EoquiLiBRIUM

Quarterly Journal of Economics and Economic Policy
2014 VOLUMEDS ISSUE 4, December

p-ISSN 1689-765X, e-ISSN 2353-3293
BY ND

www.economic-policy.pl

Olczyk, M. (2014). Structural Heterogeneity Betwdsu 15 and 12 New EU Members — the Obstacle
to Lisbon Strategy ImplementationEquilibrium. Quarterly Journal of Economics and Boonic
Policy, 9(3), pp. 21-43, DOI. http://dx.doi.org/10.12778IL.2014.023

Magdalena Olczyk"
Gdansk University of Technology, Poland

Structural Heterogeneity Between EU 15
and 12 New EU Members - the Obstacle
to Lisbon Strategy Implementation?

JEL Classification: C00; E60; O52; P11

Keywords: Lisbon targets; European Union; multivariate anagysstructural
indicators

Abstract: The aim of this article is to identify diversitytween the EU-15 and the
New Members in their implementation of the Lisbtmat&gy in the period 2000-
2010. By analyzing a set of structural indicatosg aim to fill a gap in the litera-
ture: the lack of publications providing complexakation of the implementation
of the Lisbon Strategy using measurable indicat@#&en their suitability for
international comparisons, we use two taxonomichiows: Ward’s cluster analy-
sis and the synthetic variable method proposed &liiy.

The results of our analyses confirm the hypotheki large gap between the
EU-15 countries and the 12 New Members in the kegsaof the Lisbon Strategy.
According to rankings given by our taxonomic anasysa high level of the indica-
tors selected is confirmed only for the EU-15 cadestand only three New Mem-
bers belong to a group presenting the average lef/éhese indicators. This study
demonstrates a need for a significant intensifaxatof the EU cohesion policy,
which is one of the main tools for achieving thebbin Strategy goals.
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Introduction

The original Lisbon Strategy was launched in the yeg@®and assumed
that the EU would "become the most dynamic and etitiye knowledge-
based economy in the world by 2010, capable ofagjmble economic
growth with more and better jobs and greater samalesion and respect
for the environment" (European Parliament, 2000nhfodtunately, the
strategy's goals have not been fully achieved (Godcet al., 2009;
Teichman & Brocka-Palacz, 2009). Some of the ma#sons for this were:
multiple objectives and programmes in the strateigly an unclear division
of responsibilities; unfavourable economic situatiutside Europe; no link
between the Lisbon Strategy and other EU instrusmmébénain et al.,
2005), the various sectoral initiatives and poliegasures (Barbier, 2010;
Barrel & Kirby 2007), and a lack of institutionaddership to monitor the
progress and to stimulate engagement in fulfilmenthe Lisbon Strate-
gy's goals (Papadimitriou & Copeland, 2012).

Therefore, in order to better prepare the EU ferntbxt decade, the Eu-
ropean Commission has announced a new "Europe 3@2aegy", with
three key drivers: smart growth (fostering knowlkedmnovation, educa-
tion and a digital society); sustainable growth Kmng production more
resource-efficient while boosting competitivenesm)d inclusive growth
(increasing participation in the labour market, #oguisition of skills and
the fight against poverty). The strategy sets fargets, which define where
the EU should be by 2020, and against which pregtas be tracked: 75%
of the population aged 20-64 should be employed;d3%he EU's GDP
should be invested in R&D; the "20/20/20" climatedegy targets should
be met; the share of early school leavers shoulsghbder 10%; at least 40%
of the younger generation should have a tertianycation qualification;
and 20 million fewer people should be at risk ofgrty (European Com-
mission, 2010a). The large diversity of the abmentioned objectives
involves a wide set of structural indicators to mamthe implementation
of the Lisbon Strategy (see methodology).

The achievement of these objectives requires eveatay cooperation
between the Member States and the ongoing morgtafireach country’s
implementation of this strategy. This applies imtipalar to the 12 New
Members of the EU. In the publications relatingite new EU strategy, we
meet the statement that the main barrier to aalgews objectives may be
a large gap in the key areas between the EU-15tgesirand the 12 new
EU Members (Cantillon, 2010). The aim of this detits to verify this hy-
pothesis of a large and sustained diversity betwkerEU-15 and the 12
New Members in their implementation of the Lisbdrafgy’s objectives
between the years 2000 and 2010. That period dfsiadas been chosen
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because the Lisbon Strategy was adopted in 20@Djtashould have re-
sulted in making the EU "the most competitive agdainic knowledge-
driven economy" by 2010.

The article’s research questions are as followser@he years 2000-
2010, how did the New EU Members differ in relattonthe EU15 coun-
tries in the key indicators of implementation of thisbon Strategy? Which
country (among the New Members) could be calledl¢ader in the im-
plementation of the strategy? What are the strangjid weaknesses of one
transition economy (taking the case of Poland) amexb to the other new
member states according to the indicators selectad?answers will help
determine the distance between the New EU counameisthe EU-15 in
their achievement of the Strategy’s goals and pean assessment of the
starting position of the New Members for impleméiota of the Europe
2020 Strategy

Literature review

So far, analyses relating to assessment of theohiskirategy’'s achieve-
ments do not give a complete picture of the pro¢assstronget al.,, 2008;
Borsi, 2009). The available reports mainly focustwo aspects (European
Commission, 2004; 2005; 2007). Firstly, they idgnéind analyze the bot-
tlenecks at the EU level, which are common to neosintries, that mainly
contributed to the Lisbon Strategy’s failure (Elrap Commission, 2010a;
2010b; 2010c). In some cases, we find reportsuatialy the realization of
a selected aspect of the Lisbon strategy, e.gpartreoncerning employ-
ment and social policy (European Parliam@®]0; Barbier, 2012Krings
et al, 2019 or one related to the knowledge economy (Johanstah,
2007).

Secondly, among the empirical analyses, reportational Lisbon
Strategy implementation dominate, e.g. a reporAostria (Ederemt al.,
2010), on the Czech Republic and Finland (Sojka7208nd on each EU
Member State (Koczor & Tokarski, 2011). These eataduns focus mainly
on identifying the necessary steps in the adjustroémational economic
policy to support a growth in coherence of the Bternal market and thus
the achievement of the objectives of the Lisbomt8gy. Very often these
analyses are not based on measureable indicatargynbbenchmarking
method (Brauerst al, 2011; Bauergt al, 2012), the peer comparison or
best practices (Arpaia, 2007). An example of thve $¢udies assessing the
degree of implementation of the Lisbon strategyedasn quantifiable
measures are publications using multivariate amaly®thods e.g. the as-
sessment analysis of the implementation of thedrisBtrategy by the 27
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EU countries (Balcerza#t al, 2008) or the analysis assessing the position
of Poland in relation to the other EU countrieshat start of the Europe
2020 plan (Balcerzak, 2011).

What type of evaluation of the implementation of thisbon Strategy
can be found in the existing analyses? First gftlaly focus on macroeco-
nomic factors, which fail to provide a clear asggmst of the implementa-
tion of the strategy and they recommend a cautiotespretation of the
macroeconomic data. The period analyzed is the when Europe and the
world were affected by the economic crisis and Ehkexpanded with 12
New Members. In fact, the goals of the Lisbon sgg@tassumed annual
growth in the EU economy at 3% (34.4% in the deyadhile in the peri-
od from 2000 to 2010 real GDP grew by 16.4% inBlW countries but by
only 15% in the EU15. The worst situation was tofdaend in Italy (real
GDP in year 2009 was equal to GDP in year 2001,tha best in Poland.
The paradox of the Polish economy is that actublybest macroeconomic
situation was accompanied by the low degree of émgintation of the
Lisbon Strategy targets. Also, starting in the V2208 sovereign debt crisis
spilled out into all EU countries. Currently, thecessive deficit procedure
has been opened in all Member States, with theptixreof Estonia, Lux-
embourg and Sweden. In 2009-2010, the public Gearcondition meas-
ured by public deficit in relation to GDP lookeddbia Ireland (30, 6% in
2000), Greece (10.7%), Portugal (9.8%) and Spah¥®. So, the impact
of negative, exogenous factors on the Member Stpgformance in the
period analyzed was significant.

In the context of the above, the assessment osttlagegy is difficult,
but numbers alone speak for themselves and ifffisudi to get a positive
answer to the question “Was the Lisbon Strategyessful?” (Treidler,
2011). The fundamental objectives, such as a 70fogyment rate in the
EU internal market (only 64.6% in year 2010) anceapenditure on R&D
at the level of 3% of GDP (2% in the year 2010)ehaot been met (Euro-
stat 2012). Moreover, the EU has not become anddrieigh-speed Internet
access, as only 30% of the EU's rural populatiore lzcess to the Internet
(Eurostat 2012). Furthermore, various negative pirema in the key areas
of the Lisbon Strategy do not allow us to positwelaluate the process,
e.g. high long-term unemployment in several EU toes (Slovakia, Ire-
land, Latvia, Spain and Greece), high levels ofepgvrisk in many MS
countries, such as Bulgaria, Romania, Latvia arttiuania (Bertolini &
Pagliacci, 2010), a high level of early school kay especially in Spain,
Malta, Portugal and Italy (European Commission,120&nd low levels of
lifelong learning in several countries, such asg@tih, Greece, Romania,
Hungary, Slovakia and Poland (Panitsigdal, 2012).
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Of course some of the objectives of the Lisbont8gwhave been met.
The female employment rate increased by four pé&agenpoints, i.e. from
54% to 58% in the years 2000-2010. Additionallye thtrategy has had
some impact on the employment rate of older workgex between 55 and
64, which increased from 37% in 2000 to 47% in @04 the EU
(Destefanis & Mastromatteo, 2012). Implementatibthe Lisbon Strategy
has contributed to public acceptance of socialrnefoin some countries,
e.g. France’s pension reform in 2002 and Germamy&snployment reform
in 2004 (Zgajewski & Hajjar, 2005).

Reports assessing the Lisbon Strategy provide noathil about the
causes of failures in its implementation. The naigtn cited reasons are:
a multiplicity of targets and a lack of commitmentnational level to pri-
orities (Mundschenk, 2006); deficiencies in ecormorgbvernance with
open coordination methods (Mundschenk, 2006); n& kbetween the
Strategy and other EU instruments (Blanke & KinndL0); lack of good
publicity about the Strategy’s goals (Radto, 20G8)¢ the uneven impact
of the European Commission’s recommendations feerdint EU countries
(European Commission, 2010d). Sometimes, the engplgput on struc-
tural causes of failure to implement. Generally,thie opinion of many
economists, the structures of the European ecomsoneee not prepared for
such quick changes as were proposed in the Listrate§y (Moniz, 2011).
According to Tausch, for example, the disappearafi@nterprising capi-
talist families and the current incompatibility wbrk and family life ex-
plain much of the failure of the Lisbon processu3eh, 2009).

Therefore, effective implementation of the objeesivof the New 2020
Strategy will require overcoming a few new challesgThe success of the
New Strategy will mostly depend on an ability tarke from the limitations
of the Lisbon Strategy (VilpiSauskas, 2012). Fuwstall, priorities such
a climate change, sustainable energy, the retireag and investments in
education and skills must be closely connected Wéthreforms in the EU
area (Kedaitiene & Kedaitis, 2009; Fiscletral, 2010). A political com-
mitment to reform is necessary, i.e. the choicavben a social model and
the competitiveness of the EU economy must be ni@des, 2012). The
chosen priorities should strengthen Europe’s amproa globalization and
make the European economy more resilient to glaballenges (Ro-
drigues, 2009). All this requires further reinfamsent of existing govern-
ance mechanisms, with the Commission in the disvegat (Soriano &
Mulatero, 2010).

Sometimes, aine qua norcondition for achieving the objectives of the
New Strategy is indicated to free the potentiathef EU internal market.
EU countries, whose priority is to increase conipeiness, cannot pursue
the integration process on the basis of the lowestmon denominator.
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They must form themselves into small groups torlgtee impetus to the
growth of the entire EU internal market This is wimgt only the present
complex analysis of the implementation of the Lisk®irategy, but also an
assessment of the similarities between countrigbenimplementation of
the EU strategy is so importarithe literature offers no such publications
relating to a complex evaluation of the implementatf the Lisbon Strat-
egy using measurable indicators that would allowaasessment of the
effects of the implementation strategy of each Buntry in comparison to
the others. It is hoped that the present articlEfillithis gap.

Methodology and selection
of diagnostic variables

For the analysis, a set of structural indicatoes @sed which were estab-
lished by the European Commission to monitor thplémentation of the
Lisbon Strategy. A shortlist has been chosen coingisf 14 key indica-
tors, although the full detailed list contains &afeseventy-nine indicators.
The structural indicators selected have been chimstrack the progress of
the four main objectives: investing in knowledgel #imovation; unlocking
business potential; investing in people and modergilabour markets;
and climate and energy changes.

The analysis employs data for the 12 New EU meméedsfor the EU-
15 average in 2000 and 2010. The data refer totridtsral indicators,
defined as diagnostic variablesto x,, (Table 1).

First, the usefulness of the diagnostic variablas determined by ex-
amining their degree of variation and correlatidime analysis requires
those variables which have sufficient spatial @ity and are not corre-
lated too strongly with each other. Only in thiseavill they be good carri-
ers of information, allowing different processesdidentified (Graldiski
et al.,1993).

The threshold value chosen for the coefficientarfation is 0.1, and for
the correlation coefficient, 0.7. (Nowak, 1990).eDw the very low value
of the coefficient of variation for variable; (Education level of young
people aged 20-24), it was excluded from the amalygom among very
different distance (similarity) matrices, Euclidedistance is chosen as it is
the recommended distance measure for Ward's mef{kedifman &
Rousseeuw, 1990; Everédt al, 2001). The Euclidean distance is the geo-
metric distance in multidimensional space and @amputed as the square
root of the sum of the squared differences in #laesof the variables.
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Table 1. A set of diagnostic variables (structural indicajo

Structural

- Definition
indicators
x; | Per capita Gross Per capita GDP in Purchasing Power Standard (PPS).
Domestic Product | EU15 = 100 Per capita GDP in Purchasing Power &taind
(PPS).EU15 =100
x, | Labour productivi-| Work productivity per person employed GDP in PP$§ pe
ty. person employed.EU15=100
x3 | Education level off Percentage of young people aged 20-24 having rdaghe
young people (aged least higher secondary education or training, esgee as a
20-24). percentage of the total population of the samegagep.
x4 | Research andl Gross domestic expenditure on research and develapgm
technological (GERD) as a percentage of GDP.
development
(R&TD).
x5 | Comparative priceg Ratio between purchasing power parities (PPP) aatkeh
levels. exchange rates for each country.
x¢ | Business invest; Gross fixed capital formation (GFCF) in the privagztor
ment. as a percentage of GDP.
x7 | Employment rate. Employed persons aged 15-64 ascemtage of the total
population of the same age group.
xg | Employment rate Employed persons aged 55-64 as a percentage ¢dttie
of older workers. population of the same age group.
xq | At-risk-of-poverty | Percentage of persons with an equivalised dispesabl
rate after socia| come below the risk-of-poverty threshold after abtians-
transfers. fers. The threshold is set at 60% of the nationatiam
equivalised disposable income (after social trasgfe
x10 | Dispersion of| Coefficient of variation of employment rates acromgions
regional employ-| (NUTS 2 level) within countries.
ment rates.
x11 | Long term unem4 Total long-term unemployed (over 12 months) as & pe
ployment. centage of the total active population aged 15-64.
x12 | Greenhouse gasegsPercentage change in aggregated emissions of 6 |main
emissions. greenhouse gases (CO2, CH4, N20, HFCs, PFCs and|SF6
expressed in CO2-equivalents. The base year fokyb&o
Protocol objectives and the Decision of the EU Gilup
Decision is 2008-2012. Index base year = 100
x13 | Energy intensity off Gross domestic consumption of energy divided by G&H
the economy. constant prices, 1995 = 100).
xq14 | Freight transpor{ Index of freight transport volume relative to GD¥Reas-
volume. ured in tonne-km/GDP and indexed on 1995.

Source: http://epp.eurostat.ec.europa.eu/portad/pagal/structural_indicators/intr oduc-

tion/.

Due to different scales or magnitude across tha, de¢ should normal-
ize them. This is necessary due to differing scatevagnitudes among the
variables. In general, variables with greater disipa (i.e. with higher
standard deviations) have more impact on the fimallarity measure, so
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the purpose of standardization is for each varieblee equally represented
in the distance measure.
The Z-scorestandardization method is used, which compares ol
of variablex; to the mean and then divides it by the standardtemn:
Xii—X]

J
zij = M)

where:

z; —the standardized value of theéh variable on objedt
X;j— the value of th¢-th variable on objedt

x; — the mean value of theh variable;

sdj — the standard deviation of th#h variable.

After standardization, the average of each staiwkdtdrariable is equal
to zero and the standard deviation for each viriatequal to 1.

In this article, two taxonomic methods are usedlémtify the diversity
between the UE 15 and the 12 New Members in thgtémentation of the
Lisbon Strategy. First, to group the countries yred in relatively homo-
geneous groups we apply cluster analysis (Gord®89;1Everitt, 1993).
This method allows a determination of the similaigf objects, without
establishing a hierarchy among them. We use Wardthod, which is
based on an analysis of variance to evaluate 8tardies between clusters,
i.e. it attempts to minimize the sum of the squatistinces of points from
the cluster's centroid. The cluster procedure inrdddamethod is as fol-
lows. The pair of sample units that yield the sesllerror sum of squares,
that is, the Iargesl2 value, forms the first cluster. In the second sikthe
algorithm,n — 2 clusters are formed from the- 1 clusters defined in step
1. These may include two clusters of size 2, omgle cluster of size 3
including the two items clustered in step 1. Ag#ie, value of? is maxim-
ized. Thus, at each step of the algorithm clustersbservations are com-
bined in such a way as to minimize the resultsradrdrom the squares, in
other words maximizing the” value. The algorithm stops when all the
sample units are combined into a single large efust sizen. (Ward,
1963). The error sum of squares arid/alues are then computed, using the
following formula:

ESS (error sum of square3)s; Zklxijk — Xy |, 2

TSS (total sum of squares) 3)
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(r)=TSS — ESS/TSS, (4)

where:

Xk — the value for variabliein observatiorj belonging to cluster
X, — cluster means for variable k,

X, — mean for variable k.

The second method used is a ranking of the obfeotstries), which is
based on the value of a synthetic variable (Joh&dWichern, 2007).
There are a variety of methods for creating a sfithvariable (Hellwig,
1968; Strahl, 1978; Gratski, 1992; Grakliski et al, 1993; Zelig, 2002).
We use two different methods to calculate the sfithvariable. First, we
obtain a synthetic valug)((as the arithmetic mean of the normalized fea-
tures of each variable. The synthetic valug ié calculated using the fol-
lowing formula:

yi = X2 (xij * by), (5)

where:

m — the number of features,

b]- =1/m, Zj“;lb]- = 1, andx;; — the normalized values of the matrix X, where all
the features are stimulants.

The synthetic variable is in the range [0,1]. AHggvalue indicates the
object having a more favourable position. Befowtstg to calculate the
synthetic variable, de-stimulants must be repldmestimulants in the vari-
able matrix and then the matrix must be normalized.

For the first operation we use the following foranul

X{ = 2% — Xj. (6)

where: xis the de-stimulant valug,is the mean value of the de-stimulant
Then, for the normalization we use the formula:

Xi' = (X{ — Xmin/Xmax)"» (7)

where:
X; — the stimulant value,
p=1.
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Calculating the synthetic variable by a second owthve follow the
methodology proposed by Hellwig. In this methodfirgt choose an “ideal
object”, which is described by a set of the maximeatues of each varia-
ble. Of course, the variable matrix must be norpegliand contain only
stimulants. Then we calculate the synthetic vagialding the following
formula:

. — 1 _ Cio
dp=1-7 8)(
where:
d; — the taxonomic measure of development proposedietiyig,
C, — the Euclidean distance between the country lamdideal object”,
C, — the critical distance between objects and ttedi object”,
cop = Cq t 25d,
i 1
Co = 5 Xi=1Cio»

1 _q1/2
Sd = [25a(cio - 7]

211/2

Cio= [2?21(xij - xmax) J ’

x;; — the normalized values of the matrix X.

Based on the value of the synthetic variable (theraged; and the
standard deviatiofd;), all the countries analyzed can be divided itar f
groups. The first group includes the best countfi@swhich the distance
from the “ideal object” exceeds valués+ Sd;. The second group consists
of countries, for which the distance from the “idehject” is in the range
d < dj <d+Sd;_ In the third group there are countries for which the

distance from the “ideal object” is in the range- Sd < d; < d. The last
group (the worst one) is comprised of countriesirigae distance from the
“ideal object” not exceeding the valdg— Sd; All the statistical analyses

in this article were performed using the statistgmtware Statistica 11.0,
SPSS version 21.0 and R software

Empirical analysis

After verification of the determinants which deberithe degree of imple-
mentation of the Lisbon Strategy by the New Memloéthe EU-27, simi-
larity matrices of the objects, called distance rivas, are built for the
years 2000 and 2010. Based on these matricegjdndrograms are creat-
ed. They show how many clusters, i.e. homogeneouspg of countries,
can be found among the 12 New Members of the EUFB&.interpretation
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of the dendrogram, i.e. the identification of themer of clusters, depends
on which bond distance we choose as the point tefpretation. In this
analysis we choose a sixth bond distance as tkephetation line. Using
Ward’'s method, in 2000 four large homogenous grafpsountries (clus-
ters) can be distinguished (Figure 1).

Figure 1. Classification of 12 New EU Members and the EUgt&up, based on
Ward’'s method and square Euclidean distance in 3@20

Dendrogram y ear 2000
Ward's method

square Euclidean distance
14

12

10

Bond distance

Romania
Poland
Latvia
Lithuania
Estonia
Bulgaria
Slovakia
Hungary
Slovenia
Czech Republic
Malta
Cyprus

European Union (15 ¢

Source: own calculations based on Eurostat (2012).

Group A includes the EU-15, Cyprus and Malta. Tdrnsup can be di-
vided into two smaller clusters, i.e. the EU-15 mioies in the first, and
Cyprus and Malta in the second. Group B consistwf countries: The
Czech Republic, Hungary, Slovakia and Slovenidhis group, The Czech
Republic and Slovenia are very similar to eachroéimel form a small sepa-
rate cluster, as do Hungary and Slovakia. Gréugpntains five countries:
Romania, Poland, Estonia, Lithuania and Latvia.eHeo, we can distin-
guish small homogeneous clusters: Estonia with ulaittia, Latvia with
Poland, and a one-object cluster, Romania. Thegdiasip D consists of
only one country, Bulgaria, which is a very diffet@bject from the rest of
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group C. Furthermore, the dendrogram analysis shitwas countries in
groups A and B differ strongly from those in grodpand D.

Analyzing the dendrogram for 2010 reveals significehanges. Only
the number of large homogeneous clusters doeshaoge during the peri-
od analyzed (Figure 2).

Figure 2. Classification of 12 New EU Members and the EUgtdup, based on
Ward’'s method and square Euclidean distance in3@E0

Dendrogram year 2010
Ward's method

Square Euclidean distance
14

12 ¢

10 ¢

Bond distance

Malta
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Estonia
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Bulgaria
Slovenia

Czech Republic
Cyprus
European Union (15 ¢

Source: own calculations based on Eurostat (2012).

In group A, there are only two objects, Cyprus #relEU-15 countries,
and also in group B, Slovenia and the Czech Republiusters A and
B have become significantly more similar to eatiieg reducing the dis-
tance between them from nine to six bond distabeéseen over the peri-
od 2000-2010. Therefore, the EU-15 countries, Gyptlee Czech Repub-
lic and Slovenia can be treated as one big clustesimilar countries in
terms of the intensity of their implementation lo¢ t_isbon Strategy.

In groups C and D, very big changes have takeneplBalgaria has
joined group C, but Poland has left it. In 201@ugy C can be divided into
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two smaller clusters: Estonia, Lithuania and Latwath Lithuania and
Latvia being much more similar to each other tltmBEdgtonia, and a second
cluster consisting of Romania and Bulgaria. Grougdhsists of three
countries that still in 2000 were relatively simileo the EU-15, Malta,
Hungary and Slovakia, plus Poland, which has joittexin. In this group,
over the ten years, Poland has become much moilarstomHungary. The
difference (distance) between the two larger groofpsountries, A plus
B and C plus D, has changed very little over therystudied.

The above analysis allows grouping countries onbties of the taxo-
nomic similarity of multivariate objects (a dist@matrix). If we assume
that the New Member States aimed to achieve aairalel of structural
indicators to those of the EU-15 countries, it isrthy considering the dis-
tance that separates each New EU Member from thaZEFor this pur-
pose, we normalize the distance matrix, taking asference country the
EU-15 group (see Table 2).

Table 2. Normalized distance matrices for 12 New UE Merabé years 2000
and 2010 (reference country = the EU15)

Year 2000 Year 2010
UE 15 0,000 UE15 0,000
Cyprus 0,386 Czech Republic 0,486
Slovenia 0,391 Cyprus 0,488
Malta 0,417 Slovenia 0,541
Czech Republic 0,562 Malta 0,554
Poland 0,620 Slovakia 0,600
Hungary 0,628 Poland 0,623
Latvia 0,663 Hungary 0,635
Estonia 0,721 Latvia 0,656
Slovakia 0,742 Estonia 0,682
Lithuania 0,746 Lithuania 0,702
Romania 0,823 Romania 0,759
Bulgaria 1,000 Bulgaria 1,000

Source: own calculations based on Eurostat (2012).

Four countries definitely have the smallest distafitom the EU-15, in
both 2000 and 2010: Cyprus, Slovenia, Malta andiech Republic. The
second group (a pursuit group) is unchanged andistsrof the following
countries: Slovakia, Poland, Hungary, Latvia andofis. The furthest
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from the EU-15 in achieving the Lisbon Strategyeatives in both years
are three countries: Lithuania, Romania and Budgari

To answer the question of which of the thirteeneoty surveyed (12
New EU Member states and the countries of the EUslthe leader in the
implementation of the Lisbon Strategy, it was deditb rank them accord-
ing to the criterion of synthetic value. Table ®wfs the ranking of coun-
tries based on the value of the synthetic indelkcutated as the arithmetic
average of the normalized variables for each cguntr

Table 3.Countries ranking base on synthetic variablgeiars 2000 and 2010
(reference value = max value, method - the arittmmeean)

Country Year 2000 Country| Year 2010 | Ranking changes 2010/200
UE15 0,535 UE15 0,494 UE15 no
Cyprus 0,467 Cyprus 0,416 Cyprus no

Czech Czech Re-
Slovenia 0,388 Republic 0,384 public 2
Malta 0,361 Slovenia 0,372 Slovenia -1
Czech 0,345 Malta 0,326 Malta -1
Republic
Latvia 0,323 Estonia 0,322 Estonia 1
Estonia 0,314 Latvia 0,316 Latvia -1
Hungary 0,314 Lithuanid 0,312 Lithuania 2
Romania 0,301 Poland 0,310 Poland 2
Lithuania 0,299 Slovakia 0,310 Slovakia 2
Poland 0,284 Hungary| 0,304 Hungary -3
Slovakia 0,236 Romanig 0,298 Romania -3
Bulgaria 0,153 Bulgaria 0,209 Bulgaria no

Source: own calculations based on Eurostat (2012).

The leader in both years is the group of EU-15 twes) while the se-
cond place belongs to Cyprus. In the top 5 groupdth years there are
also Slovenia, Malta and the Czech Republic. Thec@zZRepublic has
moved up most in the ranking between 2000 and A0.drom the fifth to
the third place. In addition, the countries thatord the biggest positive
jumps in the ranking are Poland, Slovakia and latha. The country with
the lowest degree of achievement of the Lisbont&jyaobjectives, i.e.
with the last place in the ranking, is Bulgaria. felover, two countries,
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Romania and Hungary, show the biggest drops imathking between 2000
and 2010.

To check if the choice of EUL5 as a comparativeeb&as correct, the
author has recalculated the data and created arar@ing with EU6 as
a new base. The EU6 group consists of six counfBetgium, Nether-
lands, Luxemburg, Germany, France, Italy), all bickh signed the original
Treaty of Rome in 1957 (Table 4).

Table 4. Countries ranking base on synthetic variable (iglimethodology), in
years 2000 and 2010

Ranking
Country Year 2000 Country Year 2010 Country changes

2010/2000
EU6 0,147 EU6 1,798 EUG no
Denmark 0,132 Ireland 1,374 Ireland +1
Ireland 0,129 Denmark 1,374 Denmark -1
Austria 0,128 Austria 1,345 Austria no
Sweden 0,121 Sweden 1,216 Sweden no
United Kingdom 0,108 Finland 0,857 Finland +1
Finland 0,099 United Kingdon 0,828 United Kingdom 1 -
Spain 0,060 Spain 0,354 Spain no
Cyprus 0,042 Cyprus 0,267 Cyprus no
Malta 0,040 Malta -0,049 Malta no
Greece 0,036 Greece -0,077 Greece no
Portugal 0,031 Slovenia -0,178 Slovenia +1
Slovenia 0,025 Portugal -0,293 Portugal -1
Czech Republic 0,000 Czech Republic -0,322 CzeguBlie no
Hungary -0,027 Slovakia -0,552 Slovakia +2
Poland -0,041 Hungary -0,853 Hungary -1
Slovakia -0,044 | Estonia -0,896 Estonia +1
Estonia -0,052 Poland -0,925 Poland -2
Lithuania -0,055 Lithuania -0,968 Lithuania no
Latvia -0,060 Latvia -1,227 Latvia no
Romania -0,088 | Romania -1,486 Romania no
Bulgaria -0,103 Bulgaria -1,586 Bulgaria no

Source: own calculations based on Eurostat (2012).
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The results shown in tables 3 and 4 do not diffanttically; generally
the EU15 countries performed better than EU12 ulfilling the goals of
the Lisbon Strategy. One can ask why such a stuaéikes place, if Esto-
nia, Slovenia, the Czech Republic did much bettethé past decade than
Italy, Spain, Portugal and Greece. It is due toehdgproportion between
EU15 countries and the New EU Members in the led¢hree indicators:
the domestic product per capita, the labour pradtctand the energy
intensity of economy. The handicap the old EU coeathave cannot be
counterbalanced by better results in the remaisingctural indicators in
New Members States.

Objects that are next to each other in the rankiay not be similar.
The best strategy to improve a position in the ranks to conform with
the object which has a better ranking but is aigomost similar. So what is
the best strategy for Poland to faster achieveotijectives of the Europe
2020 Strategy? A strategic development path isepitesl in Figure 3.

Figure 3. Recommended Polish path on Lishon Strategy impléatien

-0,2 0,2
04 04
-06 06
Cyprus
)
Czech Republic
)
Romania European Union (15 countries)
-08 L/ o 08
Lah Malta Sloveni
Bulgaria aao oo
o
EslBkia
Hungary

Source: own calculations base on calculations ftabhe 4. Semicircles define the metric
distance of all countries to a country locatedha tenter at the bottom of the figure (Po-
land). Radiuses from right to left (anticlockwiskstermine the positions of countries in the
ranking. The numbers, placed at the end of theréiis of the semi-circle, represent the
scale of the object values in the rankings.

Poland should mainly follow the path of the otheidtl® States standing
higher in the ranking, i.e. Lithuania, Latvia anstdhia and try to become
more similar to the Maltese economy. It should éf@ne focus on increas-
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ing expenditures on research and development, arichproving the em-

ployment rate, particularly among older people §85years). It would be

inadvisable for it to embark on programmes to iasecthe degree of simi-
larity of its economy to Cyprus or to the Czech Wdjz, because they are
structurally quite different.

In order to verify the above ranking, the objeats @lso designated into
four groups according to the Hellwig synthetic wakalculated (table 5).
This method allows the identification of countriggh high, average, low
and very low levels of achievement of the Lisbarategy’s goals.

Table 5. Countries ranking base on synthetic variabldl¢tig methodology), in
years 2000 and 2010

Year 2000
ranking | level criterion Country
I high | di>0,5150 UE 15
0,3481<di< Slovenia, Cyprus, Malta, Czech Rep.|
Il middle |0,5140 Hungary

Latvia, Poland, Estonia, Lithuania,
1l low 0,1811<di<0,3481 Slovakia

v very low | di<0,1811 Bulgaria
Year 2010
ranking | level | criterion Country
I high | di>0,4376 UE 15

Il middle | 0,2964<di< 0,4376Czech Rep., Slovenia, Cyprus
Poland, Malta, Hungary, Slovakia,
Il low 0,1552<di<0,2964| Latvia, Lithuania, Estonia, Romania

\Y% very low | di<0,1552 Bulgaria

Source: own calculations based on Eurostat (2012).

The results are consistent with the previous figsinA high level of
implementation of the Lisbon Strategy is presertgdonly the EU-15
countries; a medium level by only three countri@gprus, the Czech Re-
public and Slovenia. Sadly, the majority of the Néembers of the EU-27
(as many as eight countries in 2010) are charaetkiy a low level of the
structural indicators analyzed. Again, both in 2@0@ 2010, Bulgaria is
definitely an outsider among the countries surveyed
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Conclusions

This article has focused on analysing the diffeesnia the implementation
of the Lisbon Strategy goals among the 12 New Masand the EU-15
countries in 2000 and 2010. The reference point een the results
achieved by the EU-15 countries. The taxonomic \eiglcarried out al-
lows some important conclusions to be drawn.

The European Union is an area with high differdittaamong the 12
New Members and the EU-15 in terms of the levéth@ir structural indi-
cators. This finding is confirmed by the synthetalue for each country
analyzed. Also according to the Hellwig synthetieasure, in 2010 among
the objects analyzed only the EU-15 countries tzaliggh level of the indi-
cators selected. Moreover, only three New Membeleng to the group
with an average level of these indicators, and asynas eight countries
have a low level of implementation of the Lisbomagtgy. One country
(Bulgaria) is evaluated as a country with a vesy level of Lisbon Strate-
gy implementation. These results confirm the hypsih of a large gap
between the EU-15 countries and the 12 New Memimemnplementing
the key areas of the Lisbon Strategy.

The study has also revealed the instability ofsihdlarity identified be-
tween countries in their degree of implementatibthe Lisbon Strategy in
2000-2010. Although the number of large homogenetusters does not
change during the period analyzed, the countrigsth@ number of them
included in each group change significantly. Themef these changes do
not allow us to conclude that there exists a peamapattern of structural
ratios in each country among the 12 New Member mm

Taking into account the Hellwig synthetic valueftbm the years 2000
and 2010 Poland is classified in a group of coasatwith a low level of
Lisbon Strategy implementation. The greatest strattweakness of the
Polish economy is still low expenditures on reskeaned development and
a low employment rate, particularly among olderpgte{55-64 years). The
negative aspect of the Polish path towards theadnisBtrategy goals is
a drop of two places in the ranking of the EU cdestanalyzed in the
years 2000-2010.

The conclusions of this analysis indicate that ohthe reasons for the
failure of the Lisbon Strategy could be big struatiheterogeneity among
EU counties. The structural differences become digger after two en-
largements (2004, 2007), and some heterogeneity already existed
among the EU15 counties (Tilford & Whyte, 2009).

We can make a hypothesis, and if the pace of stralcthange contin-
ues to be so slow among the New EU countries, the&as a whole will
not be able to achieve the strategic objective3da0.
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According to the author, it is necessary to deteemby European
Commission specific intermediate targets/recommimala to each of the
New Member States, aimed at reducing the structyapl between them
and the EU 15 countries. This will involve the depenent of an appropri-
ate assessment methodology and the set of indicatbich can be used to
measure the progress made towards the final gbdisirope 2020 Strate-

gy.
Furthermore, the above analysis pointed out thatargets of Lisbon
Strategy, as well as the Europe 2020 Strategyignifisantly different in
their nature and content. Prepared by EC set afatats to assess the de-
gree of implementation of the Strategy objectiadects five very differ-
ent areas of economic and social policy. Therefilwe author draws atten-
tion to the taxonomic method as an efficient wagdampare the degree of
Strategy implementation between EU countries, nreashy 14 main (or
72 detailed) indicators.
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