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Growing demand for robust and Growing demand for robust and 
transparent evaluation frameworkstransparent evaluation frameworks

““ TheThe methodologymethodology forfor evaluationevaluation ofof NRPsNRPs andand thethe underpinningsunderpinnings ofofgygy p gp g
countrycountry--specificspecific recommendationsrecommendations needneed toto bebe spelledspelled outout moremore
explicitlyexplicitly inin orderorder toto encourageencourage nationalnational debatedebate onon keykey areasareas ofof
underperformanceunderperformance inin individualindividual countriescountries..””

PisaniPisani--FerryFerry andand SapirSapir ((20062006))PisaniPisani FerryFerry andand SapirSapir ((20062006))

““ MonitoringMonitoring andand assessingassessing reformsreforms isis anan importantimportant factorfactor forfor thethe
successsuccess ofof thethe LisbonLisbon strategystrategy.. ThisThis callscalls forfor aa clearclear andand transparenttransparent

hh b db d i bli bl h dh d ””approachapproach basedbased onon suitablesuitable methodsmethods..””
ECOFINECOFIN Council,Council, FebruaryFebruary 20072007

““ i iti it thth C i iC i i tt titi kiki ithith M bM b St tSt t tt““…… invitesinvites thethe CommissionCommission toto continuecontinue workingworking withwith MemberMember StatesStates toto
furtherfurther developdevelop aa clearclear andand transparenttransparent methodologymethodology forfor thethe
monitoringmonitoring andand evaluationevaluation ofof LisbonLisbon reforms”reforms”..

EuropeanEuropean Council,Council, MarchMarch 20082008pp ,,



Part of a more comprehensive effort to Part of a more comprehensive effort to 
improve analytical underpinnings of theimprove analytical underpinnings of theimprove analytical underpinnings of the improve analytical underpinnings of the 

Lisbon strategyLisbon strategy

1.1. TrackingTracking whatwhat isis actuallyactually happeninghappening:: usingusinggg yy pp gpp g gg
yearlyyearly reportingreporting tablestables andand databasesdatabases onon structuralstructural
reformsreforms underunder wayway inin MemberMember StatesStates

2.2. MakingMaking thethe linklink toto growthgrowth andand identifyingidentifying
underperformingunderperforming policypolicy areasareas:: thethe LisbonLisbon
A tA t F kF k (LAF)(LAF)AssessmentAssessment FrameworkFramework (LAF)(LAF)

33 QuantifyingQuantifying thethe impactimpact ofof reformsreforms onon growthgrowth3.3. QuantifyingQuantifying thethe impactimpact ofof reformsreforms onon growthgrowth
andand jobsjobs:: modellingmodelling toolstools (QUEST(QUEST III,III, Worldscan)Worldscan)
andand econometriceconometric studiesstudies



f if iStructure of presentationStructure of presentation

•• OverviewOverview ofof thethe LisbonLisbon assessmentassessment
frameworkframeworkframeworkframework

Insights from case studies: focus on new EUInsights from case studies: focus on new EU•• Insights from case studies: focus on new EU Insights from case studies: focus on new EU 
Member statesMember states

•• Some elements of comparison with other Some elements of comparison with other 
frameworksframeworksframeworks frameworks 



Overview of the LAF: UnderlyingOverview of the LAF: UnderlyingOverview of the LAF: Underlying Overview of the LAF: Underlying 
assumptionsassumptions

• Level data refers to 2006 (when available), and 
change refers to 2000-06change refers to 2000 06

• Reference benchmark in is EU15 average, but e e e ce be c a s U 5 a e age, but
technically feasible to use  alternative benchmarks 
(EU27, five best values, EU5, the Lisbon target).

• Standardised continuous scoring system, score = 
(Indicator-EU15average)/Standard deviation *10(Indicator EU15average)/Standard deviation 10. 

• Qualified with country specific expertise (not pure 
mechanical))



Overview of the LAFOverview of the LAF
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GDP components covered by LAFGDP components covered by LAF
Decomposition of per capita Decomposition of growthDecomposition of per capita 

GDP
Decomposition of growth 

rate 
[Native population] Native  population

[Proportion of foreign population in total 
population]

Net migration

Working age population share in total Working age population share in totalWorking age population share in total 
population

Working age population share in total 
population

Youth Participation Youth Participation

M l i ti i ti M l i ti i tiMale prime-age participation Male prime-age participation

Female prime-age participation Female prime-age participation

Older worker participation Older worker participationOlder-worker participation Older-worker participation

Unemployment rate Unemployment rate

Working time (Average Hours worked per Working time (Average Hours worked perWorking time (Average Hours worked per 
person employed)

Working time (Average Hours worked per 
person employed)

Capital deepening Capital deepening

Total factor productivity (Solow's residuals) Total factor productivity (Solow's residuals)

Initial education of labour (labour quality) Initial education of labour (labour quality)



Overview of the LAFOverview of the LAF
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Policy areas covered by LAFPolicy areas covered by LAF

b k l

Product and capital market  regulationsLabour market

Active Labour Market Policies

Making work pay: interplay of tax and benefit systems

Labour taxation to stimulate labour demand

Competition policy framework 

Sector specific regulation 

Job protection and labour marker segmentation 

Policies to increase hours worked

Regulatory barriers to entrepreneurship

Business dynamics: Start-up conditions

Financial markets and access to finance
Specific labour supply measures for women

Specific labour supply measures for older workers

Wage bargaining and wage setting policies

Financial markets and access to finance

Openness to trade and investment

Wage bargaining and wage setting policies

Immigration and integration policies

Labour market mismatch and labour mobility

Innovation and  knowledge

Orientation and sustainability of public finances

Macroeconomy

R&D and innovation policies

ICT

Education and life long learning

Orientation and sustainability of public finances R&D and innovation policies



Overview of the LAFOverview of the LAF
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Some horizontal results with a Some horizontal results with a o o oo o o
focus on new EU Member Statesfocus on new EU Member States



Growth differences vis-à-vis the EU15 2000-2006

GDPGDP 

Demographic components

Labour market components

L b P d ti itLabour Productivity

Native Population 

Net Migration 

Share of Working age Population

Youth Participation 

25-54 Male Participation

25-54 Female Participation

55-64 Participation 

Unemployment Rate

Average Hours Worked

Capital Deepening 

Total Factor Productivity

-1 -0,5 0 0,5 1 1,5 2 2,5 3
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Initial education (Labour quality)



Changes in policy areas in the NMS compared to the EU15 (average score 2000-
2006)

-15 -10 -5 0 5 10

Labour market

Labour market mismatch and labour mobility**

Immigration and integration policies***

Specif ic labour supply measures for older-w orkers***

Specif ic labour supply measures for w omen***

Wage bargaining and w age-setting policies**

Job protection and labour market segmentation/dualisation** 

Policy increasing hours w orked***

Labour taxation to stimulate labour demand ***

Making w ork-pay: interplay of tax and benefit system***

Active labour market policies**

Product and capital market regulations

Competition policy framew ork*

Sector specif ic regulation (telecom, energy)**

usiness environment - Regulatory barriers to entrepreneurship**

Business Dynamics - Start-up conditions***

Market integration - Openness to trade and investment**

Financial markets and access to f inance**

Innovation and know ledge

Education and life long learning***

R&D and Innovation***

ICT**

Macroeconomy

Orientation and sustainability of public f inances ***



Insights from case studies: focus Insights from case studies: focus gg
on new EU Member stateson new EU Member states

• There continue to be differences in the patterns of 
over/under performance between new and old Member 
States

• Prospect of accession acted as a powerful reform 
stimulus (especially year 2004)

• In some cases the new Member States managed to 
push the reforms further than the former EU15. 

• On the other hand, new Member States are still 
considerably further from the global technological y g g
frontier



Issues for discussionIssues for discussion

• Whilst there is a generalised tendency towards 
catching-up across countries in terms of TFP growth, g p g ,
such a tendency seems to be weakening over time, 
especially in the post-1995 period.

• TFP growth appears increasingly associated with 
innovation and technological spillovers from countries 
positioned "at the frontier".

• Thirdly, ICT, human capital, and R&D appear to play a y, , p , pp p y
significant role in TFP growth over the period

• Finally, the determinants of TFP growth appear to beFinally, the determinants of TFP growth appear to be 
largely industry-specific.



Some elements of comparison Some elements of comparison 
ith th f kith th f kwith other frameworks with other frameworks 



Comparing LAF findings with Comparing LAF findings with 
OECD’s “Going For Growth”OECD’s “Going For Growth”

OECD identifies 5 issues per country irrespective of its relative performance; 
LAF assesses performance relative to EU15 benchmark. 

OECD identifies 3 priorities using scores at the level of each indicator and 2 
priorities based on qualitative reading. LAF identifies priorities at aggregate 
level (policy area scores), at the level of each indicator (specific issues), or 
combined reading of growth accounting and policy area resultscombined reading of growth accounting and policy area results.

OECD recommendations are more concentrated across policy areas:
over 50% are in 4 policy areas: labour taxation, making work pay, wageover 50% are in 4 policy areas: labour taxation, making work pay, wage 
bargaining, and education and lifelong learning (only 19% of all LAF 
underperformances). 

Hhi h d f t h i l b t ti ifi l b l fHhigh degree of match in labour taxation, specific labour supply measures fo
older workers, competition and education

The highest match is identified for the bigger euro area economies while theThe highest match is identified for the bigger euro area economies, while the
lowest match is for the best and worst performing countries.



Main advantages of LAFMain advantages of LAF

•• LAFLAF isis aa moremore economicallyeconomically soundsound andand consistentconsistent frameworkframework soso thatthat
policypolicy recommendationsrecommendations areare focussedfocussed onon mostmost importantimportant challengeschallenges

•• LAFLAF establishesestablishes anan analyticalanalytical benchmarkbenchmark thatthat::

•• takestakes accountaccount ofof startingstarting levelslevelstakestakes accountaccount ofof startingstarting levelslevels

•• helpshelps disentangledisentangle thethe impactimpact ofof thethe cyclecycle andand societalsocietal changechange
(e(e..gg.. demographics)demographics) fromfrom structuralstructural reformsreforms

•• cancan catercater forfor laggedlagged effectseffects ofof reformreform measuresmeasures (takes(takes
accountaccount ofof growthgrowth overover thethe period)period)

•• balancesbalances needneed forfor comparabilitycomparability withwith countrycountry specificityspecificity
(mechanic(mechanic assessmentassessment complementedcomplemented byby qualitativequalitative
assessmentassessment



Caveats and limitationsCaveats and limitations

some policy areas and dimensions are missing (environment, some policy areas and dimensions are missing (environment, 
social cohesion)social cohesion)

usual caveats of growth accountingusual caveats of growth accounting

l l l b ( )l l l b ( )results in some policy areas are less robust (competition)results in some policy areas are less robust (competition)

Interactions and complementarities between policy areasInteractions and complementarities between policy areas

NonNon--linearities in some of the links (Aghion, inverted U linearities in some of the links (Aghion, inverted U 
shapped)shapped)

Needs to be complemented by additional analysis (at sectoral Needs to be complemented by additional analysis (at sectoral 
level level -- PM side)PM side)



Thank youThank you



AnnexAnnex



 Demographic components Labour market components Labour Productivity 
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Active labour market policies                 
Making work pay: interplay of tax 
and benefit system

   X X  X X      
and benefit system
Labour taxation to stimulate labour 
demand            X      
Job protection and labour market 
segmentation/dualisation                  

Policy increasing working time                 

GDP components

Specific labour supply measures for 
women                 

Specific labour supply measures for 
older-workers 

         X       

Wage bargaining and wage-setting 
policies                 

Policy areas
policies 
Immigration and integration 
policies           X      
Labour market mismatch and 
labour mobility       X X   X      

Competition policy framework                 
S ifi l i ( l

The relevant GDP components 
for each policy area identified 

in economic literature are 
indicated by grey shaded cells 

Sector specific regulation (telecom, 
energy)           X   X   

Business environment - Regulatory 
barriers to entrepreneurship 

       X   X   

Business Dynamics - Start-up 
conditions        

A coincidence of 
underperformance in a 

policy area and a relevant 
GDP componentconditions       

Financial markets and access to 
finance                 
Market integration - Openness to trade 
and investment                 

R&D and Innovation              X   

GDP component

ICT       
Education and life long learning                 
Orientation and sustainability of 
public finances                 

 



Table 1: Relative performance of GDP components vis-à-vis 
the EU15 both in level and growth (scores)

I II III I II III

GDP decomposition 

Absolute 
contribution 

to annual Qualification Overall 
assessment 

 scores growth
  Level Growth    

Demographic components 1 1 0,5   
Fertility / Native Population 1 1 0 1Fertility / Native Population 1 -1 0,1 =
Share of foreign population / Net 
Migration  8 -1 0,4  + 
Share of Working age Population -7 4 0,0 -g g p

Labour market components -12 7 0,5   
Youth Participation  -12 -1 -0,1  - 
25-54 Male Participation -8 -3 -0,1  - 
25-54 Female Participation 1 -2 0,2  = 
55-64 Participation  -15 5 0,5  - 
Unemployment Rate -2 -7 -0,2 ↓ growth - 
Average Hours Worked 3 22 0 2 =Average Hours Worked -3 22 0,2 =

Labour productivity components 15 -6 0,8   
Capital Deepening  1 -16 0,3  = 
Total Factor Productivity 18 -5 0,2 ↓ growth -Total Factor Productivity 8 5 0, ↓ growth
Initial education of labour (Labour quality) 11 8 0,4  + 

GDP per capita (level) / GDP (growth) 8 -1 1,8   
 



Table 2: An overview of performance in Table 2: An overview of performance in 
each policy area at aggregate leveleach policy area at aggregate levelp y gg gp y gg g

Indicator-based assessment 
Type of 

qualification of 
aggregate score 

Overall 
assessment  

I II III 
 Level Change    
Labour market     
Active labour market policies** 2 -3  = 
Making work pay: interplay of tax and benefit 
system*** -1 3 

↓ statistical; 
country-specifica - 

Labour taxation to stimulate labour demand *** 13 8Labour taxation to stimulate labour demand -13 8 -
Job protection and labour market 
segmentation/dualisation**  5 9 

↓ country-
specificb = 

Policy increasing working time*** -4 1  - 
Specific labour supply measures for women*** 1 -2  = 
Specific labour supply measures for older-

13workers*** -13 5 - 
Wage bargaining and wage-setting policies** -7 -14  - 
Immigration and integration policies*** -9 -5  - 
Labour market mismatch and labour mobility** -8 -9  - 
        
Product and capital market regulationsProduct and capital market regulations
Competition policy framework* 3 -14  = 
Sector specific regulation (telecom, energy)** -4 1  - 
Business environment - Regulatory barriers to 
entrepreneurship** -5 -2  - 
Business Dynamics - Start-up conditions*** 7 -2  + 
Financial markets and access to finance** 9 0  + 
Market integration - Openness to trade and 
investment** 6 2  + 
        
Innovation and knowledge       
R&D and Innovation*** ↓growth; country-R&D and Innovation  

-2 -5 
↓growth; country

specificc  - 
ICT** 1 -6  = 
Education and life long learning*** 

7 -1 
↓country-
specificd = 

        
Macroeconomy



Types of qualificationsTypes of qualifications
Qualification 

type Reasons Remarks 
 G
ro
w
th
 Qualification of 

level score based 
on growth  

A priori, a policy area should be considered as underperforming (-) 
if the score in level terms in less than -4 irrespective of the score in 
change. However, this can be adjusted by country teams (to = or +) 
based on the "change" score, for example if absolute and relative 
growth was strongly positive.  

Some indicators may be missing for some countries. Particular care 
h ld b id t b k i i f l LFS iStatistical 

inaccuracies or 
breaks in series 

should be paid to breaks in series: for example, some LFS series 
have been affected by methodological changes, thereby reducing the 
comparability of the series. However, these arguments should only 
be used if one considers that the aggregate score has been altered 
very significantly  

Cyclicality  To be used only if cyclicality impacts significantly the outcome of 
the indicator.

al
 

Low standard 
deviation  

Low standard deviation can cause some countries with a fairly low 
absolute deviation from the average to become outliers. For 
example, low standard deviations are found in some financial market 
indicators, such as insurance premium volume or bank overhead 
costs. 

St
at
is
tic

al

I t fImpact of very 
significant recent 
reforms not yet 
captured by 
indicators 

This should only refer to very significant reforms, which have been 
enacted and whose effects are covered by reliable data from other 
sources. 

ow
 

m
ar
k 

EU15 benchmark For advanced Member States, the EU15 benchmark may not be 

 

L
ow

be
nc
hm not ambitious 

enough  

y
ambitious enough target. Commission services have not used this 
qualification in the LAF case studies. 

Country specific 
feature identified

This could arise when the aggregate score for a policy area may be 
above -4 and thus provide an indication of neutral (=) or positive (+) 
performance of the policy area, but where underperformance in 
one/several dimensions of a policy area is considered to be criticalfeature identified 

in the narrow list: 
one/several dimensions of a policy area is considered to be critical 
importance for the Member State concerned. This is reflected in the 
score of some indicators included on the narrow list used to calculate 
the aggregate score.  

C
ou

nt
ry
 sp

ec
ifi
c 
 

This could arise when the aggregate score for a policy area may be 
above -4 and thus provide an indication of neutral (=) or positive (+) 
performance of the policy area, but where underperformance in C

Other country-
specific features  

one/several dimensions of a policy area is considered to be critical 
importance for the Member State concerned. This is not captured in 
the narrow list used to calculate the aggregate score. It could for 
example arise if there is a missing dimension of policy area that is 
not captured by the indicators (e.g. the efficiency of public 
spending).  


