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Presentation overview sums up basic features of:

· NRP monitoring system

· Assessment of the NRP implementation.

1. NRP monitoring system

1.1 National Reform Programme adoption and preparation

In September 2005 the Czech Republic has adopted its National Reform Programme (NRP) (/1/) by which it accepted responsibility to fulfil the revised Lisbon strategy (Strategy for Jobs and Growth). In the Programme the CR declared its national priorities and reform measures for the period 2005 - 2008 in three areas: macroeconomic, microeconomic and employment. In case of political changes the specific measures listed in this three-year programme may be revised, replaced or supplemented by new ones. When choosing priorities for the years 2005 - 2008, the following criteria were taken into account: possible accomplishment within the given period, approved expenditure frameworks of the Czech budget and measurability.
On January 25, 2006 the European Commission published the Annual Progress Report on Growth and Jobs (hereinafter referred to as EC Annual Progress Report), which was a first evaluation of Member States' National Reform Programmes. In the APR both the strengths and areas where faster progress is necessary were identified. 
In its evaluation of CR's performance the Commission (/2/) appreciated general orientation of reform measures, notably the continuing public finances reform, strengthening competition while respecting the principles of sustainable development and increasing flexibility of labour market. On the other hand, more effort is necessary to secure long-term sustainability of public finances, notably concerning preparatory works on the reform of pension and healthcare system, to promote research and development (R&D) and human capital in this area, to increase the quality of human capital by means of lifelong learning, to assist the population groups disadvantaged on labour market and to reduce the discrepancies in regional unemployment rates. In the CR decision- makers of all levels discussed these recommendations. Subsequently a set of measures was carried out to ensure more effective implementation of measures included in the National Reform Programme. 

As part of preparatory work on the first Implementation Report on the National Lisbon Programme (Report on Progress) the CR analysed consistency between the measures adopted in the Czech NRP and those of the 2006 Spring European Council and the EC Annual Progress Report. The conclusion was that a large part of measures adopted by the CR is in line with EU bodies' recommendations, which confirmed that reform measures covered by Czech NRP are the right ones. Therefore the NRP was not substantially extended. Nevertheless, after discussions with relevant partners and with regard to an insufficient number of qualified staff in the area of R&D, one more new measure "Provide human resources in R&D" was supplemented. The CR will focus on development and boosting educational capacities of universities and on promotion of those disciplines, in which the regional R&D and innovation bases are weak. To remove duplicity, the measure "Increase the participation rate of population in productive age" was cut out. This priority is fully covered by the fiscal measure "Continue in restructuring of tax burden" in the Macroeconomic part of the Czech NRP and by measures included in the part Employment. 
The priorities of last year's NRP also reflected the Energy Policy of the Czech Republic, which specifies the main assignments in the area of energy policy. In line with the 2006 Spring European Council conclusions an analysis of Annex III - Energy Policy for Europe was carried out. On the basis of this analysis and with regard to general orientation of the NRP it was decided not to add new measures concerning energy policy. 
The CR welcomes the conclusions of the 2006 Spring European Council. The key idea, which is reflected in last year's NRP (the part on energy), is that Member States should have the right to choose freely primary sources of energy. The question of safe energy for EU, mentioned in the Spring European Council conclusions, is not dealt with in the Energy Policy of the Czech Republic and in the NRP. This item will be incorporated in an adequate manner in the next revision of the national Energy Policy. 

Implementation or updating of the measures included in the NRP has to be in line with other strategic documents. At the same time as this evaluation of NRP was prepared, the first National Report on Strategies for Social Protection and Social Inclusion (2006-2008) was elaborated (/4/). The National Report is based on common goals in the area of social protection and social inclusion proposed by the Commission communication "Working together, working better: proposals for a new framework for the open co-ordination of social protection and inclusion policies" from December 2005. The Report summarises the main problems concerning promotion of social cohesion, fight against poverty and social exclusion, modernisation of pension system and the systems of health and long-term care. 

A Horizontal working group
 and three inter-department working groups (each responsible for a relevant part of the NRP) were set up to co-ordinate elaboration and implementation of the NRP. Since this system of co-ordination proved useful in the year 2005 when elaborating the NRP, it was used again in the year 2006 to prepare the first Progress Report.
The National Reform Programme was prepared in partnership with all stakeholders (i.e. ministries, other central state administration authorities, economic and social partners, regions and non- governmental organisations). The same approach was applied to implementation of the reform measures and also to the first evaluation of the progress achieved in 2006. A number of projects, notably in the area of employment and education, are carried out in co-operation with civic and professional organisations. On regional level the initiatives organised by local government bodies contribute substantially to meeting the NRP priorities. Therefore, as part of evaluation of the specific measures, the Progress Report also mentions some of these projects as examples of "good practices". 

1.2 Evaluation and monitoring

To assess progress in implementation of the NRP, quantifiable indicators must be used that ensure transparency and credibility of the whole process. This fact was already taken into account last year in the first NRP; such partial targets were chosen that are measurable and indicators were identified, which are a basis for NRP first assessment. 

On EU level the assessment of progress in meeting the Lisbon targets is carried out by 14 indicators, which are monitored by the Statistical Office of the EU (Eurostat). Presently, a discussion on a possible update of this set of structural indicators is going on at the level of EU Council committees. Its aim is to adapt the set of structural indicators to the needs of the revised Strategy for Jobs and Growth. 

However, for a thorough assessment of progress in implementation of the Lisbon strategy on a national level, this set is insufficient. To ensure coherent monitoring it was found useful to define a specific set of indicators for the CR, which is harmonious as concerns terminology, content and data sources. In the first year of NRP implementation the main steps taken were to adjust legal framework covering the measures and targets identified in the NRP. Therefore monitoring the year 2006 focused mainly on factors related to the legal framework. The best instruments to evaluate how NRP targets are being implemented are impact indicators, which relate to adopted measures and prove their sustainability and net effects. Nevertheless, impact indicators can be fully quantified only after own effects of the measures adopted are indicated; i.e. not at the beginning of the whole process. Currently the set of indicators is also interconnected with effective management of the distribution of financial resources from Structural Funds (in accordance with article 36 of Council Regulation 1260/1999). 

Certain sensitivity in horizontal and vertical interconnection and relation of selected indicators to social and economic development have proved to be problematic for monitoring of Lisbon Strategy in the CR. Presently the indicators and data needed to monitor progress in priority areas are being analysed. This goes in line with setting up of the national nomenclature of indicators for EU funds for the 2007 - 2013 programming period. Indicators selected must fulfill the following criteria: first of all they must allow for unequivocal evaluation of development in priority areas, with regard to their effectiveness, and they must also be compatible with EU methodology. This revised set of indicators will contribute to a more through assessment of the reform process notably by covering the whole national framework and by deepening of co-operation between institutions responsible for the specific measures.

1.3 Communication with public and key partners

The Czech Republic is fully aware of the need to explain the specific goals of revised Lisbon strategy to each of its citizens. Therefore, this strategy and the National Reform Programme have become one of the three main communication priorities for the year 2006
. 

During the first year of NRP existence communication to public was provided among others via the website of the Office of the Government of the CR, which offers relevant information about the content of the whole document and also about specific measures listed in the NRP. At the same time, relevant ministries responsible for the three parts of NRP (macro, micro, employment) also created or are creating special links on their websites. A number of seminars, workshops and conferences for general public, academic sector or experts and professionals took place during 2006. The ministries in charge also published a set of information brochures and leaflets, as part of their publishing activities. These activities are included in communication strategy of each ministry and are targeted at specific groups (economic and social partners, regions and municipalities, professional associations, interest groups, non-profit organisations etc.). Experts from key ministries also publish articles in newspapers and professional magazines and participate on discussion programmes in media. 

Information on the revised Lisbon Strategy can also be found on the on the biggest Czech internet portal dealing with EU matters “Euroskop”.
 Prominent Czech experts publish their articles on this portal. As part of its information campaign, the Office of the Government of the CR regularly publishes articles concerning the NRP in “Eurokurýr” magazine, which is released every two months. This magazine is released both in electronic and paper
 version and is distributed to the representatives of regional and local governments, academics and businessmen for free. Different activities of non-government bodies were noted lately; these bodies would also like to participate on distributing information on the revised Lisbon Strategy.

The NRP is being continuously discussed with economic and social partners. They are regularly informed about the latest news concerning the Lisbon agenda by means of a Working team for the EU, a part of the Council of Economic and Social Agreement. Co-operation with parliament committees dealing with EU matters is very intensive. The principle of partnership, on which the NRP is based, also includes active co-operation with regions. A co-ordination and working body - Commission for EU matters - was set up at the level of regional governments. Members of this Commission were invited to put forward their comments and suggestions during preparatory works on this report, in July 2006. Since 2006 co-operation with the Association of Regions and Union of Towns and Municipalities of the Czech Republic is in progress. Since it is necessary to improve permanently the communication and consultation mechanisms addressed to general public, a document “Guidelines for Public Consultations in Preparation of Strategic Documents” was adopted in May 2006.
1.4  Interconnection between National Strategic Reference Framework and National Reform Programme

The policy of economic and social cohesion contributes substantially to meeting the Lisbon targets. National Development Plan of the CR 2007 - 2013 was finished in February 2006 (/4/) on which the National Strategic Reference Framework of the CR 2007 - 2013 (NSRF)
 is based (/5/). The fact that government discussed NSRF in June 2006 declared its readiness to draw financial resources addressed for the policy of economic and social cohesion in the given period. This document also incorporates a system of operational programmes financed from EU, by means of which priority measures of social cohesion policy of the CR will be brought into life. The analytical part of NSRF reflects the strengths, which promote competitiveness of the Czech Republic, and also the bottlenecks that may hamper sustainable development of the economy and society. 

Since preparation of the National Strategic Reference Framework was launched, attention was paid to the link between NSRF and NRP in order to ensure conformity of priorities proposed in these two documents. 28 out of the 46 (or 40, if only microeconomic and employment parts are considered) measures included in the NRP may be assigned to the priorities of NSRF and may be co-financed from EU Structural Funds and Cohesion Fund (see Table 1). Since the NSRF does not cover the area of macroeconomic policies, interconnection between NSRF and NRP can only be assessed in the area of microeconomic polices, employment and education. The activities of Steering and Coordination Committee for the NSRF and its working groups contributed substantially to synergy among the priorities listed in NSRF. This Committee ensured that all relevant partners (key ministries, representatives of regional and local governments, economic and social partners, education institutions, representatives of non-profit sector and others) participated on elaborating the NSRF. Thus the principle of partnership was fully respected, as it was in case of this Report on Progress. 

In current programming period (2004 - 2006) the policy of economic and social cohesion is implemented by means of five Operational Programmes for Objective 1, Single Programming Documents for objectives 2 and 3 (Prague), Cohesion Fund and two Community Initiatives - Interreg and Equal. About 50% of resources allocated to the policy of economic and social cohesion in the CR are part of Lisbon-related activities. A positive feature is that the rate of drawing from operational programmes, which represent the core of Lisbon-related interventions, is relatively high. This refers notably to part of activities co-financed from Cohesion Fund and to interventions aimed at improving business environment and boosting innovations. Specific regular reports, which are provided every month to all relevant authorities and each quarter discussed by the government, deal with evaluation of Structural Funds and Cohesion Fund. 

Regional disparities are one of NSRF priorities and as a priority these are also reflected in Report on Progress. Despite its relatively low starting level, the differences between cohesion regions in the CR (excluding Prague) gradually increase. Therefore, more than one fifth of the total amount of resources assigned for policies promoting economic and social cohesion will be allocated to priority "Balanced regional development". This priority will be safeguarded by the Integrated Operational programme (which covers the target Convergence), regional operational programmes (ROP for cohesion regions included in the target Convergence) and two operational programmes for Prague (priority "Regional Competitiveness and Employment: Prague). Other programmes financed from European Regional Development Fund included in the target Convergence will also have a regional dimension. The exact allocation for this purpose is set by the government decision of May 2006
. Implementation of other operational programmes (financed from European Social Fund) will also be carried out on regional level. Cross-border operational programmes, part of the priority "European Territorial Co-operation", are also of a regional nature. Some examples of initiatives and projects financed from national or European sources, which are successfully implemented by Czech municipalities and regions, are listed in the 2006 Report on Progress. These projects at least partially alleviate some regional disparities that are typical notably for regions undergoing significant structural changes affecting the labour market. 

2. Assessment of the NRP implementation
The revised Lisbon strategy (Strategy for Jobs and Growth) adopted in the Czech National Reform Programme (NRP) declared its national priorities for the period 2005 – 2008 in the three areas: macroeconomic, microeconomic and employment.
The Czech NRP implementation during 2005 – 2006 is assessed according to basic priorities of these three areas by the Czech national governmental institutions (/3/; /4/; /9/), by benchmarking analyses of the Czech independent research institutions (/12/; /13/; /14/; /15/; /16/) and by the Commission (/6/; /7/; /8/; /9/; /11/; /18/).

Basic features of the Czech NPR implementation evaluated by these analyses can be summarized through by the benchmarking of the real a forecasted figures with EU-25 average during the period of 2001 – 2008 (see figures in Tables 2, 3 and 4).

2.1 Macroeconomic performance

The Czech economy continued to growth strongly during the two years of NRP implementation (2005 – 2006) – see figures in Table 2 and Table 4. Its growth trajectory exceeding pace of growth of potential product. Macroeconomic developments after accession to EU are encouraging. It is expected that one-off effects related to the EU accession abate but the long-term impacts created new quantitative impacts for the Czech economy efficiency and will support sustained economic growth (/17/).
The solid expansion of the Czech economy is expected to continue. In the following period (2007 - 2008), a gradual closing of positive output gap and return to potential product related to moderate slowdown in GDP growth are expected. According to forecast of the Czech Ministry of Finance (MFCR) to about 5 per cent (/10/).
On this assumption (considerable advanced growth of the Czech GDP in comparison to its average growth in EU-25) process of economic-level convergence with average EU-25 is excepted to go on. Estimated level of GDP per capita (in Purchasing power standards – PPS) will reach about 80 per cent of the EU-25 average in 2008 (see figures in Table 3). The forecasted growth trajectory of the Czech GDP implies also that the real convergence process will continue towards the economic level of  “old” EU (EU-15) member states.
The pattern of growth is likely to be maintained: increasing gross fixed capital formation supported by sustained inflows of foreign direct investment with rising private consumption benefiting from increases in disposable income. Favourable development of profits especially of foreign – controlled companies and ongoing inflow of foreign investments should reflect in expected strong investment activity, mostly proexport oriented. Increasing contributions from EU funds will flow to infrastructure investment mainly. 

The export sector is also likely to benefit from the favourable economic development of the Czech Republic’s main trading partners of EU and from gradual start-up of new export capacities (especially in the car and electronic industries). Repeating high value of a positive contribution of foreign trade to GDP growth from 2005 (amounting to record 4 p.p.) is not considered probable but positive contribution is expected to keep on also in the following years (2007-2008) with share of foreign trade turnover in GDP rising (see figures in Table 4).
The strong expansion of the Czech economy during 2005-2006 has positively affected the labour market. Employment has risen in the secondary and tertiary sectors, largerly following the pattern of economic growth, with strong rises in manufacturing. The increasing demand has been reflected in rising wages. Accelerating development of wages may also have been affected by the increase in the minimum subsistence income paid by the government since the start of 2006 and a substantial increase in the minimum wage.
Although the employment rate is forecasting to continue rising, the creation of new jobs and the fall in the rate of unemployed are still likely to be tempered by structural factors. The introduction of new labour laws in 2007 to promote active job-seeking, with the effect of increasing the difference between earned incomes and social benefit contributions, should be a counter-weight to the wage measures mentioned above but overall forecast for 2007-2008 is for a weaker increase in the employment rate compare with the recent trend (see figures in Table 2 and Table 3). Nevertheless, unemployment, already below the average of the EU-25, is expected to continue falling, albeit at a decreasing rate.
Recent rises in wages levels have been largely balanced by increasing labour productivity and total unit labour costs have remained stable, contributing to a relatively low inflationary environment. The Czech economy has been characterized by low inflation since the end of 1990 s. This is a result of the positive impact of the inflation targeting regime on expectations concerning inflation on the part of economic players. Consumer price inflation has risen slightly during the first half of 2006 due principally to utility charges and rises in fuel prices. Increased inflationary pressure is more likely in the medium term given that the output gap turned positive in 2006 after being negative for many years (see figures in Table 2 and Table 3). 
Risks to the inflation outlook appear broadly balanced. Moderate unit labour costs in conjunction with credible medium-term oriented monetary policy should help to contain price pressures over the medium term. 
Given the high degree of openness of the Czech economy, exchange rate movements of the koruna (CZK) in either direction would have a strong and rapid impact on future inflation developments. Possible further appreciation of the CZK, against the background of a solid outlook for the economy and improving trade balance, constitute the main downside risk to the inflation projection relate notably to uncertainties concerning the fiscal developments (/8/; /9/).
As was mentioned in the Commissions assessment of the Czech NRP (/2/) among the points requiring further attention are measures securing the long-term sustainability of public finance, especially with regard to reform of pension and health care systems.

The widening of the government deficit after 2000 has to a large extent reflected increasing social expenditures and transition – related one-offs (connected mainly to restructuring in the enterprise and banking sectors, and government guarantees). The significant narrowing of the deficit in 2004, was mainly attributable to stronger growth and the possibility given to government departments to carry over unspent funds (the main motivation behind this measure was to avoid wasteful spending towards the end of the year).
After favourable year 2005 a considerable worsening of the general government performance is expected in 2006. General government deficit obviously reached all-time high in the Czech history. It is caused mainly by considerable year-on-year growth of spending accompanied with slow-down in growth of tax receipts mainly. Year-on-year worsening was seen in all segments of the general government. State budget deficit had the highest share in total deficit of the general government and reaching the second highest value from 1993.

In 2007 abatement of negative tendencies in general government budget can be expected (see figures in Table 2 and Table 4 according to forecasts of MFCR /10/). In 2008, the deficit is expected to decrease slightly to approximately 3.2 per cent of GDP based on the no policy change assumption and continuing robust growth of GDP.

These developments affected the size of government debt, which is still markedly lower than EU-25 average, but has increased substantially compared to 2000. Debt ratio to GDP remains relatively low, at around 31 percent forecasted in 2008 (see figures in Table 2 and Table 4).

Among the potential risks to further developments of public finance in the Czech Republic are included continuing state budget deficits, gradual ending of privatization receipts collection, depletion of own resources of the extra budgetary founds to finance their deficits and unbalanced system of health care and pension insurance in the medium-term prospects.

According to Implementation report 2006 of the Czech NRP (/3/), realization of fiscal reform, which was launched in 2004, requires restructuring of both revenue and expenditure side of public budgets, and emphasizes the medium-term orientation of budgetary policy by introducting a mechanism of fiscal targeting and binding medium-term expenditure frameworks. By implementing these principles more room should be created for free action of automatic stabilizers, which contribute to counter-cyclical effects of fiscal policy.
Important challenges for fiscal sustainability in the Czech Republic lie ahead in ensuring a good absorption capacity for EU funding, particularly given the much larger funds that will become available in the EU 2007-13 budget. According to OECD estimate (/20/) the co-financing needed to make full use of EU funds will have to rise from current levels of about 0.25 per cent of GDP to about 0.75 per cent in coming years.
Also a beginning of population – ageing process, which will escalate at the end of this decade will create great risks for the Czech fiscal sustainability (/15/). The Czech governmental authorities has set a goal to decrease the sensitivity of public finances to demographic development and to adopt a strategic decision on how to ensure long-term stability and effective financing of pension and health-care system. But so far, no substantial reform measures have been adopted in order to attain sustainable pension and healthcare system (/3/).
According to Implementation report 2006 (/3/) fiscal consolidation policies for the period 2007-2008 (to 2010) have to be oriented to 
· respect the principles of fiscal targeting and to strengthen the binding character of medium-term expenditure ceilings of the state budget and extrabudgetary funds
· restructuring the expenditure side of public budget (to increase growth-related expenditure to infrastructure, education, research and innovation and to secure sufficient resources for co-financing projects supported by EU funds)
· continuation the restructuring of tax burden (cut down corporate taxation, reduce taxation of labour, reform of sickness insurance)

· prevent indirect indebtness in the form of extrabudgetary fiscal risks (by reducing excessive fragmentation of public finance)

· adoption of strategic decisions necessary for financial stabilization of pension and health-care systems.

2.2 Microeconomic development supporting growth potential

According to the Czech NRP its microeconomic reforms are oriented to the sustainability of its economy attractivity for investment and to the support of knowledge investment and to the support of knowledge and innovation as a main drivers of economic growth.
Raising the Czech Republics growth potential requires making progress in both productivity growth and job creation. The Czech NRP for 2005-2008 elaborated on the basis of EU guidelines (/21/) are oriented on measures to strengthen business efficiency especially through the improvement of conditions for accelerated productivity growth, promote business environment and create suitable conditions for the functioning of labour market.
Forecasted growth of macroeconomic labour productivity in the Czech economy is expected to continue in range for above the average growth rate forecasted for EU-25 during 2005-2008 (see figures in Table 2 and Table 4). On this assumption its level convergence with the average of EU-25 will go on. Estimated level of GDP per person employed (in PPS) will reach about 72 per cent of the EU-25 average in 2008 (see figures in Table 3).

Labour productivity growth (and support of the Czech Republic as an investment location) will be fuelled by the proposed improvement of business environment especially by the measures oriented to (/3/)

· carry out a transparent procedure of new legislation impact assessment

· decrease administrative burden  on business (total yearly administrative burden of entrepreneurs is estimated to about 2.5 per cent of GDP in 2006 (/10/)

· simplify administration related to setting up and running a business
· facilitate business start-up notably in case of activities with no further requirements of qualification

· strengthen the position of creditors in bankruptcy proceedings

· ensure effective functioning of financial market

· modernizes and increase effectiveness of the tax administration.

The key drivers of productivity and efficiency of the Czech economy are its knowledge restructuring process, capital deepening, investment and innovation capacity. Microeconomic policies of the Czech NRP (reflected the revitalized Lisbon strategy) are oriented to these aims in 2005-2008 (/3/).

Comparative analyses of these policies implementation (/13/; /14/; /17/), indicate on going restructuring of the Czech economy to higher share of services, to the reduction of manufacturing production with low value added and to business services producing information and communication services.

Expected renewed level of business investment activities in 2006-2008 (see figures in Table 4) will support sustainable high level of investment share (see figures in Table 3). But the Czech economy still lags behind the level of capital deepening (measured by investment per employed person). Supporting the investment in knowledge and innovation are the important priority areas of the Czech NRP microeconomic policies.

In line with Integrated guidelines for growth and jobs (/21/ promotion of investment in knowledge and innovation are the priority areas of the Czech NRP microeconomic policies (/1/). But realization of these policies are far behind Barcelona target and EU-25 average and behind comparable small member states (/3/; /14/). The share of gross domestic expenditure on RD on GDP reached 1.42 per cent in comparison to average figures for EU-25 reached 1.85 per cent in 2005 (see figures in Table 3). Also state budget expenditure on RD are also relatively lower (about 0.55 per cent of GDP in 2006). For 2008, the proposed funding from national resources is 0.59 per cent of GDP (/3/).

Implementation report 2006 of the Czech NRP (/3/) assumes gradual acceleration of the convergence process in this sphere towards Barcelona target through policies oriented to 

· increase year-on-year public expenditure on RD

· changes in the structure of public RD expenditure (to target-oriented funding)

· promotion private RD expenditure by means of indirect support (firms RD investment of GDP from 0.77 per cent in 2005 to 1.06 per cent in 2010)

· providing human resources in RD

· securing the intellectual property rights of scientific and research institutions and enterprises

· develop innovation infrastructure 

· increase availability of funds to innovative firms.

Important priority of the Czech microeconomic policies is the support of sustainable utilization of resources, especially energy efficiency and the application of environment-friendly technologies. Policies of the Czech NRP are oriented to (/3/)
· maximize energetic and material effectiveness and rational use of resources (energy intensity of the Czech GDP is 4.2 times higher than EU-25 average – see figures in Table 3)

· promotion environmental technologies

· implementation of a fiscally – neutral tax reform.

Microeconomic policies supporting modernization and development of transport and ICT networks are oriented to (/3/)

· modernization and development of transport networks

· introducing intelligent systems for transport and traffic control

· increase the share of railway transport on the transport market and developed combined transport

· create consistent country wide broadband ICT infrastructure (the CR has set a target to ensure that 50 per cent of population will have access to broadband internet before 2010)

· promotion development and effective use of ICT

· ensure convergence of networks and services on electronic communications market

· ensure security of networks and information and interoperability of ICT services.

Important factor for implementation microeconomic policies of the Czech NRP and for the shortening time for overcoming existing lags (and for accelerating convergence process with EU average and also with advanced member states) is the exploitation of mutual learning process from experiences of other EU member states. Benchmarking studies are important tool for realization of this process.
2.3 Labour market policies

Implementation of measures adopted in the NRP 2005-2008 contributed significantly to achieving national employment targets for 2008: total employment rate 66.4 per cent, female employment rate 57.6 per cent and employment rate of older workers (55-64 years) 47.5 per cent (see also figures in Table 3).

According with EU guidelines (/21/) the Czech labour market policies of NRP (/1/) are focused to measures supporting 

· labour market flexibility (through extending contractual freedom, reducing statutory non-wage labour costs, improvement the stimulation effect of direct taxes and benefits, increase geographical mobility, modernizes employment services)
· preventing social exclusion and activating the unemployed or socially excluded (through measures decreasing unemployment of young people under 25, promotion equal opportunities for women and men on labour market, increase older workers participation on labour market, promotion professional mobility, effective retraining system, facilitate foreigners access to the labour market)

· and supporting reforms in the area of education which increase the quality of the labour force, increase educational opportunities and supporting the ability to adapt to demanding condition on a changing labour market through lifelong learning extension, computer literacy and by the diffusion of an information society.

Besides maintaining progress towards achieving fiscal sustainability through public spending reform (which remains the main policy challenge) improving labour market efficiency and the skill base is a second broad policy challenge for implementation of the Czech NRP.
As regards future productivity growth in the Czech economy, the skill base is of crucial importance. Secondary-school attainment has traditionally been high. In the working-age population as a whole the Czech Republic reached about 71.8 per cent secondary-school attainment level (far above EU-25 average: 47.3 per cent) but tertiary attainment is about 11.0 percent (far under the EU-25 average: 19.9 per cent) in 2005 (/14/; /22/).
Secondary schools enjoy a good reputation and benefit from a well established institutional tradition but secondary school reform needs to help increase tertiary-level enrolment according to rising demand for tertiary – level educated labour force in the Czech economy.
The Czech NRP policies are also oriented to support both tertiary and secondary systems accessible for adult learners.

In spite of positive development (growing employment, falling unemployment – see figures in Tables 2, 3 and 4) many structural problems of the Czech labour market have to be solved. Key problems include long-term and repeated unemployed of certain population groups, lack of motivation to work and insufficient accordance of educational system with changing demand of the labour market.

Benchmarking analyses (/13/; /14/; /15/; /16/; /17/) also supporting the importance of exploitation of the experience with implementation of policies oriented to efficiency of labour market in other EU member states (especially of Scandinavian EU-25 member states) for the improvement of the Czech labour market policies in their NRP implementation. 
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Table 1

Interconnection between National Strategic Reference Framework and National Reform Programme

	Strategic target/priority of National Strategic Reference Framework
	Measures of National Reform Programme

	Competitive Czech economy
	

	· Competitive business sector
· Support of RD capacity for innovation
	· Increase year-on-year public expenditures on research and development

· Promote investment in research

· Intensify the use of instruments securing the intellectual property rights of scientific and research institutions and enterprises

· Develop innovation infrastructure

· Increase availability of funds to innovative firms

· Promote professional mobility via effective retraining system

· Promote co-operation between employers, employees and educational and professional institutions

· Promote continuing education in firms

· Ensure human resources in RD


	Open, flexible, and cohesive society
	

	· Education

· Increasing employment and employability

· Development of information society
	· Create consistent countrywide broadband ICT infrastructure

· Promote effective development and use of ICT

· Ensure convergence of networks and services on electronic communications market

· Ensure security of networks and information and interoperability of ICT services

· Modernise employment policy

· Decrease unemployment of young people (under 25)

· Promote equal opportunities for women and men on labour market

· Increase older workers’ participation on labour market

· Promote professional mobility via effective retraining system

· Implement curricular reform

· Improve access to post-secondary technical and tertiary education

· Promote co-operation between employers, employees and educational and professional institutions

· Improve interconnection between systems of primary and continuing education

· Promote transmigration between specific stages of tertiary education

· Promote continuing education in firms

· Increase information literacy

	Attractive environment
	

	· Protection and improvement of the quality of environment

· Improving accessibility to transport
	· Maximise energetic and material effectiveness and rational use of resources

· Promote environmental technologies

· Modernise and develop transport networks

· Introduce intelligent systems for transport and traffic control

· Increase the share of railway transport on transport market and develop combined transport

	Balanced development of territory
	

	· Balanced regional development

· Development of rural areas

· Development of urban areas
	· Modernise and develop transport networks

· Create consistent countrywide broadband ICT infrastructure

· Increase geographical mobility


Source: Implementation Report 2006, National Lisbon Programme 2005-2008 (National Reform Programme of the Czech Republic, Prague, December 2006.
Table 2
Comparison of key macroeconomic indicators development in the Czech Republic with EU-25 average

(Annual percentage changes, unless otherwise stated)
	Indicators 
	2001-2005a)
	2004
	2005
	2006 b)
	2007 b)
	2008 b)
	2004-2008 c)

	Growth of GDP (real) 

	Czech Republic
	3.7
	4.2
	6.1
	6.0
	5.1
	4.7
	5.2

	d)
	3.7
	4.2
	6.1
	6.1
	5.0
	5.0
	5.3

	EU-25
	1.7
	2.4
	1.7
	2.8
	2.4
	2.4
	2.3

	Employment

	Czech Republic
	0.3
	0.1
	1.6
	0.8
	0.7
	0.5
	0.7

	d)
	0.2
	-0.6
	1.2
	1.3
	1.2
	0.5
	0.7

	EU-25
	0.7
	0.7
	0.9
	1.4
	1.1
	0.9
	1.0

	Labour productivity

	Czech Republic
	3.4
	4.1
	4.4
	5.1
	4.4
	4.2
	4.4

	d)
	3.4
	4.8
	4.8
	4.5
	3.8
	4.5
	4.5

	EU-25
	1.2
	1.9
	0.9
	1.4
	1.3
	1.5
	1.4

	Output gap (in per cent)

	Czech Republic
	-2.3
	-2.8
	-0.9
	0.9
	1.4
	1.5
	0.2

	d)
	-0.9
	-1.4
	-0.2
	0.7 g)
	.
	.
	.

	EU-25
	0.0
	-0.3
	-0.9
	-0.5
	-0.5
	-0.5
	-0.5

	Real wages per headh)

	Czech Republic
	4.9
	2.9
	2.4
	3.1
	3.8
	2.9
	3.0

	d) i)
	4.6
	3.7
	3.6
	4.0
	4.1
	3.9
	3.9

	EU-25
	1.0
	0.9
	0.3
	0.6
	0.7
	1.2
	0.7

	Private consumption deflator

	Czech Republic
	1.9
	3.0
	1.7
	2.4
	2.6
	2.7
	2.5

	d), j)
	2.3
	2.8
	1.9
	2.5
	2.4
	3.0
	2.5

	EU-25
	2.1
	2.1
	2.1
	2.2
	2.2
	1.9
	2.1

	General government budget deficit (-), % of GDP

	Czech Republic
	-5.1
	-2.9
	-3.6
	-3.5
	-3.6
	-3.2
	-3.4

	d) k)
	-4.5
	-3.5
	-3.3
	-4.7
	-4.4
	.
	-4.0

	EU-25
	-2.3
	-2.7
	-2.3
	-2.0
	-1.6
	-1.4
	-2.0

	Debt (end of period), % of GDP

	Czech Republic
	30.0
	30.7
	30.4
	30.9
	30.8
	31.0
	30.8

	d) l)
	21.2
	23.7
	25.7
	27.5
	28.4
	.
	.

	EU-25
	61.9
	62.4
	63.3
	62.2
	61.1
	60.1
	61.8


a) Unweighted average of annual data
b) Forecasts made by Commission staff using the definitions and latest figures available from national sources

c) Unweighted average of annual data (figures for 2006-2008 are forecasts)

d) According to the Czech statistical figures

e) Preliminary figures

f) Output gap identifies cyclical positron of the economy, expressing the relation between GDP and potential product 

g) Estimate

h) Private consumption deflator

i) Average monthly wages in business sphere enterprises with 20 employees and more and all non-business sphere organizations
j) Consumer price index; average of a year

k) Excl. net lending

l) Consolidated GG debt

Source: European Economy 2006 Review, Statistical Annex, EC Brussels, November 2006.

      Macroeconomic Forecast Czech Republic, MF CR Prague, January 2007.

Table 3

Comparison of key structural indicators in the Czech Republic with EU-25 average, 

2001-2008 

	Indicators 
	2001-2005a)
	2004
	2005
	2006 b)
	2007 b)
	2008 b)
	2004-2008 c)

	GDP per capita in PPS d)

	Czech Republic, EU-25=100
	70.0
	72.1
	73.7
	76.1
	78.1
	80.0
	76.0

	Labour productivity per person employed in PPS d)

	Czech Republic, EU-25=100
	63.0
	65.2
	66.1
	68.5
	70.4
	72.3
	68.5

	Employment rate e)

	Czech Republic
	68.8
	68.0
	69.0
	69.5
	69.8
	70.0
	69.3

	f)
	65.7
	64.9
	65.5
	66.1
	66.7
	67.0
	66.0

	EU-25
	65.1
	65.1
	65.4
	66.1
	66.6
	67.1
	66.1

	Employment rate of older worker g)

	Czech Republic
	41.5
	42.7
	44.5
	.
	.
	.
	.

	EU-25
	40.0
	41.0
	42.5
	.
	.
	.
	.

	Gross domestic expenditure on RD (GERD), in % GDP, h)

	Czech Republic
	1.27
	1.26
	1.42
	.
	.
	.
	.

	EU-25i)
	1.87
	1.85
	1.85
	.
	.
	.
	.

	Youth education attainment level total j)

	Czech Republic
	91.5
	91.4
	91.2
	.
	.
	.
	.

	EU-25
	77.0
	77.2
	77.5
	.
	.
	.
	.

	Comparative price level k)

	Czech Republic, EU-25=100
	54.3
	54.5
	57.8
	.
	.
	.
	.

	Business investment l)

	Czech Republic
	22.3
	21.3
	20.0
	.
	.
	.
	.

	f) m)
	26.7
	26.2
	27.4
	25.0
	25.3
	25.4
	25.4

	EU-25
	17.3
	17.1
	17.4
	.
	.
	.
	.

	At-risk-of-poverty rate after social transfers-total  n)

	Czech Republic
	8 o)
	.
	10
	.
	.
	.
	.

	EU-25
	16 o)
	16 i)
	16 i)
	.
	.
	.
	.

	Dispersion of regional employment rates  p)

	Czech Republic
	5.6
	5.6
	5.5
	.
	.
	.
	.

	EU-25
	12.8
	12.2
	11.9
	.
	.
	.
	.

	Long-term unemployment rate-total  q)

	Czech Republic
	4.0
	4.2
	4.2
	.
	.
	.
	.

	EU-25
	3.9
	4.1
	3.9
	.
	.
	.
	.

	Energy intensity of the economy  r)

	Czech Republic, EU-25=100
	422.7 s)
	415.7
	.
	.
	.
	.
	.

	Volume of freight transport, indexed on 1995=100  t)

	Czech Republic
	93.2
	92.8
	83.4
	.
	.
	.
	.

	EU-25
	101.2
	104.0
	104.6
	.
	.
	.
	.


a) Unweighted average of annual data

b) Forecasts made by Commission staff using the definitions and latest figures available from national sources

c) Unweighted average of annual data (figures for 2006-2008 are forecasts)

d) PPS = Purchasing Power Standards

e) The employment rate is defined as the ratio of civilian employment (national definition) to total population aged 15 to 64 years. Persons carrying out obligatory military service are not included
f) According to the Czech statistical figures

g) The employment rate of older worker is calculated by dividing the number of persons aged 55 to 64 in employment by the total population of the same age group

h) RD comprise creative work undertaken on a systematic based in order to increase the stock of knowledge, including knowledge of man, culture and society and the use of this stock of knowledge to devise new applications
i) Estimate
j) Percentage of the population aged 20 to 24 having completed at least upper secondary education

k) The ratio between Purchasing power parities (PPPs) and market exchange rate of each country. Comparative price levels of final consumption by private households including indirect taxes

l) Gross fixed capital formation (GFCF) by the private sector as a percentage of GDP

m) GFCF as percentage of nominal GDP

n) The share of persons with an equalized disposable income below the risk-of-poverty threshold, which is set at 60 % of national medium equivalised disposable  income (after social transfer)
o) 2001

p) Coefficient of variation of employment rates (of the age group 15-64) across regions (NUTS 2 level) within countries

q) Long-term unemployed (12 month and more) as percentage of total active population
r) Gross inland consumption of energy divided by GDP (at constant prices, 1995) – kilogram of oil equivalent per 1000 Euro 

s) Average 2001 - 2004

t) The ratio between tonne-kilometres (inland modes) and GDP (in constant 1995 EUR). It includes transport by road, rail and inland waterways
Source: Structural indicators, Eurostat, EU Brussels, 7.3. 2007. 

Table 4

Main features of the Czech economy growth (annual percentage change, reference year 2000)

	
	2005
	2006a)
	2007 b)
	2008 c)

	GDP at previous year prices
	6.1
	6.1
	5.0
	5.0

	- Private consumption
	2.8
	4.1
	4.5
	4.0

	- Public consumption
	1.0
	-0.2
	0.0
	-0.3

	- Gross capital formation
	1.6
	11.6
	7.5
	7.5

	- Gross fixed capital formation
	1.3
	6.8
	7.8
	7.9

	Exports of goods and services
	10.4
	13.7
	10.8
	11.3

	Imports of goods and services 
	4.8
	12.9
	10.1
	10.3

	Domestic demand
	2.1
	5.1
	4.3
	4.1

	Contribution to GDP growthd)

	- Domestic demand
	2.1
	5.0
	4.3
	4.0

	- consumption 
	1.7
	2.0
	2.2
	1.9

	- gross capital formation
	0.4
	3.0
	2.0
	2.1

	- Foreign balance
	4.0
	0.9
	0.8
	1.1

	Employment
	1.2
	1.3
	1.2
	0.5

	Unemployment
	7.9
	7.2
	6.7
	6.5

	Compensation of employees/head
	2.4
	3.6
	4.0
	3.6

	Real unit labour costs
	0.5
	1.5
	2.2
	2.0

	Labour productivitye)
	4.8
	4.5
	3.8
	4.5

	Saving rate of households (% of GDP)
	3.1
	2.6
	2.3
	1.8

	GDP deflator
	0.7
	1.7
	2.5
	2.9

	Private consumption deflator
	1.7
	2.4
	2.3
	3.0

	Harmonised index of consumer prices
	1.6
	2.1
	2.0
	2.7

	Trade balancef)
	1.4
	1.5
	2.2
	2.7

	Current account balance f)
	-2.1
	-4.5
	-3.5
	-2.8

	Overall General Govt. surplus excl. net lending f)
	-3.3
	-4.7
	-4.4
	.

	GG balance excl. net landing and subsidies to TI f) 
	-1.6
	-3.6
	-4.1
	.

	Cyclically adjusted balance f)
	-0.7
	-2.7
	-3.1
	.

	Conslidated GG debt f)
	25.7
	27.5
	28.4
	.


a) Estimate

b) Forecast

c) Outlook

d) Calculated on the basic of prices and structure of the previous year with perfectly additive contributions; percentage points

e) HDP in constant prices per employed person 

f) In percent of GDP

Source: Macroeconomic Forecast Czech Republic, MF CR, Prague, January 2007.

� This part of presentation overview sums up the conclusions of the implementation Report 2006 (/3/).


� Members of this working group represent the Unit of the Deputy Prime Minister for Economic Affairs, the Ministry of Finance, Ministry of Industry and Trade, Ministry of Labour and Social Affairs and the Foreign Ministry.


� The following three main topics of communication were adopted for the year 2006: Future of Europe (including Lisbon strategy), EU into Schools and Safe Europe. 


� Up to 24 thousand accesses were recorded on this portal, which is unique in the CR.


� Each printing of 15 000 pieces.


� In 2005 a project of internet portal devoted to the Lisbon Strategy (http://lisabon.naseevropa.cz) prepared by the Czech Institute for EU Integration succeeded in a grant proceedings. On this portal citizens can find information on development of this strategy from 2000 up to now. Another project supported by a grant in 2006 (by CZK 451 500) is the project On the track: Monitoring of EU legislative reforms within implementation of Lisbon strategy, prepared by Confederation of Employers' and Entrepreneurs' Associations of the Czech Republic. 


� The National Strategic Reference Framework builds on key European and national strategic documents (Community Strategic Guidelines, Sustainable Development Strategy, Economic Growth Strategy, Regional Development Strategy and other department and regional strategies). 





� Government resolution of May 10, 2006 on European resources in the period 2007 – 2013. 


� The measure “Ensure human resources in RD” was added in 2006.
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