneedtoextend  Completing the Single Market, particularly in the area of services,

and deepen the : . .

internal market... regulated professions, energy, transport, public procurement and financial
services remains a crucial task. Providing high quality services of general
interest to all citizens at affordable prices is also necessary. A healthy and
open services sector is increasingly crucial to growth and jobs in the
European economy. The services sector has been responsible for almost all
the new jobs created in the EU in the period 1997-2002. Services now
account for 70% of EU value added. Freeing up the prov1s1on of these
services will stimulate growth and generate employment. A net increase of
600.000 jobs could be achieved if the services sector was freed up.

These are areas which can deliver a real growth and job dividend and are of
immediate relevance for consumers. In many of these areas, Lisbon has
already delivered much of the legislation, but Member States are letting their
businesses and citizens down by dragging their feet in implementation and
enforcement.

..spur investment  Removing remaining barriers will create new opportunities for market
and innovation....  entrants and the resulting competition will spur investment and innovation.

This is all the more 1mporta.nt against a backdrop of stagnating intra-EU
trade in goods and stalling price convergence.’

Making the most  Public services have a central role in an effective and dynamic single market.
of servicesof The Commission published in May 2004 a White Paper setting out principles
ﬁ';f::tl economic  underpinning EU policies in the area of services of general interest and
addressing key issues such as the interface with internal market, competition
and state aid rules, and the selection of the provider and consumer rights.
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The Commission will return to this issue later in 2005.

Finally, Member States should ensure that their own regulatory systems are
better attuned to the needs of an EU-wide market. It is crucial to ensure and,
where necessary, improve of the role of national administrations in providing
the right market conditions (e.g. greater use of on-line services (e-
government), tackling corruption and fraud). Moreover, much can be done in
the area of taxation to make the Single Market work better and to reduce the
existing barriers and the administrative burden for entrepreneurs.

SINGLE MARKET LEGISLATION

The Financial Services Action Plan was one of the real success
stories of the first phase of the Lisbon Strategy: legislative
measures were delivered on time; the European Institutions worked
well together and innovative solutions were found to fill in the
detail of the ambitious new framework. What counts now is to
ensure the rules are consistently applied across the Union. At the
same time, the “lefiovers” from the Financial Services Action Plan
should be addressed over the coming years. Action will be taken
only if broad consultation with interested parties and impact
assessment demonstrates a clear value-added

In order to build consensus on the Services Directive and to ensure
the smooth discussion of this important proposal, the Commission
will work constructively with the European Parliament, the Council
and other stakeholders in the run up to the adoption of the first
reading by the Parliament. We will focus particularly on concerns
raised on areas such as the operation of the country of origin
provisions and the potential impact for certain sectors.

On the REACH directive, the Commission stresses the need to
arrive at a decision which will be consistent with the Lisbon goals
as regards the competitiveness of the European industries and
encouraging innovation, and which will achieve a marked
improvement in health and environment to the benefit of Europe’s
citizens. The Commission signals its willingness to cooperate fully
with Parliament and with Council in search for pragmatic solutions
to key issues which have emerged in the examination of REACH in
order to improve its workability.

In order to overcome the obstacles posed by 25 different sets of
rules governing how companies are taxed when they operate in
several Member States, the Commission is taking work forward to
try to achieve an agreement on a common consolidated corporate
tax base and its implementation. This will reduce a significant
overhead to doing business in different countries, while leaving
Member States free to set the corporate tax rate.

The Community Patent has become a symbol of the Union's
commitment to a knowledge-driven economy. This remains an
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important proposal and rapid progress towards a workable solution
that supports innovation must be pursued.

3.2.2.  Ensure open and competitive markets inside and outside Europe

Competition is of fundamental importance for the whole partnership for
growth and jobs. EU competition policy has played a key role in shaping
European competitive markets, which have contributed to increasing
productivity. This will continue in the enlarged Europe in particular through
proactive enforcement and a state aid reform regarding innovation, R&D and

.risk capital. The Commission will, therefore, continue to pursue its

competition policies, which can also help in identifying regulatory and other
barriers to competition. Enquiries in key sectors, like financial services and
energy, will be undertaken to ascertain the underlying reasons why markets
do not fully function in such sectors.

Member State should reduce and redirect State Aids to address market
failures in sectors with a high growth potential as well as to stimulate
innovation. These initiatives should clearly target the needs and burdens for
small and medium sized enterprises. The Commission will launch- a major
overhaul reform of State aid rules during the course of the year (see section
3.3.1).

European companies are facing more and more international challenges and
EU trade policy needs to ensure that they can have access to third markets
and compete on a fair basis with clear rules. In summary, open markets, both
in Europe and globally, are crucial to generating higher growth rates.

. GROWTH AND JOBS: THE GLOBAL DIMENSION

The completion of an ambitious agreement in the DOHA round,
therefore, remains the fundamental objective. This should be
complemented by bilateral and regional Free Trade Agreements,
including with Mercosur, the Gulf Co-operation Council.

There should be a fresh drive for regulatory and administrative
convergence at the international level, in particular in transatlantic
trade relations. Ensuring that standards converge as widely as
possibie at the international level — whether this is with our major
trading partners such as the USA or with rapidly growing markets
in Asia such as China, India and with other countries in the EU
neighbourhood — holds out the potential for significant cost
reductions and productivity growth. The Commission will actively
pursue this agenda.

3.2.3.  Improve European and national regulation

. Cutting unnecessary costs, removing obstacles to adaptability and innovation

and more competition and employment friendly legislation will help create

.more conducive conditions for economic growth and improved productivity.

This comprises measures such as simplification, well shaped legislation and
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efforts to reduce the burden of administrative costs. The right regulatory
framework will also strengthen consumer confidence and help them
contribute to growth. Regulatory burdens also disproportionately affect
SMEs which usually have limited resources to deal with the administration

such rules often imply.

A new approach to regulation should seek to remove burdens and cut red
tape unnecessary for reaching the underlying policy objectives. Better
Regulation should be a cornerstone for decision making at all levels of the
Union.

BETTER REGULATION

Better regulation has a significant positive impact on the
framework conditions for economic growth, employment and
productivity by improving quality of legislation, thereby creating
the right incentives for business, cutting unnecessary costs and
removing obstacles to adaptability and innovation.

Member States should also pursue their own better regulation
initiatives, notably in respect of sectors where Europe’s
productivity growth is clearly lagging behind, such as the services
sector.

The Commission will ambitiously pursue this objective and launch
a major new initiative before the Spring Council, which includes:

— Better assessing the effect of new legislative/policy proposals on
competitiveness, also through its Impact Assessment instrument.

— Drawing on outside expertise to advise on the quality and
methodology of how to carry out impact assessments.

— The cumulated burden of regulation, difficult market access and
insufficient competitive pressure can hold back innovation in
sectors that have a high growth potential. The Commission will,
therefore, launch a series of sectoral reviews with a view to
identifying growth and innovation inhibiting obstacles in key
sectors. A special attention will be given to burdens for small
and medium sized enterprises.

3.2.4. Expand and improve European infrastructure

The Single Market needs to be equipped with modern infrastructure to
facilitate trade and mobility. Progress here has been disappointingly slow
and this now needs to be addressed. A modern infrastructure is an
important competitiveness factor in many enterprise decisions, affecting
the economic and social attractiveness of locations. It guarantees mobility of
persons, goods and services throughout the Union. Also, infrastructure
investments especially in the new Member States will encourage growth and
lead to more convergence, in economic, social and environmental terms.
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Given the long term effects of infrastructure, decisions should significantly
contribute to sustainability. Similarly, fair and efficient systems of
infrastructures pricing will serve this objective.

Finally, we need to ensure that the opening to competition of sectors like
energy and other network industries, which has already been agreed, is now
fully implemented on the ground. These measures offer an essential lever for
ensuring the best use of physical infrastructure with both industry and
consumers enjoying the benefits, wherever their location, of lower prices,
greater choice and a guarantee of high quality services of general interest to
all citizens.

EUROPEAN INFRASTRUCTURES

Moderm transport and energy infrastructures throughout the European Union
territory are a prerequisite for reaping the benefits of a re-invigorated Lisbon
strategy. Member States must deliver on their commitments to start work on
45 “quick start” cross-border projects for transport and energy. European
coordination on a project by project basis must be matched by a clear
commitment on the part of Member States concemed to launch a planning
and financing process. Member States should report on progress made as

part of their national action programmes.

33. Knowledge and innovation for growth

In advanced economies such as the EU, knowledge, meaning R&D,
innovation and education, is a key driver of productivity growth. Knowledge
is a critical factor with which Europe can ensure competitiveness in a global
world where others compete with cheap labour or primary resources.

3.3.1. Increase and improve investment in Research and Development

The EU, however, still invests about a third less than the USA in R&D. 80%
of the gap is due to under-investment in research and development from the
private sector, notable in ICT. The EU is currently spending only 2% of
GDP, barely up from the level at the time of Lisbon’s launch. We must
achieve faster progress towards the EU target of 3% of GDP for R&D
expenditure. This requires increased and more effective public expenditure,
more favourable framework conditions and powerful incentives for
companies to engage in innovation and R&D, as well as more numerous well

trained and motivated researchers.

MEETING THE 3% R&D TARGET

Progress towards the Lisbon target for EU research and
development spending (3% GDP by 2010) is largely in the
hands of Member States. In their national Lisbon programmes,
Member states should explain the steps which will bring this
target in reach. Mobilising more business investment is crucial
and Member States should take full advantage of the
possibilities that the new State aid framework.
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A key building block should also be a co-ordinated European
approach to improve the tax environment for R&D. This is
an increasingly important factor encouraging business to spend
more on investment research and development in other
countries. This will primarily be important for the growth of
high-tech small and medium sized enterprises throughout the
Union. :

At EU level the 7® research framework programme will aim
strongly boost our industries’ competitiveness in key
technology areas by pooling and strengthening efforts across
the EU and by leveraging private sector investment. The new
framework programme will also focus on excellence of the
research base through the future European Research Council,
composed of independent world-class scientists, selecting
research projects and programmes on the- basis of scientific
excellence.

REVISION OF THE STATE AIDS FRAMEWORK FOR R&D
AND INNOVATION

In the context of the overall reform of State aid rules, a revision
of the existing State Aid Framework for R&D will be brought
forward with the aim of facilitating access to finance and risk
capital as well as public financing of R&D and innovation. The
Commission will present a communication on the future of State
Aid policy before summer 2005. We need to make it easier to
provide financial support for research and innovation,
particularly for young and innovative companies. Today, limited
access to finance is one of the biggest barriers to innovation.
Public support should be available where the spill-overs for
society at large is significant, while ensuring that competitive
conditions are not distorted.

3.3.2.  Facilitate innovation, the uptake of ICT and the sustainable use of
resources

Universities’ contribution to the creation and dissemination of
knowledge throughout the Union must be reinforced. The Commission
will come forward with ideas on how to increase their potential and quality in
research, science in order to be more attractive and build better links with
industry. The Commission will also propose guidelines to improve their
research collaboration and technology transfer with industry. It will address
the question of how to enable European universities to compete
internationally. In many ways, the existing approaches to financing,
governance and quality are proving inadequate to meet the challenge of what
has become a global market for academics, students and knowledge itself.

In order to achieve greater synergies between research, structural and
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cohesion funding, we should invest morc in facilities for research and
innovation, which enable more regions to participate in EU level research

activities.

INNOVATION POLES

At a regional and local level, we need a greater focus on establishing
innovation poles, bringing together high technology small and medium
sized enterprises, universities and the necessary business and financial
support. Member States should exploit the opportunities offered by EU
regional and social funds to support regional innovation strategies. This is
crucial to exploiting new “centres of excellence”, promoted in our research
program so that we get more ideas out of the lab and into workshop. This will
be facilitated by strengthened links between the regional funds, the research
framework programme and the new Competitiveness and Innovation

Programme.

National Lisbon action programs should provide a roadmap for such
establishing and developing new and existing poles.

The search for knowledge has always been at the heart of the European
adventure. It has helped to define our identity and our values, and it is driving
force behind our future competitiveness. In order to reinforce our
commitment to knowledge as a key to growth, the Commission proposes the
creation of a “European Institute of Technology” to act as a pole of
attraction for the very best minds, ideas and companies from around the
World. The Commission will actively explore with the Member States and
public and private stakeholders on how best to take this idea forward.

Innovation is significantly affected by competition and tax policy, as well as
the speed with which new technologies are taken up, especially in the context
of rapidly changing technology.

More generally, our innovation performance is crucially dependent on
strengthening investment and the use of new technologies, particularly
ICTs, by both the private and public sectors. Information and
Communication technologies provide the backbone for the knowledge
economy. They account for around half of the productivity growth in modern
economies. However, investments in ICTs in Europe have been lower and
later than in the United States, especially in service sectors such as transport,
retail or financial services.

While the prime responsibility remains with business and public
administrations when making their investment programmes, Europe is
helping. A new initiative - i2010: European Information Society will
stimulate the take-up of ICTs, to continue the eEurope agenda which the
Lisbon Strategy fostered. It will do this by promoting a clear, stable and
competitive environment for electronic communications and digital services;
increased research and innovation in ICTs and an Information Society
dedicated to inclusion and quality of life.
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Lasting success for the Union depends on addressing a range of resource and
environmental challenges which if left unchecked will act as a brake on
future growth. This goes to the heart of sustainable development. In contrast
to Europe, many parts of the world see high rates of economic growth
combined with rapid rise in their population. Europe must rise to this
challenge and take the lead in shifting towards more sustainable patterns of
production and consumption.

Moreover, by getting more output from given inputs innovation leading to
productivity growth can also make a significant contribution to ensuring that
economic growth is increasingly environmentally sustainable. This is why
eco-innovations need to be strongly promoted, notably in transport and
energy.

ECO-INNOVATION

The Commission will step up its promotion of environmental
technologies. It will also take necessary steps to promote the
development of approaches and technologies that allow the EU to
make the structural changes needed for long term sustainability, for
example in the areas of sustainable resource use, climate change
and energy efficiency. These are needed both for use within the EU
and to meet demand in expanding markets worldwide. There is
significant potential for economic, environmental and employment
synergies from environmental technologies and energy efficiency.

These will be supported by increased research and technology
dissemination efforts, including leveraging private finance through
the European Investment Bank, to promote the development and
uptake of low carbon technologies.

3.3.3.  Contribute to a strong European industrial base

Taking the lead internationally in the field of R&D and innovation creates a
first-mover advantage which can be long-lasting, all the more so as
technological breakthroughs such as our experience with GSM enable Europe
to set international standards. In order to enhance and sustain an economic
and technological leadership Europe must have a strong industrial capacity,
particularly by exploiting fully its technological potential. We need an
integrated and anticipative approach based on market driven development of
industrial sectors. The synergies from jointly addressing research, regulatory
and financing challenges at the European level where for reasons of scale or
scope individual member states cannot succeed in isolation to tackle market
failures have not always been fully exploited.

The Galileo project and the aeronautics are powerful examples of a
successful pooling of European excellence — in both cases bringing

* significant benefits to the European economy. Such approaches, mobilising
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public private partnerships, should be developed to tackle cases where the
benefits for society are larger than those for the private sector: for example,
energy from hydrogen. The relaunch of the Lisbon strategy should create the
right conditions for tapping this potential and facilitating the necessary
structural change whilst working externally to achieve open markets.

EUROPEAN TECHNOLOGY INITIATIVES

Industrial competitiveness can be supported by setting up major
European technology initiatives mobilising funding from the Union,
Member States and industry. The next framework programme for
research can drive this process, providing sufficient priority. The
objective is to tackle market failures and to advance concrete
product or service developments on the basis of those
technologies that are not only fundamental to Europe’s sustainable
development model, but will also contribute to industrial
competitiveness. Their scale justifies additional EU funding, which
in turn will mobilise additional national and private funding. The
management would be handled through  public-private
partnerships.

Important examples relate to environment-friendly technologies,
such as hydrogen technologies and solar energy. For these projects,
Galileo, which will create an important market and numerous jobs,
is a good reference point. Increasing the EU’s ability to transform
technology into concrete products, markets and jobs is a key for the
Lisbon success.

The Commission will identify criteria, themes and projects in close
cooperation with the main stakeholders (Member States, research
community, industry, and civil society) and report to the European
Council in June. This process and the subsequent preparation and
funding phase will take place within the Framework Programme
preparation and adoption process.

34. Creating more and better jobs

Ensuring prosperity and reducing the risks of social exclusion means doing
more to give people jobs and make sure they remain in work or education
throughout their lives.

In a context of rapid economic change and intense demographic ageing,
creating more and better jobs is not just a political ambition: it is an economic
and social necessity. Over the next 50 years Europe will face an
unprecedented demographic transition. The total working population will
decrease in absolute terms on current demographic trends. Apart from the
significant social changes this transition will bring about, it will also put
enormous pressure on our pension and social security systems and, if left
unchecked, drag down potential growth rates to a paltry 1% per year. In
addition, the population of some our Member States could shrink
dramatically. The Commission will adopt a green paper to launch a debate on
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this demographic challenge in order to identify which public policies could
be put in place to address it.

Finally, the Commission will propose to revise the European Employment
Strategy in 2005 as an integral part of the new Lisbon Strategy, building on
the Lisbon Action Plan.

3.4.1. Attract more people into employment and modernise social

Dprotection systems

While the issue of low birth rates in Europe should be properly addressed as
part of a long-term policy, raising employment levels is the strongest
means of generating growth and promoting socially inclusive economies.
The challenge is to attract and keep more people in the labour market through
active labour market policies and appropriate incentives. Moving people from
unemployment or inactivity back to employment and giving incentives to stay
longer in the workforce all require the modernisation of social protection
systems. The huge potential of women in the labour market remains to be
fully exploited. social partners should be committed to further eliminate the

gender pay gap.

Action is also needed for young people, where Europe is still faced with high
structural unemployment and high drop out rates from education and for
older workers who still start exiting the labour market on a very large scale
by the time they reach 55 years of age. Moreover, many people find it
difficult to combine work with family life. The provision of better and
affordable child care facilities, in particular, could make an important
contribution. Legal migration to avoid shortages of specific skills and a
mismatch of demand and supply in important segments of the labour market
also has a key role to play

EUROPEAN YOUTH INITIATIVE

In their letter of 29 October 2004, the leaders of France, Germany,
Spain and Sweden put forward a proposal for a European Pact for
Youth which concentrates on reducing youth unemployment and
facilitating entry into the labour market. Finding ways to further
combine work and family life as a central element of the Initiative,

The Policy Areas presented in this Communication contain a
number of measures central to unleashing the potential of young
people. They will be important elements in the revised European
Employment Strategy and back-up by EU funding, notably through
the European Social Fund. Taken together these measures constitute
a genuine European Youth Initiative:

o The policy area “Attract more people into employment and
modernise social protection systems” proposes measures to
reduce youth unemployment such as better vocational training
and the development of apprenticeships, and measures to ensure
that young unemployed people be given particular attention in
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active labour market policy measures. Also under this heading,
actions aimed at improving facilities for childcare and for elderly
and disabled as well as extension of parental leave for fathers
will contribute to a more harmonious combination of work and

family life.

¢ In the policy area “Increase investment in human capital through
better education and skills”, several measures specifically target
the younger generation and aim at endowing this group with
the human capital and the skills needed in a dynamic
knowledge-based economy. Examples of such measures are the
increase and improvement in effectiveness of investments in
education; the reduction of early school leavers and of low
achievers; and increased participation in mathematics, science,
technology and engineering studies.

e Measures under the heading “Increase and Improve investment
in Research and Development” - linked with the ability to
increase the amount of human capital in the economy - will also
benefit the younger generations by opening up new career
prospects.

Member States should modernise social protection systems (most
importantly pensions and health care systems) and strengthen their
employment policies. Member States' employment policies should aim at
attracting more people into employment (notably through tax and benefit
reforms to remove unemployment and wage traps, improved use of active
labour market policies and active ageing strategies); improving the
adaptability of workers and enterprises notably through wage developments
in line with productivity growth and increased investment in human capital.
Increasing healthy life years will be a crucial factor in achieving this
objective.

The Commission is proposing that Member States fix national employment
rate targets for 2008 and 2010 in their National Lisbon Programmes and
that they map out which policy instruments they intend to mobilise to reach
it. The employment guidelines will assist Member States in selecting the most
effective instruments and the Commission will, on this basis, in its Strategic
Annual Report assess progress.

Voluntary business initiatives, in the form of corporate social responsibility
(CSR) practices, can play a key role in contributing to sustainable
development while enhancing Europe’s innovative potential and
competitiveness.

Finally, the social partners are asked to promote the integration of people
excluded from the labour market, including young people. This will not only
contribute to the fight against poverty, but also ensure that more people are in
work.

3.4.2. Increase the adaptability of workers and enterprises and the
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Sfexibility of labour markets

In rapidly changing economies, a high degree of adaptability is also vital to
promote productivity growth and to facilitate job creation in rapidly
growing sectors. Increasingly, new firms and SMEs are major sources of job
creation and growth in Europe. More flexibility combined with security will
require a greater ability of workers and enterprises to anticipate, trigger and
absorb change. Greater adaptability should also contribute to ensuring that
wage labour cost developments do not exceed in line with productivity
growth over the cycle and reflect the labour market situation. Given
differences in labour market institutions and the functioning of labour
markets, it is clear that a one-size-fits-all policy would be ineffective and
potentially counterproductive. Member States will themselves have to
develop the best policy mix.

In order to target specific problems, the Commission will make proposals to
remove obstacles to labour mobility arising from occupational pension
schemes and work on the co-ordination of admission policy for economic
migrants. Adoption of proposed legislation to further mobility in the
professions, the adoption of a European Qualifications Framework in 2006
and the promotion of equal opportunities (recast proposal) are also of
fundamental importance.

3.4.3. Investing more in human capital through better education and
skills.

Structural change, greater labour market participation and productivity
growth require a continued investment in a highly skilled and adaptable
workforce. Economies endowed with a skilled labour force are better able to
create and make an effective use of new technologies. Educational attainment
in Europe falls short of what might be required to ensure that skills are
available in the labour market and that new knowledge is produced that is
subsequently diffused across the economy. The emphasis on lifelong learning
and knowledge in economic life also reflect the realisation that advancing
educational attainment and skills makes an important contribution to social
cohesion.

The modernisation and reform of Europe's education and training systems is
mainly the responsibility of Member States. However, there are certain key
actions that must be taken at European level to facilitate and contribute to this
process. The proposal for a new Lifelong Learning programme, to replace
the current generation of education and training programmes from 2007, must
be adopted by the legislator by the end of 2005 in order to allow it's effective
and timely implementation. It must also be endowed with a budget consistent
with its aims. Member States must fulfil their commitment to put in place
Lifelong Learning Strategies by 2006.

The Community will contribute to the objective of more and better jobs by
mobilising its expenditure policies. The Structural Funds are already being
used and geared towards these objectives, but this progress can only be
consolidated through the adoption of the proposals for the new
Framework post 2007. Adequate funding for these policies which would
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lever regional and national means from the public and the private sector and
support the sharing of best practices is required.

DELIVERING LISBON: REFORM OF EU COHESION POLICY AND
THE ROLE OF THE STRUCTURAL FUNDS

For the next generation of regional development, European Social Fund and
cohesion programmes, the Commission proposes a more strategic approach in
an effort to ensure that their content is targeted on growth and jobs. Strategic
guidelines will be established at Community level by decision of the Council,
setting the framework for guidelines at the level of each Member State to be
negotiated in partnership and taking account of differing national and
regional needs and circumstances.

The future regional programmes and the national employment programmes
will seek to target resources notably in the less prosperous regions where
Community resources will be concentrated:

— on developing more and better jobs through investments in training and in
the creation of new activities,

— by encouraging innovation and the growth of the knowledge economy by
reinforcing research capacities and innovation networks, including the
exploitation of the new information and communication technologies and,

— on improving the attractiveness of regions through infrastructure
provision.

Rural Development policies will also focus more specifically on the creation
of growth and jobs in rural areas. Full advantage needs to be taken of the
possibilities on the internet and broadband communications to overcome the

disadvantages of location.

This should be taken forward by Member States, in partnership with regions
and cities.

3.5. The impact on growth and jobs

The policy actions set out in this communication will evolve as Member
States detail their national action programmes. While it is not possible,
therefore, to provide a comprehensive assessment of the effects of the whole
Lisbon Action Programme at this stage, it is now widely recognised that the
type of measures envisaged in this Action Programme can make an essential
contribution to increasing the growth potential in the medium- and longer-

term3.

Making Europe a more attractive place to invest and work

See “The costs of non-Lisbon. An issues paper”, draft working document of the services of the
Commission.




A Single Market  The Internal Market Programme is one of the best examples of a Lisbon-type
in services could reform leading to a significant impact on growth and employment. For
‘(’;"ggf’s to example, the completion of a single market in services should lead to an
increase the increase in the GDP level by 0.6% and of employment level by 0.3% in the
employment rate medium-term. The integration of financial markets could — in the medium to
by 0.3%, ... long term — lower the cost of capital for EU companies by about 0.5

percentage points and that this could bring about a 1.1% rise in the level of

GDP and 0.5% in the level of employment in the long run.
Knowledge and innovation for growth

Investing in the knowledge should increase the capacity of the EU to innovate
...investing in and to produce and use new technologies. An increase in the share of R&D
knowledge and  expenditures in GDP from 1.9% to 3% (in order to reach the Lisbon target by
Zd"c;”io” should 2010) wouid result in an increase of 1.7% in the level of GDP by 2010.
CZ;: C:;;: o Investment in human capital is also necessary because highly skilled people
innovate, ... are the ones who are best equipped to work with the most productive capital
and to implement organisational changes appropriate for the new
technologies. An increase by one year in the average education level of the
labour force might add as much as 0.3 to 0.5 percentage points to the annual
EU GDP growth rate.

Creating more and better jobs

Finally, the improvement in the employment performance observed in the
...and theright  latest years is more significant in those countries that have carried out

approach to reforms aimed at increasing the participation rate and at better designing

employment active labour market policies and tax and benefit systems. Studies show that

could raise the . N 1 .

L such reforms can increase the participation rate by 1 Y2 percentage points and

participation . g ¥ . X ,

rate by 1.5%. combined with wage moderation, they may result in a 1% reduction in the
unemployment rate.
As the above selection illustrates, the individual measures envisaged in the
Lisbon Action Programme would have substantial positive economic effects.
But the strategy is a comprehensive package of reforms which are mutually

The mutually . . . . g .

reinforcing reinforcing. The available estimates indicate that it would not be

nature of these ~ unreasonable to expect the full Lisbon Action Programme, once all its
individual steps  constituent components have been implemented, to increase the current EU
means that the . notential growth rate bringing it closer to the 3% objective. It would also

Z:Z;g;":f:;; raise employment by at least some 6 million jobs by 2010.
higher.
4. MAKING THE PARTNERSHIP DELIVER ON GROWTH AND JOBS

We are revamping  'While some progress has been made towards reaching the targets set at the
the way Lisbon is  Lisbon European Council in 2000, the overall picture is very mixed. The
delivered, .. single biggest challenge we are facing midway towards 2010 is, therefore, to
fix the implementation deficit. We need to revamp the delivery process which
has become too complicated and is poorly understood. It generates much
paper, but little action. Responsibilities between the national and the
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European level have become blurred. Limited ownership is the result

To remedy this, the Commission proposes a complete overhaul of how the
renewed Lisbon Strategy is implemented:

e A single National Action Programme for growth and jobs, adopted
by national governments after discussion with their parliaments would
help to get ownership and legitimacy at the national level would be
strengthened through the involvement of social partners and civil
society in the preparation of a national Lisbon programme. This
programme sets out the reform actions and targets appropriate to the
conditions prevailing in the member states. It should be prepared and
adopted by governments following discussions with their national
parliaments.

e Member States would appoint a Mr or Ms Lisbon at government
level charged with co-ordinating the different elements of the strategy
and presenting the Lisbon programme.

o The national Lisbon programmes for growth and jobs would
become the major reporting tool on economic and employment
measures in the context of the Lisbon strategy. This will greatly
simplify the myriad of existing reports under the Open Method of Co-
ordination (OMC), which the Commission will review.

e Priorities for action at Union level have been identified and have
been set out in a separately published in a Community Lisbon Action
Programme. Agreement on their importance is sought to enable rapid
progress with decision making and, subsequently, their
implementation.

e The simplification in reporting structures would be mirrored at EU
level by integrating in a single package the existing Treaty based
economic and employment co-ordination mechanisms (under the
Broad Economic Policy Guidelines and Employment Guidelines): this
will be done in a Strategic Annual report which will be published
annually in January.

Member States. Delivery is the Achilles heel of the Lisbon strategy. The
proposals for improving the delivery mechanism could resolve many of the
difficulties. But they will only work if there is genuine commitment from
Member States.

Clear roles would also be assigned at the European level:

The European Council would have overall responsibility for guiding the
process. An integrated approach for adopting guidelines for national
programmes for growth and jobs as well as for simplified reporting by
Member States on implementation will allow even stronger guidance from
the European Council.

The European Parliament would also be involved in this process by giving
an opinion on the Strategic Annual report to be taken into account by the
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Council. Presidents of the Parliament, the Council and the Commission could
continue to meet regularly, including before the Spring European Council, to
identify how the legislative proposals related to the Community Lisbon
Programme can be taken forward in the legislative process. The Commission
will also inform the European Parliament on a regular basis about its analysis
of progress made and measures adopted by the Member States.

The Commission would support the Member States in drawing up their
Lisbon programmes and will put the necessary structures in place to facilitate
this process. It would evaluate the targets and measures adopted by the
Member States, draw attention to underlying difficulties and use its strategic
annual report to ensure the Union remains on track. This would be
complemented by the use of its powers under the Treaty to ensure correct
transposition of legislation and that Member States’ Lisbon commitments are
kept.

The role of the social partmers will also be vital. Their support will be
crucial in areas such as active labour market policies, life long learning or
anticipating restructuring in industrial sectors. Therefore, the Commission
invites them to draw up their own multi-annual Lisbon programme for
growth and jobs using the powers granted to them under the Treaty. The
regular Tripartite Summit should be dedicated to the evaluation of progress
made and to the exchange of best practices within the Member States. The
Partnership for growth and jobs is, therefore, fully consistent with the
ambitions of the partnership for change adopted by the social partners at the
Tripartite Summit in March 2004.

This new 3 year cycle would be launched in 2005 with new more general
economic and employment guidelines being set, allowing member states to
tailor make their national Lisbon programmes to cater for their national
situations. A review would take place in 2008. A detailed overview of the
new approach to governance is being published separately.

In summary, the proposals to make the partnership deliver on growth and
jobs are based on a clear attribution of responsibilities allowing all actors to
take ownership of the actions under their responsibility. The new approach
clears away the jungle of existing reporting obligations. Essentially, it shifts
the focus from co-ordination through multi-lateral discussions between 25
Member States and the Commission, on individual policy themes (the Open
Method of Co-ordination), with a bilateral in depth dialogue between the
Commission and Member States on a commitment based national action
programme. This dialogue is framed by the existing Treaty based economic
and employment policy co-ordination tools — the Broad Economic Policy
Guidelines and the Employment Guidelines.

Finally, this approach will allow us to reap genuine synergies from action at
the different levels of the partnership and build on complementarities with
and between the Member States. For example, Member States will be
confirming national R&D expenditure targets in their Lisbon programmes
and setting out the actions they intend to take. At Community level, a
doubling of R&D expenditure is proposed under the seventh framework




Above all, people
need to
understand why
Lisbon matters.

...and this must
be explained at
EU and national

level.

programme and a number of policy measures are foreseen to facilitate R&D
expenditure in the Member States. Based on the national Lisbon programmes,
the Commission will, therefore, be able to annually evaluate progress towards
the 3% of GDP R&D expenditure target for the Union as a whole, make any
necessary proposals for adjusting policy instruments, give feedback to
Member States and, if necessary, report on serious difficulties to the
European Council.

Informing people about Lisbon is an important step to creating a
commitment on all levels of government.

The challenge of making the case for reform does not stop with this Report,
nor even with the launch of the partnership for growth and jobs at the March
European Council. Lisbon’s ambitious agenda of reform must go together
with efforts to explain the challenges we face. The case for reform must be
made and remade, in order to capture the sense of urgency and show that that
we can offer a response — a distinct, European response. But getting this
message across requires a real and sustained effort.

This task must be shared by the European Institutions. But the prime
responsibility is at the Member States level, where messages can be tuned to
national concerns and national debates. This must involve all those with a
stake in Europe’s success — national parliaments, the regions, cities and rural
communities, as well as civil society. The Commission for its part will be
treating this agenda for growth and jobs as a central communications priority
throughout its mandate.
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LISBON ACTION PLAN INCORPORATING EU LISBON PROGRAMME AND
RECOMMENDATIONS FOR ACTIONS TO MEMBER STATES FOR INCLUSION
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Working together for growth and jobs




"durwre1dolq uondY uoqgsy| yeip e apiaoid pasojous saydly oy, _




JoyvuL ap1-[) 5 U o Spaau 2y} 0] pauniip 421)aq a.p SuBISAs L10ipnSa. uMo 412y IoYy) 3nsus pnoys
SPIDIS ADQUIBP\ JXDIUOI S1] U] “JSIAUL PUD IPD.A] O} 4D1SD2 J1 2YDUL 03 42p40 ul diystoupind up 42132803 Suryiom puv diysioumo
210243 SULYD] SIS ADGUIBI UO S31[ad §7-)5] Ul JOYIDY [DULBIU] 2y JO JS0U a3 Suryput Jo 1D “20uS.124U00 2914d 3uijols
pup spoo3 ui apv4 NF-v4ur Suypudpis fo doipyovq v ysuw8p jupjiodus) a40u Y} [V S1 SIY] UOHDAOUUI PUD JUDUIISIAUL
ANdS OS[D [[1M UOHaAUOI 421028 BUYNSI Y[ “SIUDAIUD 1oy4vu 40f sayunyoddo mau a1pa.d |1 S421LIDG SurIDWAL JO
[paouia. ayy sp sqQof pub YIMo.8 03 uoyNqLUUOI JUPILIUSIS D ayPUL 03 pagadis 2q ubd j124Dp\ 213utS ayy 03 asinduir ppontjod
Ysa4f v ‘pap1oap Apvaip uon)si3a) Jo pama240fus pup uoviuswaldul 42132q S30p OF “YSD] |DIONLD D SUIDWDL SIIIALIS
[prouvulf puv Juduiano0.4d s1yqnd ‘suoissafo.d papnSad ‘saondas Jo vav ayl ui Ajvnonavd ‘Jayiopy 218u1s ayy Sunaduio?)

PYARA] [eurd)u] 3y} uddadp pue pudxy
1 - Bday Kdijod enua)




"uonje|sI3a] mau

oy jo wondopy ‘900z vuj -

‘pardope aq 03 jesodoid

yoeoaddy
uoissiunuo)  ‘sooz  ul - UONE[SISaT [ MON o3 JO  uoIsIASYy
'Sp003 JO JUIUIAAOW AL
‘uopdope ‘200z Ag - "s301Alas
01 pE/B6  dAmdang oy ‘uone[ngal
puayxa 0} fesodoxd ‘sQoz uf - uonelsi8a] | jeuoneu  jo  Aouasedsuer]
S30[AIDS
vodeas 0} ssaooe  ‘afeyoed
Kemjrel pIg Suipnjom
‘spoyew yodsuen  pue
A31us jo uopesieIaqy 10j
sajqejown paasde adsoy -
‘vomsod uownwoo
'600T jJo pus oy Ag -
uonjersdoos uorup) weadomy aip
“JUsWeljred pue [1ouno) SANENSIUTWIPY | UIIM SIOTAISS U JUSUIISIAUY
Ul UOHEN03aU Japun SNIAINS pue open; 0y}  sIouIEq
Uo  sAppanp Apuenny - uone[si3o] | Suiuewar Ay sAowry
ISIIIAIIS JO JHIWIAOW I
. o S o TIATTALINNTWIWO))
NOLLISOd HSINY( dVIavoy . - INEWOYLSNY o |
: : LV DINSVAA AD1T0J

1B [euad)u] oY) uadoap pus pud)xy :| - BALY LdNjoq [BHWI)




(veas Aueduwion jo 1a)sueny)
sApdang Mme]  Kuedwo)

o¥l  Jo uondope 9007 -

‘(s10319U 15pI0Q-55010)
aAndang me| Auedwo) w01

Jo uondope 5007 jiey Isnq -

uonesida]

"SI9A03)R) pue SIaSIow
IapIoq SSOID 9JEIOB] O} me|
Auedwos Jo uonesiwISpoOy

‘18ndea Jo Judwasow a1y

"uonIsod UowWwo)) 900z -

*$159) jennue
o0npar  pue  Ajiqeyiom
[[e19A0 da01dunr ‘sENS uo
USpINq 3Y) 3dMpas ‘UorRACUL

pue ssauaannadwod
uo 1oedun aAnIsod
JUSWIUONAUS  puB  jeay
U juowAoxdur  padJew

8 amsus 0} [ouno) pue
juowerjred ussdomyg yum
¥40M 0} UOISSIUNUO)) :600T -

‘uondope
10}  Ayupueun  Aressaosu
°y3  spuy  ouno)  aip
Yeq) yueniodurt si 3 :500¢ Ad -

'PIYSTIqeISa ST oY Yotym ut
91E1S JOQUISIA| ) Ul SAIANOR
PIM-NF 10} suonedigo
LVA Iy [[8 4]0y pjnod Jopen
e algm wxsds ,doys-doys
-ouo, e 10) 9piacid pnom
Jesodoxd oyj, ‘suoneSiqo
souel[dwod [yA juaiumd oy
Ayyduns oy yesodord :pgoz -

uone[siday

uonesiday

sfesodoid HOvay

sjuswied 1y A




HLMOYD
ANV SEOf NO IOVAW]

(ONLISIXT 41}

HOLVOIAN] SSTID0N

- dYWAVOY FALLVOION]

INTWOULSNI
14ISS0q

SALVIS-4AdWIA OL

SNOILDV __
AIANTWWOOTY

uoneuawdjdunt pides sy
pue aseg xeJ pajepljosuc)
Uounuo)) ay) uo Juswoidy -

uonejsida

aseq |
x8) ajsiodiod aI)jepijosuc)

"SPUNJ JUSUINSIAUY IO}
1oxtew of3uis N Sutuonouny
e doppasp o1 spesodoad
o)ew 0} UOISSIUNUO)) ‘9A0qE
uone)nsuod sIapjoyaye)s
oY) uo paseq ://900T -

Jusuageue)y
1955y U0 Jadeq ueain jdope
0} uwolss|uIo) 6007 Anf -

‘SUOIOB SaNLMIIS
Jo jwwsmes pue Junresjo
Uo oA jlomsweq
e o} [esododd ydope
0} UoIsSSfunuoy) 9007 Apresq -

"SwNsAs sjuswied
10J Jomawey yedo] ay uo
aApdan( e oy jesodosd ydope

0} uoissiunuo) :GO0T-PIN -

uone[sida]

"SIo)IRW SAOJAIAS
[erouenyy ay) jo woljesdaul
aif) 9)9]dwod pue ePIjOSUO))




oM sjpoews Juomamoord omnqnd
W uoynadmod paseaiou] o) ped JjIm
uonesi3a) jo wopeorjdde sansayy

wawmamsoid o1jqnd
Jo oBmypoed oanesida] moau
ap jo uondope 007 YO

uone|siga]

ySnory; sonr  juawamoold

oggnd N7 jJo  uoneaydde
UETR N E) pue A1

“1o19q pue Ajdurrs axow j10m
$201A13s pue sjonpoid Jo jusuwaAow
227 ay) sajew ¥ jey) LAem e yons m
uone[siSo] juowsydun o sI une ayy,

-a010eId Ul 1913q Hom
e [RUIjUL Yl ayewr
0) JopIo Ul so[I NF Yum
Apquedwos 103 uoreysi3a]
onssmwop jo Suiusarss oy
Aq pue (suraysAs uopeuLioyur
wapow Aq papoddns) samg
JOQUIS]A] U2aMIaq SOUB)SISSE
femnuz  pue ~ Supuomiou
Aq passwsidwos aq
01 spaau ssaooid aane[sidory -

"s}a31e) oy Suryoeas
10} alep umo S) 1S 03 S
youwd payse sey Aouapisaig
qang cjpounoc)  ueadoinyg
ay)y Aq o3e Fuo| poasde
sya81e) uonisodsuen ay) 3osw
0] pIsu saelg IaquIdly -

uoneradooo
AATIRNSIUTWPY

SW2)SAS uolBULIOJU]

FENIC] AN

SyIoMIaN
syuawaduryuy

PIe0qaI0dg
Teuwajug

UOIEPUSWILINIDY

duoppuviu

*UoneIsidy)

19){JRW [BUIAJUL JO JUIBIIOJUD
pue uotejuawa|dun

1901100 pue A[awWl) dAI93)Y




Jendeo

uewny pue adpajmouy ‘s|ipjs jo uonisinboe sy 10} soAnuddul Fupiaoyd,, o1 Auoud suolssajoid oy uy AfIqoN

«S3DIN0S3I JO 35N J[qRUTEISHS 3} pue 1] Jo oxerdn aip ‘UoneAOU SjBH{IOEA,, 9 ALIOLIG 1uated Ayjunurwo)) Surpnpous ‘sjusje

sanssi pajBfaL Y0

uonesdoos daoppupus o
SANRLSIUTWIPY |
"ME[ [RUOIIRY OJUT WISY])
wowdun  sayeIg-JaquIopy uosiasadng
"%0¢ 01 dn £q saoud aonpax 19007 Amnuef ¢ Ag o

PIno3 sarprys swios 03 Suipsosoe pue SWISHIRYD3U SSAIPay
Sjjew asoyy wr Sunelado suuyy Jo TS : . o
SSAUAAlINAdUIOD AUy I9ISOJ [jim SIYL Sumsixe oy Auduns o sonoead 1s0g -3 pue souetdwods
‘ddD JO 949 ueyy olow juasaidan sune a3exoed oy, ‘soAnan( ’ Iojlaq ‘vopyeayrpduns




'SAIDA YIMOIS 4y 31y
SulIp4auag 01 (1o 24v ‘AJpqoj8 puv adons up yyoq S1oy40w vado ‘Aivwimwns uf “s15pq 41Df D U0 2duios puv sy
piryy 01 §5220D 24y UDD AoY) JVY) 24nsuz 03 Spaau Ao1jod apvay ) pup (- uonAdUI? SN ‘sdompaduiod ouorpuiau
MU fo 2ouaBauia 31}) s2ZUD|[OYD PUOHDUIDIUL 210U PUD 240Ul Buonf 240 saruvduiod upado.nsy ‘ouy awps ay) 1y 1o31dp)>
Y514 pup (JPY UOHDAOUU] SUIPADS4 W04 PID BID)S D pUD JUaWa240fua 24130004d y3noayy avnon.od ur adonsy paSivjus
o} Ul anupUod M Styy pup Sppyivul aa33aduiod uvadonsy Suidpys up ajod Aoy v padoyd spy donjod uoyyaduios N

APIsINO pue Ipisul spYIeW dANNIdwod pue uddo sansug

1T — BAIy Ad1jog [enud) |




o1

*Aydordioar
Jo aydrdunid oy yo uopesydde syy ySnonp ‘F'e
‘P1oy Suife|d [9A3] B 18 SALLIE O} MOY SSISSY -

sioniddns 3 03 sjexprewr Juswamooid
onjqnd xteyy dn uado o} SaAfaswAY) WD
0} SALQUNOD PIIYY 0} SIANUDUT A1 AjeAnOW
0} (Slounluwod  [eRdje[lq  JO  OLM
Bupsixa yum sjquedwos) juawInnsur apen
N4 sau 8 Jundope jo Anpqissod oy Apmg -

(fesateqiq pue O LM)
SjuaWIdRISY [euorjewIAY
pue  uonelsids] Ny

yuowandoad yusawsuiared
ue ppy Sudeld P vy

(sremny pue
uleneg gy ‘eed ‘uemQ ‘elqery ipneg)
[rouno) uongeradoo) Ny ay; Yim JusuasiSe
9pen 225 Suiyoeal-opim © Suipnjouoy -

(Aen3eied pue AenSnin
BURUSEIY ‘[Izelg) MSOSN Ylm JudWAsISE
spen sog Juryoeal-opim e Jupnpouo) -

"LOOT A1483 — 900Z Pus yQq 2 Suiroxddy -

JusuIadsde [euonRWIU]

Ju2W2213e [euonRUIAUY

SV.LA [8uoidou
pue |e1djelq Jo uopapdwo)

pPunoy-eyoq ay
Jo Ylomoweay ay) ut JuawaaIde
snoplque ue jo uopajdwo)

NOILISOd HSINV(]

AVINaVOY

INFWNMLISN]

TIATT ALINNIWWO))

LV TUOSVA AD110]

ado.ny apisyno pue apisur spaytem saynaduos pus uado aunsug — 7 - vaay Ldijoq [ea3us)




I

‘ssauaAnnadwos
pue uopnadwoo uo wuopesids] g jo
yoedw ot Surssasse 0] malA & yym Surpnpou
‘vonnedwod  jwgsar WS jerp  joysews
Yy jo samjed) {[e Suurexs £q ‘s)oyiew
JeuonourysAp 1oy suoseas Sukispun oy
Ulepsose 0) Joplo ul A3sjeng uoqsi ayp Joj
$10109s AoY Ul S)USwWISSIsse ssausAnnaduios
pue sommnbus  jospewr o Ay -

"A3a1808 UOQSIT 1)
Joy juepodusr  sjoytew
Loy u  sjuowssasse

pue saumbus [elojdog

S)UIUISSISSB
ssauaAnnadwod pue Surudsaos
uonpnadwod [B10333S IANIIIS

(£yayes sumrews
‘OFTTVD ‘vonerae ‘s NH.L) £o1j0d wodsuen
pue  Adrod  uopnadwos wo uonersdooo
[elojelyn@  pue Jelslejlq paolojuldy -

(uoIssiurno)
s £q p00z JequisaoN w paydope A3orens
WawIoJUs  YJI Yl Jo uonejuswafduuy)
JusuIadIojud pasoidwy Surpnjour (Ydy) sySu
Auadoid remosyjann oy joadsar pasearsuy -

LLVEIL 4y3nom NVaSY
s epusde passde oy premioj Sulauq -

"(V4LL) epeue)
YNm juswsside ue jo woisnjouod pidey -

RUETIENTN
OIWIOU0dy  3IS) puejowold 007 P
ul Jno 3as se uoneradoos SN NF 10} £3agens
Suryoo] premioj B jJo gopoz w uondope
pue Asusredsuen pue uoneradood AiojenSar
Joj saunpapinD Ng SN 9y Sutuayiduang -

uoneradoos feuorewIayuy
‘suonejal [e1deg
‘spaepueis [eqo]D

‘uswaaie [euorjeuIslU]

DUITIIAU0I A BHSTRIUWIPE
pus £10}e[n3a1 10] AALIp MU Y




i | :

«35eq [esnpu weadomy 3uons e 0) Sunnquyuo),, ;1 Auouyg £aij04 uonnadwo) aandy-oig |

«S92IMOSa1 JO 3sn d[qeuIRISNS Ay} pue [ D] Jo sxeidn ) ‘uolyeAowuy sjeN[o8, 9 ALIoL] Yiomauwey pie 2JelS JO MIIAY

.. — —-uaw—ahmo.ﬁ—uo .. | ——— — | .. | . —

[2A9] [eUOYIEY JR UD)YE) SUOIIR _
[erpawdy]  “uonnadwiods uo uonem3as _
Jeuopeu jo joedun oY) ssasse salpowal pus Buiusards ssousanneduos |
0} os[e saumbua jaxreW N0 ALE)) - | sowmbuo jeI0109s JeuoneN | pue  uopnadwios  aARd9jeg | !
S9A13(qO BOGSI'T,, [EII0ZIIOY 0) | !
pie aje)s Suiuiewal JOo uoidalpal |
s)o3pnq JeuoneN | pue uonONpal pre-agg | |
: |
. SALVLS-HAIIWAN __
” v _ | - INTWOUISNI |
NOILISOd HSINVA dYHNavou W>=.<U—=Z~. . ATAISSO] oL |
SNOLLOV GIANTFWIWODTY | |
_“
aampedd | ¢
*3po)) SWoISN) pue uone[s13aj swoysnd |
Ajununuo) paspuspoly oy Jo uondope pue 0jul s3unpadoad pue sassedoud |
sunues3oid swoysn)a [enuuenid Jo youneT - uone|sda] | widpow dnposuy :smopsn)a |
sjuamnnsul ainpayue | ¢
9007 pus £q s1xa) pamaiaai jo uondopy - | Korjod S.uoissjuwo)) | pre  3JB)S Y Jo  waopdy | |




£l

"(uordnii00 3sui3p Jy31f ‘douvuisaod
-2 '3'3) j2y40U Y3 40f sUOIIPUOI 2pnbapy Suiprao.d ur uoyVISIUIUPD [DUOIIDU JO 2104 BY] fo d04duny ‘Aapssaoou 242Ym ‘pup
2ANSUD O] [DIONAD S1 J1 ‘DAOULDYIAN,] YIMOLS 0] 2INGLUUOD AqD42Y) PUD 20UBPLUOD BUINSUOD UBYISUDLIS OSID JJ10A YAOMOUDAf
dtoppn3a.s appridosddp uy “sisoo aaD4SIUIUPY JO udpang ayy 2ompad 0} spoffo puv uoyvayiduiis sv yons sainspaul
saspadwiod sy dpayonposd paaodur pup y3mouS o1u0U095 40f SUOHIPUOD PAIONPUOD 240Ul DJDIUD djay osjp pjnom
uoyp|s132] Ajpuary uoygaduiod 240y uoypaouur puv A1qixayf o3 sa]ovISqo SurdowIa puv s1s00 uino Aq Apayonpoad
pup jusudojdua YlmoL3 d1uou02 1of SUONIPUOD Yiomauinif ayi uo jovdun aanisod upoYfiud1s v svy uoypn3ad Aaag

uoneIn3au [euoneu pue usddoan daoxduy

i€ - BaIy AdNjod [RIIUd)




14

loj1d jo feaoxdde “5ooz yore Aq -

SAUI[spIng Y7 pastaal
Jo uondope [euLI0 100 YRy £q -

. * A3ojoporaw paasSe arp
Jo siseq ay) uo sisA[eue v ysnoloy
Aq  pouedwosoe am  sssuisnq
wedwy Kew ey spesodord Aorjod
pue aape[sids] uolssiunwo) JIofew
[{e 8y} AMSUS 0} SWISIUBYOOW [BWIO)UI
Jo judurysiqeisy :gQ0T sunf Ag -

UOISIOaP UOISSIUNLOD)

UOISIIP UOISSIUNIO))

JudwnIIsuy (V1) Juawssassy
1edury S uoIssjmImo))
ayy Y3noay) sjesodoad
£dy0dpanesiBa) mau jo 1ag)e
ssaudanpadwod ay Juissassy

“JuawIssassy joeduif ay Jo Apenb uo
UOISSIWIWIOD) 31} ISIAPE 0} WISTURYDIL
e 2oejd ur Sumnd :g007 pus Ag -

UOISIOaP UOISSHUWO)

JuduUISsassy Joedwiy jno
8uifuied Jo £3ojopoyrowm pus
Amenb uo aspiadxa apisyng

NOILISOd HSINVA

INTIWNULSN]

TIAITALINAWNWOD
LV NASVIA ADI'T0Jg

uone[n3das jeaoyeu pue uradoany asoxduy :¢ - vaay £dijog [eHuI)




Sl

[N UOISSIWIWO) o[ O} papImqns
sjesodoxd oy jep ams oyew
0} S30IAISS UOISSTWOD) Y UIYIim
swisimeqoow  [ewrojul  paAoxdug

10]

UONEjNSU0d
SpIepue)s

wnwiuiw pue sajdiouryg

uonE)Nsuo)

5318)G ISqUISTA Ul pug
N4 sy ut ssar3oad juswissasse joedun
uo uodal enuue ‘9pgz Bunds Ag -

“JuaWaRI3e [BUOIINMISULIDUI
sy Jo uoneuowsidwr Jodoid oy Jyo
SUOHIMIISUI 32y} 9y} Aq JUSUISSISSY -

:600T Jo pud 3y
210)3q wIsAs JuawIssassy Joeduy ayy
Ul SJSOD SANRINSIUILIPE oINSeSUl 0}
yoeoidde pasiSe ue jo uoneiodioou
pue  §)S00  QAfjensimwpe  jo
yuawssasse ay) Suraoiduir Joj spoafoid

UOISIOaP UOISSTUINIO))

juaWaIge
[BUOTINMISULIYU]

UOISIOP UOISSTUIO))




91

‘sargonns dn mojjoj Joy-pe pue
soonorid Korjod KiojenSar aoe(d
ur umnd w SN £q paaamgoe
ssaifoid uo smalaar mnSay -

*(uonestununmo))
UOISSTWIIOY) Ul paurejuod Jesodosd
Uo paseq) siojedsipui Jo uondopy

yuawadeuvw £>150d

OO | A10jeinBay pue adueular0x) |
o  INTIWNUISN] SALVIS YAGWAN OL |
NOILISOd HS vV A 4 : . :
LISOd HSINVA &@EG O FALLYDIAN] ATdISSOd SNOILLDV AJAANTNWHNODTYH |
(Juowazi3e [euonMSULINU] JUaUISISe
3y JO pE WV) dF pue pouno) [eUOnMNSULIBIUY _
ul  saseo jueaajal 1oy ogvcuahh ay Jo uGUEOO._O..——-m— _
3yoey Ise] B JO JuoWYSHQEISH -
soutjpeap “
pagioads M 10w 9q 0) spediey
Jeo[d  umop Suile] ‘ourmesSosd
3uor  uoneoyyduns [enuuy - UOISI09P UOISSIWIO)) woneayduyg | |
"SPIBpUB)S WINUIUTW 31




Ll

SOALIBINUT S2ANR[SIS3[
[euoneu o0y pordde aq o1 159
Aquedwod  joNIely  [ewIauf,
Ue JO UOIONPOIUI 3y} JOPISUO)) -

sawwesdoxd
uoneoduss aarsuayaiduion
dopoAsp 01 S eSemoouy -

Suspmq
JATRASIUIWpPE Jo uonodnpal
Jo eaie oy ul SN £q Ppaaspoe
ssaigoid MIIADI  0)  WIYSAS

3uuoNuow e Jo judUNSIqRISH -

ONO

ONWO

[1ouno)
ssausAniadwo) sy £q
pakeid aq 0} aj01 2AnOY

uopBayidung

VI uo [2A3] Jeuoneu je paijdde
sa13ojopoyiow Jo smalAdx Ie[n3ai
PUE S2ANBIIUT SANR[SISO] umo Jot
uo y] 3unonpuoo ur S Aq apew
ssaigord jo smoraal JenSsy -

0)4\(0)

yudussassy yoedwy

997AIDS
ofqnd Ayjenb  jo [aas) 1saySiy
a1 Suunsue asoy Surpnpour







61

S42unsuo? pup Lysnpu y1oq Jo j1fauaq ayp 40f 24non4svaful
[po15dyd Jo asn jsaq ayy Surinsua 10f 42A3] [DUISSI UD SD (SILUSHPUL YLOMBU L2Y10 pup A3idUd SD YONS) SI0305S A2y
Ul UoDSID3q1] Pap1dap Apvadip ay) ansind o paau am ‘Ajpput,y “QiIqoUIDISNS 0] AINQLIUD UL IUSLS pInoys plaif siyy ut
SUOLS100P ‘2ANIONSDAJUL JO §392ff2 Wiid) BUO] BY] UIALL) “SULIB] [DIUDUUOLIAUD PUD [DIDOS ‘DIUOUOID Ul ‘DIUIBADAUOD 240Ul O}
PDa] puv Y}mo.3 a30An0IU2 J]1m SIIDIS AOQUIBJN MU 2Y) U1 STUDUIISIAUL ANIINLSDASUL ‘OS] "SUOLIDIO] JO SSAUDALIIDAID [DIDOS
pup 2101023 3Yyj 3unoaffp ‘suois10ap astidioa Auvur ur 10)ovf SSauaAYadwW0I JuDIOdU] UD S1 2INIINASDIfHI UldPOU

anynyseayul ugddoany saoadwm pue puedxy

P - BAIY Ad1jod [e1jUd)




0T

10} woiiq pry ym spfoad g

$J0}03UU02I3)UT J3PIOG-55010
Apiose jo juswdopaasp ayf .
'010C [hun uor(Iq 0i3
8unsos spsford AJieus NHL S| -
11Inq aq p[noys uolfiq
8€3 Sunsod spoafosd suonoss (¢
uo sylom ejs yomb, ‘o107 Ag -

*SUOI)IIUU0IIA} U}
J3pI0q-SS0.Id Sunappy

uq §TT 31500 [[Im

oIgm [IDUN0D pue JUSWEBIIR] A1)
&q papioop spoford Aoud o .

"0Z0Z 4qping

3q 0} ‘uq (093 1B }Iom)du MU

JO 1500 oYy pajewisa saupapIng
NHL ¥00T 3y uo uolsiap ayj, .
(®as 3y Jo sAeamrojom

ap Sugpnpour) SHIOMIIN
ugadoung-susly, a3y Supsydwo))

sueof g9
(suswnnsu sajuerend
‘daYd pue spunj  uoIsayoH
‘] 108pnq  SNHL) 198png samugagorg
€102-L002 pue juoLmo oy asljiqoN amypuadxy | 14618 Yo Buipnpuy SNAL
: A o . TIATT ALINAWIO)D
- NOILLISOd HISNVA dVINGVOY] . - LINTWMNULSN]
LV ANSVA ADI'TOd

arnjonyseaju; ueadony saosdwy pus pusdxy :p - va1y £d1jod [eayua))




IC

uoljeulpio-03) DO
S3Je1G JOGUISIA Ul
uone|sida] Aiepuodag ¥SIAIUII(] UonESHBIqI]
uoneysida | ay Jo uoneddde
yromourer | pus uopisodsueay,
. INTWNAISNT SALVLS YHIWHIA OL
NOILISOd HSINVA dYINAVOY FALLVDIAN] T1AISSOJ
SNOLLDV AIANTIWNWOOTY
$00Z O aseyd uonejyuowaydus (ueyd yuswifojdap
10j ampnys adueUIaA0T Pa1BUIPI0-09) ) (8
uo fesodoid NOD -£007 W LElS
0} oseyd woneyuowoaldwy ‘200z
-§007 Jowwng aseyd woniuyacy
mpnyseguy WLV uoneysiSay
Jo  uonesiurpolN  HWVSHS -
({1e1 [puonuaaucd uonesipiepuelg
10} £Liqeradossyug 10} v
suonesyIdadg [edruyosy, Joyuny
Jo uondope ‘sopz - Sunds 4q .
(SIWLYT) sweishs JuswaSeueyy amypuadxy
sujery Rempiey ueadomy . )
Jun pIeOG-uo [EsIdAlN
1o} suopsenb :uonesipiepueg .
uotjpuLIOyuL <
. NepouLId)uy
ouil}-{eal  [epowrrynu Mma azy - pue  sasido) .mESmhm.
ogoe)}
e o :ouﬂm_wo_: o_n_m_wom . uone[sio] | yaodsusay yadEyug
‘uorjeAOUN| puB
aPY ‘SHIoMIdU SHONBIIUNWMOD
Iqowm pus paads-y3iy




«25eq [etnsnpm ueadomy Suons € 03 Smnqiyuo),, :f, KoL suLioyiefq £3ojouyoa],

«§590IN0S31 JO 35N J[qEUIRISNS SY) PUE D] JO axeIdn Sy} ‘UOnBAOUUL JJEN[IoRY,, 9 AjLIOUg Aduarige £31oug

«$32IM0S31 30 asn d[qeulEISAS 3y pUe 1] Jo aeidn ay) ‘uoneaouuy sjeIoRy,, 19 AIoug sa130[0uy23) [ejuswUOAUS

«§32IMOS3I JO asn d[qeureIsns ay pue 1] Jo aeydn oy .:cugo:& AejIoR,, :9 AIong § (d00d) surnerdo1q a3uey) syewny) ueadoing auyy - 23ueyd sjewn))H

.Jusmdojaas(g pue yoressay ur jusunsaau sacxduy pue aseaiouy,, ¢ Ayong

[oIeasayy
wa)sAs
JUOYOB] Sy} 0) JO5UUOD 0] SIS uou (1
Jo uonasjdwos :ydesSoyoey [ensiq | ue jo uswdojaaop ”
{uoI3I9[j0d _
(anoqe a3s) | 294 oonadjy | SWASAS Jodsusay Juadyauy |:
amjonnsenul amypuadxy
Appowsdwos se [om se  ‘syul sswmwesdoag |
NAL 4oy 3uipling 103 ssjqelouny, - uowelsi3a | ME)S  WoImd  pus  sNEL
Aiopuvut
(sa1poq A1oren8ay jo




Central policy area 5:

Increase and Improve investment in Research and Development

In advanced economies such as the EU, knowledge, including R&D, is a key driver of productivity growth. The EU invests
about a third less in R&D than the USA — this is largely due to less private sector R&D. Annually the USA spends about €80
billion more on business R&D than the EU. More favourable framework conditions Jor both public and private R&D and

better co-ordination across Member States and with the EU level could contribute to ensuring faster progress towards the
target of 3% of GDP for R&D expenditure. In fact a strong competitive pressure provides powerful incentives for companies
to continuously engage in innovation and R&D.
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Central policy area 5: Increase and Improve investment in Research and Development

with

- a doubled budget

-an increase in industry
participation

-increased focus on industrial

needs

under article 169 and 171
and a new risk sharing
mechanism with EIB

including actions for:

- Researchers : Marie Curie scheme
- Frontier knowledge : European
Research Council

- Research cooperation, including
coordination of national programmes
and Joint Technology Initiatives,
building on the work of European
Technology Platforms

- Research capacities: infrastructures,
measures for the regions, SMEs, etc.

- 2006, adoption of FP7 by the Council
and the Parliament by co-decision

24

POLICY MEASURE AT o | | o
I : - INSTRUMENT RoAbMAP ~ DANISH POSITION
__ COMMUNITY LEVEL - _ ” _ : o :
_ . . - ~ - -
| Gain leadership in key | Expenditure M”ww:_SmwMA Oct  2004:  Public
| technological areas through the ) . ) -
__ new R&D framework programme | - including initiatives 2005: FP7 proposed by Commission
|
|




Improve conditions
investment in research;:

for

- research careers

- fiscal incentives

- relations  between
research and industry

public

EU Guidelines
recommendations

or

- Adoption of EU frameworks to:

*  Make research careers more
attractive, including in the
private sector

*  Ensure an optimal EU-wide use
of fiscal incentives in favour of

R&D (identify best practices
and constraints in Community
law and where appropriate,
recommend tax measures)

*  Improve research collaboration
and technology transfer
between public research and
industry

Enhance possibilities for
Member-States to support R&D.

Framework of state aid

2005: adoption of new framework of
state aids to R&D

Enhance EU attractiveness for
R&D activities

- Fast track visa and work permit
arrangements for third country
researchers.

Legislation

Recommendation

- Directive+ 2
proposed in 2004,

recommendations

- June 2004: agreement on a common
orientation on the recommendations.

- Nov 2004, adoption by the JHA of a

general common orientation on the
directive.

- By end 2008 transposition by the MS
of the directive

25




|

__ RECOMMENDED ACTIONS POSSIBLE _

__ INSTRUMENTS INDICATIVE ROADMAP DANISH POSITION
| TO MEMBER STATES

_

i| Implement policies to achieve | OMC - Strengthening OMC based on the
w national targets contributing to results of the first cycle

| the overall 3% target 3% action plan

i - Implementation of measures
! according to each MS’ timetable

i

_

Other related issues

Reform of the state aid architecture Priority 2 “Ensure open and competitive markets inside and outside Europe”

EIB Innovation 2010 initiative. Priority 6 “Facilitate innovation, the uptake of ICT and the sustainable use of resources”

Support to regional innovation...)

Foster knowledge Absorption by enterprises Priority 6 “Facilitate innovation, the uptake of ICT and the sustainable use of resources”

Promoting the development and uptake of environmental technologies Priority 6 “Facilitate innovation, the uptake of ICT and the sustainable use of resources”

Energy efficiency and low carbon technology Priority 6 “Facilitate innovation, the uptake of ICT and the sustainable use of resources”

Climate change Priority 6 “Facilitate innovation, the uptake of ICT and the sustainable use of resources”

Increase the high technology content of the EU industry Priority 7: “Contributing to a strong European industrial base”

Education policy

Priority 10 “Providing incentives for the acquisition of skills, knowledge and human capital”

_ 2




Central Policy Area - 6:

Facilitate innovation, the uptake of ICT and the sustainable use of resources

In advanced economies such as that of the EU, innovation is the principal determinant of productivity growth. In turn,

- competition and tax policy play a crucial role in determining innovation especially in the context of rapidly changing

technology. By obtaining more output from given inputs, productivity growth can also make a significant contribution to
ensuring that economic growth is increasingly environmentally sustainable. This is why eco-innovations need to be strongly

| promoted, notably in transport and energy.
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Central Policy Area - 6: Facilitate innovation, the uptake of ICT and the sustainable use of resources

POLICY MEASURE AT | | |

w_ . INSTRUMENT -0>ES.>1 DANISH POSITION
: IMUNITY LEVEL : : .

n_ Com u EL K _

_ Tu..onzo= of a patent | Legislation - WMMM ”.MM oM-wﬁoMoEE:EQ

|giving Community wide g

. W..osn:o: Court

: infrastructure

v_..unm_:na access to

1.:::.8 for innovative
enterprises

Legislation

Expenditure

— Revision of the legal framework
for State aid:
+ Mid-2005: State aid and
innovation
* End-2005: Risk capital
* End-2005: Regional State aid

guidelines period after 2006

- End-2005: Communication on
Venture Capital:

*  Lift legal, administrative
and tax barriers to the
cross-border activity of
venture capital funds; and

*  Improve exit mechanisms
to encourage investment.

~ Mid-2005: Adoption of High

Growth and Innovative SME

Facility (GIF) within CIP

— European Investment Bank:

Innovation 2010 initiative

28




Business Innovation Support

m_wu.oq ti _Sci_nam.w Expenditure Scheme, to evaluate technology
absorption y needs of SMEs and
enterprises subsequently to carry out
transnational technology
transfer projects (see also
policy area 5)
Networking
Foster regional | Expenditure: m_.h-m,w_ﬂu%m .m_o“ﬂ%m_w”w strategic
innovation Structural Funds g

Networking

End-2006: Decision on
operational programmes
2005: Innovating Regions in
Europe: launch new regional
innovation actions, including
Mutual Learning Platform

World-class ICT and
media sectors

Legislation

Recommendatio
ns

2005/6: review of regulatory
framework for electronic
communications

2005: Revision of Community
rules in the area of ICT
standardisation

From 2005: review/ adoption of
other EU law relevant (e.g. IPR/
digital rights management,
software patentability, TV
without frontiers)

2006: Action Plan for high-tech
start-ups and eSkills in the
framework of i2010 initiative

29




* 2005-2010: stimulate investment

Expenditure through EU support to R&D (IST
_ in FP7) and deployment (ICT
“ policy support fund)
R Environmental Expenditure Technology push
| technologies * Increase R&D, Dissemination
_ ICo-ordination effort on eco-innovation in 6th
m and 7th FP
__ European Energy | * Technology platforms related to
_ Efficiency environmental technologies
I Initiative  (Green | - Establish an EU-wide system for
; Paper 2005) testing and verifying
environmental technologies.
| Legislation Market Pull

| * Mobilise EU funds for co-

: financing investment

_ capital/venture capital for eco-
innovation

j_ * Establish performance targets for

I : key products, services and

m processes

* Green Public procurement

I * Remove market barriers and

| : environmentally-harmful

__ subsidies

| 30




Energy efficiency and

renewable energy

qug&”:_d
Legislation

Change
Programme)

Coordination

ia. through
European Climate

Technology push (R&D,

Dissemination)

+ Financing: increase R&D,
Dissemination funding

 Low carbon technology
investment fund (EIB)

* Technology Platforms related to
low carbon technologies (e.g.
hydrogen and photovoltaics)

Market Pull

* Energy Services Directive

* Buildings Directive

* Emission trading : review 2006

* Eco-design directive

* Energy efficiency standards for

energy-using Products -
implementation daughter
directives

* Energy labelling including
Energy Star (extension of scope)

* Incentive schemes and fiscal
instruments

* Intelligent  Enpergy  Europe

Programme

* Clean vehicles
* Hydrogen pilot project

31




RECOMMENDED
ACTIONS TO MEMBER

_ POSSIBLE
W STATES

INSTRUMENT INDICATIVE ROADMAP DANISH POSITION

— Reduction in the cost of

Reduce the cost of | Adoption of best X
patenting by:

|
7__ patenting practice + adoption of best practice in
i . rocessing demands and
m _ Expenditure wnmo_.onamnx
I - changing the fees
i Promote technolo Publi 2006: Recommendations on the
; By | rubue use of public procurement to create
|| development and | procurement “lead markets” for new
|| innovation via public | policy technologies
procurement

* National roadmaps for ETAP
implementation

¢ Co-ordinating R&D activities in
eco-innovation

* Promoting Green Public
Procurement nationally

* Removing market barriers and
review environmentally harmful
subsidies

* Mobilising risk funding:
establishing green investment
funds, transfer of good practices

* Promoting eco-efficient
production systems and clean
products

Promoting eco-efficient | Co-ordination
ii| innovation

i Expenditure

32




Climate Change - The [Expenditure

European Climate
Change Programme [Legislation
(ECCP)

Technology push : R&D,

Dissemination

« Financing : increase R&D,
Dissemination funding

Market Pull

* Emission trading - national
implementation

* Renewable energy :

implementation RES-E Directive
and biofuels directive

33




Related issues

Integration of financial markets

Priority 1 “Extend and deepen the Internal Market”

Priority 2 “Ensure open and competitive markets inside and outside Europe”

Priority 2 “Ensure open and competitive markets inside and ouiside Europe”

Priority 5 “Increase and improve investment in Research and Development”

Technology

Priority 7 “Contributing to a strong European industrial base”

Clusters

Priority 7 “Contributing to a strong European industrial base”

| Skills and education

Priority 10 “Providing incentives for the acquisition of skills, knowledge and human
capital”

34




Central Policy Area — 7:

Contributing to a strong European industrial base

f

_u__ In order to be an economic and technological leader, Europe must have a strong industrial capacity, particularly by
| exploiting fully its technological potential in key areas through an integrated and anticipative approach based on market
_ driven development of industrial sectors. The synergies from Jointly addressing research, regulatory and financing
. challenges at the European level where for reasons of scale or scope individual member states cannot succeed in isolation
V to tackle market failures have not always been fully exploited. The Galileo project is an exception and this approach is still
' visible in aeronautics — in both cases bringing significant benefits to the European economy. Such approaches, possibly
| using public private partnerships, could usefully also be developed to tackle cases where the benefits for society are larger
| than those for the private sector: for example, energy from hydrogen. The relaunch of the Lisbon strategy should create the

' right conditions for tapping this potential and facilitating the necessary structural change whilst working externally to
- achieve open markets.
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_A__ Central Policy Area - 7: Contributing to a strong European industrial base
|

| POLICY MEASURE AT 3 |

| _ - INSTRUMENT ‘RoADMAP DANISH POSITION
_ COMMUNITY LEVEL . : _ _ _ ._
| .

i Increase the high technological

_ content of the European

| industry

ﬂ - Enhancing the EU’s industrial | Technology platforms - 2005: Establishing a strategic RTD agenda

- technology capacity (conclusions from the dialogue in the 22

.n platforms)

__ - 2005: translating the strategic agendas of

_ the existing platforms into the thematic

_ priorities of FP7 (see priority 5)

_- Support industrial | Expenditures - June 2005: Commission report to the

| competitiveness by setting up European Council on the criteria, themes

Imajor  European technology | Private-Public and projects (in close cooperation with

initiatives

partnerships

stakeholders).

- Mobilising funding from the community,
Member-States and industry in the context
of the next framework program (see priority

5).

Applying the best policy mix at
sectoral level

Policy measures

- Concluded sectoral reviews with decided
EU policy actions.

- Implementation of identified sectoral
policy mix.

36




Expenditures

- July 2004: within the programming of
structural funds, foresee a reserve fund (1%
of Objective 1 funds, 3% of Objective 2)
being put aside for intervention in case of
unexpected shocks.

July 2004: proposal to reserve a part of a
Growth Adjustment fund (1 bn/year) in the
Financial Perspectives (la. Funds for

Competitiveness  for  growth  and
employment).

- By 2006, adoption by the council.

RECOMMENDED ACTIONS

TO MEMBER-STATES

POSSIBLE
INSTRUMENT

INDICATIVE ROADMAP

DANISH POSITION

Promoting local and regional
clusters

OMC + cohesion policy

. Promote the creation of new companies
from universities.

. Improve the interface between industry
and research centres.

Actions to anticipate structural
changes

|

==

National Strategic Plans —
cohesion policy (to be
linked  with  National

B
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_ Lisbon Policies)

Other ..a—ns._m issues

Modemnisation of company lax Policyl “Extend and deepen the Internal Market”

Proactive Competition policy Policy 2 “Ensure open and competitive markets inside and outside Europe”

[| Sector enquiries on competition and competitiveness Policy 2 “Ensure open and competitive markets inside and outside Europe”

International dimension of industrial policy (access to market.. B Policy 2 “Ensure open and competitive markets inside and outside Europe”

Friendly business environment Policy 3: “Improve European and national regulation”

Pubiic support to business research

Policy 5 “Increase and improve investment in Research and Development”

Eco-innovation and environmental technologies Policy 6: “Promote innovation, the uptake of ICT and the sustainable use of resources”

|
__ Skill shortages Policy 10 “Providing incentives for the acquisition of skills, knowledge and human capital”
i
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i Central Policy Area - 8:

A Attract more people into employment and modernise social protection systems

___ Raising employment levels is the strongest means of generating growth and promoting socially inclusive economies. This is
all the more necessary because of the decline in the working age population over the next decades. The challenge is to
i attract more people into the labour market through Active Labour Market Policies and appropriate incentives. Moving

| people into employment and giving incentives to stay longer in the work force all require the modernisation of social
; protection systems.

_"_ 59




; m.-o:n% z_.r»m.cﬁm AT . o .
x o INSTRUMENT RoapmaAp DANSIH POSITION
|  COMMUNITY LEVEL . : : :
[ Promote equal opportunities Ensure full | - Adoption of pending recast proposal
implementation of | on the implementation of the principle
acquis of equal opportunity and equal
. treatment of men and women in matters
Legislation of employment and occupation

m_._a_.o»uo the eflectiveness of
i policy coordination in t he
social protection/ social

: inclusion area

Coordination in the
field of social
protection/social
inclusion

- By 2006: Streamline existing
processes; adoption of common
objectives covering inclusion and
pensions and health care reforms;
simplified reporting; strong emphasis
on implementation

- Mid 2006: submission of National
Reports/Plans

Coordination of admission
policy for economic migrants

Legislation

- July 2005: public hearing following
the public debate stimulated by the
Green Paper “on an EU approach to
managing economic migration

- End 2005: policy plan on legal
migration

- 2006: legislative instrument

‘13._38 inclusive  labour
T:E._SG"

Social Dialogue
(Consultation of social
partners, Member

Adoption and follow-up to the social
partners consultations

|
|
|
|

40

Central Policy Area - 8: Attract more people into employment and modernise social protection systems




- Promote the integration
of people excluded from
the labour market;

- Promote the integration
of legally resident migrant

States and  other
stakeholders on
further EU action to
promote integration |,
Art. 138)

OMC

European
Employment Strategy

workers
RECOMMENDED ACTIONS POSSIBLE o | |
. . INSTRUMENTS INDICATIVE ROADMAP DANSIH POSITION
TO MEMBER-STATES

-Set national level employment
targets in line with overall EU
targets

National commitment
to a target level, to be
used as overall frame
in setting individuai
measures

- Targets to be proposed by MS in
national action plans in the light of the
Community target set in the EES

Improve use of Active Labour
Market Policies (ALMP) to
reduce unemployment rates,
in particular  long-term
unemployment

Expenditure
Legislation

European
Employment Strategy

- Improvement of employment services to

ensure that every unemployed person is
offered a new start.

-strengthen conditionality of
unemployment benefits

- Income tax credits

4]




Increase female participation
in the labour market

Expenditure
Legislation

Social dialogue

- Childcare facilities and care facilities for
elderly and disabled

- Extension of parental leave for fathers

European
Employment Strategy
Reduce youth unemployment | Expenditure - Better vocational
training/apprenticeships
European
Employment Strategy | - Youth initiative (see box on European

Youth Initiative),

Develop active

strategies

ageing

|
|
|

Legislation

European
Employment Strategy

OMC

- Suppression of early labour market exit

incentives including public aid for pre
retirement schemes; improved incentives
and working arrangements for longer
working lives; allow addition of pension
benefits and wage

Reform of Pension and Health
care systems

OMC in the field of
social protection and
social inclusion

Legislation

- Submit reports on reform progress
regarding pensions and health/long-term
care systems in mid-2006 to support the
common objectives to modernise social
protection systems

Other related issues

Education

Priority 10 “Increase investment in human capital through better education and skills”
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Central Policy Area - 9:

Improve the adaptability of workers and enterprises and the flexibility of labour markets

In rapidly changing economies, a high degree of adaptability is vital to promote productivity growth and to allow
employment to be re-allocated towards rapidly growing sectors. Increasingly, new firms and SMEs are major sources of job
creation and growth in Europe. More flexibility combined with employment security will facilitate a greater ability to

\anticipate, trigger and absorb change. Greater adaptability should also contribute to ensuring that, wage developments do

not exceed productivity growth over the cycle and reflect the labour market situation.
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Central Policy Area - 9: Improve the adaptability of workers and enterprises and the flexibility of labour markets

POLICY MEASURE AT - :
INSTRUMENT RoADMAP DANISH POSITION
COMMUNITY LEVEL
Promote labour mobility by | Legislation - By 2007: adoption by the Council of

removing obstacles to labour
mobility arising from occupational
pension schemes

legislation on portability of occupational
pensions

RECOMMENDED ACTIONS POSSIBLE |
INSTRUMENT S INDICATIVE ROADMAP DANISH POSITION
TO MEMBER-STATES
Ensure employment-friendly wage | Institutional
and other labour costs developments | arrangements to

in line with productivity at sectoral
and regional level

allow the alignment

of  wages with
productivity
European
Employment Strategy

Promote flexibility combined with
security in the labour market

Social dialogue

Legislation

European

- Monitor types of contracts, duration and
transitions in the labour market
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Employment Strategy

_ Transform undeclared work into
__ regular employment

_

implementation  of
legislation European
Employment Strategy

Open Method of
Coordination

|

i

i

Eﬁ

”_ _

Other related issues

| Long term unemployment rate

Priority 8 “Attract more people into employment and modernise social protection systems”

Ensure the best policy mix at sectoral leve! to facilitate structural changes

Priority 7 “Contributing to the creation of a strong European industrial base”

Priority 10“Increase investment in human capital through better education and skitls”

_P Life Long Learning (active ageing strategies)
|
i
|
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Central policy area- 10:

| Increase investment in human capital through better education and skills

_m
|
l

!

| Structural change and productivity growth require a continued investment in a highly skilled and adaptable workforce.
: Economies endowed with a skilled labour force are better able to create and make effective use of new technologies, such as
! Information and Communication T echnology (ICT). Educational attainment in Europe falls short of what might be required

to ensure that skills are available in the labour market and that new knowledge is produced that is subsequently diffused
| across the economy. The emphasis on the importance of life long learning and knowledge in economic life also reflects the

| realization that advancing educational attainment and skills makes an important contribution to social cohesion.
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Central policy area- 10: Increase investment in human capital through better education and skills

POLICY MEASURE AT
- —Zm._._ac_smz.—. ROADMAP DANSIH POSITION
COMMUNITY LEVEL T _ :
Promote geographical and | Legislation; First half 2005: adoption of Directive on
occupational mobility administrative recognition of professional qualifications.
cooperation
2006: proposal for European
Europass qualifications framework.
Support Lisbon-related objectives in | Expenditure - By end 2005: adoption of lifelong
the area of employment, education learning programme
and training European Social
Fund - Adoption of the new ESF Regulation
and Commission guidelines for use of EU
Community funds in line with the Lisbon strategy’s
programme priorities

(Structural and Rural
Development funds,

education and
training
programmes),
European
Employment Strategy

Open method of co-
ordination.

- two-yearly reports to European Council
from 2006

- By mid-2005: Commission proposals
for EU strategy to support quality and
attractiveness of European Higher
Education

- By .BE-Ncow Commission proposal for
a European initiative on Youth (see box
in text).
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RECOMMENDED ACTIONS

TO MEMBER-STATES

POSSIBLE
INSTRUMENT

INDICATIVE ROADMAP

DANSIH POSITION

Putting in place national strategies for
lifelong learning by 2006

European Employment
Strategy

OMC

- Annual monitoring on the
basis of EU targets and

indicators in the framework of
the EES

- Report on progress in
Member States’ two-yearly
Education and Training 2010”
report

Improve the quality, relevance and
attractiveness of vocational education and
training

European Employment
Strategy

OMC

- Annual monitoring on the
basis of EU targets and
indicators in the framework of
the EES

- Report on progress on
implementing national
priorities agreed in  the
Maastricht Communiqué (of
December 2004) in Member
States’ two-yearly “Education
and Training 2010” report

Substantially raise per capita investment
from public and private sources in human
resources and improve the efficiency of
investment

Expenditure;

European Employment
Strategy

OMC

- Annual monitoring on the
basis of EU targets and
indicators in the framework of
the EES

- Report on priorities for reform
and investment as part of two-

yearly reporting (Education and
training 2010).
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Other related issues

Employment

Priority 8 “Attract more people into employment and modernise social protection systems”

_ Adaptability Priority 9 “Improve the adaptability of workers and enterprises and the flexibility of labour markets”
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APPENDIX 2: NEW COORDINATION CYCLE

| Proposal for year t
i
.__ Winter Spring Summer Autumn Winter
1 >
8
_ JANUARY FEBR/MARCH MARCH APRIL
_) EU Annual Progress Report Input Council Spring Council National Lisbon Commission
' int, based on National Lisbon Formationson Eu ropean adopts Programmes (backward / reviews
| Programmes in year t-1, incl. integrated Council Integrated forward looking) based on implementation
“H, draft JER and BEPGs IR guideline endorsement guideline EGs + BEPGs and incl.
! package integrated package nat. act. plans on empl.
| Commission proposal for -ESPHCA guideline ECOFIN
!l integrated guideline package  -ECOFIN package adopts BEPGs Stab. and conv. progr.
| (EGs and BEPGs) -(COMP) and ESPHCA submitted separately
_ EP on whole adopts EGs

Existing cycle of economic and employment coordination 2003-2005
Winter Spring Summer Autumn Winter

European Council European Council Member States report on
General polical orientations endorses Guideline implementation: Stab.
BEPG, EG + IMS (March) package. BEPG, EG+  and conv. programmes
IMS. (June) (oct.-dec) and nat. action
plans on employment)

Commission.
Implementation Package:
BEPG, EG. In addition,

- ission revie
Cominission ncﬁa_mm.cz ie
Guideline package on the

.. , implementation
IMS (January) BEPG, EG. In addition IMS (April)




APPENDIX 3: PHASING IN (2005)

e

ﬂ Proposal for year 2005
_; Winter Spring Summer Autumn Winter
| JANUARY MARCH APRIL  JUNE . o .
it Implementation package Spring European Commission European First national Lisbon Commission
| (BEPGs IR, draft JER and Council provides  proposal for Council programmmes (forward reviews
IMS) orientations on integrated endorses looking) based on ] implementation
| integrated guideline integrated EGs + BEPGs and incl.
_ gra gr
_ guideline package package sentto  guideline nat. act. plans on empl.
Council and EP  package
ECOFIN Stab. and conv. progr.
adopts BEPGs submitted separately
__ ESPHCA
| __ adopts EGs
_. Existing cycle of economic and employment coordination 2003-2005
_ Winter Spring Summer Autumn Winter |
h European Omzso:. ) European Council Kn-:co_. m::.nm report on
General polical orientations endorses Guideline implementation: Stab,
| BEPG, EG + IMS (March) - package. BEPG, EG +  and conv. programmes
| IMS. (June) (oct.-dec) and nat. action
_“ plans on employment)
# Commission. . Commission Commission rev
I Implementation Package: Ly on the
m BEPG, EG. In addition Quideline package i i
__ » S g BEPG, EG. In addition IMS (April) implementation

IMS (January)




APPENDIX 4: PHASING IN (2006)

Proposal for year 2006
Winter Spring Summer Autumn Winter
JANUARY FEBR/MARCH MARCH APRIL . . L
EU Annual Progress Report Input Council Spring Council National Lisbon OomE:_mm_on
based on National Lisbon Formationson  European adopts programmes (backward reviews .
Programs 0f 2005 (forward integrated Council Integrated looking) based on . implementation
looking), incl. guideline endorsement guideline EGs + BEPGs and incl.
draft JER and BEPGs IR package integrated package nat. act. plans on empl.
-ESPHCA guideline ECOFIN
Commission proposal for -ECOFIN package adopts BEPGs Stab. .BE cony. progr.
integrated guideline package ~ -(COMP) and ESPHCA submitted separately
(EGs and BEPGs) EP on whole adopts EGs
Existing cycle of economic and employment coordination 2003-2005
Winter Spring Summer Autumn Winter
European Council European Council Member States report on
General polical orientations endorses Guideline implementation: Stab,
BEPG, EG + IMS (March) package. BEPG, EG+  and conv. programmes
IMS. (June) (oct.-dec) and nat. action
plans on employment)
Commission. Commission Commission review
Implementation Package: Ly . on the
BEPG, EG. In additi Guideline package . )
IMS Gl 1 additton, BEPG, EG. In addition IMS (April) implementation
(January)




APPENDIX 5: PHASING IN (2007)

| Proposal for year 2007
__ Winter Spring Summer Autumn Winter
| JANUARY FEBR/MARCH MARCH APRIL . . o
| EU Annual Progress Report Input Council  Spring Council National Lisbon Oo-.:B_mm_o:
| based on National Lisbon Formationson  European adopts programmes E reviews
| Programs of 2006 incl. integrated Council Integrated and backward looking)  implementati
_ draft JER and BEPGs IR guideline endorsement guideline based on .
‘_ package integrated package EGs + BEPGs and incl.
{ Commission proposal for -ESPHCA guideline ECOFIN nat. act. plans on empl.
|| integrated guideline package = -ECOFIN package adopts BEPGs
| (EGs and BEPGs) -(COMP) and ESPHCA Stab. and conv. progr.
| EP on whole adopts EGs  ° submitted separately
i package
i Existing cycle of economic and employment coordination 2003-2005
| Winter Spring Summer Autumn Winter
European Council European Council Member States report on
General polical orientations endorses Guideline implementation: Stab.
BEPG, EG + IMS (March) package. BEPG, EG+  and conv. programmes
IMS. (June) (oct.-dec) and nat. action
plans on employment)
Commission. Commission Commissior
Implementation Package: Ly on the
BEPG, EG. In addition, Guideline package

. . implementa
IMS (January) BEPG, EG. In addition IMS (April)




APPENDIX 6: PHASING IN (2008)

Proposal for year 2008
Winter Spring Summer Autumn Winter
JANUARY FEBR/MARCH MARCH APRIL . . L
First EU Strategic Report Input Council  Spring Council adopts National Lisbon Ooq.za_mm_oz
based on National Lisbon Formationson  European Integrated programmes Eﬁn Teviews )
Programs of 2007 incl. integrated Council guideline and backward looking)  implementation
draft JER and BEPGs IR guideline endorsement package based on .
package integrated ECOFIN EGs + BEPGs and incl.
Commission proposal for -ESPHCA guideline adopts BEPGs nat. act. plans on empl.
integrated guideline package =~ -ECOFIN package ESPHCA
(EGs and BEPGs) -(COMP) and Adopts EGs Stab. and conv. progr.
EP on whole submitted separately
package
Existing cycle of economic and employment coordination 2003-2005
Winter Spring Summer Autumnn Winter
European Council European Council Member States report on
General polical orientations endorses Guideline implementation: Stab.
BEPG, EG + IMS (March) package. BEPG, EG+  and conv. programmes
IMS. (June) (oct.-dec) and nat. action
plans on employment)
Commission. Commission Commission review
Implementation Package: Guideline package on the
BEPG, EG. In addition, BEPG, EG. In addition IMS (April) implementation
IMS (January)
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