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THE FOUR PRIORITIES OF EU's LISBON STRATEGY

|. Knowledge and innovation

Innovate to compete and prosper

Globalisation has brought about profound changélsarpatterns of cultural, political and economic
exchange between individuals, organisations andpenias at regional, national and global level.
In this new order, Europe will only be able to cat®if it is responsive to consumer needs. To this
end, the creative potential of Europe's citizermughbe mobilized, taking advantage of its rich
cultural and scientific heritage, enhanced by iratmn and entrepreneurship. Research and
innovation is the heart of the Lisbon strategy. dommw's jobs and prosperity and the quality of life
depend on the quality and quantity of Europe'sarebeand innovation activity today.

It is against this background that the EU's leadersded to set an ambitious target for achieving a
more dynamic knowledge-based economy: every mesthgr should spend 3% of its gross
domestic product on research and development b§.20d to now many actions have been taken
in order to improve Europe's innovation capability.

Turning challenges into opportunities

Despite the considerable effort undertaken to brsstarch and innovation across the EU, serious
challenges still remain in these fields.

The European Council has identified two key areas€tion investing more and more effectively
in knowledge and innovation, and unlocking businesential, especially for small and medium-
sized enterprises (SMESs).

Along these axes, the EU is called upon to conttousplement ongoing initiatives, and to
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More specifically, in the field of knowledge andovation, these will include:

- joint programming of research activities;

- international scientific and technological co@ien strategies;

- public/private research projects through thetjachnology initiatives;

- promotion of the new instruments created by tbésEth research framework
programme, such as the European Research Counddiha risk-sharing finance facility;

- programmes in the framework of the European spatiey, such as Galileo and the
Global monitoring for environment and security;

- research of infrastructures of pan-European éster

- support for innovative SMEs;

- launch of the European Institute for Innovatiow & echnology.

Another set of measures will be promoted with ante increasing human resources for science
and technology in Europe, to facilitating the mipibf researchers, students and university
teachers, as well as to improving and modernisiglgdr education, so as to develop the full
potential of the “knowledge triangle” (educatiorsearch-innovation

The broad-based innovation strategy for Europeniied to translate investments in knowledge
into products and services, will continue to taleps for a better use of incentives for research an
development, the design of a European patent girated the outline of the lead markets initiative
for innovative products and services in promisiechhology sectors.

Improving the framework conditions for innovatiorllvwontribute to fully realising the European

Research Area (ERA), which is one of the core etemef the Lisbon strategy. The ERA sets out

to create a European internal market for researcinder to increase pan-European cooperation and

coordination of national research activities. Mgpecifically ERA is aimed at:

. boosting researchers' mobility between instingiaisciplines, sectors and countries, and
allowing them to benefit from world-class infragttures and to work with excellence
networks of research institutions;

. facilitating the efficient sharing of knowledger fsocial, business and policy purposes;

. optimising European, national and regional refe@arogrammes and coordinating these
programmes to address major challenges together.

The EU framework programme for research and tedyncdl development, whose funding has
been substantially increased over the years, igikd to support the ERA. The 7th framework
programme has a total budget of over EUR 50 bill@m™®007-2013.

As regardgesearch, knowledge and innovatiothe European Council will underscore the neec
for member states and the EU to remove barriethédree movement of knowleddey creating a
"fifth freedom” . Actions include facilitating and promoting thetiopal use of intellectual property
created in public research organisations so astwease knowledge transfer to industry, in

particular through an "IP charter” to be adoptedfbee the end of the year. In this context member
states should also aim to make high-speed intevagtable to all schools by 2010.




Il. Unlocking the business potential, especially dBMES;

The contribution omall and medium-sized enterprises (SMEs} firms with fewer than 250
employees, with an annual turnover of less than HURIllion — is essential for achieving
sustainable growth and generating more and beitbsr fhey represent 99% of all enterprises and
account for about 75 million jobs.

The European Union and the member sates are tal@agures to promote better conditions for the
creation and growth of smaller enterprises, thlesvéthg them to better compete in the global
market. This summer a "small business act for Eelr@pll be launched, simplifying rules for small
businesses.The main goal igéaluce by 25% the legislative and administrativdourden on

SMEs by 2012, a measure which should increase dgamssgstic product (GDP) by 1.5% ,
equivalent to about EUR150 billion . It is recalliat recently a simplification of legislation has
taken place, which in terms of time and staff emetbin fulfilling regulatory obligations, has
allowed companies to make considerable savings.

The European Council will welcome progress madendu2007 orbetter regulationand consider
that further efforts are needed in order to delicencial improvements to the competitiveness of
EU business, in particular SMEs.

An improved environment for SMEs will also requa@mpleting the single market Although

many obstacles to the "four freedoms" - the fre@entent of people, goods, services and capital -
have been removed, important gaps remain, partlgutaservices. The adoption of the services
directive in November 2006 (removing legal and adstiative barriers to the development of
certain service activities, strengthening the sgiftconsumers as users of services and setting
legally-binding obligations for effective adminiative co-operation between member states) and
implementation of the financial services actiompdae important steps taken recently, but progress
is still needed in the network industries (suclemsrgy and electronic communications).

The European Council will identify actions of imnage importance in order to reinforce the EU|s
policy onSMEsand to allow them to operate more effectiveljnmsingle market, so as to allow|
business, in particular SMEs, and consumers to makase of its potential.

These include swift examination by the Councihefupcoming small business act initiative ang
the introduction, where justified and following sening of the acquis communautaire, of
exemptions for SMEs from the administrative requerts of EU legislation.

These include an effective follow-up to the Comon&ssingle market review on a yearly basis,
with a focus on actions needed to boost growthjabs by removing remaining barriers to the four
freedoms of the treaty, including, where appromjdahrough harmonisation or mutual recognition.
Market developments should be monitored in ordgriritise action in markets where there ar¢
genuine and significant barriers to market functi@pand competition.
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Furthermore, it is not possible to boost growth g if the European Union is not able to benefit
from the opportunities offered by globalisation. Bukiness needs to be active on world markets.
Its strategy must focus on continuing to removeiber to trade, concluding mutually beneficial
bilateral trade agreements and establishing paftips with key third countries. In this way, not
only will Europe ensure access to open marketsit ill also contribute to countering
protectionist measures. Re-launching negotiatiomeuthe World Trade Organisation (WTO)'s
Doha Development Agenda after their suspensionlyn2D06 remains one of Europe’s priorities.

As regards thexternaldimension of the renewed Lisbon stratediie European Council will
welcome the Commission's intention to report anguwatl market access, identifying countries and
sectors where significant barriers remain.

lll.  Investing in people and modernising labour makets

Getting more people into work is crucial to cregtmore and better jobs, increasing growth,
promoting social inclusion and helping to financelfare systems to face the challenge of an
ageing population.

One of the targets of the Lisbon strategy is taiathn employment rate (proportion of people
aged 15-64 who are working) of 70% by 2010 (cufyeihstands at 64,4%). Achieving this will
require among other things investing in innovati@aucing red tape, strengthening education
systems and increasing training opportunities forkers of all ages.

There is a growing consensus in Europe that apgRflaxicurity " principles is essential to making
labour markets more efficient. Flexicurity is aipglstrategy aimed at enhancing the flexibility of
labour markets on the one hand, and employmentiseand income security, on the other.

To boost employment and fully realise its econoputential, Europe also needs sound macro-
economic policies that ensure a stable economic@ment. The new EU's cohesion programmes
will make some EUR 210 billion available for invesnt in growth and jobs over 2007-13, an
increase of over 25% compared to 2000-06. Oveddalhctions of the 102 announced in the 2005
Community Lisbon programme were executed by mid720®e reform of tax and benefit systems
must be designed to make work more interesting lleaefits and to delay the age of retirement.

The European Council will look forward to the Corasmn's proposal for a renewedcial
agenda which should play a key role in strengtheninggbeial dimension of the Lisbon strategy
by taking account of Europe's new social and labeatities. It will also cover issues such as
youth, education, migration and demography. Theogean Council therefore considers that the
employment and social impact of migration of tharlintry nationals needs to be addressed in the
context of the Commission proposals for a commdinypon immigration.




In view of increasing skills shortages in a numbksectors, the European Council will invite the
Commission to present a comprehensive assessmibet foture skills requirements in Europe up
to 2020, taking account of the impacts of technickdlgzhange and ageing populations and to
propose steps to anticipate future needs.

In line with the recommendations of European sqg@atners of October 2007, and recognizing
that there is no single flexicurity model, the Bagan Council will call on the member states to
implement agreed common principles on flexicuntybfining national flexicurity arrangements
within their national reform programmes by the eridhis year.

The European Council urges Member States to takerete action to:

. substantially reduce the number of young people eammot read properly and the
number of early school leavers, and improve thaea@ment levels of learners with a
migrant background or from other disadvantaged grju

. attract more adults, particularly low-skilled anéder workers into education and
training and to further facilitate geographic andaupational mobility;

. promote higher overall labour force participation@tackle segmentation in order to
ensure active social inclusion;

. improve policy consistency and coordination of esoit, employment and social

policies in order to enhance social cohesion.

IV.  Energy and climate change

Under this priority, the European Council is detered to reinforce the EU's leadership in the
global fight against the climate change throughit@ementation of an ambitious package of new
legislative measures.

(see factsheet climate change)



