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Foreword

Foreword of First Vice-President of the
European Commission

‘You cannot manage what you don’t measure’, which is why I
attach a lot of importance to this report. We must monitor the
progress that Europe makes on sustainable development in an
integrated way. We are, after all, pursuing economic growth
as well as protecting our natural capital and promoting social
justice. Measuring all these elements helps us to define, adapt
and improve our policies.

The findings of the 2015 report show success and give us rea-
sons for optimism in some areas, but also illustrate that much
more needs to be done.

As First Vice-President with the overall responsibility for sus-

tainable development within the Commission, I am strongly committed to working towards a more sus-
tainable Union. At the global level, 2015 is a defining year for sustainable development. The September UN
Summit will adopt an ambitious set of global Sustainable Development Goals. The European Union must
continue to lead the way in implementing these pledges. Sustainable development has long been at the heart
of the European project. It is anchored in our Treaties and in our policies.

Our long-term policy agenda must bring about a systemic change in which economic growth, social cohe-
sion and environmental protection go hand in hand and are mutually reinforcing. This vision will define
our social agenda and growth strategy, our energy and climate goals, our environmental ambitions and
our research and innovation programmes. We will make sure that each of them balances social, economic
and environmental considerations and contributes to a good standard of life for all Europeans, within the
limits of our planet.

New developments in Europe and at international level are likely to influence the future versions of this re-
port. The global Sustainable Development Goals will help to shape the agenda ahead, and how we measure
and report on progress. This is a unifying global project: we all live on the same planet, we all breathe the
same air and we all cherish our children’s future.

il
Vi
Y

Frans Timmermans

First Vice-President of the European Commission

and responsible for sustainable development

Sustainable development in the European Union B




Foreword

Foreword of Eurostat’s Director-General

The year 2015 marks an important milestone in the progress
towards sustainable development, with the adoption of the
Sustainable Development Goals (SDGs) and targets by the
United Nations Summit of 25-27 September 2015. Following
up on the Millennium Development Goals, the SDGs consti-
tute a new global agenda for development up to 2030, striv-
ing to reconcile the objectives of economic progress while
safeguarding the natural environment and promoting social
justice. A global indicator framework to measure progress
towards the SDGs and targets is currently under development.

Sustainable development has long been on the political agenda

of the European Union, with the creation of its Sustainable

Development Strategy (EU SDS) and the respective sustainable development indicators (SDI) set. The EU
SDS brings together the many strands of economic, social and environmental policy under one overarching
objective — to continually improve the quality of life and well-being for present and future generations.

The Eurostat monitoring report, published every two years, provides an objective, statistical picture of pro-
gress towards the goals and objectives of the EU SDS based on the EU SDI set. This 2015 edition shows that
while the EU has made progress towards several of its objectives both in the long term (since 2000) and the
short term (over the past five years), a number of unsustainable trends still persist.

Eurostat will continue monitoring progress towards sustainable development in the European Union after
the adoption of the SDGs and targets. In the meantime, I hope that this publication will be a valuable con-
tribution on behalf of the European Union to the global debate on the future of sustainable development
and the challenges lying ahead of us all — citizens, policy makers and statisticians.

Aol

Walter Radermacher
Director-General, Eurostat
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Executive summary

Executive summary

Sustainable development policy aims to achieve a continuous improvement in citizens’ quality of life and well-
being. This involves the pursuit of economic progress while safeguarding the natural environment and pro-
moting social justice. The economic, environmental and social dimensions are all part of the EU Sustainable
Development Strategy (EU SDS) adopted in 2001 and renewed in 2006 (*). The EU SDS also includes an insti-
tutional and a global dimension, involving the adoption of good governance practices in the EU and the
promotion of a global partnership for worldwide sustainable development. In view of these five dimensions,
the EU SDS defines objectives and targets aimed at putting the EU on a path to sustainable development. This
monitoring report provides a quantitative assessment of whether the EU is moving in the right direction.

Progress towards the EU SDS objectives is evaluated using a set of sustainable development indicators (SDIs)
grouped into ten thematic areas. More than 100 indicators structured around the ten themes are presented
in this report. Each theme has a headline indicator that shows whether the EU has made overall progress
towards EU SDS objectives and targets. One development that may affect future versions of this monitoring
report will be the adoption of Sustainable Development Goals (SDGs) by UN Member States in September
2015 (3. These goals will shape the global agenda for sustainable development for the coming decades.

This monitoring report evaluates progress over two periods: the long term, accounting for progress since
the year 2000; and the short term, looking at the trends over the past five years. This summary focuses on
the long-term trends of the headline indicators. Some short-term trends are also analysed in cases where
they deviate substantially from the respective long-term trends.

Is the EU moving towards sustainable development?

As illustrated in Table A.1, the overall picture is rather mixed across indicators and over time for the ten
thematic areas covered by the EU SDI set. Progress towards sustainable development is summarised below,
organised by the five dimensions of the EU SDS.

Economic development: real GDP per capita and resource productivity in the EU have
improved over the long term

In terms of the economic dimension of sustainable development, the headline indicators depict an overall
favourable picture for the EU. Moderately favourable changes have been observed in real GDP per capita,
the headline indicator of the ‘socioeconomic development’ theme. The indicator increased by more than
13 % between 2000 and 2014. The upward trend was continuous prior to the economic crisis, but was inter-
rupted in 2008 as the financial market turmoil spilled over into the real economy. Following a modest
recovery in 2010 and 2011 and another, less pronounced contraction in 2012 and 2013, real gross domestic
product (GDP) per capita grew again in 2014.

The headline indicator of the ‘sustainable consumption and production’ theme has developed even more
favourably in the long term. Resource productivity (the ratio between GDP and the total amount of materi-
als directly used to produce it) has improved substantially since 2002 thanks to an overall reduction in mate-
rial consumption and an increase in GDP. This means the EU has been able to generate higher economic
value for each unit of material used. However, the most pronounced reduction in material consumption
occurred at the height of the economic crisis, between 2008 and 2009. During this period, the drop in mate-
rial consumption outstripped the fall in GDP. Therefore, it is possible that the observed improvement in
resource productivity does not represent a major turnaround in resource use patterns, but is rather a result
of the recent economic slump and its negative effect on resource-intensive industries, such as construction.

Social development: improvements in public health and demographic change are evident,
but poverty increased sharply since the start of the economic crisis

Progress towards the social dimension of sustainable development has been uneven. Indicators that are
strongly linked to economic activity have moved in a clearly unfavourable direction since the start of the
economic crisis. This is particularly true in the area of ‘social inclusion’. In other areas, however, some

() Council of the European Union (2006), Review of the Sustainable Development Strategy (EU SDS) — Renewed Strategy, 10917/06.
(?) For more information on the SDGs see the chapter ‘The broader horizon of sustainable development’ on page 23.
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Table A.1: Evaluation of changes in the headline indicators of the SDI set, EU-28 ()

Long-term Short-term
SDI theme Headline indicator evaluation (since evaluation (last
2000) five-year period)
Socioeconomic development Real GDP per capita a) a)
Sustama.ble consumption and Resource productivity &
production
Social inclusion People at risk of poverty or social @ 06 cg) @
exclusion 0
0
Demographic changes Employment rate of older workers 0)
Public health Life expectancy and healthy life years @ ©) @
Greenhouse gas emissions
Climate change and energy
Primary energy consumption
00
Sustainable transport Energy consumption of transport
relative to GDP 00

Natural resources Common bird index ©)

Global partnership Official development assistance Q)

Good governance [No headline indicator]

') An explanation of the evaluation method and the meaning of the weather symbols is provided in the Introduction.
%) From 2002.

’) From 2005.

“) Evaluation based on EU-27.

®) From 2004.

©) EU aggregate with changing composition.

(
(
(
(
(
(
progress is evident. The headline indicators of the ‘demographic change’ and ‘public health’ themes reveal
a favourable picture.

The headline indicator of the ‘social inclusion’ theme has developed in a moderately unfavourable way over
the long-term period. Between 2005 and 2013, 2.7 million people were lifted out of the risk of poverty or
social exclusion, but this was not enough to keep the EU on track towards the Europe 2020 poverty reduc-
tion target. The number of people affected by one or more forms of poverty increased sharply with the start
of the economic crisis in late 2008, which offset some progress in the previous years. It peaked at 123 million
people in 2012 before falling slightly in 2013. Almost one in four people in the EU were at risk of poverty or
social exclusion in 2013. As a result, the indicator’s short-term trend has been clearly unfavourable.

The EU has progressed in a more favourable direction for other social objectives. The employment rate
of older workers, the headline indicator of the ‘demographic changes’ theme, has increased continuously
since 2002. In 2013, the EU finally met its 50 % employment target for older workers, which was originally
set for 2010. Although the trend has been positive for both men and women, the increase in the employment
rate of older men slowed down in recent years. This has led to a narrowing of the gender employment gap
among older workers. Compared with prime-aged and younger workers, older people enjoyed more secure
job positions during the economic crisis.

W Sustainable development in the European Union 9
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Life expectancy increased moderately in the long run, reflecting some positive developments in the ‘public
health’ theme. A girl born in the EU in 2013 can expect to live on average 83.3 years and a boy 77.8 years.
This constitutes an increase of 1.8 years for females and 2.6 years for males since 2004. Despite these longer
life spans, the time men and women can expect to live in good health has not increased. Therefore, people
on average are not expected to spend all the years of life gained in good health, but will have to live with
some kind of disability or disease.

Environmental development: weak economic activity in the short term has reduced some
pressure on the environment, but overall progress is mixed

Regarding the environmental dimension of sustainable development, the headline indicators show mixed
results. Environmental indicators linked to economic performance have developed favourably in the short
term, but this is mainly due to reduced economic activity. This is evident in the reduction of greenhouse
gas emissions and energy consumption. However, some setbacks can be expected with the recent economic
recovery. Despite some mildly positive long-term developments, the pressure on natural resources has
increased in the short term.

Clearly favourable developments have been observed for one of the two headline indicators of the ‘climate
change and energy’ theme. Greenhouse gas (GHG) emissions have steadily decreased in the long run. If
this trend continues, the EU is likely to surpass its Europe 2020 target of reducing emissions by 20 % com-
pared with 1990 levels. In 2012, the EU was only two percentage points away from its target. This favourable
trend has been largely driven by a transformation of the energy sector, in particular by gains in energy effi-
ciency and a switch from oil and coal to natural gas and renewable sources. However, the recent economic
downturn and the associated decline in production and energy use have also contributed to this trend. The
economic recovery could therefore increase GHG emissions in the coming years.

Primary energy consumption, the second headline indicator of the ‘climate change and energy’ theme,
has developed in an unfavourable direction over the long term. This is largely due to a substantial increase
in the consumption of primary energy in the early 2000s. The situation has changed considerably in the
most recent period. Since 2008, primary energy consumption has declined more or less continuously as a
result of effective energy efficiency policies and weak economic performance in the EU. The reduction has
been sufficient to place the EU back on track to meet its Europe 2020 target of improving energy efficiency
by 20 % by 2020.

Similar trends can be observed for the headline indicator of the ‘sustainable transport’ theme. Energy
consumption of transport relative to GDP has followed a moderately unfavourable long-term trend but
a clearly favourable short-term trend. The indicator has fallen more or less continuously since 2000, which
does not necessarily reflect better environmental outcomes. In fact, between 2000 and 2007, transport
energy use increased, although less than the increase in GDP. However, the situation has changed in the
short term. Since the start of the economic crisis in 2008, the demand for energy has dropped, while GDP
has declined at a slower pace. It is unclear whether this favourable short-term trend will continue with the
economic recovery.

The population status of common birds, the headline indicator in the ‘natural resources’ theme, has dete-
riorated in the long term. Short-term developments have been even more aggravated as a result of the
substantial decline in the abundance of farmland birds. Overall, biodiversity within the EU has been under
continuous pressure by the transformation of land, which is increasingly used for agriculture, infrastruc-
ture and human settlements. Although biodiversity concerns are increasingly being integrated into EU
policies, further efforts may be required to reverse the negative trend.

Global partnership: the EU is not on track to meet its target on official development
assistance, but shows clear progress in other areas

Regarding commitments in the area of ‘global partnership’, the share of gross national income (GNI)
spent by the EU on official development assistance (ODA) has increased only marginally since 2004. The
increase has been too slow to place the EU on track to meet its long-standing target of dedicating 0.7 % of
GNI to ODA in 2015. To some extent, this is linked to the EU’s weakened economic situation since the start
of the economic and financial crisis in 2008. Nonetheless, the EU remains the world’s largest donor and its
share of ODA to low-income countries has increased more markedly over the long term. It should also be
noted that most indicators in the ‘global partnership’ theme display favourable trends.

Sustainable development in the European Union B
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Good governance: no headline indicator

The theme ‘good governance’ has no headline indicator because no indicator is considered to be sufficiently
robust and policy-relevant to provide a comprehensive overview of the good governance concept. For an
analysis of the main aspects of this theme, see the respective chapter on p. 315.
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Introduction

Introduction

Sustainable development is a fundamental and overarching objective of the European Union, enshrined in
the Treaty (*). Measuring progress towards sustainable development is an integral part of the EU Sustainable
Development Strategy (EU SDS), and it is Eurostat’s task to produce a monitoring report every two years
based on the EU set of sustainable development indicators (SDIs). This 2015 edition of the monitoring report
is the sixth quantitative assessment of progress of the EU towards its sustainable development objectives (%).

The EU set of sustainable development indicators (SDIs)

Background

The first steps of Eurostat towards measuring sustainable development (SD) go back to the 1990s. Following
the United Nations (UN) Conference on Environment and Development held in Rio de Janeiro in 1992 (also
known as ‘Rio Earth Summit’), Eurostat started working closely with the UN Commission on Sustainable
Development (UNCSD) on global indicators of sustainable development, and published indicator compila-
tions in 1997 (®) and in 2001 (*).

A first EU SDI set was proposed following the adoption of the first EU SDS in 2001 (°) and was endorsed by
the Commission in 2005 (°). The set was slightly revised after the review of the first EU SDS (”) that led to an
adoption of a renewed strategy in 2006 (). Since then, several reviews of the SDI set have been carried out
by the Commission with the assistance of the working group on SDIs, which is composed of statisticians
and policy representatives at national and EU level. Nevertheless, the current set of SDIs, as presented in
this report, is still close to that endorsed in 2005.

The thematic framework

The EU SDI set is organised in a theme-oriented framework, which provides a clear and easily communi-
cable structure relevant for political decision-making. The framework is based on current priority policy
issues, but can be adjusted to possible changes in these priorities and objectives which may emerge over
time.

The SDI framework covers ten thematic areas belonging to the economic, the social, the environmental, the
global and the institutional dimensions:

« socioeconomic development,

« sustainable consumption and production,
« social inclusion,

« demographic changes,

o public health,

o climate change and energy,

« sustainable transport,

« natural resources,

« global partnership,

« good governance.

Article 3 of the Treaty on European Union.

For previous assessments based on the EU SDIs, see http://ec.europa.eu/eurostat/web/sdi/publications.

Eurostat (1997), Indicators of sustainable development: A pilot study following the methodology of the United Nations Commission on Sustainable Development,

Luxembourg, Office for Official Publications of the European Union.

(*) Eurostat (2001), Measuring progress towards a more sustainable Europe: Proposed indicators for sustainable development, Luxembourg, Office for Official
Publications of the European Union.

(°) Goteborg European Council (2001), Presidency conclusions, 15 and 16 June 2001.

(°) Communication from Mr AlImunia (2005), Sustainable development indicators to monitor the implementation of the EU Sustainable Development Strategy,
SEC(2005) 161.

() Commission Communication (2005), On the review of the Sustainable Development Strategy — A platform for action, COM(2005) 658.

(%) Council of the European Union (2006), Review of the EU Sustainable Development Strategy (EU SDS) — Renewed Strategy, 10917/06.
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Each theme is further divided into subthemes and includes three different levels of indicators (see the fol-
lowing section on the different kinds of indicators included in the set).

The main body of the current EU SDS, essentially unchanged since 2006, is built around seven key chal-
lenges, with corresponding operational objectives and targets as well as associated actions and measures (°).
In addition, a number of key objectives and policy guiding principles serve as a basis for the strategy. The
SDI framework additionally includes a theme on ‘socioeconomic development” which focuses on the key
objective of economic prosperity, and a theme on ‘good governance’ related to the guiding principles of the
EU SDS and other cross-cutting issues.

The most recent changes to the indicator set followed the adoption of the Europe 2020 strategy (°) and its
eight headline indicators, which have been integrated into the SDI framework in the themes ‘socioeconomic
development’, ‘social inclusion’ and ‘climate change and energy’.

Over the course of several revisions — the latest dating from an online discussion held with the members of
the SDI working group in late 2014 — some changes have been made to reflect trends in EU policies related
to sustainable development and to adjust to data availability. The overall framework has, however, proved
sufficiently robust to remain unchanged.

The different kinds of indicators

The EU SDI set is structured as a three-storey pyramid, distinguishing between three levels of indica-
tors. This approach not only reflects the structure of the EU SDS (overall objectives, operational objectives,
actions), but also responds to different kinds of user needs. The three-level pyramid is complemented with
contextual indicators, as illustrated below:

« At the top (first level) of the pyramid are the headline indicators, monitoring the ‘overall objec-
tives’ related to the seven key challenges of the EU SDS. On the whole they are widely used indica-
tors with a high communicative and educational value. They are robust and available for most EU
Member States, generally for a period of at least five years.

« The second level of the pyramid consists in most cases of indicators related to the ‘operational objec-
tives’ of the Strategy. They are the lead indicators in their respective subthemes. They are robust and
available for most EU Member States for a period of at least three years.

« The third level consists of indicators related to actions described in the Strategy or to other issues
which are useful for analysing progress towards the Strategy’s objectives. Breakdowns of higher level
indicators, for example, by gender or income group, are in some cases also found at level 3.

« Contextual indicators are part of the SDI set, but they either do not directly monitor a particular SDS
objective, or they are not policy responsive. Generally, they are difficult to interpret in a normative way.
They are included in the set because they provide valuable background information on issues having
direct relevance for sustainable development policies and are helpful to an understanding of the topic.

Figure B.1: The indicator pyramid of the EU SDI framework

Level 1

L Overall objectives
indicator

Level 2
indicator

Operational objectives and targets

Level 3

indicator Actions/Explanatory variables

Background

() The topics ‘social inclusion, demography and migration’ are considered together in one EU SDS key challenge, but are represented by two separate
themes (‘social inclusion’ and ‘demographic changes’) in the SDI framework. This division reflects the different nature of these two issues.
(") European Commission (2010), Europe 2020 — A strategy for smart, sustainable and inclusive growth, COM(2010) 2020 final.
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Data coverage and sources

The SDI framework contains more than 100 indicators, divided into ten themes as described above. The
complete set of indicators is available on the Eurostat website at http://ec.europa.eu/eurostat/sustainablede-
velopment. For the purpose of the monitoring report it was necessary to focus the analysis on a meaningful
sub-set, by selecting those indicators that are considered most important for illustrating the overall EU
progress towards sustainable development. This means that, for example, some third-level indicators and
contextual indicators are not included in the analysis. The sub-set of indicators selected for this 2015 edition
of the monitoring report is presented in Annex II of this publication.

Data are mainly presented for the aggregated EU-28 level. In the cases when EU-28 aggregated data are not
available, EU-27 data are presented instead, referring to the situation of the 27 EU Member States before the
accession of Croatia to the EU in July 2013. Also, whenever EU-28 data are only available for a very short
time period, the EU-27 data are presented in addition to the EU-28. In a few cases (in particular for indica-
tors on ‘global partnership’) data are shown for the EU-15 aggregate level, referring to the EU before the
enlargement of 2004.

In addition to the 28 EU Member States, data for EU candidate countries and the countries of the European
Free Trade Association (EFTA) are included in the country-level comparisons throughout the report when
available, complementing the EU-level analysis.

Additionally, global comparisons of the EU with other major economies in the world (for example, the United
States, Japan and China) are included, mainly for the SDI headline indicators and the Europe 2020 indicators.

The data presented in this report were mainly extracted in early July 2015. Most of the data used to compile
the indicators stem from the standard Eurostat collection of statistics through the European Statistical
System (ESS), but a number of other data sources have also been used, notably other European Commission
services, the European Environment Agency (EEA), the OECD and the World Bank.

The Eurostat website contains a section dedicated to the SDIs in the ten thematic areas of the EU SDS ().
Eurostat online data codes, such as tsdec100 and nama_10_gdp (*?), allow easy access to the most recent
data on Eurostat’s website. In this report, these online data codes are given as part of the source below each
table and figure. The reader is led directly to the most recent data when clicking on the online data code.
Online data codes lead to an open dataset which generally contains more dimensions and longer time series
using the Data Explorer interface. Alternatively, data can be accessed by entering the data code into the
search field on the Eurostat’s website.

Eurostat’s website also includes a section called ‘Statistics Explained’, accessible at http://ec.europa.eu/euro-
stat/statistics-explained/index.php/Main_Page. This is an official Eurostat website presenting the full range
of statistical subjects covered by Eurostat, including the EU SDS, in an easily understandable way. It works
in a similar way to Wikipedia. Together, the articles make up an encyclopaedia of European statistics for
everyone, completed by a statistical glossary clarifying all terms used and by numerous links to further
information and the latest data and metadata, a portal for occasional and regular users.

Treatment of breaks in time series

Breaks in time series occur when the data collected in a specific year are not completely comparable with
the data from previous years. This could be caused by a change in the classification used, the definition of
the variable, the data coverage and/or other reasons. Breaks in time series could affect the continuity and
consistency of data over time. However, it should be noted that such breaks do not necessarily undermine
the reliability of time series. There are certain techniques applied by Eurostat and other statistical agencies
to ensure the continuity of time series in the presence of breaks.

In the course of preparing this 2015 edition of the monitoring report, a case-by-case assessment of breaks in
times series has been conducted to determine the extent to which a break would affect the assessment of an
indicator. In cases where a break was considered significant enough to affect the evaluation of an indicator
or the comparability between countries, the analysis of the indicator was adjusted accordingly.

Breaks in times series are indicated throughout the report in footnotes below the graphs.

(") See http://ec.europa.eu/eurostat/web/sdi/indicators
("*)There are two types of online data codes: tables have eight-character codes the first of which is the letter ‘t" — for example tps00001 and tsdph220,
while databases have codes that use an underscore *_" within the syntax of the code, for example nama_gdp_c or demo_pjan.
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Evaluation of indicators

What is evaluated?

The main purpose of this publication is to assess progress towards sustainable development based on the
objectives and targets set out in the EU SDS and other relevant policy initiatives such as the Europe 2020
strategy. The object of the evaluation is the relative direction and rate of change in the light of sustainable
development objectives, not the ‘sustainability’ (**) of the situation at any point in time. It is therefore a rela-
tive, not an absolute assessment.

Ideally, each indicator would be evaluated against either a quantitative target set within the political process
or a scientifically established threshold. However, many of the objectives of the EU SDS lack an explicit
quantified and measurable target. In these cases, the indicator is evaluated according to a set of common
and objective rules to ensure a consistent approach across indicators and to avoid ad hoc value judgments.
These rules, although imperfect, provide a simple, transparent, consistent and easily understandable
approach across the report.

There are certain limitations of the evaluation method applied in this publication, in particular regarding
the evaluation of the direction and magnitude of change of some indicators. For some indicators, such as
household saving, it is difficult to determine the desired direction of change; for example, while reducing
household saving could be beneficial in the short term, it could be economically detrimental in the long
term. Evaluating the magnitude of change could also be difficult for some indicators. In particular, envi-
ronmental trends tend to be irreversible, therefore even a small change in the indicator could be considered
strictly unfavourable. For consistency purposes, the same assessment categories are used for all indicators
evaluated in the report.

How is an indicator evaluated?

The report evaluates progress by means of four categories depending on how favourable or unfavourable the
developments have been over the assessment period. The four categories are represented visually by means
of weather symbols, as shown in Table B.1.

Table B.1: Categories and associated weather symbols for the evaluation of the indicators

Evaluation category Symbol

Changes are clearly favourable in relation to SD objectives

No or moderately favourable changes in relation to SD objectives Q)
Changes are moderately unfavourable in relation to SD objectives 3
Changes are clearly unfavourable in relation to SD objectives @)

Contextual indicator or not enough data available for an evaluation

It is important to note that the evaluation presented in this report is based only on the development of the
EU and does not take into account international comparisons. As a result, the evaluation of certain indica-
tors might disregard some important aspects and present a different picture than expected. For example,
looking at labour productivity, the evaluation could come to a different conclusion if considering the pro-
ductivity growth gap between the EU and the US. However, for consistency purposes such international
comparisons are not taken into account for the evaluation of the indicators.

(®)The concept of sustainable development should be distinguished from that of sustainability. ‘Sustainability’ is a property of a system, whereby it is
maintained in a particular state through time. The concept of sustainable development refers to a process involving change or development. The
strategy aims to ‘achieve continuous improvement of quality of life’, and the focus is therefore on sustaining the process of improving human well-
being. Rather than seeking a stable equilibrium, sustainable development is a dynamic concept, recognising that changes are inherent to human
societies.
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Introduction

This publication assesses progress for the EU as a whole since the adoption of the EU SDS (*). Since this
constitutes a rather long time period (over ten years for most indicators), it is important to consider whether
a trend has been continuous over time or whether there has been a turnaround in the development over the
years. In order to account for such recent fluctuations, the evaluation of each indicator in this publication
is carried out over two time periods:

 Along-term evaluation is based as far as possible on the evolution of the indicator between 2000
and the latest year of data available for the EU-28 (**). If data are only available for five consecutive
years or less, no long-term evaluation is made (*). Previous editions of the report only monitored
long-term trends of the indicators. Since the evaluation method itself has not changed, the results
of the long-term evaluation in this edition are comparable with the evaluation results in previous
editions.

o Thelong-term evaluation is complemented by a short-term evaluation based on the indicator evo-
lution during the latest five-year period (7). This new component of the monitoring report allows
comparing the results of the short-term and long-term evaluation in order to reveal whether a
trend has been continuous over the years or whether the indicator has deviated from its long-term
path at a certain point in time.

Both the long- and the short-term evaluations are based on the ‘compound annual growth rate’ (CAGR)
formula, which assesses the pace and direction of the evolution of an indicator (for a detailed description
of the calculation method see Annex III). This method uses the data from the first and the last years of the
evaluated time span and calculates the average annual rate of change of the indicator (in %) between these
two data points. Usually, the long-term evaluation uses the year 2000 as a base, while the short-term evalu-
ation uses the year 2007, 2008 or 2009, depending on whether the latest available data are for 2012, 2013 or
2014 respectively. It is important to note that the short-term evaluation considers five year-on-year changes,
which consequently involve six consecutive years.

Depending on the type of indicator and the presence or absence of a quantitative target, two different cal-
culation methods have been applied:

1. Indicators with quantitative targets:

Whenever possible, the evaluation of indicators takes into account concrete targets set in relevant EU poli-
cies and strategies. Most of the targets included in the EU SDS from 2006 (with a time horizon until 2010)
have already been replaced by newer targets (with a time horizon up to 2020 and beyond) in more recent
policy initiatives. As a consequence, most of the targets used for the monitoring of the progress in this 2015
edition actually stem from the Europe 2020 strategy and other relevant initiatives.

In the presence of a quantified political target (such as for greenhouse gas emissions or employment), the
actual rate of change of the indicator (based on the CAGR as described in Annex III) is compared with the
theoretical rate of change that would be required to meet the target in the target year. If the actual rate is
95 % or more of the required rate, the indicator is evaluated as clearly favourable (‘on target path’). Between
80% and 95 %, it is evaluated as moderately favourable (‘close to target path’), and between 0% and 80 %, it
is evaluated as moderately unfavourable (‘far from the target path’). The evaluation is clearly unfavourable
if the actual trend is pointing in the wrong direction — away from the target path. Figure B.2 shows an
example for an indicator for which an increase constitutes the desired direction in terms of SD objectives,
such as ‘share of renewable energies’.

(") Although it could be argued that longer time periods are needed to monitor sustainable development, it is the purpose of this publication to assess
progress since commitments were taken on the various issues monitored. Year 2000 is used as reference as it is the last year before the adoption of the
EU SDS in 2001.

(") EU aggregates are back-calculated when sufficient information is available. For example, the EU-28 aggregate is often presented for periods prior to the
accession of Croatia in 2014 and the accession of Bulgaria and Romania in 2007, as if all 28 Member States had always been members of the EU. The label
is changed if the data refer to another aggregate (EU-27 or EU-25) or a note is added if the data refer to a partial aggregate created from an incomplete
set of country information (no data for certain Member States or reference years).

(%) In the case when data for the EU-28 are available for a rather short time period and the trend is not in line with the long-term trend observable for the
EU-27, data for the EU-27 are used for the long-term evaluation instead.

() The short-term evaluation is based on data from at least three consecutive years. If these are not available for the EU-28, data for the EU-27 are instead
used for the evaluation if available.
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Figure B.2: Schematic representation of the evaluation of indicators with quantitative targets
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2. Indicators without quantitative targets:

In the absence of a quantified target, the evaluation of an indicator is entirely based on the calculation of
the observed rate of change of the indicator (based on the CAGR as described in Annex III) and using the
following thresholds: A change of more than 1% per year is considered clearly favourable or unfavourable
(depending on the direction of the change in relation to SD objectives). A favourable annual change of
more than 1% corresponds to the ‘sun’ symbol in Table B.2, whereas an unfavourable change of similar
magnitude corresponds to the ‘thunderstorm’ symbol. A change between 0% and 1 % per year is considered
moderately favourable or unfavourable, again depending on the direction of the change, thus correspond-
ing to the ‘sun/cloud’ and ‘rain’ symbols in Table B.2 respectively.

Figure B.3 shows an example of an indicator for which an increase constitutes the desired direction in terms
of SD, such as ‘organic farming’.

Figure B.3: Schematic representation of the evaluation of indicators without quantitative targets

1% growth per year
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Decoupling indicators as a special case:

For some of the indicators the issue of interest is not the change in one single trend but in the relationship
of two trends. One of these two trends is usually an economic variable (such as GDP), and the other one
an environmental variable that shows the environmental pressures exerted by the economic activity. For
example, this is the case when analysing trends in resource productivity, where the focus is put on the rela-
tionship between the trends in GDP and material consumption.

These are called ‘decoupling’ indicators because they show the strength of the link (or the ‘coupling’)
between the economic and the environmental variable. In relation to sustainable development, the aim is to
achieve a ‘decoupling’ of these two variables, so that continued economic growth does not lead to a further
increase in environmental degradation.

It is important to note that the evaluation method used for this monitoring report does not look at the cor-
relation of the two underlying indicators (pressure and driving force) but at the development of the pressure
variable in relation to the development of the driving force variable (*¥). Overall, the evaluation is consid-
ered favourable if the (environmental) pressure variable is decreasing and unfavourable if it is increasing.
Depending on the direction and magnitude of change in the pressure variable in relation to the driving
force, there are four different degrees of decoupling and thus four evaluation categories:

o Absolute decoupling: The situation when the pressure on the environment decreases while the (eco-
nomic) driving force increases is considered to be ‘clearly favourable’. This is also the case when
the driving force is decreasing but at a slower pace than the decrease in the pressure variable. These
situations represent ‘absolute decoupling’ between the driving force (economic) variable and the
pressure (environmental) variable.

o Favourable relative decoupling: When the pressure on the environment decreases but at a slower
pace than the decrease in the economic variable, the situation is referred to as ‘favourable relative
decoupling’ and is evaluated as ‘moderately favourable’.

« Unfavourable relative decoupling: When the environmental pressure increases but at a slower pace
than the increase in the driving force, the situation is referred to as ‘unfavourable relative decou-
pling’. It is evaluated as ‘moderately unfavourable’ because of the increase in the environmental
impacts.

 No decoupling: When the pressure on the environment increases at the same or higher rate than
the growth of the economic variable, or if the pressure on the environment increases while the
economic variable regresses, it is referred to as a situation of ‘no decoupling’ and is evaluated as
‘clearly unfavourable’.

Graphical representation of indicators with quantitative targets

For each indicator with a quantitative target, the graph on the indicator page shows a ‘target path’ — a
dashed line which is in a different colour from the observed path of the indicator. It represents a theoretical
path which starts in the year in which the target has been set in a policy process or which has been defined
as a base year for the target. The target path finishes at the target year by which the desired (target) value of
the indicator would ideally be reached. The slope of the target path is calculated using the CAGR formula
described above, thus it has an exponential form (*?). Figure B.4 shows as an example both the observed and
the target paths of the ‘total employment rate’ indicator. Most targets presented in the report apply to all
28 EU Member States, therefore the target path refers to the desired speed and direction of change for the
EU-28 as a whole. However, for some indicators EU-28 data are only available for a short period or not at all.
In these cases EU-27 data are also presented in the graph.

(®) For more information and specific examples of decoupling indicators see: http://europa.eu/!Bd93tk
("¥) Although the target path has an exponential form, it may appear linear due to the rather short period shown in the graph.
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Figure B.4: Graphical representation of an indicator with a quantitative target
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What's new?

The 2015 edition of the monitoring report builds on and updates the 2013 edition. It features two new ele-
ments compared with previous editions. One of the new features is the focus on the post-2015 development
agenda of the UN, in particular the Sustainable Development Goals (SDGs), which are set to replace the
Millennium Development Goals (MDGs) starting in 2015. The chapter “The broader horizon of sustain-
able development’ (see p. 23) provides an overview of the policy process behind the definition of SDGs, the
actors involved and the key documents. The chapter also discusses the recent UN initiatives for improving
the availability of data and indicators to measure progress towards the SDGs. Finally, the EU’s involvement
in framing the post-2015 agenda of the UN is briefly discussed.

Another novelty in the current edition of the report is the introduction of a short-term evaluation, which
complements the long-term evaluation already used in previous monitoring reports, by looking into the
trends of the indicators over the last five-year periods. Consequently, two evaluation results — in the form
of weather symbols — are presented for each indicator, as described in the section above.
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The broader horizon of sustainable development

The broader horizon of sustainable development

The global perspective on sustainable development

The purpose of this chapter is to place the Sustainable Development Strategy (SDS) of the EU into a broader
perspective of international initiatives for sustainable development. The United Nations Conference on
Sustainable Development, held in 2012 in Rio de Janeiro, marked the conception of a new global agenda for
development, which strives to reconcile the objectives of poverty eradication and sustainability. It is mani-
fested in the selection of Sustainable Development Goals (SDGs), which are set to replace the Millennium
Development Goals (MDGs) and direct global development efforts after the year 2015. The International
Conference on Financing for Development ('), held in 2002 in Monterrey, and its follow-up held in Doha
in 2008 (3, constituted a turning point for global development co-operation. A third Financing for
Development conference took place in Addis Ababa in July 2015, this time to ensure the mobilisation of
resources for achieving the sustainable development objectives after 2015. This chapter provides a closer
look at the UN 2030 agenda for sustainable development, briefly describing the work streams involved in
the definition of the SDGs, which are of universal application. This has impacts on the EU. At the European
level, the Europe 2020 strategy, adopted in 2010, has taken over parts of the sustainable development agenda
and is thus also worth a closer look. This is done in the last part of this chapter.

The roots of the international policy agenda for sustainable development

In 1987, the World Commission on Environment and Development (WCED) published a very influential
report titled ‘Our common future’ (%), also known as the ‘Brundtland report’ (*). It introduced the most
widely used definition of sustainable development into the policy discourse: ‘Development which meets
the needs of the current generations without compromising the ability of future generations to meet their
own needs’ (°). The report placed environmental concerns firmly on the political agenda. It recognised the
interlocking nature of ecological, social and economic challenges and called for their discussion as one sin-
gle issue. The report put forward eight interrelated objectives for sustainable development (see Box C.1).

Box C.1: Objectives for sustainable development in ‘Our common future’

The WCED report ‘Our common future’ outlined the o Ensuring a sustainable level of population;
following critical objectives for environment and
development policies that follow from the concept
of sustainable development (°):  Re-orienting technology and managing risk;

» Conserving and enhancing the resource base;

 Reviving growth; e Merging environment and economics in decision

e Changing the quality of growth; making;

. . )  Re-orienting international economic relations.
e Meeting essential needs for jobs, food, energy,

water and sanitation;

The United Nations Conference on Environment and Development, which took place in 1992 in Rio de
Janeiro, has been a cornerstone of modern sustainable development policies and has strongly influenced
the direction they have taken. It has enabled a consensus between the otherwise conflicting objectives of
economic growth, social equity and environmental protection by embracing the multi-dimensional con-
cept of sustainable development. The Rio Declaration on Environment and Development (”), also known
as the Rio Declaration, and Agenda 21 (%) were the major outcome documents of the Rio conference. The
Rio Declaration contained 27 principles of sustainable development, including the often cited principle 7

() See: http://www.un.org/ffd/coverage.htm

() See: http://www.un.org/esa/ffd/doha/

(%) World Commission on Environment and Development (1987), Our common future.

(%) Named after the former Norwegian prime minister Gro Harlem Brundtland who acted as chair of the WCED.

(°) See footnote 3, chapter 2, para. 1.

() 1d., para. 28.

(") United Nations Conference on Environment and Development (1992), Rio Declaration on Environment and Development.
(%) United Nations Conference on Environment and Development (1992), Agenda 21.
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on ‘common but differentiated responsibilities’ of states. Agenda 21 laid out specific actions for integrat-
ing and attaining social, economic and environmental objectives, including the role of major groups of
stakeholders.

More importantly from a statistical point of view, the Rio conference sparked the development of new
metric systems to better reflect on the concept of sustainable development and prosperity. Essentially, com-
monly used indicators such as the gross national product (GNP), individual resource use or pollutant flows
were already perceived as not being able to capture the more complex and multifaceted nature of sustain-
able development (°). A series of initiatives, including the work of the Commission on the Measurement of
Economic Performance and Social Progress (**) and ‘GDP and beyond’ (*!), have stressed the importance
of developing a new system of indicators which measures progress in all areas of sustainable development.

The roots of the 2030 agenda for sustainable development: the MDGs and ‘Rio+20’

Sustainable development has faced serious challenges since the UN Conference on Environment and
Development endorsed the concept in Rio de Janeiro in 1992. Putting the idea into practice has proved
difficult and its outcomes remain uneven across countries. Unsustainable trends persist: on the one hand,
growing world populations and rising consumption patterns put a strain on the life-supporting environ-
ment ('?). On the other hand, income inequality has often risen within countries and the gap between the
richest and the poorest countries has widened despite the impressive growth of GDP in recent decades. A
large part of the global population still lives in conditions of severe poverty and cannot satisfy their basic
needs such as safe drinking water, secure food supply, sanitation or electricity (*°).

Addressing the development needs of the poorest populations has been on the global political agenda since
the Millennium Development Goals (MDGs) were agreed by UN Member States in 2000. The target date for
achieving most of the MDGs was set as 2015. As the deadline approaches, the international community has
started negotiations on the way forward. Discussions on a ‘post-2015 development agenda’ of the UN were
initiated at the Millennium Development Goals Summit in 2010. The outcome document of the summit
affirmed the commitment of world leaders to eradicate poverty, while recognising the need to strengthen
efforts in all three areas of sustainable development (**).

Twenty years after the first Rio conference, the United Nations Conference on Sustainable Development
(UNCSD) was held in June 2012, again in Rio de Janeiro — therefore also called ‘Rio+20” (**). The confer-
ence has been conceived as a landmark event in the global movement for sustainable development. As
the main outcome, world leaders decided to launch a process for the development of a set of Sustainable
Development Goals (SDGs), which will constitute the goals of the 2030 agenda for sustainable development,
thus replacing the MDGs after 2015.

Taking stock of the Millennium Development Goals

The MDGs were agreed by UN Member States at the turn of the 21st century at the Millennium Summit
in New York City (*°). They address some of the most pressing issues faced by developing countries at the
time. The eight goals, complemented by 21 targets and 43 indicators, aimed to eradicate extreme poverty
and enhance education, health, gender equality, environmental sustainability and global partnership in
the most deprived regions of the world (/). The United Nations Millennium Declaration (*), the outcome
document of the Millennium Summit, provides the rationale behind the selection of the MDGs. It affirms
the commitment of world leaders to ‘free our men, women, and children from the abject and dehumanizing
conditions of extreme poverty’ (**). The global nature of problems addressed by the MDGs requires global
action. This has been reflected in Goal 8 ‘Global Partnership for Development’, which calls for increased
international co-operation to meet the needs of developing countries.

() United Nations Conference on Environment and Development (1992), Agenda 21, para. 40.4.
("% See: Report by the Commission on the Measurement of Economic Performance and Social Progress.
(") For more information see: http://ec.europa.eu/eurostat/web/gdp-and-beyond

(%) United Nations General Assembly (2012), The Future We Want, A/RES/66/288, para.ll.

() OECD (2011), Divided We Stand: Why Inequality Keeps Rising.

() Millennium Development Goals Summit (2010), Outcome document, A/RES/65/1, para. 41.

() See: http://www.uncsd2012.0rg

(") See: http://www.un.org/en/events/pastevents/millennium_summit.shtml

() The complete list of the MDGs and the associated targets is available at: http://mdgs.un.org/unsd/mdg/Host.aspx?Content=Indicators/OfficialList.htm
(') Millennium Summit of the United Nations (2000), United Nations Millennium Declaration.

() Id., Article 11.
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Progress towards the MDGs is closely monitored by the UN and results are presented in the Millennium
Development Goals Report which is published once a year. Assessment of progress so far reveals differences
across targets and regions (*°). Some goals have been achieved well ahead of the 2015 deadline: the number
of people living in extreme poverty has declined by more than half, more people have gained access to
improved sources of drinking water, gender parity in primary education has become a reality, and the polit-
ical participation of women has increased around the world. Significant progress has also been made with
regard to fighting malaria and tuberculosis. However, progress has been insufficient in other areas relating
to environmental sustainability, child and maternal mortality, primary school enrolment and access to
antiretroviral therapy in developing countries, to mention a few. While the economic development of cer-
tain regions, in particular in Asia, has accelerated progress towards the targets, others have lagged behind,
such as Sub-Saharan Africa where overall progress has been the slowest. Nonetheless, the MDGs have been
recognised as a success in the global effort ‘to raise public awareness, increase political will and mobilise
resources to eradicate poverty’ (*).

World leaders have agreed that the MDGs should be a stepping stone in the development of the 2030
agenda for sustainable development. In September 2013, a UN special event took stock of the efforts made
towards achieving the MDGs. In the outcome document, participants expressed their determination to
‘craft a strong post-2015 development agenda, that will build on the foundations laid by the Millennium
Development Goals, complete the unfinished business and respond to new challenges’ (*2).

Rio+20 and ‘The future we want’

The Rio+20 conference was hosted by Brazil in Rio de Janeiro from 20 to 22 June 2012. It was attended by
participants from 192 UN Member States, including several heads of state and government, as well as repre-
sentatives from the private sector, NGOs and other groups. In order to strengthen global efforts in resolving
sustainable development challenges, the Rio+20 Conference produced a comprehensive outcome document
entitled “The future we want’ (*}). One of the most important decisions which came out of the conference
was the agreement to define Sustainable Development Goals to replace the Millennium Development Goals
after the year 2015 and promote sustainable development on a global scale.

The Rio+20 outcome document not only mandates the establishment of a set of SDGs, but also provides
guidance for their conceptualisation: “The goals should address and incorporate in a balanced way all
three dimensions of sustainable development and their interlinkages. They should be coherent with and
integrated into the United Nations development agenda beyond 2015° (**). The outcome document further
stresses the importance of formulating goals which are ‘action oriented, concise and easy to communicate,
limited in number, aspirational, global in nature and universally applicable to all countries while taking
into account different national realities, capacities and levels of development and respecting national poli-
cies and priorities’ (**).

(%) United Nations (2015), Millennium Development Goals Report, United Nations, New York.

(%) European Commission (2013), A decent life for all: Ending poverty and giving the world a sustainable future, COM(2013) 92 final, p. 4.

(*) United Nations General Assembly (2013), Outcome document of the special event to follow up efforts made towards achieving the Millennium Development
Goals, A/68/L4, para. 16.

(%) United Nation General Assembly (2012), The future we want, A/RES/66/288.

(**)1d., para. 246.

(*)1d., para. 247.
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Box C.2: Main outcomes of the Rio+20 conference set out in

‘The future we want’

The Rio+20 outcome document ‘The future we
want’ contains a number of practical measures for
implementing sustainable development:

o Member States decided to launch a process to
develop a set of Sustainable Development Goals
(SDGs), building upon the Millennium Develop-
ment Goals (MDGs), to be integrated into the post-
2015 development agenda of the UN.

« Governments also decided to establish an Expert
Committee under the General Assembly to pre-
pare options on a strategy for sustainable devel-
opment financing.

» Governments also agreed to establish a high-level

e They also agreed to strengthen the role of the

United Nations Environment Programme (UNEP)
on several fronts.

Governments also requested the United Nations
Statistical Commission, in consultation with rel-
evant United Nations system entities and other
relevant organisations, to launch a programme of
work in the area of broader measures of progress
to complement gross domestic product.

Governments also adopted the 10-year framework
of programmes on sustainable consumption and
production patterns (%), and invited the General
Assembly to designate a body to take any neces-
sary steps to fully operationalise the framework.

political forum to follow up on the implementa-
tion of sustainable development.

The 2030 agenda for sustainable development

Following the Rio+20 Conference, the UN launched a post-2015 process, which culminated in the defini-
tion of the 2030 agenda for sustainable development. The 2030 agenda, approved in September 2015 by the
UN General Assembly (*) defines sustainable development goals and targets, refers to the development of a
global indicator framework and calls for revitalised global partnership to ensure its implementation. Many
actors at the political, technical and scientific level are involved in the definition of the different elements of
the 2030 agenda. Several international organisations, as well as stakeholders from the civil society and the
private sector have been involved at different stages of the post-2015 process.

Main actors and work streams of the post-2015 process

The definition of sustainable development goals and targets, the development of a global indicator frame-
work and the mobilisation of financial resources for sustainable development are closely interrelated, and
the definition of each element has implication for the other ones. However, the definition of each of the
three elements has in general followed separate work streams and involved different actors. Here follows a
description of each of them.

Definition of goals and targets

First reflections on the definition of sustainable development goals and targets come from a UN System
Task Team on the Post-2015 UN Development Agenda, established in January 2012 by the UN Secretary-
General and comprising more than 60 UN agencies and international organisations. In May 2012 the Task
Team presented a report to the UN Secretary-General, ‘Realizing the Future We Want for All’ (*¥), which
contained initial findings and recommendations for a post-2015 development agenda (as it was still called
at that time). The report calls for an ‘integrated policy approach to ensure inclusive economic development,
social progress and environmental sustainability and a development agenda that responds to the aspira-
tions of all people for a world free of want and fear’ (¥*).The document has served as the basis for a broader
and inclusive consultation along the post-2015 process. In March 2013 the Task Team released a second

(*) As contained in A/CONF.216/5.

(¥) At the time that this report was published, the document ‘Transforming our world: the 2030 agenda for sustainable development” had not yet been officially
adopted. The adoption of the document was expected to occur a few weeks later, by an ad hoc UN summit scheduled on 25-27 September 2015.

(%) UN System Task Team on the Post-2015 UN Development Agenda (2012), Realizing the Future We Want for All.

(*)1d., p.43.
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report with specific recommendations for the establishment of a global partnership to support the imple-
mentation of the post-2015 development agenda (*°).

Significant contribution also comes from the High-Level Panel of Eminent Persons mandated by the UN
Secretary-General in July 2012 with the task of providing guidance and recommendations on the global
development agenda beyond 2015. The Panel involved political personalities from UN Member States and
representatives from the private sector, academia and the civil society. The main outcome of the High-Level
Panel is the May 2013 report titled ‘A New Global Partnership: Eradicate Poverty and Transform Economies
through Sustainable Development’ (*). In the report, the Panel concludes that the post-2015 agenda needs
to be driven by five fundamental shifts, namely — leaving no one behind, placing sustainable development
at the core, transforming economies for jobs and inclusive growth, building peace and effective, open and
accountable institutions for all, and, finally, building a new global partnership.

The work on the post-2015 process has been carried out in an open and inclusive way. Various consulta-
tions with the public have been initiated by the UN and partner organisations, the results of which have
contributed to the post-2015 debate. The United Nations Development Group (UNDG) released a report
in September 2013, titled ‘A Million Voices: The World We Want’ (*2), which synthesised the results of 88
national consultations, 11 thematic consultations (**) and a global survey (**) (see Box C.3). In addition,
regional consultations were carried out by the Regional Economic Commissions of the UN in 2012 and
2013, the results of which were published in May 2013 in a report titled ‘A Regional Perspective on the Post-
2015 United Nations Development Agenda’ (**).

Box C.3: Development priorities of the public in ‘A Million Voices: The World
We Want’

The results of various consultations and surveys at  reach out to the people who are still living in unac-
national and global level have been synthesised in  ceptable conditions of poverty.

a UNDG report titled ‘A Million Voices: The World Going beyond quantitative targets and focusing on

We Want’ published in September 2013. According 6 qality of goods and services is deemed essential.

to the report, there is an overall agreement among  Reducing inequalities and insecurities, especially for
the public that the areas of development covered by yynerable groups of the population, is another prior-

the MDGs are still relevant and thus need to be inte-
grated in the post-2015 development framework.
At the same time, there is a call for strengthening
the ambition and urgency of the targets in order to

ity area identified in the public consultations. Essen-
tially, global challenges are seen as interlinked and
the responsible use of natural resources is defined as
a precondition for pursuing social objectives.

A first proposal of sustainable development goals and targets was prepared by an Open Working Group
(OWG) of the UN General Assembly, established in January 2013 as a follow up of the Rio+20 Conference.
The OWG included 30 members from UN Member States. The outcome document (*), delivered in July
2014, consists of a draft proposal on goals and targets which has become the basis for the following inter-
governmental negotiations (*’). The proposal contains a list of 17 SDGs and 169 related targets. Out of these,
16 goals and 106 targets are substantive, while Goal 17 and 62 targets relate to the means to implement the
strategy. Box C.4 lists the 17 SDGs proposed by the OWG.

(%% UN System Task Team on the Post-2015 UN Development Agenda (2013), A renewed global partnership for development.

(*) High Level Panel of Eminent Persons on the Post-2015 Development Agenda (2013), A New Global Partnership: Eradicate Poverty and Transform Economies
through Sustainable Development.

*2) United Nations Development Group (2013), A Million Voices: The World We Want.

*) For more information on the national and thematic consultations see: https://www.worldwewant2015.org/sitemap.

*) See: http://www.myworld2015.0rg/

*) United Nations Regional Commissions (2013), A Regional Perspective on the Post-2015 United Nations Development Agenda, E/ESCWA/OES/2013/2 13-0077.

*%) Open Working Group of the General Assembly on Sustainable Development Goals (2014), Open Working Group proposal for Sustainable Development
Goals, A/68/970.

(¥) See conclusion of the 68th session of the General Assembly: http://www.un.org/en/ga/68/meetings/

(
(
(
(
(
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Box C.4: List of SDGs proposed in the report of the OWG

The Open Working Group on the Sustainable Devel-
opment Goals proposed the following 17 SDGs in its
report published in July 2014. The document also
contains 169 targets.

Goal 1 — End poverty in all its forms everywhere

Goal 2 — End hunger, achieve food security and
improved nutrition and promote sustainable
agriculture

Goal 3 — Ensure healthy lives and promote well-
being for all at all ages

Goal 4 — Ensure inclusive and equitable quality edu-
cation and promote lifelong learning opportunities
for all

Goal 5 — Achieve gender equality and empower all
women and girls

Goal 6 — Ensure availability and sustainable man-
agement of water and sanitation for all

Goal 7 — Ensure access to affordable, reliable, sus-

Goal 10 — Reduce inequality within and among
countries

Goal 11 — Make cities and human settlements inclu-
sive, safe, resilient and sustainable

Goal 12 — Ensure sustainable consumption and pro-
duction patterns

Goal 13 — Take urgent action to combat climate
change and its impacts (%)

Goal 14 — Conserve and sustainably use the
oceans, seas and marine resources for sustainable
development

Goal 15 — Protect, restore and promote sustainable
use of terrestrial ecosystems, sustainably manage
forests, combat desertification, and halt and reverse
land degradation and halt biodiversity loss

Goal 16 — Promote peaceful and inclusive societies
for sustainable development, provide access to jus-
tice for all and build effective, accountable and inclu-
sive institutions at all levels

tainable and modern energy for all

Goal 17 — Strengthen the means of implementation
and revitalise the global partnership for sustainable
development

Goal 8 — Promote sustained, inclusive and sustain-
able economic growth, full and productive employ-
ment and decent work for all

Goal 9 — Build resilient infrastructure, promote
inclusive and sustainable industrialisation and foster
innovation

The UN Secretary-General produced a synthesis report in December 2014, which brings together the results
of the different work streams of the post-2015 process. In the report “The Road to Dignity by 2030” (*%), the
Secretary-General endorsed the SDGs proposed by the OWG and laid out a transformational approach for
their further deliberation. The synthesis report of the Secretary-General also discussed the opportunities
and challenges for the development of better sustainable development metrics. In particular, the Secretary-
General noted that: ‘Measures that do not distinguish between socially and environmentally harmful activ-
ities on the one hand, and social goods on the other, that do not account for equity and the distribution
of costs and benefits and do not consider impacts on future generations will not help us to navigate to a
sustainable future’ (*°).

With a view to prepare the September 2015 UN summit, intergovernmental negotiations (IGN) between the
UN Member States were conducted between January and July 2015. The main outcome of the negotiations
is a document titled “Transforming our world: the 2030 agenda for sustainable development’ (*'), proposed
for adoption at the summit. This document consists of four elements: (i) a declaration, (ii) a set of sustainable
development goals and targets, (iii) means of implementation, and (iv) a follow-up and review. The set of
goals and targets is a substantial part of the document. The set largely reproduces the proposal of the OWG,
from which it departs only for some amendments to a limited number of targets.

(*) Acknowledging that the United Nations Framework Convention on Climate Change is the primary international, intergovernmental forum for
negotiating the global response to climate change.

(*) UN Secretary-General (2014), The Road to Dignity by 2030: Ending Poverty, transforming all Lives and Protecting the Planet, Synthesis report of the Secretary-
General on the Post-2015 Agenda.

(9)1d., p. 28.

(*) See: Transforming our World: the 2030 agenda for sustainable development, finalised text for adoption.
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Development of a global indicator framework for the SDGs and need for a data revolution

A global indicator framework to measure progress towards the SDGs and targets is an important element
of the 2030 agenda for sustainable development. However, the development of such a framework will go
beyond the UN summit of September 2015, which will approve the sustainable development goals and
targets. According to the current roadmap, the United Nations Statistical Commission (UNSC), which as
the leading statistical body of the UN oversees this work stream, is expected to approve the framework at
its 47th meeting in March 2016. Work to establish an indicator framework for the SDGs and targets began
more than two years ago and has involved many actors. Here follows an overview of the most relevant con-
tributions to this work stream.

The work was initiated by the Friends of the Chair Group on Broader Measures of Progress, established in
March 2013 by the UNSC with the aim to come up with more comprehensive measures of progress to com-
plement GDP and better reflect on sustainable development objectives, as requested in the Rio+20 outcome
document. The FOC group ran a global survey on measures of progress and indicators, the results of which
were presented in two parts in February 2015. The objectives of the survey were to review and collect already
established broader measures of progress from around the world (**), to monitor the availability of indica-
tors for Sustainable Development Goals and associated targets (**), and to identify remaining data gaps. The
FOC prepared another report, endorsed by the 46th session of the UNSC in March 2015 (**), which includes
a roadmap for the development and the implementation of an indicator and monitoring framework for the
sustainable development goals and targets. It also discusses the expected data requirements and examines
possible ways to close these gaps. The report recommends the creation of two groups to define the indicator
framework and to support the monitoring of progress.

The first one is an Inter-Agency and Expert Group on SDG indicators (IEAG-SDGs). The main task of this
group is to elaborate a proposal for a global indicator framework (*), to be adopted by the UNSC in March
2016. The group consists of technical experts from national statistical offices and, as observers, representa-
tives from regional and international organisations and agencies. While the group was mandated by the
UNSC, its work is constrained by the requirements in the outcome document of the IGN, which states that
‘this framework will be simple yet robust, address all SDGs and targets including for means of implementa-
tion, and preserve the political balance, integration and ambition contained therein’ (*¢).

A second group — a High-level Group for Partnership, Coordination and Capacity-Building for post-2015
monitoring (HLG) — was proposed by the FOC and mandated by the UNSC. The role of the HLG, which
is expected to start its work at the beginning of 2016, is to foster global partnership in the monitoring of
sustainable development indicators. It will also promote capacity-building for the monitoring of the 2030
agenda (*7). The group comprises representatives from national statistical offices, civil society and interna-
tional organisations.

Monitoring progress towards the SDGs and targets will require substantial efforts, not only from develop-
ing countries but also from developed ones. The awareness that the existing statistical data are insufficient
to monitor all the proposed SDGs and targets and that significant efforts are needed to fill the gaps emerged
at an early stage of the discussion. Already the aforementioned High-Level Panel of Eminent Persons has
called for a ‘data revolution’ to support the measurement and monitoring of the SDGs and targets. This data
revolution entails, among other things, the use of innovative technologies for the collection and sharing of
data to complement existing statistical systems (**).

(*) Friends of the Chair Group on Broader Measures of Progress (2015), Results of the global questionnaire of the Friends of the Chair on broader measure of
progress. Part [: Survey of existing practices to go beyond GDP to measure progress.

() Friends of the Chair Group on Broader Measures of Progress (2015), Results of the global questionnaire of the friends of the Chair on broader measure of
progress. Part II: Availability of indicators for Sustainable Development Goals and associated targets.

(*) Report of the Friends of the Chair Group on Broader Measures of Progress, February 2015, E/CN.3/2015/2.

(%) For more information on the activities of the IEAG-SDGs see: Report of the Friends of the Chair Group on Broader Measures of Progress, February 2015,
E/CN.3/2015/2, Annex |., and Terms of reference for the Inter-agency Expert Group on Sustainable Development Goal Indicators.

(#) See: Transforming our World: the 2030 agenda for sustainable development, Finalised text for adoption, p. 27.

(*) See: Terms of reference for the High-level Group for Partnership, Coordination and Capacity-Building for post-2015 monitoring.

(*8) High Level Panel of Eminent Persons on the Post-2015 Development Agenda (2013), A New Global Partnership: Eradicate Poverty and Transform Economies
through Sustainable Development, p. 9.
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For this purpose, in 2014 the Secretary General formed an Independent Expert Advisory Group on Data
Revolution for Sustainable Development. This group presented its recommendations on how to mobilise
the data revolution for sustainable development in a report to the Secretary-General called ‘A World that
Counts’ (**). The key recommendations of the group encompass the following aspects:

« Develop a global consensus on principles and standards
« Share technology and innovations for the common good
« New resources for capacity development

o Leadership for coordination and mobilisation

« Exploit some quick wins on SDG data.

Relevant input to the discussion on data revolution also comes from the Sustainable Development Solutions
Network (SDSN), a global and independent network of research centres, universities and technical institu-
tions. The group was launched by the UN Secretary-General in 2012 and has worked closely with the UN
agencies, the private sector and civil society with the main task to provide scientific and technical support
for addressing sustainable development challenges. As a contribution to the debate on data revolution, the
SDSN proposes a comprehensive framework including 100 Global Reporting Indicators, accompanied by
Complementary National Indicators to measure progress towards the SDGs proposed by the OWG. These
are presented in a report titled ‘Indicators and a monitoring framework for Sustainable Development Goals:
Launching a data revolution for the SDGs’ (*°), which was developed in a consultation with experts from the
UN organisations, academia, civil society, business and national statistical offices. In the report, the SDSN
envisages four levels of monitoring — national, global, regional and thematic (see box C.5). The SDSN
stresses that the reporting on the SDGs should be primarily at the national level and that countries should
be able to choose the indicators that are most appropriate for their context. However, the development of
a global monitoring framework is also deemed essential for complementing national efforts. This would
require the selection of indicators which are harmonised and universal.

Box C.5: A multi-level framework for monitoring the SDGs

The SDSN report ‘Indicators and a monitoring frame-
work for Sustainable Development Goals' discusses
a multi-level framework for monitoring progress
towards the SDGs. It builds on lessons learned from
the MDGs and involves the following four levels of
reporting:

National reporting is seen as the most important
level of reporting. It will be carried out primarily by
National Statistical Offices (NSOs), following national
standards and may not all be internationally compa-
rable. A limited set of Global Monitoring Indicators is
proposed to be integrated into national reporting.

Global reporting is proposed to complement
national reporting and monitoring efforts. It would
be based on a set of Global Monitoring Indicators
that are harmonised to common global standards
and would form a basis for review at the High Level
Political Forum.

Regional reporting is considered also important
for fostering knowledge-sharing, reciprocal learn-
ing, and peer review across countries in the same
region. Itis seen as the link between reporting at the
national and global level. Regional indicators would
comprise Global Monitoring Indicators, Comple-
mentary National Indicators and possibly a number
of indicators targeting specific regional priorities.

Thematic reporting refers to the complex chal-
lenges that must be addressed across a broad range
of sectors. Since official indicators tend to be more
outcome-based and simple, the suggested thematic
reporting would involve specialist indicators, includ-
ing input and process metrics. The thematic report-
ing may involve unofficial data sources as well as
creative and novel ways of collecting, analysing and
processing data.

(*) Independent Experts Advisory Group on the Data Revolution (2014), A World that Counts: Mobilising the data revolution for sustainable development.
(%) Sustainable Development Solutions Network (2015), Indicators and a monitoring framework for Sustainable Development Goals: Launching a data revolution
for the SDGs.
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Global partnership

Meeting the sustainable development objectives of the UN critically depends on the ability of governments
to mobilise sufficient financial resources, as recognised in the Rio+20 Outcome Document. Member States
agreed in Rio to launch an intergovernmental process to discuss the means of financing sustainable devel-
opment. It was decided that the process will be carried out in an open and broad consultation with relevant
stakeholders.

In June 2013, an Intergovernmental Committee of Experts on Sustainable Development Financing (ICSDF)
was established by the UN General Assembly in order to implement this process, with the tasks to assess
the financing needs of developing countries, to consider existing mechanisms for financing and to finally
propose options for a financing strategy for sustainable development. Additional input has been provided
by the Working Group on Financing for Sustainable Development, set up by the UN System Task Team. In
its report of August 2014 (*!), the Committee outlines options for an integrated sustainable development
financing strategy. While the Committee recognises the ‘enormous’ challenges when it comes to financing
sustainable development objectives, it also presents viable options for the mobilisation of additional funds
and their effective use. The Committee provides specific recommendations in five areas: domestic public
and private financing, international public and private financing and blended finance.

Intergovernmental negotiations have continued in preparation of the Third International Conference on
Financing for Development (FfD). The conference took place on 13-16 July 2015 in Addis Ababa, Ethiopia,
and gathered representatives from national governments, non-governmental organisations, business and
relevant institutional stakeholders. The conference adopted an outcome document which presents concrete
actions for mobilising financial support for the post-2015 development agenda (*2).

The EU involvement in the post-2015 process

Based on a public consultation held in summer 2012 (**) and the conclusions of the European Environment
Council meeting in October 2012 (**), the European Commission in 2013 formulated a common approach
to follow up on Rio+20 and the post-2015 development agenda in its communication ‘A Decent Life for
AID’ (**). Therein the Commission laid out principles for an overarching framework for development beyond
2015. Integrating the objectives of sustainable development and poverty eradication is seen as an essential
element of this overarching approach. Although some common elements between the two had already been
recognised, much of the work on sustainable development and poverty eradication had been carried out in
separate strands (one stemming from the Millennium Declaration and the other from a series of UN sum-
mits). Thus, the adoption and implementation of SDGs is a practical manner of bringing these two strands
together. European Council conclusions from June 2013 welcomed the above-mentioned communication
and reiterated the commitment of the EU and its Member States ‘to play a full and active role in the work to
define the post-2015 framework’ (*°).

The Rio+20 outcome document noted the importance of ‘developing and utilising sustainable development
strategies as key instruments for guiding decision-making and implementation of sustainable development’.
As noted in the aforementioned 2013 communication of the European Commission ‘the implementation
and regular review of the Europe 2020 strategy, which builds on the integrative approach initiated by the
EU Strategy for Sustainable Development, should contribute to greater coherence, mainstreaming and inte-
gration of the three dimensions of sustainable development (social, environmental and economic) in EU
policies at large’ (7). More information on the Europe 2020 strategy and its relation to the EU Sustainable
Development Strategy is provided in the next section of this chapter “The Europe 2020 strategy — how does
it fit in the picture?’.

In June 2014, the European Commission published a new communication on post-2015, titled ‘A Decent
Life for All: From vision to collective action’. It affirmed the existing position of the EU that a framework for
development beyond 2015 should integrate the three dimensions of sustainable development in a balanced
way, while taking into account the different starting points and capacities of countries. A list of potential

(") Report of the Intergovernmental Committee of Experts on Sustainable Development Financing, Final Draft, 8 August 2014.
(%) See: Outcome document of the Third International Conference on Financing for Development: Addis Ababa Action Agenda.
(*%) See: https://ec.europa.eu/europeaid/consultation-towards-post-2015-development-framework_en

(*%) European Council (2012), Conclusions on Rio+20: Outcome and follow-up to the UNCSD 2012 Summit, 15477/12, Brussels, 25 October 2012.
(**) European Commission (2013), A decent life for all: Ending poverty and giving the world a sustainable future, COM(2013) 92 final.
(*) See: The Overarching Post 2015 Agenda: Council Conclusions, Luxembourg, 25 June 2013.

(*) See footnote 55, p. 6.
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targets and priority areas was also included in the communication as a step forward in the selection of a
final set of SDGs (**). In December 2014, the European Council adopted conclusions on a transformative
post-2015 agenda (*?). The document underpins the position of the EU during the negotiations on the 2030
agenda for sustainable development.

The implementation of the 2030 agenda requires a new global partnership for development as noted by
the European Commission in its communication from February 2015 ‘A Global Partnership for Poverty
Eradication and Sustainable Development after 2015 (*°). In its communication, the Commission stresses
the importance of building international co-operation based on the principles of ‘shared responsibility,
mutual accountability and respective capacity’ whereas ‘countries at all stages of development must engage
with and take responsibility for its implementation’ (*!). The communication outlines the following key
components of such as global partnership:

 An enabling and conductive policy environment at all levels;

« Developing capacity to deliver the agenda;

+ Mobilisation and effective use of domestic and international public finances;
« Stimulating trade to eradicate poverty and promote sustainable development;
« Driving transformative change trough science, technology and innovation;

« Mobilising the domestic and international private sector;

« Harnessing the positive effect of migration.

European Council conclusions from May 2015 set out a number of guiding principles for a new global part-
nership for poverty eradication and sustainable development after 2015 (**). They affirmed the principles
of ‘universality, shared responsibility, mutual accountability, consideration of respective capabilities and
multi-shareholder approach’, set out in the December 2014 Council conclusions, and added that the new
global partnership ‘should be based on and promote human rights, equality, non-discrimination, demo-
cratic institutions good governance, rule of law, inclusiveness, environmental sustainability and respect for
planetary boundaries’ (*). The Council conclusions further adopted the key components of global partner-
ship mentioned above.

The Europe 2020 strategy — how does it fit in the picture?

The Europe 2020 strategy (**), adopted by the European Council on 17 June 2010 (*°), is the EU ten-year
strategy for growth and jobs. It puts forward three mutually reinforcing priorities to make Europe a smarter,
more sustainable and more inclusive place to live:

« It envisages the transition to smart growth through the development of an economy based on
knowledge, research and innovation.

« The sustainable growth objective relates to the promotion of more resource efficient, greener and
competitive markets.

o The inclusive growth priority encompasses policies aimed at fostering job creation and poverty
reduction.

For each of the three priorities the strategy foresees one or more targets in five areas: employment, research
and development (R&D) and innovation, climate change and energy, education, and poverty and social
exclusion. The strategy objectives and targets are further supported by seven thematic flagship initiatives.

Eurostat monitors the Europe 2020 headline targets through a scoreboard of nine headline indicators
and four supplementary indicators, regularly updated on the Eurostat website (°°). A 2015 edition of the

(*®) European Commission (2014), A Decent Life for All: From vision to collective action, COM(2014) 0335 final.

(*) See: Council conclusions on a transformative post-2015 agenda, Brussels, 16 December 2014.

(%) European Commission (2012), A Global Partnership for Poverty Eradication and Sustainable Development after 2015, COM(2015) 44 final.
) 1d, p.3.

(%) See: A New Global Partnership for Poverty Eradication and Sustainable Development after 2015, Council Conclusions, 26 May 2015.
() 1d., art. 6.

(*%) European Commission (2010), Europe 2020 — A strategy for smart, sustainable and inclusive growth, COM(2010) 2020 final.

(%) See: European Council Conclusions, 17 June 2010.

(%) See: http://ec.europa.eu/eurostat/web/europe-2020-indicators/europe-2020-strategy/headline-indicators-scoreboard
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monitoring report ‘Smarter, greener, more inclusive? Indicators to support the Europe 2020 strategy’ (%)
was published in March 2015.

Table C.1: The Europe 2020 strategy'’s key priorities, headline targets and flagship initiatives

— 3 % of GDP to be invested in the research — Innovation Union
and development (R&D) sector. — euith @I e feE

— Reduce the rates of early school leavingto  _  digital E
below 10 %, and at least 40 % of 30 to 34 year digital agenda for Europe
olds to have completed tertiary or equivalent

education.
Sustainable — Reduce greenhouse gas emissions by 20 %  — Resource efficient Europe
Growth compared to 1990 levels. — An industrial policy for the globalisation era

— Increase the share of renewables in final
energy consumption to 20 %.

— 20 % increase in energy efficiency.

Inclusive — 75 % of 20 to 64 year old men and women — An agenda for new skills and jobs
Growth to be employed. — European platform against poverty and
— Reduce poverty by lifting at least social exclusion

20 million people out of the risk of poverty
and social exclusion.

Europe 2020 and the EU SDS as a complementary system

The context of the adoption of the SDGs at the summit of September 2015 is an opportunity to consider the
EU activities relevant to this broad agenda, having regard to the EU Sustainable Development Strategy and
the Europe 2020 strategy.

The relationship between the EU Sustainable Development Strategy and the Lisbon Strategy — the prede-
cessor of Europe 2020 — was described as complementary. The EU SDS sets the overall framework, within
which short- and medium-term strategies should operate, by providing a long-term perspective and clear
and coherent guidance to all policy areas. Whereas the EU SDS is primarily concerned with quality of life,
intra- and inter-generational equity and coherence between all policy areas, including international aspects,
it recognises the role of economic development in facilitating the transition to a more sustainable society.

The measures of Europe 2020, for instance, should therefore be compatible with the long-term objectives of
the EU SDS. In this sense, Europe 2020 can be seen as the practical implementation of the EU’s overarching
policy agenda for sustainable development. In its recent communication ‘A decent life for all’, the European
Commission highlighted the role of Europe 2020 as building ‘on the integrative approach initiated by the
EU Strategy for Sustainable Development, by contributing to greater coherence, mainstreaming and inte-
gration of the three dimensions of sustainable development in EU policies at large’ (*%).

Europe 2020 has thus drawn on several of the challenges addressed in the EU SDS. These include resource
efficiency, the 20/20/20” climate and energy targets, as well as poverty reduction and education. Table C.2
shows a comparison of the seven EU SDS key challenges and how they have been taken up by the Europe
2020 strategy’s flagship initiatives.

(¢7) See: Eurostat (2015), Smarter, greener, more inclusive? Indicators to support the Europe 2020 strategy, 2015 edition.
(%) European Commission (2013), A decent life for all: Ending poverty and giving the world a sustainable future, COM(2013) 92 final, p. 6.
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Table C.2: How the seven EU SDS key challenges are addressed by the Europe 2020 strategy and its flagship initiatives (")

Europe 2020
flagship initiative

EU SDS key challenge

A digital
agenda
for
Europe

Innova-
tion
Union

An
Agenda
for new

skills and
jobs

An Integrated
Industrial Policy
for the Globalisa-
tion Era

The European
Platform against
Poverty and
Social Exclusion

Youth A Resource-
on the Efficient
Move Europe

Climate change and clean
energy

‘To limit climate change and its
costs and negative effects to
society and the environment.’

Sustainable transport

‘To ensure that our transport
systems meet society’s
economic, social and environ-
mental needs whilst minimising
their undesirable impacts on
the economy, society and the
environment.

Sustainable consumption
and production

‘To promote sustainable
consumption and production
patterns.’

Conservation and manage-
ment of natural resources
‘To improve management
and avoid overexploitation
of natural resources, recog-
nising the value of ecosystem
services.’

Public Health

‘To promote good public
health on equal conditions and
improve protection against
health threats.’

Social inclusion, demography
and migration

‘To create a socially inclusive
society by taking into account
solidarity between and within
generations and to secure and
increase the quality of life of
citizens as a precondition for
lasting individual well-being.’

Global poverty & sustainable
development challenges

‘To actively promote sustain-
able development worldwide
and ensure that the European
Union's internal and external
policies are consistent with
global sustainable develop-
ment and its international
commitments.’

W

W

W

W

W

W

W

W

W

VW VW

W W

W W

VW W

W VW VW

W W

() One tick (/) means that less than 25 % of the operational objectives of an EU SDS key challenge were mentioned in the respective flagship initiative document; two ticks (/) mean
between 25 % and 75 %, and three ticks (vx/) mean over 75 %; empty cells mean that no references to the operational objectives were found in the flagship initiative document.

Source: Pisano et al. (2011), Sustainable development governance & policies in the light of major EU policy strategies and international developments, ESDN Quarterly Report

No. 22 (September 2011).
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These synergies are also reflected in the EU set of sustainable development indicators (SDI), which comprise
the indicators presented in this report, and cover all of the Europe 2020 headline indicators (%).

Apart from the obvious links and synergies in the indicator set between the EU SDS and the Europe 2020
strategy, the EU SDS engages in a very comprehensive picture of sustainable development to reflect the
social and environmental aspects of development. The theme on ‘global partnership’ outlines the EU’s
responsibility for intra-generational equity by supporting the achievement of the Millennium Development
Goals and introduces the concept of policy coherence for development, in accordance with the Treaty.
Furthermore, the EU SDI set engages in the wider framework of societal progress and quality of life in par-
ticular that is taken into account by the themes ‘public health’, ‘demographic changes’ and ‘social inclusion’.

In short, although the Europe 2020 strategy builds upon the integrated approach of the EU SDS, the analy-
sis presented in Table C.2 shows that Europe 2020 focuses mainly on the growth-related aspects of a smart,
sustainable and inclusive society. In this sense, this 2015 edition of the ‘Sustainable Development in the EU’
monitoring report aims to give a broad, comprehensive picture of whether the EU is moving towards sus-
tainable development based on the framework of objectives and targets as outlined in the EU Sustainable
Development Strategy.

(%) The theme 'socioeconomic development’ includes the indicators ‘Employment rate by gender, age group 20-64' and ‘Gross domestic expenditure on
R&D (GERD)" The theme ‘social inclusion’ contains the bulk of the Europe 2020 headline indicators, namely ‘People at risk of poverty or social exclusion’
(used as headline indicator of this theme) and its three sub-indicators ‘People living in households with very low work intensity’, ‘People at risk of
poverty after social transfers’ and ‘Severely materially deprived people’. Additionally, the theme incorporates the two education indicators ‘Early leavers
from education and training’ and ‘Tertiary educational attainment’. The theme ‘climate change and energy’ draws on the indicators ‘Greenhouse
gas emissions’, ‘Share of renewable energy in gross final energy consumption’,and ‘Primary energy consumption’, all of them being used as headline
indicators of this theme.
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Overview of the main changes

Real gross domestic product (GDP) per capita in the EU has increased moderately both in the long term
(since 2000) and in the short term (since 2009). The indicator’s continuous upward trend was interrupted
by the start of the economic crisis in late 2008. Although the EU economy has since returned to growth, a
fragile recovery is expected. Deterioration of economic conditions during the crisis has also affected other
indicators in the ‘socioeconomic development’ theme. Labour markets were hard hit, with young people
among the worst affected. Household savings have been strongly reduced in the short run, although dis-
posable household income has improved moderately. Investment has also contracted, particularly in the
short term. More favourable developments can be seen in some areas of competitiveness and eco-efficiency.
Labour productivity has increased substantially since 2000, although some gains were reversed during the
economic crisis. Energy intensity has improved even more steadily, both in the long term and short term.
Investment in research and development (R&D) has increased only slightly.

Table 1.1: Evaluation of changes in the socioeconomic development theme, EU-28 (')

Indicator Long-term evaluation Short-term evaluation
(since 2000) (last five-year period)
Real GDP per capita a)

Economic development

Investment ‘ég’—:) Q)
Disposable household income e

Household saving @

Innovativeness, competitiveness and eco-efficiency

| ®06 ¥ B

Labour productivity

Eco-innovation

®
®

Research and development expenditure
00

o
O]

Energy intensity Q)

Employment
Employment @ Q]

Young people neither in employment nor @ )
in education or training

®
0P

Unemployment

(") An explanation of the evaluation method and the meaning of the weather symbols is given in the Introduction and in Annex IlI.
(%) From 2002.
(%) From 2003.
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Key trends in socioeconomic development

Recent changes in real GDP per capita indicate fragile recovery under way

In the long run between 2000 and 2014 real GDP per capita in the EU grew moderately by 0.9 % per year
on average. Growth was more pronounced before the economic crisis of 2008. Between 1995 and 2007 real
GDP per capita increased continuously at a rate of 2.2 % per year on average. As the financial and economic
crisis took hold of the EU economy, however, GDP growth stalled in 2008 and by 2009 had contracted by
4.7 %. Swift implementation of fiscal stimuli and other policy actions at national and EU levels contained
the worst effects of the crisis and restored economic growth in 2010 and 2011. Although real GDP per
capita contracted slightly in 2012 and 2013, it increased again in 2014 by 1.1 %. As a result, in the short term
between 2009 and 2014 the EU economy grew at an average annual rate of 0.7 %.

The crisis continues to weigh on investment in the EU

Between 2002 and 2014 investment (as a share of GDP) declined in the EU. This was most likely due to a
loss of household and business confidence during the financial market turmoil and the economic crisis. The
drop in total investment was somewhat offset by increased government spending in the first years of the cri-
sis. However, since 2009 government investment has also declined as a result of fiscal consolidation efforts,
driving total investment down further. Public spending cuts have also contributed to reducing adjusted
disposable household income in the Member States hardest hit by the economic crisis. In the rest of the
EU, households experienced a continuous improvement in their disposable income in the period between
2003 and 2013.

The EU household saving rate was strongly subdued in 2014 compared with 2009 due to the negative effects
of fiscal consolidation efforts on household disposable income. Since 2010 the household saving rate has
been falling, which was also observed before the 2008 economic crisis. In the long run between 2000 and
2014 the indicator dropped moderately by 1.4 percentage points.

Gains in competitiveness due to higher labour productivity but subdued innovation

Labour productivity increased almost continuously between 2000 and 2013. Some gains were reversed
between 2007 and 2009 as a result of the economic downturn, but in 2010 labour productivity rebounded to
its pre-crisis level and has continued to grow. Energy intensity in the EU has also improved. It declined by
15.9 % between 2002 and 2013 as a result of absolute decoupling of gross inland energy consumption from
economic growth ().

Less favourable developments have been observed with regard to innovation. R&D expenditure as a share
of GDP increased slightly in the EU between 2000 and 2013 but more rapid progress is needed to reach the
3 % target set out in the Europe 2020 strategy. Most of the increase in 2008 and 2009 came from the public
sector, reflecting government efforts to support economic growth by boosting R&D expenditure. Since then
R&D intensity has remained at about 2% of GDP. In terms of eco-innovation activities, the majority of
Member States performed lower in 2013 compared with 2010.

Muted labour market recovery

Between 2002 and 2014 the EU employment rate rose moderately by 2.5 percentage points, mostly due to
strong labour market performance before the economic crisis. Short-term developments in the labour mar-
ket have been much less favourable. The economic crisis and prolonged labour market stagnation held back
employment between 2008 and 2013. Although the indicator picked up again in 2014, the EU is off-track to
meeting the Europe 2020 target to reach a 75 % employment rate by 2020.

In 2014, the share of young people neither in employment nor in education or training (NEET rate) was
equivalent to its 2009 level of 12.4 % and slightly lower than its 2002 level of 13 %. Although the NEET rate
had been falling gradually before the crisis, it was driven up again with the start of the crisis, largely due
to the rise in youth unemployment. The overall unemployment rate in the EU followed a similar trend of
falling gradually before the crisis and increasing sharply afterwards. In 2013 EU unemployment reached a
record high of 10.9 % but fell slightly in 2014, indicating a possible labour market recovery.

() For a detailed description of decoupling indicators see the Introduction chapter (p. 13)
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Why do we focus on socioeconomic development?

By promoting a prosperous, innovative, knowledge-rich, competitive and eco-eflicient economy that pro-
vides high living standards and high-quality employment, socioeconomic development aims to harmonise
the three main pillars of sustainable development: economic development, protection of the environment
and social justice.

Gross domestic product (GDP) is the best-known measure of macro-economic activity and has been
regarded by some as a proxy indicator for societal progress. However, by design and purpose, it cannot
be relied on to inform on all policy-related issues and its deficiencies as a measure of well-being have been
increasingly recognised. Nevertheless, GDP is closely linked to a number of issues highly relevant for eco-
nomic development, such as employment or R&D investment. Reflecting changes in consumption and
production patterns, GDP growth is also linked to resource use and climate change, especially when not
matched by similar increases in resource efficiency. Moreover, the availability of economic resources deter-
mines the potential of technological and scientific innovations needed for a switch to ‘low-carbon’ (?) and
resource-efficient economies.

The economic dimension of socioeconomic development is analysed in view of investment, disposable
household income, net national income and household saving. Investment directly affects an economy’s
prosperity because it contributes to the accumulation of capital goods, either in the form of physical capital
or knowledge (*). Disposable household income is an important means for achieving higher living stand-
ards, so is crucial for pursuing the social objectives of sustainable development. Household saving also has
an important role to play, particularly in ensuring resources and opportunities are shared fairly between
generations. It determines the amount of financial resources available to invest in improving the stock of
productive, natural and human capital.

An economy’s capacity for innovation, competitiveness and eco-efficiency is analysed through indicators
on R&D, labour productivity, eco-innovation and energy intensity. R&D expenditure, through its links to
education, innovation, employment, labour productivity and economic growth, is crucial for the prosper-
ity and competitiveness of EU economies. The expansion of scientific and technological knowledge can
help society tackle some of its most pressing challenges such as climate change, population ageing, labour
market attainment and security of material supply. Eco-innovation allows economic prosperity to increase
while preserving the environment and utilising natural resources more efficiently. The formation of human
capital (the skills, knowledge and experience possessed by an individual or population) through education
and training advances academic knowledge and innovative technologies, which in turn contribute to job
creation, labour productivity and resource efficiency. Labour productivity is an important determinant of
an economy’s future competitiveness and long-term economic growth.

Sustained economic growth, however, if not counterbalanced by eco-efficiency improvements, can damage
the natural environment and jeopardise ecosystems, thus significantly affecting well-being in the long run.
Sustainable development relies on ensuring economic prosperity while minimising environmental pres-
sures and avoiding over-exploitation of resources. An economy’s energy intensity is important in this respect
because it highlights progress in the decoupling of economic growth from environmental degradation.

Employment is essential for the well-functioning and competitiveness of economies. Rising employment
can help make society more inclusive by reducing poverty and inequality in and between both regions and
social groups. Apart from generating the income needed to achieve good living standards, paid work pro-
vides opportunities for meaningful engagement in society, promoting a sense of self-worth, purpose and
social inclusion. In contrast, high and persistent unemployment can lead to social exclusion, degradation of
individual skills and increased poverty, which in turn slows economic growth. Young people are particu-
larly vulnerable to weak economic conditions. Improving their education and employment opportunities is
key to social inclusion and the sustainability of our economic systems.

(%) A'low carbon economy’is an economy in which production and consumption processes emit little or no carbon dioxide.

() Recentimprovements in the methodological framework underlying the compilation of European System of Accounts (ESA 2010), which has been used
for data transmissions from September 2014, underlines the importance of this aspect by reclassifying expenditures on research and development
(R&D) from intermediate consumption to capital formation. See: Regulation (EU) No 549/2013 of the European Parliament and of the Council of 21 May
2013 on the European system of national and regional accounts in the European Union; further information on http://ec.europa.eu/eurostat/web/esa-
2010.
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How does the EU tackle socioeconomic development?

Socioeconomic development represents one of
the seven key challenges identified under the EU
Sustainable Development Strategy (EU SDS) (). The
policy imperative in this respect is the promotion
of a ‘prosperous, knowledge-rich, competitive and
eco-efficient economy, which provides high living
standards and full and high-quality employment
throughout the EU".

The Europe 2020 strategy (°) aims to tackle the short-
term challenges of the crisis and prepare the EU
economy for the coming decade. Under its priorities

of smart, sustainable and inclusive growth, the strat-
egy has set targets to increase EU expenditure on
R&D to 3% of GDP, increase energy efficiency by
20% and raise the employment rate of 20 to 64 year
olds to 75 % by 2020.

These targets are supported by the Europe 2020
strategy’s flagship initiatives ‘Innovation Union’ (%),
digital Agenda for Europe’ (’), "Youth on the Move' ¢,
‘An Agenda for New Skills and Jobs' (%), ‘An Industrial
Policy for the Globalisation Era’ ('°) and ‘Resource Effi-
cient Europe’ ().

Further reading on socioeconomic development

Eurostat (2015), Smarter, greener, more inclusive?
Indicators to support the Europe 2020 strategy: 2015
edition, Publications Office of the European Union,
Luxembourg.

Eurostat (2013), Individual employment, household
employment and risk of poverty in the EU: A decompo-
sition analysis, Publications Office of the European
Union, Luxembourg.

Eurostat (2013), Science, Technology and Innovation
in Europe: 2013 edition, Publications Office of the
European Union, Luxembourg.

European Commission (2011), Innovation Europe
Competitiveness Report, Publications Office of the
European Union, Luxembourg.

ILO (2015), Studies on growth and equity: An employ-
ment-oriented  investment  strategy for  Europe,
International Labour Office Research Department,
Geneva.

United Nations (2010), Analysing and measuring social
inclusion in a global context, United Nations, New York.

OECD (2008), Sustainable Development: Linking econ-
omy, society and environment, OECD Publishing, Paris.

(*) Council of the European Union (2009), Review of the EU Sustainable Development Strategy — Presidency report, 16818/09.

) Commission Communication (2010), Europe 2020 — A strategy for smart, sustainable and inclusive growth, COM(2010) 2020 final.

Innovation Union 2012 — Accelerating Change, COM (2013), 149 final.

growth in the European Union, COM(2010) 477 final.

©) Commission Communication (2013), Europe 2020 Flagship Innovation Union, COM (2010) 546 final; see also Commission Communication, State of

() Commission Communication (2010), A Digital Agenda for Europe, COM(2010) 245 final/2.
®) Commission Communication (2010), Youth on the Move: An initiative to unleash the potential of young people to achieve smart, sustainable and inclusive

°) Commission Communication (2010), An agenda for new skills and jobs: A European contribution towards full employment, COM(2010) 682 final.

19 Commission Communication (2010), An integrated industrial policy for the globalisation era, COM(2010) 614.
(") Commission Communication (2011), A resource efficient Europe — Flagship initiative under the Europe 2020 Strategy, COM(2011) 21.

Sustainable development in the European Union B


http://ec.europa.eu/eurostat/en/web/products-statistical-books/-/KS-EZ-14-001
http://ec.europa.eu/eurostat/en/web/products-statistical-books/-/KS-EZ-14-001
http://ec.europa.eu/eurostat/en/web/products-statistical-books/-/KS-EZ-14-001
http://ec.europa.eu/eurostat/documents/3888793/5857909/KS-RA-13-014-EN.PDF
http://ec.europa.eu/eurostat/documents/3888793/5857909/KS-RA-13-014-EN.PDF
http://ec.europa.eu/eurostat/documents/3888793/5857909/KS-RA-13-014-EN.PDF
http://ec.europa.eu/eurostat/documents/3930297/5969406/KS-GN-13-001-EN.PDF
http://ec.europa.eu/eurostat/documents/3930297/5969406/KS-GN-13-001-EN.PDF
https://ec.europa.eu/research/innovation-union/pdf/competitiveness_report_2013.pdf
https://ec.europa.eu/research/innovation-union/pdf/competitiveness_report_2013.pdf
http://www.ilo.org/global/publications/ilo-bookstore/order-online/books/WCMS_338674/lang--en/index.htm
http://www.ilo.org/global/publications/ilo-bookstore/order-online/books/WCMS_338674/lang--en/index.htm
http://www.un.org/esa/socdev/publications/measuring-social-inclusion.pdf
http://www.un.org/esa/socdev/publications/measuring-social-inclusion.pdf
http://www.oecd.org/insights/sustainabledevelopmentlinkingeconomysocietyenvironment.htm
http://www.oecd.org/insights/sustainabledevelopmentlinkingeconomysocietyenvironment.htm
http://register.consilium.europa.eu/pdf/en/09/st16/st16818.en09.pdf
http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=COM:2010:2020:FIN:EN:PDF
http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=COM:2010:0546:FIN:EN:PDF
http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=COM:2013:0149:FIN:en:PDF
http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=COM:2013:0149:FIN:en:PDF
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Real GDP per capita followed an upward long-term trend, increasing by 0.9 % per year on

average between 2000 and 2014. The EU economy shrank by 4.7 % between 2008 and 2009 @

as a result of the crisis but rebounded in the years after. Between 2009 and 2014 real GDP

per capita grew by 0.7 % per year on average, indicating a fragile recovery is under way. Long term
(since 2000)

Figure 1.1: Change in real GDP per capita, EU-28, 1996-2014
(% change on previous year)
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Source: Eurostat (online data code: tsdec100)

Real gross domestic product (GDP) per capita in the EU increased continuously at an average growth rate
of 2.2% per year between 1995 and 2007. This trend reversed with the start of the economic crisis in late
2008, and in 2009 a decline of 4.7 % was recorded. This was the strongest one-year drop of the past two
decades. More recent developments have been tentative. Between 2009 and 2011, real GDP per capita picked
up again, recording a moderate increase of 1.6 % per year on average. From 2011 to 2013, economic activity
contracted by 0.8 % over the two-year period before returning to positive growth in 2014.

Between 2000 and 2014 real GDP per capita grew by 0.9 % per year on average, following an upward long-
term trend. In the short term, since 2009, the average annual growth rate has been slightly lower at 0.7 % due
to the protracted effects of the economic crisis. It should be noted that real GDP per capita has developed
differently across EU Member States. Some economies, particularly the ones that had accumulated large
macroeconomic imbalances before 2008, have been more exposed to the effects of the crisis and experi-
enced larger dips in 2008 and 2009 as well as in 2012 and 2013, while others have been less affected.

Is economic recovery under way in the EU?

Decisive policy actions at national and European level in response to the crisis alleviated some of the
gravest short-term risks to the economy. These measures, including rescue packages for the most trou-
bled economies, counter-cyclical fiscal stimulus and banking sector support, brought about moderate eco-
nomic growth in 2010 and 2011 and helped improve confidence and financial conditions for sovereigns and
banks ('?). The moderate increase in economic activity in 2014 points towards a recovery. However, this is
likely to be slower and more fragile than typical cyclical adjustments due to the severity of the recent eco-
nomic slump. Certain negative factors stemming from the crisis, such as high debt, uncertainty and tight
financing conditions have been slow to recede and remain a drag on investment and domestic consump-
tion (*®). As a result, real GDP per capita slipped 0.7 % in 2011-2012 and remained subdued in 2013.

(*?) International Monetary Fund (2013), World Economic Outlook 2013: Hopes, Realities, Risks, p. 1.
(%) OECD (2014), Economic Outlook: Volume 2014/2, OECD Publishing, p. 18.
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Box 1.1: EU measures for tackling the economic crisis

The Stability and Growth Pact (SGP) is a rule-based
framework aimed at maintaining the stability of the
economic and monetary union. The SGP contains
two arms: the preventive arm seeking to ensure that
fiscal policy is conducted in a sustainable manner
and the corrective arm setting out the framework
for countries to take corrective action in the case of
an excessive deficit.

The macroeconomic imbalance procedure (MIP)
and the excessive deficit procedure (EDP) are
two key instruments of the EU economic govern-
ance framework. The MIP is intended to monitor the
build-up of persistent macroeconomic imbalances
and serves as an early warning system. The EDP is
a part of the SGP’s corrective arm and its main pur-
pose is to enforce compliance with budgetary disci-
pline. The EDP limits the budget deficit and public
debt of Member States on the basis of the following
thresholds enshrined in the Treaty: government defi-
cit within 3% of GDP and gross debt not exceeding
609% of GDP.

In December 2011, a reinforced SGP entered into
force with a new set of six legislative proposals for
economic and fiscal surveillance, known as the

'six-pack’. Two further Regulations for budgetary
surveillance were introduced in May 2013, the so-
called ‘two-pack’ (). The first Regulation requires
countries to present their draft budgets to the Euro-
pean Commission, which has the right to assess
and, if necessary, issue an opinion on them. The
second Regulation sets out explicit rules and pro-
cedures for enhanced surveillance of any euro area
country in distress.

Additionally, the EU adopted a number of recovery
packages as an emergency measure to protect the
worst affected countries from bankruptcy and thus
avoid the crisis spreading to other economies in the
region. Since 2010, financial assistance has been pro-
vided to a number of Member States, most notably
Greece, Ireland, Portugal and Spain (*). Stabilisa-
tion of the banking sectors of the most afflicted
countries was another important step in tackling
the crisis. This was achieved through a series of EU/
IMF support programmes for recapitalisation and
restructuring of crisis-hit banks including debt guar-
antees, equity injections and asset purchases. These
measures have been crucial for preserving financial
stability across Europe by preventing liquidity from
seizing-up in the economies worst hit by the crisis.

Growth prospects turn positive but moderate

The EU is expected to gradually return to growth over the next few years, according to European
Commission forecasts, reinforced by substantial improvements in the public finances, stronger domestic
demand, lower oil prices and quantitative easing in the euro area (*). The benefits of the necessarily tighter
fiscal stance have started to show effect with debt-to-GDP levels falling in 2014 (). Overall improvement in
public finances since 2011, especially in the countries which had some of the largest imbalances, has allowed
the pace of fiscal consolidation to slow, reducing pressure on public and household spending.

As the recovery gains ground and confidence returns to the market, investment conditions are expected to
improve, especially in the private sector which declined sharply between 2008 and 2011. Business invest-
ment is a key driver of domestic demand and is important for restoring economic growth in periods of
recovery. Although still low, business and household spending are set to rise gradually and support growth
as the effects of the crisis recede. As a result, annual GDP growth is expected to accelerate to 1.8 % in 2015
and 2.1% in 2016 (*®).

How GDP growth varies between Member States

Economic growth was positive in all EU Member States between 2000 and 2007, before the economic and
financial crises aggravated market conditions. The strongest average annual growth rates were observed
in some central and eastern EU Member States, namely Latvia (10.3 %), Estonia (8.4 %), Romania (7.4 %),
Bulgaria (6.6 %) and Slovakia (6.2 %). In contrast, real GDP per capita in some Member States grew by less

(") Information on specific measures under the 'six-pack’ and ‘two-pack’: http://ec.europa.eu/economy_finance/articles/governance/2012-03-14_six_
pack_en.htm

(") For more information on financial assistance programmes to EU Member States see the dedicated section on the European Commission website.

(%) European Commission (2015), European Economic Forecast Spring 2015, p. 10.

(") Id., p. 5.

(%)
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than 2% per year on average. The lowest growth rates were observed in Italy (0.7 %), Portugal (0.9 %) and
France (1.1 %).

By 2014 growth stabilised in most Member States, but the drag on economic activity has lingered longer
in some southern EU economies. The strongest decline in real GDP per capita between 2007 and 2014 was
observed in Greece, Cyprus and Italy. These countries either had unsustainable pre-crisis balance sheets or
were strongly affected by a real estate property bubble. Even in countries that did not accumulate external
imbalances, such as Germany, economic growth deteriorated as a result of shrinking EU export demand
and business uncertainty (**).

Economies of central and eastern Member States, which had more stable balance sheets before the cri-
sis, grew more strongly between 2007 and 2014, despite the spill-over effects of more troubled economies.
Poland performed exceptionally well and was the only EU economy to maintain economic growth during
the crisis and thereafter. Between 2007 and 2014, Poland and Bulgaria had the fastest average growth rates
per year (3.1 % and 2.0 % respectively), followed by Lithuania (1.9 %), Romania (1.8 %) and Slovakia (1.7 %).

Figure 1.2: Change in real GDP per capita, by country, 2000-2014, 2000-2007 and 2007-2014
(average annual change in %)
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EU trends in GDP compared with other countries in the world

Moderate growth has returned to the EU and other major economies as the effects of the global crisis have
slowly started to recede (*). However, economic performance has diverged across regions and recovery
is expected to remain uneven. Among the advanced economies, growth in the United States has gained
ground and is expected to remain strong due to improved domestic demand and lower energy prices (*).
Japan has experienced a weaker recovery from the economic recession due to reduced domestic demand
and private investment (**). However, the economy is expected to start growing again in 2015 and 2016.
Regarding emerging market economies, growth rates have been significant in China, India and Indonesia.
In contrast, GDP has contracted in Russia due to falling oil revenues and political tensions, and remained
weak in Brazil and South Africa.

("*) European Commission (2012), European Competitiveness Report 2012: Executive Summary, p. 5.
(%) OECD (2014), Economic Outlook, Volume 201472, OECD Publishing, p. 18.

(%) European Commission (2015), European Economic Forecast Spring 2015, p. 138.

(3 1d., p. 140.
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Economic recovery has been slower in the EU than in other advanced economies. It is expected to remain
weak largely due to the protracted effects of the euro area crisis, unfavourable investment climate and slow
implementation of reforms. Nonetheless, the EU remains the world’s largest economy in terms of GDP (bil-
lion US dollars). In 2013, the 28 EU Member States together produced a GDP of 17.96 trillion US dollars, fol-
lowed by the United States, China and Japan. EU living standards, as measured by GDP per capita, remain
among the highest in the world, surpassed by Australia, the United States, Canada and Japan.

Figure 1.3: The EU compared with other economies in the world, 2013 (')
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What lies beneath this indicator?

Growth in GDP per capita helps create jobs and generates additional economic resources for long-term
investment. However, if it relies on using more natural resources, it puts pressure on the environment and
reduces future consumption possibilities. By contrast, tapping into alternative sources of growth such as
technological innovation or advancing education and human skills could break this link by decoupling
environmental pressures from economic growth (**).

Real GDP per capita is calculated as the ratio of real GDP to the average population in a specific year. As a
measure of average real income, it is often used as an indicator of how well off people are in a given country.

GDP is a measure of economic activity. It refers to the value of total output of goods and services produced
by an economy within a certain period of time, less intermediate consumption, plus net taxes on products
and imports. It can be measured in three ways: output, expenditure or income. On the expenditure side,
GDP is comprised of private final consumption, government final consumption, gross fixed capital forma-
tion, changes in inventories, and net exports (the difference between imports and exports of goods and
services).

Although per capita income is widely used as a proxy for prosperity, it is not a full measure of well-being.
It does not account for some social issues, such as the equality of income distribution or the value of non-
market services (such as household labour or voluntary work) relevant for individual well-being.

(%) OECD (2012), Environmental Outlook to 2050: The Consequences of Inaction, p. 52.
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Investment

Investment in the EU fell by almost two percentage points in the long-term period

from 2002 to 2014. This was largely due to a sharp fall in private investment caused by

the unfavourable effects of the economic crisis. In the short term, from 2009 to 2014, 0‘

government investment also declined as a result of fiscal consolidation efforts, which drove
total investment down further.

Long term
(since 2002)

Figure 1.4: Investment by institutional sector, EU-28, 2002-2014
(% of GDP)
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The share of GDP used for total investment in the EU has closely followed the economic cycle. Between 2002
and 2007 investment grew continuously, reaching a peak of 23.0 % of GDP in 2007. Since the economic crisis
of 2008, however, the indicator has followed a downward trend. Over the long-term period between 2002
and 2014, it fell by almost two percentage points, from 21.7 % to 19.8 %. This was mostly due to a steep fall
in business investment in 2009, although a decline in household investment also contributed. Total invest-
ment was further reduced by a decline in government investment between 2009 and 2014.

Figure 1.5: Total investment, by country, 2000 and 2013
(% of GDP)
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How investment varies between Member States

Total investment had been improving in most EU countries before the crisis. Romania, Latvia and Estonia
were the strongest performers, increasing their investment as a share of GDP by ten or more percentage
points between 2000 and 2007. However, as a result of the crisis total investment was halved in Cyprus,
Greece and Ireland and was strongly reduced in Spain and Portugal. Loss of investor confidence was also
strong in Slovakia, Lithuania and Latvia.

The crisis hit private investment hardest

The slump in total investment during the economic downturn was not a surprise because investment expend-
iture is normally a highly cyclical and volatile component of GDP. A series of negative economic events — the
collapse of property bubbles, the financial and sovereign debt crises, the related economic recession, and
uncertainty about the euro’s future — dampened business and consumer confidence (**). As a result, house-
hold and business investment declined to unprecedented levels across the EU between 2007 and 2013.

In fact, private investment was the hardest-hit component of the EU’s GDP during the economic down-
turn (*). As lending standards tightened and a fall in asset prices reduced consumer wealth, households
saved money instead of spending it on durables and housing (**). Business investment, in addition to the
high economic uncertainty and a large decline in growth expectations, was also affected by reduced access
to financing in the form of tightened credit conditions. This was especially the case for small and medium-
sized enterprises (¥').

Government investment remained stable or slightly improved in the majority of Member States between
2008 and 2010. This was a direct result of countercyclical fiscal measures widely used in response to the eco-
nomic crisis. However, in 2013 ambitious fiscal consolidation programmes led to government investment
falling to unprecedented levels in Ireland, Cyprus and Spain, and to levels that were lower than in 2007 in
the majority of Member States.

Box 1.2: The EU Investment Plan

The European Commission has launched an Invest- e The mobilisation of at least EUR 315 000 million
ment Plan for 2015-2017 (*®) to accelerate short-term over 2015-2017, utilising public resources and
economic recovery and boost long-term growth encouraging private investment.

in the EU. The plan envisages measures for improv-
ing the investment climate and the effective use
of strained public resources at the EU and national
levels. Co-operation with Member States is deemed ¢ Measures to improve the predictability of the reg-
crucial for pushing forward with necessary structural ulatory environment and to remove investment
reforms and exercising fiscal discipline. At the plan’s barriers.

core are three mutually reinforcing strands:

» Targeted initiatives to ensure investment matches
the needs of the real economy.

EU investment trends compared with other countries in the world

The private investment crisis brought on by the economic downturn is not an exclusively EU phenomenon.
Other major economies, including the United States and Japan, experienced a comparable contraction in
private investment. However, in these two countries increased private consumption moderated the negative
impact that this had on growth (¥). Furthermore, in line with the EU’s expansionary policy in response to
the economic and financial crisis, most major economies around the world embarked on unprecedented
stimulus packages, ranging from 6 % of GDP in the United States to 12 % in China (*).

(*) For indicators on confidence see the designated section in the Eurostat database: Confidence indicators by sector.
(*) McKinsey Global Institute (2012), Investing in Growth: Europe’s next challenge, p. 11.

(%) European Commission (2009), Economic crisis in Europe: Causes, Consequences and Responses, p. 24.

(%) See footnote 25, p. 4.

(%) European Commission (2013), An Investment Plan for Europe, COM(2014) 903 final.

(%) See footnote 25, p. 15.

(39 ILO (2011), A Review of Global Fiscal Stimulus, p. 2.
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What lies beneath this indicator?

Investment as a percentage of GDP represents spending that enhances an economy’s productive capac-
ity. This has an impact on living standards in the medium and long term. The acquisition of capital goods
can encompass, among other things, energy and transport infrastructure, industrial and service facilities,
eco-innovative technologies, and education and research and development (R&D). Long-term investment
that is economically, environmentally and socially sound is crucial for supporting sustainable growth. This
indicator accounts for the share of GDP that is used for gross investment (rather than, for example, for con-
sumption or exports). It is defined as total gross fixed capital formation (GFCF) expressed as a percentage
of GDP, for the public and private sectors.

W Sustainable development in the European Union 49




50

Long term
(since 2003)

s

Short term
(since 2008)

Socioeconomic development

Per capita gross disposable income of households in the EU increased by 24 % over the
long-term period from 2003 to 2013. Short-term developments from 2008 to 2013 have
also been positive at the EU level although some gains were reversed by the economic
crisis. Households in crisis-hit Member States have experienced a marked deterioration in
their position.

Figure 1.6: Real adjusted gross disposable income of households per capita, EU-28, 2003-2013 (')
(Purchasing power standards (PPS))
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Real adjusted gross disposable income of households per capita refers to the income available to households
for spending and saving after paying taxes. It includes social benefits and social transfers in kind (goods and
services provided by the government, such as education and healthcare).

In the long run, disposable household income per capita in the EU expressed in purchasing power standards
(PPS) has increased markedly, from 16 366 PPS in 2003 to 20 307 PPS in 2013. Progress was slower in the
short run, from 2008 to 2013, due to effect of the economic crisis on labour market conditions and social
spending. This short-term slowdown in growth has put more people at risk of poverty and social exclusion
and has increased the share of long-term unemployed (see the ‘Social inclusion’ chapter on p. 111).

How disposable income varies between Member States

In 2013, Germany and Austria had the highest disposable household income per capita in the EU, followed
by France, Sweden and Belgium. Central and eastern EU Member States dominated the lower end of the
spectrum. In Romania, Latvia and Croatia disposable household income per capita in 2013 was less than
half that of Germany. However, some central and eastern EU Member States have been catching up with
the rest of Europe in terms of income levels. Notably, in Lithuania, Slovakia, Latvia, Poland and Estonia
disposable income per capita increased by more than 50% and in Romania by more than 100 % over the
period from 2003 to 2013.
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Figure 1.7: Real adjusted gross disposable income of households per capita, by country, 2003 and
2013 (1)
(Purchasing power standards (PPS))
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Source: Eurostat (online data code: tec00113)

What impact did the crisis have on the material well-being of households?

Disposable household income deteriorated in a number of EU Member States with the start of the economic
crisis. Households in Greece experienced by far the strongest decline between 2008 and 2013 (- 22.8 %),
followed by Cyprus (- 13.8 %), Ireland (- 5.1 %) and the Netherlands (- 5.0 %). The steep decline was largely
due to increased unemployment, reductions in working time and earning, falling income from capital and
other sources (*').

A scaling up of social protection schemes partially cushioned households from the immediate effects of the
crisis. Benefit payments were increased automatically and additional fiscal stimulus was provided for vul-
nerable groups of the population (*). Social payments were increased in Ireland and Cyprus, for example,
and tax reductions were introduced in most Member States (*3).

However, from 2010 onwards fiscal stimulus measures were discontinued due to growing concerns over
rising sovereign debt and fiscal deficits. Instead, governments focused on lowering public expenditure by
reducing social payments (**). As a result, Member States that introduced some of the boldest cuts in social
expenditure (such as Greece, Ireland, Portugal and Spain), have seen drops in household disposable income
and crippling domestic demand.

What lies beneath this indicator?

Households use disposable income to cover living expenses, make purchases and save for the future. Itis an
important means for achieving higher living standards and for gaining access to quality education, health

(") ILO (2014), World Social Protection Report 2014/15: Building economic recovery, inclusive development and social justice, International Labour Office, Geneva,
p.133.

(?)1d., p.132.

(%) Eurostat (2012), Statistics in focus 35/2012, Income per capita varied by a factor of 4 across EU countries, p. 2.

(*%) See footnote 31, p. 134.
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care and housing (*). Changes in real disposable income strongly affect household spending on goods and
services. Expectations about future changes in taxes and welfare payments also play a role in consumers’
spending decisions. Tax rises and reductions in benefit payments lower the income available to households.
Higher inflation also undermines the level of disposable income available to households in the case when
prices rise faster than wages.

Disposable household income mainly consists of payments received in the form of salaries and wages, social
transfers and net property income. It excludes taxes paid. Adjusted disposable income improves the com-
parison of income levels across countries by also considering the provision of social transfers in kind (goods
and services financed by the government, for example, in health and education). The indicator is expressed
in purchasing power standards to allow for comparison across countries.

(*) For more information see: OECD Better Life Index, Income.
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The household saving rate in the EU fell moderately in the long term between 2000 and
2014. In the short term between 2009 and 2014 the indicator dropped by more than two
percentage points, offsetting a swift increase between 2007 and 2009. 00
. . Long term
Figure 1.8: Household saving rate, EU-28, 1999-2014 (since 2000)
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Source: Eurostat (online data code: tsdec240)

The EU household saving rate climbed to 12.7 % in 2001 as financial distress from the economic slump of
the early 2000s took its toll on consumer spending. This was followed by a prolonged, steady decline in the
saving rate between 2002 and 2007, possibly driven by a combination of low interest rates and low and stable
inflation, boosting customers” demand for credit.

Household savings started to pick up again in late 2008, due to the start of the economic crisis, and reached
a decade-high of 13.0 % in 2009. This is not a surprise because the household saving rate is in general sensi-
tive to uncertainty over the economy and interest rates. Since 2010 household savings have continuously
fallen, reaching a record low of 10.5 % in 2014.

As a result of the gradual decline between 2000 and 2007 and the steep fall since 2010, the indicator has
developed unfavourably both in the long term (since 2000) and in the short term (since 2009). The short-
term decline of more than 2.5 percentage points has been more substantial compared with the long-term
fall of 1.4 percentage points. It should be noted that low levels of household savings are not necessarily
undesirable in times of economic recession. Running down savings during a downturn indicates higher
spending, which helps restore economic stability. Therefore, the drop in the indicator should be interpreted
with caution in view of the recent economic slump in the EU.

Although household spending is expected to increase in the EU with the improvement of economic condi-
tions and the subsequent increase in real disposable income, there is a chance that the household saving rate
could increase moderately in 2015 (*°). At the same time, savings are not likely to increase by much due to
downward pressure from relatively low interest rates, improved labour markets and less uncertainty.

How household saving rates vary between Member States

In 2013, the saving rate of households across the EU Member States ranged from the negative (- 7.6 % in
Cyprus and —4.0 in Latvia) to 18.1% in Sweden. Negative saving rates in Cyprus and Latvia indicate that
on average households in these countries spent more than their regular income and financed the difference

(%) European Commission (2015), European Economic Forecast Spring 2015, p. 30.
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through credit, selling assets or running down cash and deposits. Average household saving rates were also
low in Lithuania (2.2 %), the United Kingdom (6.4 %) and Denmark (6.7 %). The other end of the spectrum
was dominated by a number of northern and western EU Member States with household saving rates well
above the EU average (18.0 % in Sweden, 16.3 % in Germany, 14.7 % in France and 14.7 % in the Netherlands).

The majority of Member States experienced a reduction in household saving rates between 2000 and 2013.
The strongest decline occurred in Cyprus (- 17.8 percentage points), whereas in Sweden and Ireland the
indicator increased by 11.3 and 9.5 percentage points respectively.

Before the economic crisis of 2008, household saving rates across the EU were converging (7). However,
they started to diverge as the recession took hold. Countries that were hard hit by the crisis, in particular
those with housing bubbles, experienced strong reductions.

Variations across countries could be the result of a combination of factors, including differences in income
tax rates, inflation rates, pension systems, stock and housing prices, and real interest rates, among others.

Figure 1.9: Household saving rate, by country, 2000 and 2013
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Source: Eurostat (online data code: tsdec240)

What lies beneath this indicator?

The household saving rate comprises the largest part of an economy’s total savings, so it is essential for
the allocation of an economy’s financial resources. The household saving rate represents the proportion of
household disposable income that is not spent on final consumption and can instead be invested. In the
short term, household savings help to cushion economic fluctuations by allowing households to smooth
their consumption over time, responding to big changes in their income. In the long term, the household
saving rate is a key determinant of an economy’s potential growth and capacity to invest in productive,
natural and human capital for future generations.

The gross household saving rate is calculated as gross savings divided by gross disposable income. The latter
is adjusted for the change in the net equity of households in pension funds reserves. A negative savings rate
indicates that a household spends more than it receives in the form of regular income. The difference could
be financed through credit (increasing debt), sales of assets (financial and non-financial), or by running
down cash and deposits.

(*) Gregorini, F. and Akritidis, L. (2014), Households in Europe in years of economic crisis, NTTS Conference, Brussels 11 March, 2014.
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Output per hour worked in the EU increased by 15 % in the long term between 2000 and
2013. In the short term, some productivity gains were reversed by the economic crisis but
since 2010 the indicator has returned to an upward path.

Long term

Figure 1.10: Labour productivity per hour worked, EU-28, 2000-2013 (since 2000)
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The output of workers per hour worked (labour productivity) in the EU increased continuously between
2000 and 2007. This trend was interrupted by the start of the economic crisis in 2008 and the following
deterioration of economic conditions. As a result, labour productivity in the EU fell from EUR 31.3 per hour
worked in 2007 to EUR 30.7 in 2009. A slowdown in productivity during crises could reflect weak invest-
ment under conditions of high economic uncertainty, resulting in slow capital accumulation (*). Weak
productivity could also result from companies retaining labour during the downturn, leading to underuse
of labour and spare capacity (**).

In 2010, labour productivity rebounded to its pre-crisis level and continued to grow in the following years,
albeit at a very low rate. In 2013, output per worker increased to EUR 32.1 per hour against the backdrop of
a slow economic recovery. During an economic rebound, productivity initially rises as firms increase the
work intensity of employees instead of hiring new workers. However, as firms start taking on more workers
this boost in productivity is likely to level off.

How labour productivity varies between Member States

Almost all Member States benefited from increased labour productivity between 2000 and 2013. The only
exception was Luxembourg where productivity fell marginally. Improvements in labour productivity were
most pronounced in Latvia (100 %), Lithuania (89.3 %), Romania (86.7 %), Estonia (62.9 %) and Slovakia
(61 %). This could be the result of more efficient use of labour or the accumulation of physical and human
capital (*°). It could also be due to a larger shift from industries and economic activities with low produc-
tivity levels to ones with higher levels, even if the activities have not become more productive themselves.

(*%) European Commission (2010), European Economic Forecast, Autumn 2010, p. 48.

(*) Among other factors, this might have been caused by the rigid employment protection legislations in many Member States, increasing labour market
inflexibility and substituting layoffs with work-sharing and reduced working hours.

(*) ILO (2014), Key Indicators of the Labour Market, 8th edition, p. 111.
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Considerable differences in productivity can be observed across Europe. In 2013, Luxembourg and Denmark
had the most efficient workers, producing an output of more than EUR 50 per hour. At the other end of the
spectrum, labour productivity in 11 Member States was under EUR 20 per hour. The large divergence in
productivity rates within the EU has been identified as an important structural weakness and one of the
underlying causes of the economic crisis. Internal and external structural adjustment programmes, such
as improving export performance and limiting unsustainable residential investments, are taking place in
Ireland, Greece, Spain, Cyprus, Portugal and Slovenia. Wage growth in these countries did not match pro-
ductivity gains before the crisis. These measures were introduced to rebalance labour productivity, boost
competitiveness and improve economic performance (*').

Figure 1.11: Labour productivity per hour worked, by country, 2000 and 2013
(EUR per hour worked)
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Source: Eurostat (online data code: tsdec310)

What lies beneath this indicator?

Labour productivity, as a major source of economic growth, is a key determinant of the future competitive-
ness and prosperity of the EU economy as well as its population’s living standards. Technological innova-
tions, together with improvements in organisation and physical and human capital (health and skills),
are some of the main factors contributing to productivity gains. In the framework of the Europe 2020
strategy fostering an innovative and knowledge-based society is seen as a major route to increasing labour
productivity.

Labour productivity per hour worked is a measure of real output (GDP deflated) generated per unit of
labour (measured by the total number of hours worked). It is an indication of the efficiency with which
labour inputs enter into the production of goods and services.

(*) European Commission (2013), European Economic Forecast, Spring 2013, p. 25.
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In 2013, ten Member States scored better than the EU average in terms of eco-innovation
activities.

Figure 1.12: Eco-innovation index, by country, 2010 and 2013
(index EU=100) (")
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Innovation in environmental technologies, products and services (eco-innovation) differs substantially
across the EU. In 2013, ten Member States performed better than the EU average in terms of eco-innovation
activities. Finland, Sweden and Germany received the highest scores, forming the group of ‘eco-innovation
leaders’ in the EU. However, these countries were not necessarily the best performers in terms of environ-
mental outcomes as a moderate correlation has been observed between a relatively high eco-innovation
score and material consumption and greenhouse gas emissions (*). At the other end of the scale, eco-
innovation was least prominent in Bulgaria, Poland, Cyprus and Slovakia.

What lies beneath this indicator?

Eco-innovation refers to the development of new or significantly improved products (goods and services)
or organisational practices that reduce the use of natural resources and decrease the release of harmful sub-
stances throughout the entire life cycle. It plays an important role in addressing environmental challenges
without compromising economic and social objectives. Besides its environmental benefits, eco-innovation
brings new products to the market, contributing to economic activity and job creation (**).

The eco-innovation index shows how well individual Member States perform in eco-innovation compared
with the EU average. It is based on 16 indicators in five areas: eco-innovation inputs, eco-innovation activi-
ties, eco-innovation outputs, environmental outcomes and socioeconomic outcomes (*4).

(*?) Eco-innovation Observatory (2013), Europe in Transition Paving the way to a green economy through eco-innovation, Annual report 2012, Executive

Summary.
(*¥) Eco-innovation Observatory (2011), Eco-Innovation Brief #1: Introducing eco-innovation: from incremental changes to systemic transformations.
(*) Eco-innovation Observatory (2011), Eco-Innovation Brief #3: The Eco-Innovation Scoreboard at a glance.
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R&D intensity in the EU rose by about 12 % between 2000 and 2013, mostly due to a boost
from the public sector during the crisis. A gap of almost one percentage point remains to be
090 closed by 2020 to reach the 3 % target.
Long term
(since 2000) Figure 1.13: Total R&D expenditure, EU-28, 1999-2013 ()
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Over the period 2000 to 2007 research and development (R&D) expenditure as a share of GDP (also referred
to as ‘R&D intensity’) was relatively stable in the EU, remaining at about 1.79 %. Despite the slowdown in
economic activity during the crisis, R&D intensity recorded a slight increase from 1.85 % of GDP in 2008 to
2.01% of GDP in 2013. Although R&D expenditure as a share of GDP has improved both in the long term
(since 2000) and short term (since 2008), much more rapid progress is needed to reach the Europe 2020 goal
of 3%. As of 2013, a gap of 0.99 percentage points remains to be closed.

Which sectors have boosted R&D expenditure since the start of the economic
crisis?

One reason for the increase in R&D intensity following the financial and economic crisis is the fact that
GDP has fallen more rapidly than overall R&D expenditure (*°). Additionally, individual Member States
have acted to boost public R&D spending to counteract the effects of the crisis and stimulate economic
growth (*6). Between 2008 and 2009, government sector expenditure on R&D in the EU grew faster than
the private non-profit sector and slower than higher education. In contrast, R&D expenditure in the busi-
ness sector declined over the same period. However, business spending on R&D recovered in 2010 and has
continued to grow. In 2012, the top European companies increased investment in R&D by 6.3 % compared
with the previous year (/).

(#) European Commission (2013), Innovation Union Competitiveness Report 2013, p. 17.
(*) European Commission (2011), Innovation Union Competitiveness Report 2011, p. 65.
() European Commission (2013), EU R&D Scoreboard, The 2013 EU Industrial R&D Investment Scoreboard, p. 7.
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Box 1.3: How does the EU foster R&D expenditure?

Within the framework of the Europe 2020 strategy  and jobs. To this end, raising combined public and
and its ‘Innovation Union’ flagship initiative, the EU  private investment levels in the R&D sector to 3% of
aims to improve framework conditions and access ~ GDP has been made one of the five headline targets
to finance for research and innovation to help turn  of the Europe 2020 strategy.

ideas into products and services that create growth

How R&D expenditure varies between Member States

R&D expenditure as a share of GDP varied between 0.39 % and 3.31 % across the EU in 2013. Scandinavian
countries, in particular Sweden and Denmark, as well as Finland, spent more than one percentage point
more on R&D than the EU average. Out of this group, however, only Denmark managed to reach its
national target under the Europe 2020 framework (*)). At the other end of the spectrum, in ten Member
States, mostly in the eastern and southern part of Europe, R&D expenditure was less than 1.0% of GDP.
Many Member States recorded a substantial increase in R&D intensity after the economic crisis. This was
not only a result of slower GDP growth, but also reflected government efforts to support economic recovery
and long-term growth by boosting public and private R&D investment.

Figure 1.14: Total R&D expenditure, by country, 2000 and 2013
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Source: Eurostat (online data code: tsdec320)

(*) The national Europe 2020 targets for R&D expenditure as a share of GDP are 3% for Denmark and 4% for Finland and Sweden.
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EU trends in R&D expenditure compared with other countries in the world

Despite the distance to the 3 % target set out in the Europe 2020 strategy, in 2012 the EU (2.01 %) was among
the six best performers in the world concerning R&D expenditure as a share of GDP. According to Eurostat
and UN data (*°), South Korea was at the forefront (4.04 %), followed by Israel (3.93 %), Japan (3.38 %) the
United States (2.81 %), Iceland (2.49 %) and Singapore (2.10 %) (*°). Canada and Russia were behind the EU
with R&D levels of 1.73 % and 1.13 % respectively. Regarding the business sector, the top European compa-
nies increased R&D investment by 6.3 % in 2012, which was above the world average (6.2 %) but below the
growth by US firms (8.2 %) (*'). The strong R&D performance of European businesses was largely driven by
Germany, especially in the automobile sector.

What lies beneath this indicator?

R&D contributes to a well-functioning economy by fostering knowledge and know-how which translate
into new ideas for products, procedures and services. An innovative economy helps companies grow and
maintain their competitive advantage in the market, resulting in economic growth and more jobs. The EU
population’s well-being also depends on scientific and technical solutions to global societal challenges such
as climate change and population ageing. The indicator measures gross domestic expenditure on research
and experimental development (GERD) as a proportion of GDP. GERD includes R&D expenditure within
higher education, government, business enterprise and the private non-profit sector.

(*) Data for Canada, Israel and Singapore are retrieved from UN Data.
(*) 2011 figures for South Korea, Japan and Iceland.
(*") European Commission, EU R&D Scoreboard, The 2013 EU Industrial R&D Investment Scoreboard, p. 5.
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Energy intensity in the EU dropped by 15.9 % over the period 2002 to 2013 as a result of
absolute decoupling of energy consumption from economic growth.

Figure 1.15: Energy intensity of the economy, EU-28, 2002-2013
(index 2002 = 100)
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Energy intensity — the energy used to produce one unit of economic output — has declined substantially
over the past decade. Between 2002 and 2013 energy consumption in the EU fell by 5.4 %, whereas GDP
grew by 12.4%. As a result, energy intensity recorded a drop of 15.9 % over the same time period, indicating
absolute decoupling of energy consumption from economic growth.

Decoupling energy consumption from economic growth is essential for reconciling economic and environ-
mental goals. A decrease in energy intensity can be observed both in the presence of absolute decoupling
(energy consumption falls despite economic growth) and relative decoupling (energy consumption grows
at a slower pace than economic growth).

Energy intensity remains responsive to swings in economic cycles

Energy intensity tends to follow the economic cycle. Between 2003 and 2008 energy intensity in the EU
steadily declined, mostly because GDP was growing at a faster rate than gross inland energy consumption
(relative decoupling). During the economic downturn, from 2008 until 2009, GDP contracted but energy
consumption was also reduced due to suppressed consumption and production. As a result energy inten-
sity continued to fall (- 1.2 %). The rebound in economic growth in the EU in 2010 (+2.0 % compared with
2009) was accompanied by a surge in energy consumption (+ 3.8 % compared with 2009). As a result, energy
intensity increased for the first time since 2003, by 1.8 % between 2009 and 2010. However, energy intensity
in the EU fell substantially by 6.7 % during the next three years as energy consumption fell rapidly while
GDP continued to grow. This indicated an absolute decoupling of energy consumption from GDP growth.

The 15.5% reduction in energy intensity over the past decade has been influenced by improvements in
energy efficiency (both in terms of final consumption and power generation) and a shift to renewable
energy sources in the power generation mix. The rise in eco-efficiency, which is reflected in reduced energy
intensity, has also resulted from structural economic changes within the EU. These include the transition
towards a more service-based economy and less energy-intensive and higher value-added industries (*2).

(*?) European Environmental Agency (2012), Total primary energy intensity (CSI 028/ENER 017).
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Box 1.4: How does the EU foster eco-efficiency?

Although no quantified target for energy inten-
sity has been adopted, eco-efficiency is strongly
promoted within the Europe 2020 strategy. Two of
the strategy’s objectives, also translated into head-
line targets, involve improving energy efficiency by
20% and increasing the share of renewables in final
energy consumption in the EU to 20 % by 2020.

On 25 October 2012, the EU adopted the Directive
2012/27/EU on energy efficiency (*3). This establishes
a common framework of measures for the promo-
tion of energy efficiency within the Union in order
to ensure the achievement of the EU’s 2020 head-
line target on energy efficiency and to pave the way
for further energy efficiency improvements beyond

that date.

What lies beneath this indicator?

The indicator on total energy consumption helps identify the extent to which the EU economy has man-
aged to decouple energy consumption and economic growth. But as well as energy intensity, eco-efficiency
should be monitored alongside other environmental indicators such as CO, emissions or the share of
renewables in domestic energy production. This is because the overall environmental impacts of economic
activity depend on the total amount of energy consumption and the mix of fuels and technologies used in
energy production.

Total energy intensity is measured as the ratio between the gross inland consumption of energy and GDP.
Energy consumption encompasses the consumption of various fuel types including solid fuels, liquid fuels,
natural gas, nuclear and renewables.

(%) http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=0J:L:2012:315:0001:0056:EN:PDF
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The EU employment rate increased by 2.5 percentage points in the long-term period
between 2002 and 2014. The indicator improved only marginally in the short term between
2009 and 2014 due to the unfavourable effects of the economic crisis on labour markets.
Overall progress has been slow and a gap of five percentage points remains to the Europe
2020 employment target of 75 %.

Figure 1.16: Total employment rate, EU-28, 2002-2014
(% of age group 20 to 64 years)
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Source: Eurostat (online data code: tsdec410)

The share of persons aged 20 to 64 in employment in the EU increased steadily between 2002 and 2008,
reaching a peak of 70.3 % in 2008. This trend reversed with the start of the economic crisis. The indicator
followed the economic cycle with the usual time-lag as adjustments in the labour market took longer to
respond to changes in aggregate demand (**). In 2009, the economic crisis fully hit the European labour
market, bringing the employment rate back to the 2006 level of 68.9 %.

In 2010 the employment rate continued to fall, before coming to a standstill at about 68.4% where it
remained until 2013. Between 2010 and 2013 the EU economy experienced jobless growth as most GDP
growth was driven by increases in productivity and hours worked rather than employment (*°). In 2014,
employment picked up for the first time since the start of the crisis, reaching 69.2 %. However, because of
labour market stagnation in the post-crisis years, the EU does not seem to be on track to reach its Europe
2020 employment target of 75 %.

Box 1.5: How does the EU foster employment?

Within the framework of the Europe 2020 strategy
the EU adopted the headline target of raising the
employment rate for women and men aged 20 to 64
to 75%. This should include greater participation of
young people, older workers and low-skilled workers
and better integration of legal migrants. This goal is
supported by the employment package, which aims
to create more and better jobs throughout the EU.

The strategy’s employment priority theme is further
supported through several flagship initiatives. ‘Youth

on the Move' aims to improve the performance of EU
education systems and help integrate young people
into the labour market. The EU employment pack-
age ‘Towards a Job Rich Recovery’ calls for a better
monitoring of skills and needs and a ‘close coopera-
tion between the worlds of education and work'.
Finally, ‘An Agenda for New Skills and Jobs' puts
forward reforms aimed at improving flexibility and
security in the labour market, increasing the match
between skill supply and labour market needs, and
enhancing job quality and working conditions.

(**) European Commission (2012), Employment and Social Developments in Europe, p. 67.
() 1d., p.19.
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The gender employment gap is shrinking

Although the employment gender gap in the EU has decreased substantially over the past decade, women
still tend to be less economically active than men. In 2014, the employment rate of women was still 11.5 per-
centage points lower than that of men.

A number of factors contribute to this trend. The most important is the time women spend on childcare and
other family responsibilities. This is especially the case in countries where childcare services are unafford-
able or absent. Furthermore, the longer women are out of the labour market or remain unemployed due to
care duties, the harder it becomes for them to find a job.

Nevertheless, between 2002 and 2014 the EU employment gender gap closed by more than five percentage
points. The strongest reduction occurred during the economic crisis, partly because traditionally male-
dominated industries, such as construction and automobile, were the most affected by the crisis ().

Figure 1.17: Employment rate, by sex, EU-28, 2002-2014
(% of age group 20 to 64 years)
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Source: Eurostat (online data code: tsdec420)

Employment rates are lower among youths and older people

Youths and older workers generally have lower employment rates than other age groups. In 2014, the
employment rate of young people aged 20 to 29 was nine percentage points below the EU’s total employ-
ment level (referring to the population aged 20 to 64). The employment rate of older workers aged 55 to 64
was even lower (17 % below the total employment rate). Nevertheless, employment of older workers has
increased continuously over time, rising from slightly below 40 % in 2003 to above 50 % in 2014, in line with
the Europe 2020 objective (see Box 1.5) (*”). In contrast, young people were less likely to be employed in 2014
compared with ten years earlier.

Does better educational attainment increase employability?

The level of education is an important factor for explaining the variation in activity and employment rates
between different labour groups. Employment rates generally increase with the level of educational attain-
ment. In 2014, 82.1 % of people with tertiary education were employed, which was significantly higher than
the EU average employment rate for the same year (69.2 %). In contrast, just slightly more than half (51.9 %)
of those with at most primary or lower secondary education were employed. The rate for workers with upper
secondary or post-secondary non-tertiary education was close to the EU average level at 70.1 %.

(*) European Commission (2009), Economic Crisis in Europe: Causes, Consequences and Responses, Directorate-General for Economic and Financial Affairs, p. 36.
(*7) For more information on the employment rates of older workers see the headline indicator for demographic change on p. 147.
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Socioeconomic development

Although the employment rates of different education subgroups have followed the same path over time,
people with lower education levels were more vulnerable to job losses during the 2008 economic crisis. This
is possibly due to the fact that sectors requiring lower qualification levels, such as the construction industry
in Spain, the UK and Ireland, were hit hardest by the economic downturn. Recognising the importance of
education for improving job market performance, the EU has adopted headline targets and policy measures
in the areas of education and employment as part of the Europe 2020 strategy (see Box 1.6).

How employment rates vary between Member States

There are substantial differences in the employment rates across the EU and the gap between the best and
the worst performing countries has increased since 2000. In 2014, employment rates in Sweden, Germany,
the United Kingdom, the Netherlands and Denmark exceeded 75%. In contrast, employment rates were
less than the EU average of 69.2 % in 15 Member States. The lowest end of the spectrum was dominated by
southern EU Member States, with Greece having the lowest average employment rate at 53.3 %, followed by
Croatia (59.2 %), Spain and Italy (59.9 % each). These low rates are likely to reflect differences in economic
development, demographic trends, labour market structures and policies across Member States, as well as
the asymmetric impact of economic shocks.

Figure 1.18: Total employment rate, by country, 2000 and 2014
(% of age group 20 to 64 years)
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Source: Eurostat (online data code: tsdec410)

What lies beneath this indicator?

Employment represents an essential cornerstone of socioeconomic development by fostering economic
prosperity, social inclusion and quality of life. Labour market participation is an important factor for
human well-being because it gives people the space and resources needed to achieve life goals and aspira-
tions. It also gives them a sense of purpose and allows them to engage meaningfully in society.

The employment rate is defined as the share of population aged between 20 and 64 in employment.
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Socioeconomic development

The share of young people not in employment, education or training (NEET rate) declined
slightly in the period between 2000 and 2014. The indicator reached a decade low of 10.9 %
in 2008, before increasing again until 2012 as a result of the economic crisis and the related
hike in youth unemployment.

Figure 1.19: Young people neither in employment nor in education or training (NEET rate), EU-28,
2002-2014 ()
(% of the population aged 15 to 24)
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Source: Eurostat (online data code: edat_Ifse_20)

In 2014, 12.4 % of young people aged 15 to 24 in the EU were not employed and were not receiving further
education or training (NEET rate). This exactly corresponds to the NEET rate of 2009 and it represents
a slight reduction compared with 2012, when the NEET rate reached 13.1 %. Although no change can be
observed in the short term between 2009 and 2014, the NEET rate fell slightly in the long-term period
between 2002 and 2014. Reductions were much stronger before the economic crisis of late 2008 and the
subsequent increase in the number of unemployed young people. Generally, in times of economic down-
turn youths tend to be among the most vulnerable groups on the labour market, along with migrants and
low-skilled workers (°%).

(*%) Eurostat (2015), Smarter, greener, more inclusive? Indicators to support the Europe 2020 strategy (2015 edition), Publications Office of the European Union,
Luxembourg, p. 46.
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Box 1.6: How does the EU tackle youth unemployment?

The flagship initiative "Youth on the Move' calls atten-
tion to the ‘unacceptably high” youth unemploy-
ment in the EU and the need to radically improve
the transition of young people to the labour mar-

« Raising the share of young people participating in
higher education or equivalent to keep up with
competitors in the knowledge-based economy
and to foster innovation.

ket to reach the 75% employment target set out
in the Europe 2020 strategy. The flagship initiative
addresses the challenges young people face in edu-
cation and training and in accessing the labour mar- e Urgently improving the employment situation
ket by focusing on four main lines of action (*°): of young people by facilitating the transition
from school to work and reducing labour market
segmentation.

o Promoting learning mobility through pro-
grammes and initiatives.

« Lifelong learning to develop key competences
and quality learning outcomes, in line with labour
market needs. This includes tackling the high lev-
els of early school leaving.

How NEET rates vary between Member States

In 2014, the share of young people aged 15 to 24 who were not in employment, education or training var-
ied between 5.0% and 22.1% across the EU. The lowest NEET rates were in the Netherlands, Denmark,
Luxembourg and Germany. At the other end of the spectrum, NEET rates were highest in some eastern and
southern EU Member States. In Italy and Bulgaria every fifth person or more in the 15 to 24 year age group fell
into the NEET category. Both countries generally have high shares of early leavers from education and train-
ing (*°) and low employment rates ('), which increases the risk of young people being excluded from the labour
market. NEET rates decreased in the majority of EU Member States between 2000 and 2014. The strongest
improvements were in Bulgaria, Slovakia and Malta, where NEET rates fell by more than ten percentage points.
In contrast, Cyprus, Spain, Portugal and other crisis-hit economies have seen rising NEET levels since 2008.

Figure 1.20: Young people neither in employment nor in education or training (NEET rate), by
country, 2000 and 2014
(% of the population aged 15 to 24)
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(*) European Commission (2010), Youth on the Move: An initiative to unleash the potential of young people to achieve smart, sustainable and inclusive growth in
the European Union, COM(2010) 477 final, Brussels, p. 3f.

(%) Eurostat (2015), Smarter, greener, more inclusive? Indicators to support the Europe 2020 strategy (2015 edition), Publications Office of the European Union,
Luxembourg, p. 107.

@) 1d., p.31.
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Socioeconomic development

What lies beneath this indicator?

The indicator on young people neither in employment nor in education and training (NEET rate) provides a
broad measure of the untapped potential of young people who could otherwise be contributing to national
development. Young people falling within the NEET category are neither investing in their skills nor gain-
ing work experience, putting them at risk of labour market and social exclusion. As a result, they are also
more likely to depend on benefits. Low educational attainment, disability or a migration background are
some of the key determinants of young people entering the NEET category (**). Improving youths’ educa-
tional attainment and qualifications is of utmost importance for increasing their employability and reduc-
ing the risk of long periods of inactivity.

The NEET rate provides information on the share young people aged 15 to 24 who are not in employment
and are not receiving further education or training.

(%) European Commission (2012), Employment and Social Developments in Europe 2011, Directorate-General for Employment, Social Affairs and Inclusion,
Publications Office of the European Union, Luxembourg, p. 28.
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The EU unemployment rate increased by 1.3 percentage points between 2000 and 2014.
This was due to a steep increase of more than three percentage points between 2008
and 2014. 09
. Long term
Figure 1.21: Total unemployment rate, EU-28, 2000-2014 (since 2000)
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Source: Eurostat (online data code: tsdec450)

The unemployment rate in the EU has increased by 1.3 percentage points in the long term (since 2000),
largely due to a substantial short-term increase in joblessness since 2009. Between 2000 and 2005 the EU
unemployment rate was more or less stable at about 9%. Over the next three years, unemployment fell
steadily, reaching a decade low of 7.0 % in 2008.

The economic crisis that took hold of the European economy in 2008 first hit the labour market in 2009.
This reflects the normal delay with which labour markets respond to GDP fluctuations. As a result, between
2009 and 2013 the EU unemployment rate increased consistently, reaching a peak of 10.9% in 2013. This
upward trend reversed in 2014 when it fell slightly to 10.2% due to improved economic conditions and a
stronger labour market.

Youth unemployment and male unemployment affected most by the labour
market downturn

A closer look at the unemployment indicator shows that young people aged 15 to 24 have been more strongly
affected by labour market deterioration than other age groups. Between 2008 and 2013 youth joblessness
increased by 7.8 percentage points, before falling to 22.2 % in 2014. Long spells of unemployment are par-
ticularly harmful for young people because they lead to skill erosion and prevent them from building up
work experience. This diminishes their labour market prospects from an early stage. In light of these devel-
opments, young people are a high priority for policy action at the EU and national levels (see Box 1.6).
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Figure 1.22: Unemployment rate by age group, EU-28, 20002014
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Since 2000, gaps in the unemployment rates of men and women have been closing. In 2014, the gender
unemployment gap was nearly non-existent, mainly as a result of the pronounced increase in male unem-
ployment compared with a small increase in female unemployment during the economic downturn.

Figure 1.23: Unemployment rate by sex, EU-28, 20002014
(%)
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Box 1.7: Strengthening social integration within the Economic and
Monetary Union

In October 2013 the European Commission pro- working age population; and inequalities (the
posed several measures for deepening the social S80/520 ratio). The data should feed into policy
integration of the EU (¥). The Commission Commu- through the Country Specific Recommendations
nication focuses on three areas: or by integrating a limited number of employ-

« Reinforcing surveillance of employment and social ment ahd social indicators into the annual Alert
challenges and strengthening policy co-ordina- Mechanism Report (AMR).
tion under the European Semester through the , Enhancing solidarity and reinforcing labour mobil-
creation of a scoreboard, which allows better and ity by reducing costs and removing barriers to
earlier identification of employment and social
problems. Indicators in the scoreboard would
include: the unemployment level and the way it ¢ Strengthening social dialogue at EU and national

labour mobility across the EU.

evolves; NEET rate (young people not in educa- levels by better involving social partners such
tion, employment or training) and youth unem- as trade unions and employers at key steps of
ployment rate; the real gross disposable income decision-making processes under the European
of households; the at-risk-of-poverty rate of the semester.

How unemployment rates vary between Member States

Pronounced differences can be observed in the labour market performances between EU Member States.
In 2014, unemployment rates across the EU varied by more than 20 percentage points. The highest unem-
ployment rates by far were observed in Greece (26.5 %) and Spain (24.5 %), followed by Croatia (17.3 %) and
Cyprus (16.1%). On the other end of the spectrum, Germany, Austria, Malta and Luxembourg revealed
strong labour market performance with unemployment rates ranging between 5.0 % and 5.9 %.

Due to the prolonged effects of the economic crisis, the average duration of unemployment and the share of
long-term unemployed among jobseekers have increased in many vulnerable states. In Greece and Spain,
the average duration of unemployment has reached nine and eight months respectively. This is likely to
slow down labour market recovery due to deterioration of jobseekers’ skills and increased pressure on the
public coffer (*4).

EU trends in unemployment compared with other countries in the world

In 2014, the EU unemployment rate of 10.2% significantly exceeded the average for Organisation for
Economic Co-operation and Development (OECD) countries (7.3 %), the G7 (%) (6.4%) and the United
States (6.2 %). Joblessness in the EU was also more than twice as high as in Japan (3.6 %) and the Republic of
Korea (3.5 %) (°°). According to projections by the International Labour Organisation (ILO), only the US is
expected to experience a sizable decline in unemployment figures in the medium term, whereas unemploy-
ment rates in other developed economies are expected to remain largely unchanged (%).

Due to the significant spillover effects of weak growth in advanced economies, international labour markets
were not immune to the economic downturn. According to ILO estimates, most of the increase in global
unemployment in 2013 occurred in East Asia and South Asia, followed by Sub-Saharan Africa, whereas
Latin American countries contributed only 1% to the rise in global unemployment (%%).

(%) European Commission (2013), The Future of the Economic and Monetary Union: Commission proposes ideas to deepen social integration — IP/13/893, Brussels
02/10/2013.

(%) ILO (2014), Global Employment Trends 2014: Risk of a jobless recovery?, International Labour Organisation, Geneva, p. 25.

(%) The G7 is a group of seven industrialised nations in the world formed by the United States, the UK, France, Germany, Italy, Canada and Japan.

(%) OECD data on harmonised unemployment rate. Available online at: http:/stats.oecd.org/index.aspx?r=32996

() ILO (2014), Global Employment Trends 2014: Risk of a jobless recovery?, International Labour Organisation, Geneva, p. 18.

%) 1d,, p. 15.
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What lies beneath this indicator?

Paid employment contributes to individual well-being by providing the resources needed for decent living
standards and the pursuit of personal goals and aspirations. High unemployment rates, on the other hand,
can endanger social cohesion and increase the risk of poverty and social exclusion. Spells of prolonged
unemployment among young people, in particular, can have adverse consequences for their career develop-
ment as well as for the economy as a whole.

The unemployment rate measures the number of unemployed people as a percentage of the labour force.
The labour force consists of all employed and unemployed persons in the 15 to 74 age group. Unemployed
persons comprise people aged 15 to 74 who were: (1) without work during the reference week, (2) available
to start work, (3) actively seeking work (i.e. who had taken specific steps in the four-week period ending
with the reference week to seek paid employment or self-employment or who found a job to start within a
period of at most three months).
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Overview of the main changes

Resource productivity in the EU has improved in both the long term since 2002 and in the short term since
2008. Developments in the underlying indicators — gross domestic product (GDP) and domestic material
consumption (DMC) — over 2002 to 2013 suggest economic growth has been decoupling from resource
use in the EU (). This is mainly due to the large drop in DMC since the economic crisis began. Temporary
improvements were also visible in many other indicators in the ‘sustainable consumption and production’
theme during the economic slowdown; however, some of these trends started to reverse during the recent
mild recovery. Therefore, it is debatable whether a shift towards more sustainable consumption and pro-
duction patterns has actually occurred. This is particularly so for material use, generation of waste exclud-
ing major mineral wastes and, to a lesser extent, final energy consumption and electricity consumption.
Hazardous waste has continued to show a clearly unfavourable trend. However, some long-term improve-
ments can be seen in waste treatment, environmentally friendly production patterns and pollutant emis-
sions of ammonia (NH;), sulphur oxides (SO,), nitrogen oxides (NO,) and non-methane volatile organic
compounds (NMVOC).

Table 2.1: Evaluation of changes in the sustainable consumption and production theme, EU-28 (")

Indicator Long-t_erm evaluation Short-term evalua'tion
(since 2000) (last five-year period)

Resource productivity Q)

Resource use and waste

Domestic material consumption Q)

geirr]lg::ltiz:s(t):yaste excluding major @ ) é&ob )

Hazardous waste generation @ *) @ )

Recycled and composted municipal waste

Atmospheric emissions

Consumption patterns

Electricity consumption of households @ éag\:)

Final energy consumption

Production patterns

Environmental management systems Q] @ ©)

Organic farming : Q]

(") An explanation of the evaluation method and the meaning of the weather symbols is given in the Introduction and in Annex lll. (?) From 2002. () From
2004. (%) Last four-year period. (°) From 2005; EU-27. () EU-27.

() See the Introduction chapter for an explanation of ‘decoupling’ (p. 13).
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Key trends in sustainable consumption and production

Modest signs of material use decoupling from economic growth

In 2013, the EU generated an economic value of EUR 1.93 per kilogram of material consumed. This repre-
sents a considerable improvement in resource productivity since 2002, when the economic benefit created
had only been EUR 1.52 per kg. This long-term efficiency gain occurred because GDP had been growing
faster than domestic material consumption (DMC), in particular before the onset of the economic crisis.
Since 2008, EU resource use has dropped sharply, putting DMC below levels observed a decade ago.

These divergent trends — GDP growing while DMC is falling — indicate decoupling of economic growth
from resource use in the EU over the long-term period from 2002 to 2013. Decoupling has also taken place
in the short term with material consumption falling sharply by 20.6 % between 2008 and 2013, surpassing
the 1.3% fall in GDP. Because the long-term trend was mainly due to positive short-term developments,
the improvements in resource productivity are not likely to represent a major turnaround in resource
use patterns, but rather mirror the impact of the economic crisis on resource-intensive industries such as
construction.

Improvements in generation of waste excluding major mineral wastes, waste treatment
and pollutant emissions, but hazardous waste continued to increase

The amount of waste excluding major mineral wastes generated per inhabitant in the EU was reduced by
about 5.8 % between 2004 and 2012. However, this development is not likely to represent a sustainable shift
because the indicator started rising again during a mild economic recovery from 2010 to 2012. In 2012,
generation of waste excluding major mineral wastes varied by a factor of 13 across Member States, with the
leading countries generating large amounts of waste from their energy, refinery and wood processing sectors.

The amount of hazardous waste generated among the EU-28 increased considerably between 2004 and
2012, from 180 to 200 kg per capita. The highest increase was in 2012, when hazardous waste generation rose
by 3.6 % compared with 2010. In 2012, two sectors — the manufacturing industry and water supply, sewage,
waste management and remediation — accounted for 46 % of hazardous waste generated.

Waste treatment practices have improved considerably in the EU since 2000. Landfilling, the least envi-
ronmentally friendly waste disposal method, has been gradually replaced by incineration and even more
so by recycling and composting. In 2013, about 43 % of the EU’s generated municipal waste was recycled or
composted. These improvements have been to a large extent driven by EU and national strategies prioritis-
ing efficient waste management through various instruments. However, huge variation in waste treatment
remains across the EU. For example, Romania landfills more than 95% of its municipal waste and Malta,
Croatia, Latvia and Greece more than 80 %, whereas Germany, Sweden and Belgium dispose of less than
1% of their waste in this way.

Similar improvements have taken place in the area of atmospheric emissions of acidifying substances and
ozone precursors. Due to almost continuous declines since 1990, man-made emissions of ammonia (NH,),
sulphur oxides (SO,), nitrogen oxides (NO,) and non-methane volatile organic compounds (NMVOC) in
2013 were between 1.4 and 7.5 times lower than in 1990. A strong reduction of emissions occurred in the
short-term period between 2008 and 2013, with average annual reduction rates ranging from 9.2 % for SO,
to 0.7 % for NH,.

Despite recent progress, sustainable consumption trends remain volatile

Electricity consumption of households has risen more or less continuously since 1990. Growth in the
number of households has been a main driver of this trend. Increased ownership and usage of electric
appliances, which has outstripped efficiency improvements of electronic devices, has also contributed to
the increase in overall electricity consumption — a phenomenon known as the ‘rebound effect’. Unlike
other consumption-related indicators presented in this report, household electricity consumption proved
to be rather unresponsive to the economic crisis, with the three major drops occurring before and after the
economic downturn, in 2007, 2011 and 2013.

Similarly, final energy consumption in the EU has been rising since 1990. The year 2006, however, marked
a turning point, with energy use stabilising and then experiencing strong fluctuations in the years after. The
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strong contractions in final energy use in 2009 and 2011 not only brought final energy consumption in 2013
down to pre-2000 levels, but also pushed the EU ahead on its projected path to reaching the 20 % energy
saving target.

More environmentally friendly production patterns

Production patterns have also shown mixed trends in the EU over the past years. Although organisa-
tions have increasingly implemented a certified environmental management system according to the
Eco-Management and Audit Scheme (EMAS) since 2005, this trend has reversed in the short term.
Between 2009 and 2014, the number of EMAS-registered organisations fell by 5.8 %.

In contrast, farming practices have become more and more sustainable in the EU since 2005, as illustrated
by the increase in the share of organic farming. This dynamic development has also been reflected in grow-
ing sales of organic products on the EU food market.

Why do we focus on sustainable consumption and
production?

Production and consumption of goods and services contributes to human well-being by satisfying physical
and other needs such as food or shelter. However, current consumption and production patterns also harm
the natural environment and human well-being. In particular they deplete the Earth’s natural resources
and damage ecosystems. Making consumption and production more sustainable means responding to
basic needs and improving quality of life while using fewer natural resources such as raw materials, energy,
land and water. This includes reducing or eliminating waste and pollutants or lowering overall consump-
tion through better management systems, improved product and service design, best available technologies
and supporting sustainable lifestyles. In doing so, more environmentally friendly agricultural practices
and environmental management schemes can boost biodiversity, landscape preservation and water and
soil quality.

All of these aspects of the sustainable consumption and production theme are closely interlinked. Material
flows influence the amount of waste and emissions produced, which can affect the well-being of people
and the environment. Air pollutants from industry, transport and agriculture damage health, and con-
tribute to acidification, eutrophication and physical damage of materials. Certain air pollutants, such as
ozone, reduce plant growth, which is ultimately linked to an ecosystem’s health and performance. At the
other end of the chain, waste levels are also influenced by waste treatment. Increasing waste recovery by
recycling and composting reduces demand for raw materials and resources extraction. Linkages also exist
between increases in consumption and production patterns and negative environmental and public health
impacts. Inappropriate waste treatment can cause environmental pollution and expose humans to harmful
substances and disease-causing organisms, damaging their health. Ever-increasing material consumption,
leading to higher imports and exports, is also associated with more freight transport. As a result, increasing
transport volumes lead to higher energy consumption and emissions of pollutants (including particulate
matter and ozone precursors) and greenhouse gases.
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How does the EU tackle sustainable consumption and production?

The EU Sustainable Development Strategy (EU
SDS) dedicates one of its seven key challenges to
sustainable consumption and production, with the
overall objective of ‘promoting sustainable con-
sumption and production patterns'.

The EU SDS operational objectives and targets
include:

» Promoting sustainable consumption and produc-
tion by addressing social and economic develop-
ment within the carrying capacity of ecosystems
and decoupling economic growth from environ-
mental degradation.

e Improving the environmental and social perfor-
mance of products and processes and encourag-
ing their uptake by business and consumers.

o The EU should seek to increase its global market
share in the field of environmental technologies
and eco-innovations.

The Europe 2020 Strategy unites two flagship initia-
tives under the sustainable growth priority to tackle
the issue of sustainable consumption and production:

 ‘Resource efficient Europe’ helps decoupling eco-
nomic growth from the use of resources. It sup-
ports the shift towards a low-carbon economy,
an increased use of renewable energy sources,
the modernisation of our transport sector and
promotes energy efficiency. The Roadmap to a
resource efficient Europe is one of the main build-
ing blocks of the resource efficiency flagship
initiative.

e ‘An industrial policy for the globalisation era’
improves the business environment, notably for
small and medium enterprises (SMEs) and sup-
ports the development of a strong and sustain-
able industrial base able to compete globally.

* In 2008 the European Commission presented the
Sustainable Consumption and Production and
Sustainable Industrial Policy (SCP/SIP) Action Plan.
It includes proposals on sustainable consumption
and production that will contribute to improving
the environmental performance of products and
increase the demand for more sustainable goods
and production technologies.

Further reading on sustainable consumption and production
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Resource productivity increased by 26.9 % in the long-term period between 2002 and 2013.
This trend was mainly driven by a 21.8 % rise in resource productivity between 2008 and 2013.

Figure 2.1: Resource productivity, EU-28, 2002-2013 (') Long term
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() Resource productivity and domestic material consumption: data are estimates (whole time series); 2013 data are provisional estimates.

Source: Eurostat (online data codes: tsdpc100, tsdpc230 and nama_10_gdp)

In the long term, between 2002 and 2013, the EU economy increased the amount of economic value gener-
ated (in terms of GDP) per unit of material used (in terms of DMC) by about 27 %, from EUR 1.52 per kg in
2002 to EUR 1.93 per kg in 2013.

In the same period, GDP grew by 1.1 % per year on average whereas DMC fell by an average of 1.1 % per year,
indicating a decoupling of material use from economic growth (3. This long-term trend was influenced by
strong resource productivity growth in the years following the economic crisis of late 2008.

The short-term period between 2008 and 2013 was characterised by a pronounced reduction in material
consumption (20.6 %), which surpassed the fall in GDP (1.3 %). This also pointed to decoupling of material
use from economic growth.

Indications of resource use decoupling from economic growth in the EU

In the long-term period between 2002 and 2013, DMC in the EU fell by 11.4 % while the economy grew by
12.4%, indicating decoupling of material consumption from economic growth. Decoupling means envi-
ronmental pressure is stable or decreasing while the economic driving force is growing.

The largest productivity gains were recorded in the years following the start of the economic crisis of late
2008. During this period the resource productivity of the EU economy increased by 8.2%, 5.1% and 7.3 %
in 2009, 2010 and 2012 respectively. This trend was largely driven by the significant and persistent drop in
DMC (20.6 % from 2008 to 2013), which outstripped the fall of GDP during the economic downturn.

In the short-term period between 2008 and 2013 resource productivity continued to track the changes in
economic output with the highest level of resource productivity increases coinciding with falls in GDP
in 2009 and 2012. Overall, between 2008 and 2013 resource use fell by 20.6 % while the economy shrank
by 1.3% in absolute terms, indicating decoupling of resource consumption from economic growth also
occurred in the short run. In this five-year period resource productivity recorded the strongest absolute
increase since 2002 and exhibited the highest per annum growth rate.

(%) See the Introduction chapter for an explanation of ‘decoupling’ (p. 13).
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Progress in resource productivity appears moderate once other factors are considered

Nevertheless, caution needs to be exercised when drawing conclusions based on the observed trends. It is
very likely that the large drop in DMC between 2008 and 2010 and the continued fall from 2012 to 2013 was
strongly influenced by the impacts of the economic crisis (*). Therefore, the long- and short-term figures
on decoupling of resource consumption from GDP are not likely to reflect a major transformation of the
economy and sustainable improvements in resource efficiency.

Furthermore, the raw materials embodied in the growing amount of imports of intermediate and final
goods from the rest of the world need to be taken into account (*). Because DMC does not account for
upstream ‘hidden’ material flows embodied in imported and exported products, Europe’s progress regard-
ing resource efficiency may be overstate because of the import-intensive nature of its economy (see the
analysis of raw material consumption (RMC) on p. 84).

The EU has shown continuous growth in the amount of material extraction and primary production that it
outsources to other countries (°). So while direct material resource use in Europe seems to have stabilised,
an EU citizen’s material ‘footprint’ is likely to be much more substantial at the global level.

How resource productivity varies across Member States

At the Member State level, values of resource productivity for the EU ranged from 3.76 to 0.63 purchas-
ing power standards (PPS) (°) per kg in 2013. These large variations in resource productivity result from
a combination of factors such as sectorial composition and national economic structure (strong service
and knowledge/technology-based as opposed to primary sector industry or raw material processing), spe-
cific resource endowments, degree of outsourcing of production, existence of resource policies encouraging
recycling and re-use of resources and others (7).

Figure 2.2: Resource productivity, by country, 2013 (')
(PPS per kg)
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(") Provisional and/or estimated data for most countries.
(%) 2012 data.

Source: Eurostat (online data code: tsdpc100)

(%) European Commission (2014), Study on modelling of the economic and environmental impacts of raw material consumption, p. 5.

(*) European Environment Agency (2012), Environmental Indicator Report 2012, p. 101.

() See footnote 3.

(°) PPS is the technical term used by Eurostat for the common currency in which national account aggregates are expressed when adjusted for price level
differences using purchasing power parity (PPP). Thus, PPPs can be interpreted as the exchange rate of the PPS against the euro.

(’) SERI(2012), Green Economies around the World? — Implications for Resource Use for Development and the Environment, p. 50.
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In general, Member States with relatively high GDP per capita tend to have resource productivity levels
above the EU average of 2.02 PPS per kg (the Netherlands, Luxembourg, the United Kingdom, Spain, Italy,
France, Belgium and Germany). This is likely to be due to the high ‘value added’ generated in the econ-
omy from less-resource-intensive sectors such as financial, high-tech innovation and other service sectors,
as well as high environmental regulation standards. An exception is Malta, which has above EU-average
resource productivity (2.26 PPS per kg) and relatively low GDP per capita. On the other hand, countries
with a large share of primary resource extraction sectors (such as mining and agriculture), sectors at the
first processing stages (metal industry, chemical industry) and the construction industry tend to have the
most resource-intensive economies and hence lower resource productivity levels (°).

The biggest resource productivity increases between 2002 and 2013 have been observed in Spain (121 %),
Ireland (78 %) and Slovenia (64 %) (°). In some of these countries the improvements could be attributed to
the drastic fall in DMC experienced after the building and construction booms. The EU Member States
with lower per capita GDP show a significant potential for improvement, apart from frontrunners Cyprus,
Malta and Slovenia. In most of these countries resource productivity has remained at relatively low levels.

EU trends in resource productivity compared with other countries in the world

Since 2000, many of the EU Members States have ranked among the highest G20 countries in terms of
material productivity (*°). In 2013, the Netherlands surpassed all other G20 members with a resource pro-
ductivity of USD 5.6 per kg of non-energy material. Only Japan came close with USD 5.2 per kg (*)(*).
Despite their continuous growth in resource productivity, in 2010 the United States (USD 3.1 per kg), Korea
(USD 2.7 per kg) and Russia (USD 2.3 per kg) still lagged behind the best performing EU Member States
and Japan. In the same year, the rate of resource use per unit of economic activity in the large emerging
economies such as China (USD 0.5 per kg), Brazil (USD 0.6 per kg) and India (USD 0.8 per kg) remained
comparable only with the lower spectrum of the EU Member States’ ranking.

What lies beneath this indicator?

Economic growth has usually been associated with increased material and energy use, which is generating
pressure on the environment and affecting human health. The ‘resource productivity’ indicator, which is
calculated by dividing GDP (deflated) by DMC, is used to monitor the relationship between resource use
and economic growth. The indicator is an aggregate measure of an economy’s material efficiency. It pro-
vides insights into whether decoupling between natural resource use and economic growth is taking place.
In particular, the development and deployment of eco-innovative processes and products play an important
role in increasing resource efficiency.

(®) European Parliament (2008), Eco-innovation — putting the EU on the path to a resource and energy efficient economy, p. 9.

(°) Note that for comparing the resource efficiency of Member States over time a different unit of the indicator has been used (‘EUR per kg, chain linked
volumes' instead of ‘PPP per kg' as used in Figure 2.2).

(%) The Group of Twenty (G20) is the premier forum for international co-operation on the most important issues of the global economic and financial
agenda.

(") OECD data on non-energy material productivity (USD / kg), extracted 12 March 2015. GDP is expressed at constant 2005 USD using PPPs.

("?) The OECD data on non-energy material productivity is calculated as GDP generated per unit of materials consumed (USD/kg). Gross domestic product
(GDP) is expressed at constant 2005 USD using PPP.
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Domestic material consumption in the EU-28 fell by 11.4 % over the long-term period
between 2002 and 2013 and 18.9 % over the short-term period between 2008 and 2013. The
decline was mainly driven by decreased extraction after the economic downturn.

Figure 2.3: Domestic material consumption, by material, EU-28, 2002-2013 (")
(million tonnes)
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(') Data are estimates and/or provisional.

Source: Eurostat (online data code: tsdpc230)

In the long-term, between 2002 and 2013, DMC — the total amount of material directly used by the EU
economy — fell by about 11 %. The strongest reduction was observed in the short term, between 2008 and
2013, when the economy’s domestic throughput fell by 4.1% per year on average. This rate of decline was
about four times faster than its long-term average for the period 2002 to 2013.

The main driving force behind the increase in DMC between 2003 and 2007 was continued growth in afflu-
ence and per capita consumption. This was particularly so in European countries with high average incomes
and other Member States that have been rapidly catching up. Ultimately, this has increased demand for
energy and resources (*°). In addition, globalisation and trade liberalisation have encouraged this spurge in
domestic demand by providing easier access to global resources.

The economic crisis strongly affected material consumption

After the peak in 2007, DMC dropped sharply, particularly between 2008 and 2009, due to the impacts of
the economic slowdown (**). The downward trend in DMC was reversed only shortly in 2011, mainly driven
by increased domestic extraction during the mild economic recovery. However, over the next two years
DMC started falling again, by 7.3 % in 2012 and 1.6 % in 2013.

Impact of the crisis on the construction sector significantly reduced consumption
of non-metallic minerals

Apart from metal ores, all other main material categories of DMC have fallen over the long term. Fossil
energy materials and non-metallic materials recorded the largest reductions in the period 2002-2013
of 15.4% and 15.3% respectively. In the short term, consumption of all the main components of DMC
reduced significantly, following the changes in economic activity during the crisis. Between 2008 and 2013,

(") European Environment Agency (2010), The European Environment: State and Outlook 2010, p. 4.
(") European Environment Agency (2012), Consumption and the Environment — 2012 Update, p. 21.
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consumption of non-metallic minerals (**), which constitute the largest fraction of total DMC, fell by more
than 28 %. Their share of DMC also decreased from 53.1 % to 46.5 % between 2007 and 2013. This trend is
not surprising given that non-metallic minerals (in particular sand and gravel) are widely used in construc-
tion, which has been heavily hit by the economic crisis. In Ireland, Greece and Spain, which all had con-
struction booms before the crisis and property bubble bursts (**) afterwards, the demand for non-metallic
minerals from 2007 to 2010 fell by 53.3 %, 40.6 % and 46.6 % respectively.

Similar to non-metallic minerals, metal ores and fossil energy materials have also shown a sizeable reduc-
tion between 2007 and 2013 of 11.9% and 15.5% respectively, after their peak in 2007. The change in bio-
mass in this period was negligible at 0.8 %.

The downward trend in consumption of biomass, non-metallic minerals, metal ores and fossil energy mate-
rials was reversed in 2010-2011 when most European economies experienced a mild recovery from the cri-
ses. However, it moved back onto its previous track as economic activity slowed again in the following years.

Decline in domestic material consumption was mainly driven by decreased
extraction

DMC has been declining in both the long and the short term, however, the period between 2008 and 2013
witnessed the strongest reduction in material consumption of 4.1 % per year compared with 1.1 % for 2002-
2013. A closer look at DMC shows the reduction in both periods was driven mainly by a slowdown in
domestic extraction of 17.7 % in the short term and 10.8 % in the long term.

Domestic extraction — the amount of raw material (except for water and air) extracted from the natural
environment — has followed the same trajectory as DMC. After declining steadily following the economic
downturn, it recorded a significant upswing in 2011 before moving back to its downward trend in the fol-
lowing years. Changes in imports and exports have played a minor role.

This trend represents a considerable shift after the prolonged period of growth in domestic extraction and
imports before the economic crisis, from 2003 to 2007. Since 2008 the growth of imports has been volatile.
The downward trend in imports observed since the recovery from the economic crisis reversed for only a
short period in 2010 and 2011, before declining again in the following two years. This implies that overall
environmental impacts related to EU material consumption patterns have been decreasing outside the EU,
but this trend does not seem to be stable and sustainable.

Figure 2.4: Components of domestic material consumption, EU-28, 2002-2013 ()
(million tonnes)
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Source: Eurostat (online data code: tsdpc220)

(") Non-metallic minerals include sand, gravel, limestone and fertiliser minerals (@among others). A full classification for non-metallic minerals can be found
here: Eurostat (2012), Economy-wide Material Flow Accounts (EW-MFA) — Compilation Guide 2012. p. 40.

(") Eurostat (2011), Key figures on European business with a special feature on SMEs, pp. 70-71.; Eurostat (2009), European Business — facts and figures, pp. 346-348,
351.
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Raw material consumption is a more comprehensive metric for measuring an
economy'’s material throughput

Although the DMC indicator considers both imports (added) and exports (deducted) through their sim-
ple product weight when crossing borders, it does not fully account for the ‘hidden flows” of raw materi-
als embodied in the production of traded goods. These embodied materials represent the amount of raw
material extracted to produce all the traded goods. Thus, the DMC indicator is not a comprehensive meas-
ure of the environmental pressure of material consumption and might make cross-country comparisons
‘asymmetric’. The indicator raw material consumption (RMC) offers a more comprehensive metric by meas-
uring the imports and exports in their raw material equivalents (RMEs). This measurement shows the
equivalent amounts of all domestic extraction of raw materials needed to make the respective traded goods
and services.

Figure 2.5: Comparison of actual material flow indicators with material flow indicators expressed in
raw material equivalents (RME), 2012 (")
(tonnes per capita)
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Figure 2.5 compares actual material flows per capita for the EU-28 with material flows expressed in RME
per capita for the EU-27 in 2012. The first bar on the left shows domestic extraction (11.6 tonnes per capita)
and the amount of direct imports in simple mass weight as they are actually crossing the border. These
two components add up to direct material input (DMI) which accounts for all material resources used
in production activities and available for all final uses (consumption and exports, shown in the second
bar). The third and fourth bars show the same concepts expressed in raw material equivalents, which is
the amount of raw material extraction carried out in the whole world to produce the traded products. The
sum of domestic extraction and RME imports as well as the sum of RME exports and RMC represent raw
material input (RMI). At 11.6 tonnes per capita, domestic extraction is the same for both DMI and RMI.
However, RME of imports are estimated at 7.2 tonnes per capita and RME of exports at 4.6 tonnes per
capita, which are much higher than actual imports (3.1 tonnes per capita) and actual exports (1.2 tonnes
per capita). The difference between RME of imports and direct imports is mostly due to metal ores and the
difference in exports is due to all material categories, with again metal ores a major factor. The amounts
of gross metal ores needed to produce goods from this material category are several times higher than the
weight of the traded goods (7). RMC is estimated at 14.2 tonnes per capita, 5% higher than DMC. This dif-
ference is mainly a result of a much higher trade surplus of metal ores in RME, such as gold, copper and tin,
than in the physical trade surplus.

("7) Eurostat Statistics Explained: Material flow accounts — flows in raw materials equivalent.
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Figure 2.6: Comparison of domestic material consumption (DMC) and raw material consumption
(RMC) by material, 2002 and 2012 (')
(tonnes per capita)
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When taking fully into account the indirect material flows embodied in traded goods, the reduction in
material consumption achieved over the long term seems even larger. While DMC per capita was reduced
by 12.6% in the EU-28 between 2002 and 2012, RMC per capita recorded a slightly larger reduction of
14.4% in the same period. This indicates the EU economy consumes considerably fewer raw materials per
capita. As shown in Figure 2.3, the main driver for the reduction in DMC per capita has been the estimated
15.6 % fall in the actual use of non-metallic minerals. Although in the case of RMC per capita, metal ores
have undergone the highest percentage reduction (21.4 %), the 15.5% decrease from 7.4 to 6.2 tonnes per
capita in the period 2002-2012 in non-metallic minerals has had a major impact on the development of
total RMC per capita. Furthermore, since the physical trade of non-metallic minerals is small and the trade
balance in RME per capita is close to zero, the development of total RMC per capita is mainly determined
by domestic extraction of non-metallic minerals. Non-metallic minerals mainly comprise construction
minerals such as sand and gravel. This explains why domestic extraction of non-metallic minerals tends to
be closely linked to gross value added in construction.

Figure 2.7: Raw material consumption per capita, EU-27, 2000-2012 (")
(tonnes per capita)
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An analysis of consumption per person in the EU shows that in 2012 RMC was 14.2 tonnes per capita for
the EU-27 compared with a DMC of 13.5 tonnes per capita for the EU-28. RMC per capita, which captures
the material footprint of individuals or the average amount of raw materials needed to produce the goods
consumed by a person in the EU, has fallen by 14.4 % over the long term between 2002 and 2012. Similarly
to DMC, the largest drops were observed in the aftermath of the economic crises in 2009 (by 10.2 %) and
in 2012 (by 7 %).

What lies beneath this indicator?

The normal functioning and prosperity of Europe’s economy and society in general depend on the use of
natural resources. These resources include renewables such as biomass and non-renewables such as fos-
sil fuels, metals and minerals. At the same time, Europe’s growing demand for materials puts its natural
resource base at danger. It also creates environmental pressures including climate change, biodiversity loss,
scarcity of fertile land, soil degradation and waste accumulation. In this respect, the efficient manage-
ment and use of materials is essential for resource security and increased ecosystems resilience. To give
an insight into these problem areas, the domestic material consumption (DMC) indicator measures the
total amount of material directly used in an economy. DMC is complemented by another indicator — raw
material consumption (RMC) — to fully account for the raw materials used in the complete production
chain of consumed products, including imports and excluding exports. RMC measures the final domestic
consumption of goods and services in terms of raw material equivalents (RME). Eurostat estimates the
RME-based material flow indicators for the aggregated EU economy, such as imports and exports in RME,
using an environmentally extended input-output model (*¥). The RME-based indicators are more prone to
uncertainty than those based on actual physical flows.

("®) For more details see Eurostat (2014), Project: Estimates for Raw Material Consumption (RMC) and Raw Material Equivalents (RME) conversion factors.
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The amount of waste excluding major mineral wastes generated in the EU-28 reduced by
5.8 % over the long term between 2004 and 2012. This trend was reversed in the short term,
with waste excluding major mineral wastes rising by 1.5 % between 2008 and 2012.

. . . . . Long term
Figure 2.8: Generation of waste excluding major mineral wastes, 2004-2012 (') (since 2004)
(kg per capita)
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Source: Eurostat (online data code: tsdpc210)

In the long term, the amount of waste excluding major mineral wastes generated per inhabitant in the
EU-28 declined at an annual average rate of 0.7 %, from 1.9 tonnes in 2004 to 1.8 tonnes in 2012. This
reflects reductions in almost two-thirds of the Member States, with particularly strong declines in Cyprus
and Croatia. In the short term, the indicator has started growing at a rate of 0.4 % per year, from 1.8 tonnes
per capita in 2008.

The EU experienced a substantial drop in the amount of waste excluding major mineral wastes between
2006 and 2008 (6.5 %). This was most likely affected by the slowdown in economic activity during the eco-
nomic crises. However, the falling trend in the period between 2006 and 2010 was reversed in 2012, with
an increase of 3.3 %.

How waste excluding major mineral wastes varies across Member States

At Member State level, in 2012 the generation of waste excluding major mineral wastes varied by a factor of
13, from 0.6 tonnes per capita in Croatia to 8.6 tonnes per capita in Estonia. The exceptionally high rate in
Estonia is mainly due to large amounts of waste coming from the energy and refinery sector as a result of
enrichment and incineration of oil shale. This also explains the high amount of hazardous waste generated
in Estonia (see the ‘hazardous waste’ indicator on p. 89). In addition, considerable amounts of wood waste
contribute to the high figures in Finland, Austria and Sweden. Generation of waste excluding major min-
eral wastes decreased in 17 Member States between 2004 and 2012, with the strongest decreases occurring
in Cyprus (63 %), Croatia (45 %) and Austria and Hungary (39 % each).
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Figure 2.9: Generation of waste excluding major mineral wastes, by country, 2004 and 2012
(kg per capita)
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What lies beneath this indicator?

Waste excluding major mineral wastes is an important indicator for environmental policies because it cov-
ers most of the waste for which reduction is an important environmental objective. Although the indica-
tor focuses on waste excluding major mineral wastes, it is considered to reflect the general trend in waste
generation more accurately and in a more comparable way than the total including mineral waste. This is
because of the strong fluctuations in waste generation in the mining and construction sectors, and their
limited data quality and comparability. Moreover, for a considerable share of mineral wastes, prevention is
not the main environmental objective.

This indicator presents the amount of waste excluding major mineral wastes generated, expressed in kilo-
grams per capita and per year. The indicator covers hazardous and non-hazardous waste from all eco-
nomic sectors, administrations and households, including waste from waste treatment (secondary waste)
but excluding major mineral waste, contaminated soils and dredging spoil.
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Output of hazardous waste increased by 11.1 % in the EU-28 over the long term between
2004 and 2012 and by 5.8 % over the short term between 2008 and 2012. Manufacturing
and water supply, waste management and remediation activities were the two main
sources of hazardous waste in 2012.
Long term

Figure 2.10: Generation of hazardous waste, 2004-2012 (since 2004)
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In the long term, between 2004 and 2012, the amount of hazardous waste generated by households and all
sectors of the economy rose by 1.3 % per year on average, from 180 to 200 kg per capita. In the short term,
between 2008 and 2012, the generation of hazardous waste per capita in the EU-28 has been increasing at
the slightly higher rate of 1.4 % per year.

The period between 2004 and 2006 witnessed the largest increase in hazardous output (12.7 %). This trend
was diverted during the height of the economic crises in 2008 when EU-27 hazardous waste generation was
reduced by 6.9 %. However, this was most likely the result of reduced economic activity (**), as suggested by
its return to growth in the following years with a rise of 2.6 % in 2010 and 3.1 % in 2012. In 2012 the amount
of hazardous output generated per capita almost reached 2006 levels with 200 kg per capita in the EU-28
and 201 kg in the EU-27, respectively.

The manufacturing industry as well as water supply, sewage, waste management
and remediation account for more than 90 % of hazardous waste generated

In 2012, the manufacturing industry accounted for more than a quarter of the hazardous waste generated
in the EU (25.5 %). Water supply, sewerage, waste management and remediation activities were responsible
for the second largest share of hazardous waste at 20.5 %. These were followed by the construction (16 %),
mining and quarrying (13.5%) and services sectors, excluding wholesale of waste and scrap (11 %).

Substantial increase in cross-border trade of hazardous waste

In recent years there has been a substantial growth in cross-border trade of waste, including hazardous
waste. Exports of hazardous waste have more than doubled between 2000 and 2009. This rise has been
driven by differences in national capacities to handle waste and variance in the costs of recovery or disposal
in different locations (*°). Export of hazardous waste from the EU to non-OECD countries for recovery is

(") European Environment Agency (2012), Movement of waste across the EU’s external and internal borders, p. 11.
() 1d., p.5.
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prohibited as these countries do not have the capacity to manage this type of waste flows. Although most
hazardous waste exports have stayed within EU borders (97 % in 2009), evidence is growing that a sub-
stantial share of Europe’s electronic waste, which is normally classified as hazardous, is being exported to
developing countries in West Africa and Asia disguised as used goods to avoid the costs associated with
legitimate recycling (*!). Treatment in these countries usually occurs in the informal sector, causing signifi-
cant environmental pollution and health risks for local populations.

Figure 2.11: Generation of hazardous waste by economic activity, EU-28, 2012
(%)
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Box 2.1: Hazardous waste

When mismanaged, hazardous waste can cause
great harm to the environment and human health. As
a result, this waste flow is subject to a stricter control
regime, from the point of its production, to its move-
ment, management and recovery or disposal. The

prevent risks for the environment and human health.

The classification into hazardous and non-hazardous
waste is based on the system for the classification
and labelling of dangerous substances and prepara-
tions, which ensures the application of similar princi-

sound management and control of hazardous waste
is laid down in particular in Articles 17 to 20 of Direc-
tive 2008/98/EC, which provides additional labelling,
record keeping, monitoring and control obligations
from the ‘cradle to the grave’ (from the waste pro-
ducer to the final disposal or recovery). The Directive
also bans the mixing of hazardous wastes in order to

ples over their whole life cycle. The properties which
render waste hazardous are laid down in Annex Il
of Directive 2008/98/EC, as last amended by Com-
mission Regulation (EU) No 1357/2014 of 18 Decem-
ber 2014, and are further specified by the Decision
2000/532/EC establishing a ‘List of Wastes’ as last
amended by Decision 2014/955/EU.

What lies beneath this indicator?

Hazardous waste poses a great threat to human well-being and the environment. The sources of hazardous
waste are manifold and range from household wastes (such as lead acid batteries or fluorescent tubes) to
industrial wastes (such as chemical wastes, acid, alkaline and saline wastes, combustion wastes and con-
taminated soils). The indicator ‘generation of hazardous waste’ presents the amount of hazardous waste gen-
erated in the EU and per Member State, expressed in kilograms per inhabitant and year. Hazardous waste
covers all economic sectors and households, including waste treatment (secondary waste). The indicator
comprises all waste categories that are classified as hazardous according to the definition of the Framework
Directive on waste (**) and, accordingly, excludes radioactive waste.

(%) European Environment Agency (2012), Movement of waste across the EU’s external and internal borders, p. 6 and p. 12.
(%) Directive 2008/98/EC of the European Parliament and of the Council on waste.
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The EU recovered and reprocessed 52 % more waste through recycling and composting
in the long term, between 2000 and 2013. In the short term, the share of recycling and
composting increased from 36.3 % in 2008 to 41.8 % in 2013. The shift away from disposal
was driven by EU and national strategies for sustainable waste management.

Long term
(since 2000)

Figure 2.12: Municipal waste generation and treatment, by type of treatment method, EU-28,
1995-2013 (')
(kg per capita)
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Waste management in the EU improved significantly between 1995 and 2013. Not only did the amount of
waste disposed of at landfill sites fall, but the amount of waste recovered and reprocessed through recycling
and composting or transformed into energy through incineration also rose.

Box 2.2: A hierarchy of waste prevention and management

The revised EU Waste Framework Directive estab-
lishes a waste hierarchy, which sets out in order of
priority how waste prevention and management
should be addressed in legislation and policy. The
top priority is to prevent and minimise waste, fol-
lowed by treatment methods such as reuse and
recycling, energy recovery through incineration and,
last, disposal in the form of landfilling ().

In this respect, recycling and composting are
the most environmentally friendly ways of treat-
ing waste. Recycling, for example, saves valuable
resources (such as metals or glass) that can be repro-
cessed into new goods. Composting biodegradable
waste produces valuable fertilisers for agricultural

production and is also useful for other purposes
such as landscaping, improving soil structure, con-
trolling erosion and others.

Overall, recycling and composting reduce the
amount of waste that needs to be disposed of, and
reduce demand for raw materials, leading to a reduc-
tion in primary resource extraction.

Waste incineration might reduce the amount of
waste that needs to be disposed of, but valuable
resources can also be lost in the process. Landfilling
too leads to loss of valuable resources and, in addi-
tion, poses the danger of air, surface water bodies
and groundwater pollution.

(®) Directive 2008/98/EC of the European Parliament and of the Council on Waste.
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In the long term, the average amount of municipal waste generated per EU inhabitant fell from 1.43 kg
per day in 2000 to 1.32 kg per day in 2013. Between 1995 and 2000 the amount of total municipal waste
generated annually in the EU was gradually increasing, from 455 to 499 kg per inhabitant. In the follow-
ing period, between 2000 and 2007, total EU municipal waste was more or less stable, fluctuating within
the range of 514 and 523 kg per inhabitant. It was only in the short term, between 2008 and 2013, coincid-
ing with the onset and aftermath of the economic and financial crises, that the total amount of generated
municipal waste started to fall steadily, reaching 481 kg per person in 2013.

In 1995, 64% of municipal waste generated in the EU-28 — originating from everyday household waste
and other sources such as commerce, offices and public institutions — was disposed at landfill sites. In
2000, more than half of municipal waste was still being landfilled (55.1 %). But by 2013 there had been a
clear shift towards recycling and composting (41.8 %) and incineration with energy recovery (25.4 %). Waste
prevention — the top aim of European policy’s ‘waste hierarchy’ — also seems to have been taken up across
Member States, with 18 out of 31 countries having adopted waste prevention programmes by the end of 2013
as required by the EU Waste Framework Directive (**). The observed improvements in waste management
have been to a large extent driven by EU and national strategies prioritising efficient waste management
through various instruments. These include setting targets for recycling and recovery, imposition of taxes
and other restrictions on landfill waste (*). The trend towards sustainable municipal waste management has
also been reinforced by some external factors such as the increase in urbanisation and population densities
and the rise in prices of raw material, recycled materials and fuels (*°).

Box 2.3: A European approach towards more sustainable waste management

The Thematic Strategy on Waste Preventionand Recy-  management framework, which prioritises waste
cling (*) as an overarching framework and accompa-  prevention as the most effective way of decoupling
nying Directives on Landfill (%) and Incineration (¥) are  waste generation from economic growth and envi-
considered the main pillars of EU waste policy. ronmental impacts.

The revised EU Waste Framework Directive sets a  To minimise the environmental pressures from
quantitative target for increasing recycling rates of  municipal waste, the EU Directive on Landfill requires
households. It calls on Member States to recycle or ~ Member States to reduce the amount of heavily pol-
prepare for reuse by 2020 at least 50% by weight of  luting biodegradable municipal waste sent to land-
household and similar waste such as paper, metal,  fill to 50% of the total amount (by weight) of biode-
plastic and glass, and at least 70 % by weight of non-  gradable municipal waste produced in 1995 or the
hazardous construction and demolition waste (%). latest year before 1995 for which standardised Euro-
In addition, the Directive provides a general waste  stat data is available by 2009 and to 35 % by 2016 (*').

How municipal waste generation and treatment vary between Member States

The amount of total municipal waste treatment in the EU varied from 747 kg per inhabitant in Denmark to
220 kg per inhabitant in Romania in 2013. Despite the large body of EU waste legislation, which has been
in place for about 20 years, the dynamics of waste treatment vary greatly among Member States. Whereas
Romania landfills more than 96.8 % of its municipal waste and Malta, Croatia, Latvia and Greece more than
80 %, Germany, Sweden and Belgium dispose of less than 1% in this way. In large part, the vast differences
in countries’ performance can be explained by their different starting positions, the existence of deroga-
tion periods for some, and the fact that some had started increasing municipal waste recycling long before
they were required to by EU policies (**). However, formal transposition of EU law into national legislation
is often not sufficient for achieving EU’s minimum target levels on waste management. In general, better

) European Environment Agency (2014), Waste prevention in Europe — the status in 2013, p. 30.
%) European Environment Agency (2012), Material resource and waste — 2012 update: The European Environment State and Outlook 2010, p. 24.
) European Environment Agency (2012), Consumption and the environment — 2012 Update, p. 25.
) European Commission Communication (2005), Taking sustainable use of resources forward: A Thematic Strategy on the prevention and recycling of waste,
COM (2005) 666.
(%) Council Directive 1999/31/EC on the landfill of waste.
(%) Directive 2000/76/EC on the incineration of waste.
(%) Directive 2008/98/EC of the European Parliament and of the Council on Waste, p. 13.
(") Council Directive 1999/31/EC on the landfill of waste.
(

32)

European Environment Agency (2013), Managing municipal solid waste — a review of achievements in 32 European countries, p. 31.
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performing countries in terms of landfilling and recycling tend to have a wider range of instruments and
measures in place. These include active recycling policies in combination with ‘landfill bans on biodegrad-
able waste or non-pre-treated municipal waste; mandatory separate collection of municipal waste types,
especially bio wastes; and economic instruments such as landfill and incineration taxes and waste collec-

tion fees that strongly encourage recycling’ (**).

Member States with dedicated and diverse policy instruments and strict regulations on waste manage-
ment, such as Sweden and the Netherlands, deliver relatively high recycling (including composting) and
incineration rates, both above 45 %. The large discrepancies across Member States reflect some gaps in the
implementation of EU waste objectives into national legislation. These gaps are due to a series of technical,
market or administrative barriers (**).

Figure 2.13: Municipal waste treatment, by type of treatment method, by country, 2013 ()
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EU trends in municipal waste treatment compared with other countries in the world

At the international level (**), Europe is outperforming countries such as the United States and Japan with
regard to shifting waste management practices away from landfilling and incineration towards more envi-
ronmentally friendly ones such as recycling. More than 40 % of Europe’s waste is recycled or composted.
The only country to surpass Europe is the Republic of Korea with almost 60 % of its municipal waste being
treated through recycling or composting.

(*) European Environment Agency (2015), The European Environment: State and Outlook 2015. Cross-country comparison, p. 51.
(**) European Commission DG Environment (2011), Implementing EU Waste Legislation for Green Growth, pp. 11 and 20.
(*) The comparison is based on a selection of G20 countries in comparison to Eurostat EU-27 data.
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Figure 2.14: Municipal waste treatment, by type of treatment method, by country, 2012
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What lies beneath this indicator?

Waste has become increasingly recognised as an important material resource and potential energy source.
In this respect, it can generate economic value and help to decouple resource use from economic growth (*¢).
Environmentally friendly ways of waste management such as recycling and composting reduce negative
environmental impacts on the environment and human health. Increasing the proportion of waste recycled
and composted reduces the amount to be disposed of. It also reduces primary resource extraction.

The municipal waste treatment indicator presents the amount of municipal waste recovered through recy-
cling and composting as well as the amount disposed of through landfilling and through incineration.

(36) European Environment Agency (2012), Consumption and the Environment — 2012 update, p. 6.
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Pollution pressure from emissions of SO,, NMVOC, NO, and NH, fell substantially in the
long term between 2000 and 2012, with a strong decline occurring also in the short term
from 2008 to 2013. Regulatory actions, in particular emission ceiling targets, contributed to
the decline.

Long term

. ) o (since 2000)
Figure 2.15: Atmospheric emissions, EU-28, 1990-2013
(million tonnes)
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Overall, in the long term between 2000 and 2013 man-made emissions of ammonia (NH,), sulphur oxides
(SO,), nitrogen oxides (NO,) and non-methane volatile organic compounds (NMVOC), which lead to
acidification, eutrophication and ground-level ozone, declined in the EU. A strong reduction in emissions
occurred in the short-term period between 2008 and 2013, with average annual reduction rates ranging
from 9.2 % for SO, to 0.7 % for NH;. This trend of declining air pollution can be traced to 1990, when air
pollution was between 1.4 and 7.5 times (in the case of SO, emissions) higher than today. Reductions in
emission of certain pollutants over the past decades have reduced the pressure of harmful pollutants on
human health and the environment. However, the complex links between emissions and air quality means
this effect might not always translate into corresponding improvement in the exposure of ecosystems to
these pollutants (*7).

A recent analysis suggests air pollution and its associated public health impacts will fall by 2020 across
Europe as a result of improved regulatory actions. This might in turn lead to a reduction in public health
costs (**). However, according to the latest conclusions of the World Health Organisation (WHO), air pol-
lution continues to cause serious health impacts in Europe, contributing to much of the burden of lung
cancer and respiratory and cardiovascular diseases (**)(**). The WHO review indicates that large parts of
the population are still being affected by less severe health impacts, such as continuous exposure in major
cities. In this regard, the overall costs of the less severe health impacts may therefore be higher than the sum
of the most severe effects.

(¥) European Environment Agency (2015), The European Environment — State and Outlook 2015, Synthesis Report.

(*) J. Brandst, J,, Silver, J. D., Christensen, J. H. et al. (2013), Assessment of past, present and future health-cost externalities of air pollution in Europe and the
contribution from international ship traffic using the EVA model system, Atmospheric Chemistry and Physics Discussions, 13: 5923-5959.

(*) WHO (2013), Review of evidence on health aspects of air pollution — REVIHAAP Project Technical report, World Health Organization, Regional Office for
Europe, Copenhagen, Denmark.

(*9) IARC (2013), Outdoor air pollution a leading environmental cause of cancer deaths, Press Release No 221, 17 October 2013, International Agency for Research
on Cancer, World Health Organization, Lyon, France.
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Box 2.4: European legislation for air quality and emissions reductions

Overall, the EU Sustainable Development Strategy
under the ‘environment protection’ key objec-
tive aims to ‘prevent and reduce environmental
pollution’.

include objectives and targets for health and envi-
ronment up to 2020 as well as focusing on the most
harmful pollutants and the sectors and policies
that have the biggest impact (¥). In this regard the

National Emission Ceilings Directive (NECD) sets
upper limits for each Member State (*) for the total
emissions by 2010 of the four pollutants responsible
for acidification, eutrophication and ground-level
ozone (SO,, NO,, NMVOC and NH,).

More specifically, European legislation on atmos-
pheric pollution has applied a twin-track approach
of establishing air quality objectives together with
measures to reduce emissions. The most promi-
nent instruments are the EU Air Quality Directive (*)
and the thematic strategy on air pollution (*). They

EU remains within the emission ceilings for the three main air pollutants

In 2013, overall EU-27 emission levels for SO, and NMVOC were lower than the EU-27 emission ceilings
outlined in the National Emission Ceilings Directive (NECD), Annex II (**)(*)(*’). Based on 2013 provi-
sional data, NO, emissions were also slightly below the EU-27 target (by 2.5%), specified in Annex II to
the NECD (*). For NH, emissions, for which no EU-27 emission ceiling target is defined in Annex II to the
NEC, levels are below the aggregated emission ceiling of EU Member States given in Annex I.

At Member State level, 10 countries reported emissions above the ceiling of at least one pollutant based on
the provisional 2013 data. However, all Member States reported declining NO, emissions and more than
three-quarters reported declining NMVOC and SO, emissions between 2010 and 2013. Less than two-
thirds had reduced NH, emissions in the same period (*°).

SO, experienced major reductions due to cleaner energy sources

Of the four pollutants monitored here, SO, emissions, which affect air, soil and water quality, decreased the
most in the EU-28. Between 2000 and 2013 they fell by 66 %, equal to a reduction of 8% per year. Energy
production and use, in particular through burning fuel in public power and heat-generating plants, is the
main source of SO, emissions. It accounted for 75 % of total SO, emissions in 2013. Between 2000 and 2013
emissions from energy-related sources fell by almost 70 %, due to a combination of factors such as the eco-
nomic crisis and its impacts on energy demand, increased uptake of renewable energy, a switch away from
high sulphur solid and liquid fuels to low sulphur fuels and the closure of certain power plants (*°)(*").

Moreover, in the previous decade significant structural changes in eastern EU Member States since the early
1990s have contributed to lower SO, emissions. In recent years, however, high energy prices have led power
plants in some countries to start increasing coal use again (*%).

(*) Directive 2008/50/EC on ambient air quality and cleaner air for Europe.

(*) For analyses of trends in emissions of, and exposure to, particulate matter, see the chapters on ‘public health’ and ‘sustainable transport’.

(¥) Commission Communication, Thematic Strategy on air pollution, COM (2005) 446.

(*) Directive 2001/81/EC on national emission ceilings for certain atmospheric pollutants.

(%) European Environment Agency (2015), NEC Directive status report 2014, Reporting by the Member States under Directive 2001/81/EC of the European Parliament
and of the Council of 23 October 2001 on national emission ceilings for certain atmospheric pollutants, EEA Technical report No 7/2015, p. 8; 2013 date are
provisional.

(*) Annexes | and Il to the NECD define aggregated emission ceilings for the EU-27. The Annex | EU-27 ceilings represent the aggregation of individual
Member State ceilings defined in that annex. Annex Il emission ceilings for the EU are stricter than the aggregated Member State emission ceilings
given in NECD Annex |. There is no ceiling for NH, in Annex Il of the NECD. Emission ceilings given in Annex Il to the NECD are designed with the aim of
attaining the interim environmental objectives set out in Article 5 of the NECD by 2010.

(*) 2013 provisional data are given. This is because at the end of 2014 Member States were required to report final emission data for the year 2012, and
provisional estimates of emissions for 2013.

(*) European Environment Agency (2015), NEC Directive status report 2014, Reporting by the Member States under Directive 2001/81/EC of the European Parliament
and of the Council of 23 October 2001 on national emission ceilings for certain atmospheric pollutants, EEA Technical report No 7/2015, pp. 9 and 16; 2013 date
are provisional.

*)1d., pp. 17-18.

(*) European Environment Agency (2013), European Union emission inventory report 1990-2011 under the Convention on Long-range Transboundary Air Pollution
(LRTAP), EEA Technical report No 10/2013, p. 13.

(*") European Environment Agency (2013), Reducing air pollution from electricity-generating large combustion plants in the European Union, EEA Technical
report No 9/2013, pp. 5, 35-36.

(*) European Environment Agency (2010), The European environment — state and outlook 2010: Air pollution, European Environment Agency Copenhagen, p. 24.
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Technology shifts and comprehensive environment legislation are mainly
responsible for NO, emission reductions

EU-28 emissions of nitrogen oxides mainly stem from transport and energy production and use, where NO,
is emitted during fuel combustion. In 2013 these two sources accounted for about 73 % of total NO, emis-
sions. The 3.4 % annual decline between 2000 and 2013, from 12.9 million tonnes to 8 million tonnes, was
mainly driven by a 44.5 % reduction in transport emissions. The decline in the energy sector (energy use in
industry and energy production) was less pronounced, at 34 % for the long-term period between 2000 and
2013. Overall, EU legislative instruments most relevant for NO, emission reductions relate to emissions
from motor vehicles (Euro emission standards) and fuel combustion in industry and power production (*3).
In the transport sector in particular, reductions have been achieved mainly through legislative measures
requiring abatement of vehicle tailpipe emissions (**), although these standards have not delivered the scale
of reduction originally anticipated. However, a considerable fraction of the vehicle fleet is still of conven-
tional (pre-Euro) technology (*). In the energy-related sources, measures such as combustion modification
technologies, implementation of flue-gas abatement techniques and fuel-switching from coal to natural gas
have helped reduce NO, emissions (*°).

NMVOC reductions mainly due to stricter regulations and control of solvent use
and emissions

Between 2000 and 2013 EU-28 emissions of NMVOCs, which are important ground-level ozone precursors,
fell by 3.4 % per year, from 11 million tonnes in 2000 to 7 million tonnes in 2013. The main contributor to
NMVOC emission reductions over this period was transport, with emissions falling by 73 %. The ‘indus-
trial processes and product use’ sector remained the main source of NMVOC emissions. It accounted for
about 50 % of total NMVOC emissions in 2013, after declining moderately by 23 % between 2000 and 2013.
Overall, the decline in EU NMVOC emissions was mainly a result of the introduction of vehicle catalytic
converters and legislative measures limiting solvent use and emissions in non-combustion sectors (*’).

Changes in livestock numbers and use of nitrogen fertilisers drive NH, reductions

Of the four air pollutants monitored here, EU-28 emissions of NH,, which contribute to acidification
and eutrophication and affect soil and water quality, declined the least. On average they fell by 0.9 % per
year (**), from 4.3 million tonnes in 2000 to 3.9 million tonnes in 2013. The transport and industrial sectors
showed the biggest reductions, with emissions falling by 50 % and 17 % between 2000 and 2013, respec-
tively. However, together they accounted for only 2.9 % of total NH, emissions in 2013. The vast majority
of ammonia emissions come from activities such as manure storage, slurry spreading and use of synthetic
nitrogenous fertilisers in the agricultural sector. Overall the agriculture sector was responsible for about
93 % of total NH; emissions in 2013. The average annual decline of almost 1% between 2000 and 2013 in
agricultural NH; emissions was primarily due to reduced livestock numbers across Europe (especially cat-
tle), changes in the handling and management of organic manures and the decreased use of on nitrogenous
fertilisers (**). However, the large reductions achieved in the agricultural sector since 1990 (almost 29 %)
have been slightly offset by the increase in emissions recorded over the same period in the road transport
sector, and to a lesser extent, the ‘solvent and product use’ and ‘non-road transport’ sectors (°).

(*%) European Environment Agency (2012), Air quality in Europe — 2012 report, EEA Report No 4/2012, p. 62.

(**) European Environment Agency, (2013), European Union emission inventory report 1990-2011 under the Convention on Long-range Transboundary Air Pollution
(LRTAP), EEA Technical report No 10/2013, p. 13.

(*) European Environment Agency (2013), Proportion of vehicle fleet meeting certain emission standards (TERM 034), Assessment published in March 2013,
accessed on 20 June 2013.

(*) European Environment Agency (2013), European Union emission inventory report 19902011 under the Convention on Long-range Transboundary Air Pollution
(LRTAP), EEA Technical report No 10/2013, p. 13.

(*’) European Environment Agency (2014), European Union emission inventory report 1990-2012 under the Convention on Long-range Transboundary Air Pollution
(LRTAP), EEA Technical report No 12/2014, p. 51.

(*) The majority of changes observed in the four indicators analysed here are clearly favourable. Although the long-term evaluation of NH; emissions
would only be ‘'moderately favourable’ (see the description of the evaluation method in the introductory chapter), the combined evaluation of all four
atmospheric emissions indicators can be considered as ‘clearly favourable’.

(%) European Environment Agency (2013), Ammonia (NH,) emissions (APE 003), Assessment published in January 2014, accessed on 16 March 2015.

() Ibid.
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http://www.eea.europa.eu/publications/eu-emission-inventory-report-lrtap
http://www.eea.europa.eu/publications/lrtap-2014
http://www.eea.europa.eu/publications/lrtap-2014
http://www.eea.europa.eu/data-and-maps/indicators/eea-32-ammonia-nh3-emissions-1/assessment-4
http://www.eea.europa.eu/data-and-maps/indicators/eea-32-ammonia-nh3-emissions-1/assessment-4
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What lies beneath this indicator?

Air pollution, covering man-made atmospheric emissions of sulphur oxides (SO,), nitrogen oxides (NO,),
non-methane volatile compounds (NMVOC) and ammonia (NH;), damages human health and the envi-
ronment. Effects on human health can range from minor respiratory irritation to cardiovascular diseases
and premature death. Adverse environmental impacts include eutrophication and acidification of ecosys-
tems, damage to ecosystems and crops through exposure to ozone, and damage to materials and cultural
heritage, such as monuments, due to exposure to acidifying pollutants and ozone. Thus, the indicator meas-
ures the environmental pressures through atmospheric emissions.
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Household electricity consumption rose by 14.8 % in the long-term period between 2000
and 2013. Growth in the short term has been much more limited, rising by only 0.9 % since
2008. A rising number of smaller households contributed to this trend.

Figure 2.16: Electricity consumption of households, EU-28, 1990-2013
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Source: Eurostat (online data code: tsdpc310)

In the short term between 2008 and 2013 household electricity consumption, accounting for nearly one-
third of final electricity consumption in the EU, grew continuously at an average rate of 0.2 % per year. This
growth rate, however, was considerably lower than the annual 1.1 % increase over the long term (2000-2013).

Since 2005, total electricity consumption of all households has increased by 2.6 %. This trend has been
largely influenced by the rising number of smaller households. For example, between 2005 and 2013 the
average number of people living in private households in the EU fell by 8 %, from 2.5 to 2.3, while the total
number of households in the EU-28 rose by 9.8 % (*))(*?).

Increased usage and rising ownership outweigh efficiency gains

Energy efficiency is a key target under the Europe 2020 strategy. However, one factor that might undermine
the success of energy efficiency measures in achieving a persistent reduction in domestic electricity con-
sumption is the ‘rebound effect’. For example, although the energy efficiency of some home appliances has
advanced significantly over the past two decades, this has also been accompanied by rising ownership and
usage, driving an increase in overall electricity consumption (%).

Slowdown in household electricity consumption

Since 1990 household electricity consumption has grown more or less steadily. However, after reaching a
record high of 72.7 million tonnes of oil equivalent in 2010, EU domestic electricity use experienced two
major reductions of 5% and 0.2 % in 2011 and 2013 respectively. This sudden slowdown was largely driven
by significant reductions in several Member States.

(') European Commission (2012), Energy Efficiency Status Report, p. 16.
(%?) Eurostat data on number of private households by household composition (online data code: Ifst_hhnhtych).
(%) European Environment Agency (2014), Environmental Indicator Report 2014: Environmental Impacts of Production-consumption systems in Europe, p. 137.
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How electricity consumption of households varies between Member States

Overall, ten Member States experienced an increase in per household electricity consumption between
2005 and 2013. Romania, which has the lowest rate in the EU, recorded the highest increase of 27 % for this
period, followed by Bulgaria with an increase of 23 %.

In 2013 large cross-country variations were still persistent, with the extreme being a five-fold difference
in per household electricity consumption between Finland and Romania. These disparities are likely to be
influenced by a number of socioeconomic factors including variations in disposable income and electric-
ity prices, but also by climate, lifestyles, average household size and energy efficiency of dwellings, among
others (*4).

Figure 2.17: Electricity consumption per household, by country, 2005 and 2013
(kg of oil equivalent per household)
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Source: Eurostat (online data codes: tsdpc310 and Ifst_hhnhtych)

What lies beneath this indicator?

Electricity is an essential part of people’s daily lives, enabling them to meet some of their basic human
needs from lighting, cooking and heating to cleaning and entertainment. However, high and continuously
growing domestic electricity consumption places pressure on the environment given that carbon-inten-
sive sources still account for a considerable part of Europe’s electricity generation mix. In this respect,
measures targeting energy efficiency of everyday appliances can have the potential for achieving significant
energy savings.

Electricity consumption of households represents the total amount of electricity consumed by all households.

(%) European Environment Agency (2012), Consumption and the Environment — 2012 Update, p. 32.
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Final energy consumption in the EU has fallen by 2.4 % over the long-term period from
2000 to 2013 and by 5.9 % in the shorter term from 2008 to 2013. Progress was helped by
the economic crisis, the shift from energy-intensive industries towards services and energy

efficiency gains.
yg Long term

. ) ) (since 2000)
Figure 2.18: Final energy consumption, EU-28, 1990-2013
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Source: Eurostat (online data code: tsdpc320)

Between 1990 and 2013 the amount of energy consumed by all end-use sectors in the EU increased by
2.2%. This has offset the positive environmental impacts of improvements in the energy production mix
and other technological developments achieved in the same period (**). Between 2000 and 2006 final energy
consumption increased almost continuously. The year 2006, however, marked a turning point, with energy
use stabilising and then falling in the years 2007, 2009, 2011 and 2012. The short-term period between 2008
and 2013 was characterised by a much stronger reduction in final energy consumption (1.2 % per year) com-
pared with the long-term period between 2000 and 2013 (0.18 % per year). This trend pushed the EU further
along its projected path to meeting the 20 % EU energy saving target by 2020 ().

A number of EU policy objectives require a certain level of final energy reduction through improvements
of energy efficiency and conservation.

Box 2.5: EU legislation on reductions in energy consumption

The Europe 2020 strategy includes specific head-  so-called 20-20-20 targets. Moving towards these
line targets for reducing greenhouse gas emissions  targets depends on innovations and technologi-
by 20%, rising the share of renewable energy in  cal improvements in the supply side of energy, but
final energy consumption to 20% and ensuring a  equally importantly in the promotion of sustainable
20% increase in energy efficiency by 2020 — the  energy consumption.

(%) European Environmental Agency (2013), Final energy consumption by sector (CSI 027/ENER 016).

(%) The EU Energy Efficiency Directive sets the objective (Article 1.1) ‘to ensure the achievement of the Union’s 2020 20% headline target on energy
efficiency and to pave the way for further energy efficiency improvements beyond that date’. The 20% target is defined in Article 3.1(a) as a maximum
of 1483 million tonnes of oil equivalent of primary energy or 1 086 Mtoe of final energy consumption in 2020.
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Energy demand constrained by the economic downturn, but energy efficiency
policies have also played a role

After reaching a peak in 2006, final energy consumption started experiencing strong fluctuations. Not sur-
prisingly, the strongest reduction in final energy consumption of 5.7 % in 2009 coincided with the biggest
contractions in the EU’s GDP. This was followed by an increase in 2010 (4.6 %), mainly attributed to the
signs of mild recovery from the crisis between 2009 and 2010 (7). However, after a second strong reduction
of 4.6 % in 2011, final energy consumption stabilised at a level similar to that of 2009.

The fall in energy consumption over the past decades was partially influenced by the reduction in energy
demand during the recent economic downturn, efficiency gains in the power sector and by end-consumers,
and the shift from energy-intensive industries towards services with a higher value added (°%). Energy effi-
ciency and conservation policies and measures also played an important role in bringing final energy con-
sumption onto a sustainable track (%).

Transport and services have driven final energy consumption over the past two
decades

In 2013, as in previous years, transport continued to take the largest sectorial share in the final energy con-
sumption mix, accounting for almost one-third, followed by households and industry amounting to 27 %
and 25 % of final energy consumption, respectively. However, compared with the 1990s the transport and
service sectors have undergone significant increases of more than 20% and 40 % respectively. Increased
energy use in the service sector has been attributed to the steady growth in the demand for electrical appli-
ances (mainly information and communication technologies) and other energy-intensive technologies
(air conditioning, for example) (°). The increase in the transport sector, on the other hand, was mainly
driven by increases in passenger and freight transport (as a result of changing lifestyles, growing demand
for private car ownership and growing urban settlements), which largely offset improvements in fuel effi-
ciency ("!). The rapid increases in passenger aviation between 1990 and 2005 have considerably heightened
transport demand. However, between 2007 and 2013 the final energy consumption in the transport sector
decreased by 9 % in the EU-28.

Figure 2.19: Final energy consumption, by sector, EU-28, 1990 and 2013
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Source: Eurostat (online data code: tsdpc320)

(%) European Environmental Agency (2015), Final energy consumption by sector (CSI 027/ENER 016).

(°®) European Environmental Agency (2015), Energy, published on 18 February 2015, accessed on 17 March 2015.

(%) European Environmental Agency (2015), The European Environment: State and Outlook 2015, Synthesis Report, p. 97.
() European Environmental Agency (2015), Final energy consumption by sector (CSI 027/ENER 016).

(") Ibid.
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Industrial and agricultural sectors have experienced substantial reductions
since 1990

These unfavourable trends were to some extent compensated for by large reductions in energy use achieved
in other areas between 1990 and 2013. Industrial and agricultural sectors reduced energy use by about
25% each. This reflected EU Member States’ gradual transition towards service-based economies, a shift
towards less energy-intensive manufacturing modes and the negative impact of the financial and economic
crisis (72).

However, energy consumption should be seen within the bigger picture of other consumption patterns. The
number of private cars in the EU in relation to the population (the motorisation rate) has increased in most
Member States over the past few years, even during the crisis. This has also been the case for household
consumption. The impact of the economic crisis on actual EU households’ individual consumption was
relatively moderate as government consumption at least partly counterbalanced a more significant contrac-
tion in household consumption ().

What lies beneath this indicator?

Our economies currently rely on energy to function and grow. However, if energy is produced and con-
sumed in an unsustainable way, excessive use can place serious pressure on the environment. Increased
energy consumption can also deplete fossil fuels and intensify EU’s dependency on imported energy. One
solution for relieving the environmental and economic pressures related to energy use is to reduce the over-
all scale of energy consumption through energy efficiency or conservation.

The indicator ‘final energy consumption by sector’ expresses the sum of energy supplied to the final con-
sumer’s door for all energy uses, broken down by consuming sector. It excludes deliveries to the energy
transformation sector and the energy industries themselves. For example, it does not include the energy
‘lost’ during the transformation of fossil energy such as oil and natural gas into the electricity that is eventu-
ally delivered to the consumer.

() European Environmental Agency (2015), Final energy consumption by sector (CSI 027/ENER 016).
() Eurostat (2013), Statistics in focus 2/2013, Analysis of EU-27 household final consumption expenditure, p. 1.
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The number of organisations with Eco-Management and Audit Scheme (EMAS)
registrations in the EU increased by 31 % in long-term period between 2005 and 2014, but
recorded a 5.8 % decrease in the short term between 2009 and 2014. A number of European
countries with relatively high numbers of EMAS registrations were the main contributors to
this declining trend.

Figure 2.20: Organisations and sites with Eco-Management and Audit Scheme (EMAS) registration,
EU-27,2005-2014
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Source: EU Commission, DG Environment (online data code: tsdpc410)

The number of organisations with an environmental management system, according to the ‘Eco-
Management and Audit Scheme’ (EMAS) Regulation in the EU (*)(”®), has increased significantly over the
past years. This trend indicates growing interest from companies, public authorities and other organisa-
tions in environmental management systems. Whereas in the long term EMAS registrations by organisa-
tions in the EU have increased by 3.1 % per year on average between 2005 and 2014, in the short term they
have actually decreased by 1.2% per year between 2009 and 2014. The decline in several Member States
with already high EMAS registration levels has been the main contributor to this trend reversal, including
reductions of 90% in Finland, 74 % in Sweden, 43 % in Denmark and 30% in the United Kingdom. The
number of sites with an environmental management system according to the EMAS Regulation has also
increased since 2005, at an even higher annual rate of 5.8 %. The highest increase of EMAS registrations
was observed in 2008 (11.9 %). Thereafter, participation increased at a diminishing rate until 2013. In 2013
and 2014, the number of EMAS registered organisations declined by 7.9 % and 1.7 % respectively, suggesting
that companies withdrawing from EMAS outstrip the recent increase of EMAS uptake in mostly southern
European countries.

The uptake of environmental management systems across Europe is in line with the wider effort at EU
and Member State level to promote greater commitment to corporate social responsibility (CSR) among
enterprises.

(") The Eco-Management and Audit Scheme (EMAS) is a voluntary tool for organisations to report and improve their environmental performance.
() Regulation (EC) No 1221/2009 on the voluntary participation by organisations in a Community eco-management and audit scheme (EMAS).
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Box 2.6: A series of instruments fostering EMAS at EU level

The EU has streamlined the wider endorsement of
EMAS, in particular through a number of initiatives.
These comprise among others the promotion of
awareness-raising activities among organisations,
stakeholders and the general public and the intro-
duction of co-funding schemes for innovative EMAS
projects through the Financial Instrument for the
Environment (LIFE) Programme. Efforts have also
been made to integrate EMAS into other EU environ-
mental policies and legislations such as the Direc-
tive on Eco-design of Energy Using Products (), the
Directive on Waste Electrical and Electronic Equip-
ment ("), the Public Procurement Directives (®) and

others. In agreement with the principles of sustain-
able development that it promotes, the European
Commission also decided to apply the EMAS Regu-
lation into its own activities, thus setting an example
for other organisations to follow ().

To further increase EMAS adoption among organisa-
tions, the European Commission set out a working
plan to identify sector-specific best practices and
benchmarks as well as indicators (). This tailored
sector-specific approach helps and guides EMAS
companies in a specific sector, contributing to a
harmonised and enhanced application of the EMAS
Regulation (¢').

How registration of environmental management systems varies between
Member States

A core group of EMAS front-runner countries have mainly driven the trend in EMAS registrations.
Germany, Spain and Italy have an exceptionally high absolute number of registrations. In terms of num-
bers of EMAS-registered organisations per million inhabitants, the uptake is also impressive in Cyprus
(62.5), Austria (29.9), Spain (23.5), Italy (17.3), Germany (15.2) and Denmark (10.0) (*3). However, a number
of Member States with initially high absolute number of EMAS registrations, corresponding to their long-
standing tradition of voluntary environmental management systems, have recorded considerable declines
between 2005 and 2014. For instance, over this period the absolute number of registered organisations
declined from 118 to 19 in Sweden, from 120 to 54 in Denmark, from 1619 to 1229 in Germany, from 41 to
4 in Finland, and from 25 to 5 in the Netherlands.

A partial explanation for this might be that long-term EMAS registrants face difficulties in meeting the
ongoing demand for improvements in environmental performance, as required by the scheme. On the
other hand, companies that have just introduced the scheme still have considerable potential for improve-
ment (). However, this decline happened against the backdrop of a pronounced increase in the absolute
number of EMAS registrations in a few central and southern European countries in the period 2005 to
2014, namely Poland (from 0 to 45), Hungary (from 1 to 23), Cyprus (from 0 to 51), Greece (from 6 to 39)
and Italy (from 258 to 1 017).

What lies beneath this indicator?

By improving their environmental performance, for example by enhancing energy and resource efliciency,
European companies and public organisations can take proactive action to overcome pressing environmen-
tal challenges. The Eco-Management and Audit Scheme (EMAS) and similar environmental management
schemes also benefit companies by allowing them to monitor their resource use via environmental perfor-
mance indicators, acquire public recognition and improve their reputation. Furthermore, EMAS enables
companies to gain a competitive advantage by achieving cost reductions and demonstrating their serious
commitment to reducing the environmental impacts of their operations.

7%) EuP Directive 2005/32/EC.

77) WEEE Directive 2002/96/EC.

78) Directive 2004/17/EC and 2004/18/EC.

7%) EMAS website http://ec.europa.eu/environment/emas/emas_ec/index_en.htm

%) EMAS website http://ec.europa.eu/environment/emas/documents/sectoral_en.html

®1) European Commission (2011), Establishment of the working plan setting out an indicative list of sectors for the adoption of sectoral and cross-sectoral reference
documents, under Regulation (EC) No 1221/2009 on the voluntary participation by organisations in a Community eco-management and audit scheme (EMAS),
2011/C 358/02, p. 1.

(%) 2015 data. Data available at http://ec.europa.eu/environment/emas/register/reports/reports.do;jsessionid=dmEnOe4sBJeof 13XEhxJXqOHjmGd7f13iXL6S
ctXNbdUiH53RnBV!1242473038

(®) Milieu Ltd and Risk and Policy Analysis Ltd (2009), Final Report: Study of the Costs and Benefits of EMAS to Registered Organizations, p. 62.
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http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=OJ:L:2005:191:0029:0058:en:PDF
http://eur-lex.europa.eu/resource.html?uri=cellar:ac89e64f-a4a5-4c13-8d96-1fd1d6bcaa49.0004.02/DOC_1&format=PDF
http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=OJ:L:2004:134:0001:0113:en:PDF
http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32004L0018&from=EN
http://ec.europa.eu/environment/emas/emas_ec/index_en.htm
http://ec.europa.eu/environment/emas/documents/sectoral_en.html
http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=OJ:C:2011:358:0002:0005:EN:PDF
http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=OJ:C:2011:358:0002:0005:EN:PDF
http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=OJ:C:2011:358:0002:0005:EN:PDF
http://ec.europa.eu/environment/emas/register/reports/reports.do;jsessionid=dmEn0e4sBJeof13XEhxJXqOHjmGd7f13iXL6SctXNbdUiH53RhBV!1242473038
http://ec.europa.eu/environment/emas/register/reports/reports.do;jsessionid=dmEn0e4sBJeof13XEhxJXqOHjmGd7f13iXL6SctXNbdUiH53RhBV!1242473038
http://ec.europa.eu/environment/emas/pdf/news/costs_and_benefits_of_emas.pdf
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The indicator measures the number of companies registered for EMAS. It should be noted that the use of
EMAS registrations for evaluating production patterns has some important limitations, namely the number
of EMAS participating organisations is very low compared with the number of companies active in the EU.
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The share of total agricultural area under organic cultivation in the EU has risen by 42.5 %
in the short term between 2007 and 2012. Agricultural policy support measures at EU and
national level, such as conversion and maintenance payments for organic production, have

. Short t
encouraged the development of the organic sector. ortterm

(since 2007)

Figure 2.21: Area under organic farming ('), 2005-2012
(% of utilised agricultural area)
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(") Total fully converted and under conversion to organic farming.

Source: Eurostat (online data code: tsdpc440)

The agricultural area under organic cultivation in the EU has increased continuously by an average of 7.3 %
per year in the short-term period between 2007 and 2012. The total area cultivated under EU standards for
organic farming made up 5.7 % of the total utilised agricultural area in 2012, up from 3.6 % in 2005. This
dynamic development was also reflected in the considerable growth in EU retail sales of organic products,
which reached EUR 22.2 billion in 2013 compared with EUR 16 billion in 2007 (3*)(*).

How organic farming varies between Member States

The country distribution of organic farmland in the EU does not seem to have changed much from 2005.
The highest share of organic agricultural land (78 % in 2011) and holdings (83 % in 2011) is still held by
Member States who joined the EU in 2004 or before, mainly as a result of the impact of European and
national legislation on the development of the organic sector in these countries (*). In 2012 Austria culti-
vated the largest share of organic land (18.6 %), followed by Sweden (15.8 %), Estonia (14.9 %) and the Czech
Republic (13.1 %), as in previous years. Similarly, Malta and Bulgaria remained the countries with the small-
est hectares of organically managed agricultural land, with only 0.3 % and 0.8 % respectively. However, the
speed of growth in the organic agricultural sector from 2005 to 2012 differed substantially across countries.

Some of the Member States who joined the EU in 2004 or afterwards experienced the largest growth in the
organic sector in the past few years, partly as a result of the support already provided to this type of produc-
tion before their accession to the EU and its subsequent increase afterwards (*”). Between 2005 and 2012, the
fastest uptake of organic farming was recorded in Poland and Bulgaria, with a four-fold increase (although
starting from a low level of 1% and 0.2 % respectively). This was followed by Cyprus, Romania and Malta.

(%) Organic Europe — European section of the organic world website: http://www.organic-europe.net/home-europe.html?L=0

(%) Research Institute of Organic Agriculture (FiBL) and IFOAM Organics International (2015), The World of Organic Agriculture: Statistics & Emerging Trends 2015,
p.181.

(%) European Commission (2014), The Rapid Growth of EU Organic Farming. Key facts and Figures. EU Agricultural Markets Briefs. No 3, p. 2.

(¥) European Commission (2013), Facts and Figures on Organic Agriculture in the European Union, p. 9.
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http://www.organic-europe.net/home-europe.html?L=0
https://www.fibl.org/fileadmin/documents/shop/1663-organic-world-2015.pdf
http://ec.europa.eu/agriculture/markets-and-prices/market-briefs/pdf/03_en.pdf
http://ec.europa.eu/agriculture/markets-and-prices/more-reports/pdf/organic-2013_en.pdf
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In 2012, five of the Member States who joined the EU in 2004 or afterwards (the Czech Republic, Estonia,
Latvia, Slovenia and Slovakia) already exceeded the 5.7 % EU average. Large disparities in the scale and devel-
opment of organic farming between Member States are likely to be influenced by a number of factors. These
include differences in organic production subsidies, regional production systems, market developments
and existence of a ‘facilitating’ environment such as extension services, vocational training and agronomic
research (*)(*). For example, between 2004 and 2005, 46 % of the organic area in the EU benefitted from
organic-specific support provided with agri-environmental measures. However, this varied greatly between
Member States with more than 90 % in Finland and less than 10 % in the United Kingdom (*°).

Barriers and incentives for organic farming

A number of factors may be holding back the development of organic farming in some countries. These
include difficulty achieving high enough prices due to lack of demand, short-term surpluses of some prod-
ucts (such as a glut of organic milk in some Member States in 2000) or supply chain and institutional bot-
tlenecks for organic producers (**). The EU has created a broad framework to help organic farming grow
across Europe.

EU trends in organic farming compared with other countries in the world

At the international level, the EU continues to be a forerunner of organic farming. It outperforms by far
a number of G20 countries such as the United States, Argentina or Australia. Whereas Australia and
Argentina account for some of the highest shares among G20 countries with 2.7 % and 2.6 % respectively,
the United States has only 0.5 % of its agricultural area under organic production (*?). A driving force behind
the dynamic expansion of Europe’s organic farming sector is its long-standing history, strong consumer
demand and extensive application of an EU-level legal framework for production, distribution, control and
labelling of organic products (**)(°**).

Figure 2.22: Certified organic agricultural area in the EU-27 and in other countries, 2013
(% of total agricultural area)
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(a)
() 2012 data.
(%) 2011 data.

Source: FiBL and IFAOM (2015) The World of Organic Agriculture — Statistics & Emerging Trends 2015 and Eurostat (online data code:
tsdpc440)

(%) European Commission (2014), The Rapid Growth of EU Organic Farming. Key facts and Figures. EU Agricultural Markets Briefs. No 3, p 4.

(%) European Commission (2013), Facts and Figures on Organic Agriculture in the European Union, p. 20.

(%) European Commission Directorate General for Agriculture and Rural Development (2010), An Analysis of the EU Organic Sector, p. 3.

(" Id., p. 18-19.

(*?) Data retrieved from FAO.

(**) Council Regulation (EC) No 834/2007 of 28 June 2007 on organic production and labelling of organic products and its implementing Regulations,
Commission Regulations (EC) No 889/2008 and (EC) No 1235/2008.

(**) Research Institute of Organic Agriculture (FiBL) and IFOAM Organics International (2015), The World of Organic Agriculture: Statistics & Emerging Trends 2015,
p. 174.
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http://ec.europa.eu/agriculture/markets-and-prices/market-briefs/pdf/03_en.pdf
http://ec.europa.eu/agriculture/markets-and-prices/more-reports/pdf/organic-2013_en.pdf
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http://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:32008R0889
http://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:32008R1235
https://www.fibl.org/fileadmin/documents/shop/1663-organic-world-2015.pdf
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What lies beneath this indicator?

Organic farming is a method of production that helps protect natural resource and biodiversity by prohib-
iting or restricting the use of chemical-synthetic pesticides, chemical fertilisers, growth hormones, anti-
biotics and genetic modifications (*°). Compared with conventional agricultural practices it enhances soil
health and natural fertility and reduces energy and water inputs while maintaining a comparable level
of productivity (*). In addition, organic farming promotes animal welfare and health by regulating the
use of feed and using production methods that meet animals’ specific behavioural needs. The high labour
intensiveness of organic production also contributes to the economic and social development of many rural
communities by creating jobs (*”). Last but not least, organic production helps to meet the growing demand
of EU consumers for high-quality, natural and healthy products.

The indicator measures the share of total utilised agricultural area (UAA) occupied by organic farming
(existing organically farmed areas and areas in the process of conversion).

Box 2.7: EU actions for fostering organic farming

The EU has implemented a number of initiative for
promoting and strengthening the organic sector.
The first European Action Plan for Organic Food
and Farming with 21 actions, including the crea-
tion of the new EU organic production logo, was
adopted in 2004 (*®). In 2007 the European Council
of Agricultural Ministers agreed on a new Council
Regulation (%), setting out the principles, aims and
overarching rules of organic production and defin-
ing how organic products were to be labelled.

On 24 March 2014, the European Commission pro-
posed a new regulation on organic farming, the
labelling of organic products, and a plan of 18
actions for the future of the organic sector up to
2020 (°°). The objective is to reinforce rules regarding
testing and producing organic food sold in the EU
and support growth in the sector. The Commission’s

strategy on organic farming focuses on three priority
domains. The first is to increase competitiveness of
EU organic producers, by:

« Increasing awareness of and synergies with EU
instruments targeting organic production.

o Addressing technical gaps in organic production,
with research, innovation, and their dissemination.

« Increasing information on the organic production
sector, as well as on the market and trade.

The second priority domain aims at ensuring con-
sumer confidence in the European scheme for
organic food and farming, as well as trust on the
organic products imported, in particular as to the
control measures. The objective of the third priority
domain is to reinforce the external dimension of the
EU organic production scheme.

(**) European Commission, Agriculture and Rural Development — Organic Farming: A Guide for Stakeholders, Farmers, Processors and Distributors.

(%) Pimentel, D., Hepperly, P, Hanson, J,, Seidel, R. and Douds, D. (2005), Organic and Conventional Farming Systems: Environmental and Economic Issues,
pp. 26-27.

(") http://ec.europa.eu/agriculture/organic/home_en

(*®) European Commission (2004), European Action Plan for Organic Food and Farming, COM(2004) 415 final.

() Council Regulation (EC) No 834/2007.

("% European Commission (2014), Action Plan for the future of Organic Production in the European Union, COM(2014) 179 final.
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http://ec.europa.eu/agriculture/organic/documents/eu-policy/european-action-plan/act_en.pdf
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Overview of the main changes

Until 2009, the number of people at risk of poverty or social exclusion had been falling steadily. However,
in that year the trend reversed following the onset of the economic crisis. This unfavourable short-term
trend has pushed the EU off its path to meeting the Europe 2020 strategy’s target of lifting at least 20 mil-
lion people out of the risk of poverty or social exclusion by 2020. The economic crisis has also influenced
many of the other indicators in the social inclusion theme. Trends have deteriorated in the short term, in
particular after 2009, with an increasing number of people being affected by one or more forms of poverty,
namely monetary poverty, severe material deprivation and very low work intensity. The same holds true for
long-term unemployment. In contrast, trends have been favourable for most of the education indicators,
in particular regarding early school leavers and tertiary education. However, trends in adult education, as

monitored through participation in lifelong learning, are less encouraging.

Table 3.1: Evaluation of changes in the social inclusion theme, EU-28 (")
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Indicator

Long-term evaluation
(since 2000)

Short-term evaluation
(last five-year period)

People at risk of poverty or social
exclusion

& o

<-(;z) e)

Monetary poverty and living conditions

Risk of poverty after social transfers

Severe material deprivation

Income inequalities

&0
Q]

Ho

Access to labour market

Very low work intensity

Working poor

Long-term unemployment

Gender pay gap

&0

é’t) ®
@ ®

Education

Early leavers from education and training

Tertiary education

Lifelong learning

Education expenditure

e
)

o

&D

00

(") An explanation of the evaluation method and the meaning of the weather symbols is given in the Introduction and in Annex lll. (%) Evaluation based on

EU-27; from 2005. () Evaluation based on EU-27. () From 2002. (°) From 2003.
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Key trends in social inclusion

Almost every fourth person at risk of poverty or social exclusion

Between 2005 and 2013, 2.7 million people were lifted out of the risk of poverty or social exclusion in the
EU-27. This number fell consistently between 2005 and 2009 but started to rise again with the onset of the
economic crisis. In 2012, the number of people at risk of poverty or social exclusion in the EU-28 peaked at
more than 124 million, before falling back by more than one million in 2013.

Still almost one in four people in the EU were at risk of poverty or social exclusion in 2013. The overall slow
progress endangers the Europe 2020 strategy’s target of lifting at least 20 million people out of the risk of
poverty or social exclusion by 2020.

Monetary poverty increasing and living conditions deteriorating

Monetary poverty remains the most prevalent form of poverty in the EU, with 16.6 % of the total popula-
tion affected. The number of people at risk of poverty after social transfers in the EU-28 has risen by 1.8 %
since 2010.

The number of people affected by severe material deprivation fell overall between 2005 and 2013. However,
the favourable trend had started to reverse in 2009 with the onset of the economic crisis. In 2013, 48.3 mil-
lion people in the EU-28 were living in conditions severely constrained by a lack of resources. This was equal
t0 9.6 % of the total EU population.

Income inequality barely changed between 2008 and 2013. In 2013, the richest 20% of the population
earned about five times as much as the poorest 20 %.

Labour market has experienced less inclusive development

The number of people affected by very low work intensity increased by 5.3 % in the EU-28 between 2010 and
2013. Economic inactivity substantially increases the risk of being poor.

Poverty and social exclusion do not only affect economically inactive or unemployed people. The share of
working poor increased between 2005 and 2013 by 8.5%. In general, men were more at risk of in-work
poverty than women.

The EU-28’s long-term unemployment rate fell between 2004 and 2008. However, this favourable trend
started to reverse with the onset of the economic crisis from 2008 onwards. Until 2013 the long-term unem-
ployment rate climbed to a high of 5.1 % and remained at this level in 2014.

The hourly gross earnings of women are slowly catching up with those of men. Between 2006 and 2013,
there was a 1.3 percentage point drop in the gender pay gap.

Improvements in education

The share of early leavers from education and training has fallen steadily since 2003, reaching 11.1% in
2014. If this trend can be sustained, the target to reduce early school leaving rates to less than 10 % by 2020
appears in reach.

The share of the population aged 30 to 34 with tertiary educational attainment has been continuously
increasing since 2002. The trend suggests the Europe 2020 target of increasing this share to at least 40 % by
2020 will be reached.

Participation in lifelong learning increased by 27.4 % between 2003 and 2014. Nevertheless, progress is slow
and the EU benchmark of at least 15% of adults participating in lifelong learning in 2020 may be difficult
to reach.
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Why do we focus on social inclusion?

In line with the sustainable development agenda, the EU aims to actively include every citizen, notably the
most disadvantaged, fully in society, including in work. By doing so, it endeavours to tackle various chal-
lenges: poverty, social exclusion, labour market segregation, long-term unemployment and gender inequali-
ties. Thus in the EU the poverty and social inclusion concepts are closely interlinked.

A substantial proportion of the EU population is at risk of poverty or social exclusion, but not all are
affected in the same way. Some have a low income compared with other residents in the same country,
but this does not necessarily imply a low standard of living. Social transfers help a subset of this group
achieve an income above the poverty threshold. Another form of poverty is material deprivation. Those
affected cannot pay unexpected expenses or afford some items considered to be desirable or necessary to
lead an adequate life. Reducing inequalities between the highest and the lowest incomes contributes to the
Sustainable Development Strategy’s goal of achieving a high level of social cohesion. Differences between
the earnings of men and women are also an issue.

Income status and education level are closely linked. Tertiary education and lifelong learning enable citi-
zens to gain and update knowledge, skills and competences needed for employment, social inclusion and
personal fulfilment. Early school leavers and adults with low educational attainment are more likely to
experience very low work intensity or be among the working poor.

Social inclusion also links to the wider theme of socioeconomic development. Public expenditure on educa-
tion helps foster economic growth and productivity. Poverty and unemployment represent a non-realisation
of human capital and thereby a social and economic loss to society. Furthermore, gender pay gaps reduce
work and education incentives for women, hindering overall economic performance. More highly educated
people have a greater potential to contribute to the economy. In turn, a well-performing economy and good
labour market performance fosters employment, decreases monetary poverty and strengthens social inclu-
sion. A strong economy also has more resources for social transfers to help people who still live in poverty.
Poverty and unemployment affect people’s health and are thus a challenge for national budgets.

How does the EU tackle social inclusion?

The EU Sustainable Development Strategy (EU SDS) (') The EU also aims to boost inclusive growth through
dedicates one of its seven key challenges to social  two of the seven flagship initiatives of the Europe
inclusion, demography and migration. The overall 2020 strategy:

objective is to ‘create a socially inclusive society’ and ) i i
'to secure and increase the quality of life of citizens.  * The ‘European platform against poverty and social

Its operational objectives and targets include: exclusion’ ensures economic, social and territorial
cohesion. It guarantees respect for the funda-

mental rights of people experiencing poverty
and social exclusion, and mobilises support to
help people integrate in the communities where
they live.

e Pursuing the EU objective of taking steps to deci-
sively reduce the number of people at risk of
poverty or social exclusion by 2010 with a special
focus on reducing child poverty.

« Ensuring a high level of social and territorial cohe- . ) o
sion at EU level and in Member States as well as ~ * The ‘Agenda for new skills and jobs” helps people
respect for cultural diversity. acquire new skills, adapt to a changing labour

market and make successful career shifts. The

initiative also modernises labour markets to raise

employment levels, reduce unemployment, raise

o ‘At least 20 million fewer people in or at risk of pov- labour productivity and ensure the sustainability
erty or social exclusion’. of the EU's social models.

One of the EU headline targets of the Europe 2020
strategy aims to fight poverty and social exclusion (:

(") Council of the European Union (2006), Review of the Sustainable Development Strategy (EU SDS) — Renewed Strategy, 10917/06.
(%) Overview of Europe 2020 targets.
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Further reading on social inclusion

European Commission (2015), Social Europe —
Aiming for inclusive growth, Annual Report of the
Social Protection Committee on the social situation
in the European Union (2014), Publications Office for
the European Union, Luxembourg.

Eurostat (2015), Quality of life — Facts and views, 2015
edition, Publications Office of the European Union,
Luxembourg.

European Commission (2015), Employment and Social
Developments in Europe 2014, Publications Office of
the European Union, Luxembourg.

European Commission (2014), Investing in people: EU
funding for employment and social inclusion, Social
Europe guide, Volume 7, Publications office of the
European Union, Luxembourg.

European Commission (2013), Social Europe — Current
challenges and the way forward, Annual Report of the
Social Protection Committee (2012), Publications
Office of the European Union, Luxembourg.

OECD (2014), Society at a Glance 2014: OECD Social
Indicators, OECD Publishing, Paris.
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About 2.7 million people in the EU-27 were lifted out of the risk of poverty or social
exclusion in the long-term period between 2005 and 2013. However, the situation has @
deteriorated in the shorter term since 2008, pushing the EU off its path to meeting the 0
Europe 2020 strategy’s poverty target. 0
Long term
Figure 3.1: People at risk of poverty or social exclusion, 2005-2013 ()(?) (since 2005)
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() 2005-2006 data are estimates. () The overall EU target is to lift at least 20 million people out of the risk of poverty or social exclusion by 2020. Due to the
structure of the survey on which most of the key social data is based (the EU Statistics on Income and Living Conditions), a large part of the main social

indicators available in 2010, when the Europe 2020 strategy was adopted, referred to 2008 data for the EU-27 as the most recent data available. This is why
monitoring of progress towards the Europe 2020 strategy’s poverty target takes EU-27 data from 2008 as a baseline year.

Source: Eurostat (online data code: tsdsc100)

The headline indicator ‘people at risk of poverty or social exclusion’ shows the number of people affected by
at least one of three forms of poverty: monetary poverty, material deprivation or very low work intensity.
People can suffer from more than one dimension of poverty at a time.

The number of people at risk of poverty or social exclusion in the EU-27 had been decreasing steadily
before the economic crisis. It reached its lowest level in 2009, with about 114.5 million people at risk in the
EU-27. However, the impact of the economic crisis on Member States’ financial and labour markets led to
a considerable worsening of the situation in the following years. The number of people at risk of poverty or
social exclusion reached a peak in 2012, with about 122.6 million people affected in the EU-27, before falling
slightly to 121.6 million people in 2013. The EU-28, for which data are only available from 2010 onwards,
followed a similar trend as the EU-27 but at a slightly higher level.

The steep increase between 2009 and 2012 and the slight reduction in 2013 means 25.0 million people in
the EU-27 still need to be lifted out of the situation of being at risk of poverty or social exclusion in order to
meet the target set for 2020.

The three dimensions of poverty

The 122.9 million people who were at risk of poverty or social exclusion in the 28 EU Member States in
2013 were affected by one or more dimensions of poverty. As shown in Figure 3.2, monetary poverty was
the most widespread form of poverty in 2013, with 83.4 million people living at risk of poverty after social
transfers. This was followed by material deprivation, affecting 48.3 million people, and very low work inten-
sity, affecting 40.7 million people.
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Figure 3.2: Aggregation of sub-indicators of ‘people at risk of poverty or social exclusion’, EU-28,
2013
(million people)

People living in
households with very
low work intensity

40.7

Source: Eurostat (online data code: ilc_pees01)

Box 3.1: What do we mean by ‘social exclusion’?

The EU concept of poverty is very distinctive com-
pared with the rest of the world because it goes
hand in hand with the concept of social exclusion.
Thus, when we talk about poverty in the EU we are
concerned with issues that go beyond just income.
Among others, these include lack of access to jobs,
education and health care. With regard to issues
such as social isolation, for instance, we are equally
concerned with the way that damaged personal
relationships can harm individual well-being.

Although the headline indicator ‘people at risk
of poverty or social exclusion’ measures primar-
ily economic shortages, within the general Euro-
pean political context social exclusion is perceived
as a broader concept, encompassing a number
of complex and multifaceted issues. According to
one working definition by the European Commis-
sion, social exclusion can be described as ‘a process
whereby certain individuals are pushed to the edge
of society and prevented from participating fully by
virtue of their poverty, or lack of basic competencies
and lifelong learning opportunities, or as a result of

discrimination. This distances them from job, income
and education and training opportunities, as well as
social and community networks and activities. They
have little access to power and decision-making
bodies and thus often feel powerless and unable to
take control over the decisions affecting their day-
to-day lives’ ().

Another important definition of the concept is
presented in the Commission’s 1992 communica-
tion ‘Towards a Europe of solidarity’, where social
exclusion is described as the result of ‘mechanisms
whereby individuals and groups are excluded from
taking part in the social exchanges, from the compo-
nent practices and rights of social integration and of
identity. Social exclusion goes beyond participation
in working life; it is felt and shown in the fields of
housing, education, health and access to services’ (*).

[t should be noted that the social inclusion chapter
in this current publication is based on the wider con-
cept of social exclusion, which is also used to frame
the European policy agenda ().

European Commission (2012), Directorate-General for Employment, Social Affairs and Inclusion, Employment and Social Developments in Europe 2011,

Publications Office of the European Union, Luxembourg, p. 144.

Commission Communication, Towards a Europe of solidarity. Intensifying the fight against social exclusion, fostering integration, COM(92) 542 final, 23

December 1992.

For further explanations about the EU’s concept of poverty and social exclusion, please see the video ‘Poverty in Europe — beyond just income’ on the

Eurostat website.
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Of all the people at risk of poverty or social exclusion in 2013, 40.3 million people, or almost one-third
(32.7 %), were affected by more than one dimension of poverty. Of these, 13.5 million people suffered from
monetary poverty and material deprivation, 3.8 million were both materially deprived and living in house-
holds with very low work intensity, and 13.7 million were affected by low work intensity and monetary
poverty. Another 9.3 million people were affected by all three forms (see Figure 3.2).

The three sub-indicators — monetary poverty, material deprivation and very low work intensity — have
developed quite unevenly over the past few years. As a result they have had a similarly uneven effect on the
changes in the overall ‘people at risk of poverty or social exclusion” headline indicator. The sub-indicators
and their trends are analysed in more detail in the following sections of this chapter.

Box 3.2: How does the EU fight poverty and social exclusion?

Under its ‘inclusive growth’ priority, the Europe 2020  To underpin this objective, the European Commis-
strategy has set the target of ‘promoting social inclu-  sion has launched two flagship initiatives under the
sion, in particular through the reduction of pov- ‘inclusive growth’ priority: the ‘Agenda for new skills
erty, by aiming to lift at least 20 million people out  and jobs’ and the ‘European platform against pov-
of the risk of poverty or social exclusion’ by 2020. erty and social exclusion'.

Women are more likely to live in poverty and social exclusion than men

In 2013, 25.4 % of women were at risk of poverty or social exclusion across the EU compared with 23.6 %
of men. This put the EU-wide gender gap at 1.8 percentage points. Women were worse off in all coun-
tries except Spain and Portugal where the risk of poverty or social exclusion was slightly lower for women
than for men in 2013. The gaps were widest in Lithuania (4.7 percentage points), Germany (3.1 percentage
points), the Czech Republic and Sweden (3 percentage points each), and Bulgaria (2.9 percentage points).
Portugal, Finland and Denmark were the most egalitarian countries in terms of risk of poverty or social
exclusion, with gender gaps of less than or about 0.5 percentage points. The gender gap narrowed in most
countries between 2008 and 2013, except in the Netherlands, Lithuania and Sweden.

The disparities between women and men become more distinct when looking at age groups. Among men,
young people aged 18 to 24 were most at risk (31.1%) in 2013 compared with older people aged 65 or over
(15.3%). In contrast, women were more likely to be at risk of poverty or social exclusion in all age groups.
The risk was most unequal between men and women among the older people aged 65 or over. In this age
group the gender gap was 5.2 percentage points in 2013.

Figure 3.3: People at risk of poverty or social exclusion, by sex and age group, EU-28, 2010 and 2013
(% of population)
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Source: Eurostat (online data code: ilc_peps01)

B Sustainable development in the European Union



http://appsso.eurostat.ec.europa.eu/nui/show.do?dataset=ilc_peps01&lang=en

3 A

Social inclusion

Young people aged 18 to 24 are more at risk than other age groups

For both men and women, young people aged 18 to 24 are most likely to be at risk of poverty or social exclu-
sion. More than 30 % were at risk in 2013 (31.1 % for men and 32.7 % for women). People younger than 18
years of age were the next high-risk group, at 27.7 %. Moreover, the situation of young people aged 18 to 24
has not improved compared with 2010. Although their risk of poverty or social exclusion had been falling
until 2009, it climbed back in the following years.

In contrast, older people aged 65 or over showed the lowest rates of 18.2% (15.3 % for men and 20.5% for
women) in 2013. The rates of this age group have shown a steady decline over the period 2010 to 2013 (see
Figure 3.3). As a result the differences of the at-risk-of-poverty rate between young and older people have
increased. This indicates that the burden of the financial crisis has fallen more heavily on those already
belonging to the most vulnerable groups of society. The widening of the gap between young people aged 18
to 24 and older people aged 65 or over can also be seen in most Member States. The gap increased in almost
all countries, in some cases massively, between 2008 and 2013. In Denmark, the differences increased by
about 18 percentage points. This was due to the number of young people at risk of poverty or social exclusion
rising by 11 percentage points and the number of elderly at risk falling by about seven percentage points.

Single parents face the highest risk of poverty or social exclusion

Almost 50 % of single people with one or more dependent children were at risk of poverty or social exclu-
sion in 2013. This was double the average and higher than in any other household type or group analysed.
Figure 3.4 shows that the situation for single parents at the EU level has improved only marginally since
2010 when 52.0 % of single-parent households were at risk of poverty or social exclusion. However, it should
be noted that single-parent households only account for 4.6 % of all households. The group with the low-
est poverty rate in 2013, and showing the most improvement since 2005, were households with two adults
where at least one person was aged 65 years or over.

Figure 3.4: People at risk of poverty or social exclusion, by household type, EU-28, 2010 and 2013
(% of population)
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Single person with dependent children

One adult younger than 65 years_
Single person i ——
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Three or more adults with dependent children |
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Two adults with one dependent child
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Source: Eurostat (online data code: ilc_peps03)

People with low educational attainment are more likely to be at risk

In 2013, 34.8 % of people with at most lower secondary educational attainment were at risk of poverty or
social exclusion (see Figure 3.5). In comparison, only 11.9% of people with tertiary education were in the
same situation. This indicates that the least educated people were about three times more likely to be at risk
than those with the highest education levels.
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Figure 3.5: People at risk of poverty or social exclusion, by education level, EU-28, 2010 and 2013
(% of population aged 18 and over)
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Source: Eurostat (online data code: ilc_peps04)

How risk of poverty and social exclusion varies across Member States

Overall, 24.5% of the EU population was at risk of poverty or social exclusion in 2013. However, this con-
ceals considerable variations among Member States in both the level and dynamics of this indicator (see
Figure 3.6). In Bulgaria almost half of the population (48.0 %) was at risk in 2013. In the Czech Republic
(14.6 %), the Netherlands (15.9 %) and Finland (16.0 %) the rate was about three times lower. In the EU as a
whole, and in most Member States, the number of people at risk of poverty or social exclusion reached its
lowest level in 2009 before rising again.

Significant differences between Member States could be seen during the period 2008 to 2013. Some coun-
tries made clear progress in integrating their most vulnerable members into society. Reductions in the
number of people at risk of poverty or social exclusion ranged from 2 % to 15% in Poland (- 15 %), Romania
(- 9%), Austria (- 9%), Finland (- 8 %), Slovakia (- 4 %), Czech Republic (- 5%) and France (- 2 %). A num-
ber of countries, however, experienced an increase in the number of people at risk. In Cyprus, Greece, Malta
and Luxembourg the number increased by more than 20 % or even by more than 30 %.

Figure 3.6: People at risk of poverty or social exclusion, by country, 2008 and 2013
(% of population)
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One reason for the disparity in poverty rates across the EU is the uneven impact of the economic crisis on
Member States. Differences in the structure of labour markets, welfare systems, the fiscal position and fiscal
consolidation measures have also played a role (°).

Relative and absolute measures of poverty

The three forms of poverty developed quite distinctly between 2005 and 2013. One possible explanation for
the divergence of monetary poverty on the one hand and material deprivation and very low work intensity
on the other is the different structure of the indicators. While monetary poverty is measured in relative
terms, material deprivation and very low work intensity are absolute measures. The relativity of monetary
poverty means the at-risk rate may remain stable or even increase even if a country’s average or median
disposable income increases. Absolute poverty measures, however, are likely to decrease during economic
recoveries. For further details see the following sections on risk of poverty after social transfers, severe
material deprivation and very low work intensity.

What lies beneath this indicator?

Measuring poverty and social exclusion requires a multidimensional approach. Household income is a key
determinant of living standards, but other aspects preventing full participation in society such as access to
labour market and material deprivation also need to be considered. Therefore, the European Commission
adopted a broad ‘at-risk-of-poverty or social exclusion rate’ indicator to serve the purposes of the Europe
2020 strategy. This indicator is an aggregate of three sub-indicators: (1) monetary poverty, (2) material
deprivation and (3) very low work intensity. People are only counted once even if they are present in several
sub-indicators.

People are considered at risk-of-poverty if they have an equivalised disposable income below the risk-of-
poverty threshold, which is set at 60 % of the national median equivalised disposable income (after social
transfers). Material deprivation covers issues relating to economic strain and durables. Severely materially
deprived persons have living conditions constrained by a lack of resources. They cannot afford at least four
out of the following nine items: i) to pay rent or utility bills, ii) to keep their home adequately warm, iii) to
face unexpected expenses, iv) to eat meat, fish or a protein equivalent every second day, v) a week-long holi-
day away from home, vi) a car, vii) a washing machine, viii) a colour TV, or ix) a telephone. People living in
households with very low work intensity are those aged 0 to 59 living in households where the adults (aged
18 to 59) have worked less than 20 % of their total work potential during the past year.

(6) European Commission (2013), Social Europe — Current challenges and the way forward. Annual Report of the Social Protection Committee (2012), Publications
Office for the European Union, Luxembourg, p. 18.
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There were 83.4 million people at risk of poverty after social transfers in the EU-28 in 2013.

In the EU-27, arise of 4 % has been observed over the long term since 2005, as well as a @

short-term increase of 1% since 2008. Monetary poverty remains the most prevalent form

of poverty in the EU. 00
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Figure 3.7: People at risk of poverty after social transfers, 2005-2013 (')
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Source: Eurostat (online data code: tsdsc280)

People are considered to be at risk of monetary poverty when their equivalised disposable income (after
social transfers) is below the at-risk-of-poverty threshold, which is set at 60 % of the national median equiv-
alised disposable income after social transfers. To support people at risk of poverty, governments provide
social security in the form of social transfers, such as benefits relating to education, housing, pensions or
unemployment.

The number of people at risk of poverty after social transfers in the EU-27 has increased by about 4.0 % over
the long term, from 79.3 million in 2005 to 82.5 million in 2013. However, the rate of increase has slowed in
the short term, rising by just 1.3 % between 2008 and 2013. The EU-28 has shown a similar tendency since
2010 but on a slightly higher level. In contrast to other poverty-related indicators in this chapter, the number
of people at risk of poverty after social transfers had already increased before the economic crisis began.

Social transfers alleviate the prevalence of monetary poverty

The 83.4 million people being at risk of poverty after social transfers in 2013 translate into a share of 16.6 %
of the total EU population. Without the cushioning effect of social transfers, the share of people at risk of
poverty would be even higher: in 2013, the share of the EU-28 population at risk of poverty before social
transfers was 24.5 %. There is a wide gap in performance between the welfare systems in different EU coun-
tries. Some countries have managed to reduce the risk of poverty by more than 50 % and some by less than
20% (EU average 32 %).
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How the share of people at risk of poverty after social transfers varies across
Member States

Across the EU, Greece (23.1 %), Romania (22.4 %) and Bulgaria (21.0 %) reported the highest rates of peo-
ple at risk of poverty after social transfers in 2013. On the other side of the spectrum, the Czech Republic
(8.6 %), the Netherlands (10.4%) and Finland (11.8 %) performed best in terms of the percentage of the
population living in monetary poverty in 2013.

Figure 3.8: People at risk of poverty after social transfers, by country, 2008 and 2013
(% of population)

28
26
24
22
20
18
16
14
12
10
8
6
4
2
0IAI,\I Iulml_clxlmlwl_cl>‘lmlmlcl ImImImIAI>I_cImI_I>INIAIAINlmlmlwl I'c|>~|'c| INIAI
= igcazgcsszwgetstch&ES°¢EtEg cdc 5%
@ 24 S S8 eSS CoE P2 083ETCSgERBEsZay ©ES = ©
N o a~x~T £ >:—G)C3>w9>\§_QoEO"“" _|"‘m3_D’E=- [7] = @
= € O . = o = = n T © v % o (V2]
) O 0iL g —= = S5 < O v U €T g uw o o 9a<£ 350V L =N o
w x < awv T n vV SNV a SV E o ¢ = o
=] v £ (@] — (7]
c o x £ 2 O
[ 4 S X 2} o]
(7] )
N e =
(@] 9 o
L= =
)

2008 [ 2013

() 2010 data (instead of 2008).
(%) Break in time series in 2012.
(%) Break in time series in 2009.

Source: Eurostat (online data code: tsdsc280)

What lies beneath this indicator?

The indicator is one of three components of the Europe 2020 strategy’s headline indicator ‘people at risk of
poverty or social exclusion’. It reflects the definition of poverty adopted by the European Council in 1975
which defined the ‘poor’ as ‘those individuals or households whose resources are so low as to exclude them
from the minimum acceptable way of life in the country where they live’. The indicator is a relative measure
of income poverty and is responsive to the employment, education and welfare policies that are mobilised
to fight poverty.

The indicator ‘at-risk-of-poverty rate after social transfers’ measures the share of persons at risk of monetary
poverty. To take into account the impact of differences in household size and composition, the total dispos-
able household income is ‘equivalised’. The equivalised income attributed to each member of the household
is calculated by dividing the total disposable income of the household by an equivalisation factor. People at
risk-of-poverty are those with an equivalised disposable income below the risk-of-poverty threshold, which
is set at 60 % of the national median equivalised disposable income (after social transfers).
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The number of people affected by severe material deprivation has fallen by 8.5 % in the
EU-27 over the long term since 2005. However, the economic crisis reversed this favourable
trend in the short term, resulting in a 13.8 % rise in the number of people affected between
2008 and 2013. Severe material deprivation remains the second most prevalent form of

poverty in the EU. Long term
(since 2005)

Figure 3.9: Severely materially deprived people, EU-27 and EU-28, 2005-2013 ()
(million people)
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Source: Eurostat (online data code: tsdsc270)

Material deprivation covers issues relating to economic strain, durables and housing, and the environment
of dwellings. Severely materially deprived people have living conditions greatly constrained by a lack of
resources. In 2013, 48.3 million people in the EU-28 were living in such conditions. This was equal to 9.6 %
of the total EU population or every tenth person, making severe material deprivation the second most com-
mon form of poverty in the EU.

Between 2005 and 2009 the number of people living in conditions of severe material deprivation in the
EU-27 fell gradually by 22.7 %. This favourable trend was reversed with the start of the economic crisis in
late 2008. Between 2009 and 2012 the number of affected people rose by 21.9 % before falling back by 2.8 %
in 2013. As a result of the gradual fall before the crisis, the trend has developed favourably over the long
term since 2005, but has been clearly unfavourable in the short term since 2008 due to the steep increase
after the onset of the crisis.
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How the share of severely materially deprived persons varies across Member States

In 2013, the levels of severe material deprivation differed widely across the EU, from 43 % in Bulgaria to as
low as 1.8 % in Luxembourg and 1.4 % Sweden.

Figure 3.10: Severely materially deprived people, by country, 2008 and 2013
(% of population)
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Source: Eurostat (online data code: tsdsc270)

A combination of factors is likely to cause these persistent disparities between Member States. Differences
in living standards, levels of development and social policies all play a part (’). In a few Member States
the share of people living in poor conditions is much higher than the share of people at risk of monetary
poverty. For example, in Bulgaria the proportion of people living in severely deprived conditions is almost
twice as high as the share of the population living in monetary poverty. On the other hand, in a number of
countries with higher standards of living, such as Sweden, Luxembourg and Denmark, monetary poverty
appears more prevalent that severe material deprivation.

Since 2008 the number of people living in severe material deprivation has increased in the majority of
Member States. The rate has fallen in nine countries and remained stable in two. In general, these were
countries with initially low rates, below or around 5.9%, such as Austria, Finland, Belgium, France,
Germany and Sweden. In Romania the rate also decreased by 4.4 percentage points, from 32.9 % in 2008.
The most distinct improvement, however, took place in Poland, which reduced its share of severely materi-
ally deprived people by 5.8 percentage points, from 17.7 % in 2008.

What lies beneath this indicator?

The indicator is one of three components of the Europe 2020 strategy’s headline indicator ‘people at risk
of poverty or social exclusion’. Severely materially deprived persons are living in conditions severely con-
strained by a lack of resources. They are unable to afford at least four out of the following nine items: to pay
rent or utility bills; to keep their home adequately warm; to pay unexpected expenses; to eat meat, fish or a
protein equivalent every second day; a week’s holiday away from home; a car; a washing machine; a colour
TV; or a telephone. The indicator thus measures poverty in absolute terms and therefore complements the
relative (income-related) indicator on monetary poverty.

(’) European Commission (2013), Social Europe: Current challenges and the way forward, Annual Report of the Social Protection Committee — 2012, Publications
Office of the European Union, Luxembourg, p. 27.
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Inequality of income distribution remained unchanged in the EU between 2005 and 2013.

The richest 20 % of the population still earn about five times as much as the poorest 20 %. @
Figure 3.11: Inequality of income distribution, 2005-2013 (")
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Source: Eurostat (online data code: tsdsc260)

The income quintile share ratio compares the income received by the 20 % of the population with the high-
est disposable income to that received by the 20% of the population with the lowest disposable income.
Between 2008 and 2013, income inequality has remained stable in the EU, with the richest 20% of the
population earning about five times as much as the poorest 20 %.

How income inequalities varies across Member States

There are considerable differences among Member States in terms of income inequality. In 2013, Romania,
Greece and Bulgaria recorded the highest inequality in income distribution. In all three of these Member
States the total income of the richest 20 % of the population was almost seven times as high as the income of
the poorest 20 %. On the other hand the Czech Republic and the European Free Trade Association countries
Norway and Iceland recorded the most equal distribution of income across Europe, with income quintile
share ratios below 3.5.
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Figure 3.12: Inequality of income distribution, by country, 2008 and 2013
(income quintile share ratio)
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Source: Eurostat (online data code: tsdsc260)

EU trends in income inequality compared with other countries in the world based
on the Gini coefficient

The Gini coeflicient is another commonly used measure for monitoring trends in income inequality. A coef-
ficient of 100 expresses total inequality (meaning all the income is earned by one person) and a coefficient
of 0 expresses perfect equality (meaning everyone earns the same income). In 2013 the Gini coefficient for
the EU-28 stood at 30.5, similar to previous years (*). Income inequality according to this measure was low-
est in Norway, Slovakia, Slovenia, the Czech Republic and Sweden, with coefficients of less than 25. On the
other hand, in Bulgaria, Latvia and Lithuania the index exceeded the EU average by four points, indicating
relatively high income inequality in these countries. At the global level, income is far more unequally dis-
tributed than within the EU. According to OECD data from 2012, the Gini coeflicient, and therefore income
inequality, was highest in Mexico (48.2) and the United States (38.9) and lowest in Iceland (25.2) (°).

What lies beneath this indicator?

Reducing inequalities contributes to the EU Sustainable Development Strategy’s goal of achieving a high
level of social cohesion. The quintile share ratio focuses on the gap between the poorest and richest strata of
society. It does not measure inequalities that occur in the middle segment or within the poorest or richest
segments. If income were completely evenly distributed, each household would have the same income and
therefore the same share of the total income. However, in reality, income is unevenly distributed.

The income quintile share ratio (580/S20) is the ratio of the total income received by the 20 % of the coun-
try’s population with the highest disposable income (top quintile) to that received by the 20 % of the coun-
try’s population with the lowest disposable income (bottom quintile). The higher the ratio, the greater the
income inequality.

() See http://ec.europa.eu/eurostat/product’mode=view&code=tessi190
(°) OECD, Income Distribution and Poverty, Gini coefficient (at disposable income, post taxes and transfers).
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The number of people affected by very low work intensity in the EU-27 has increased by
16.8 % over the short term since 2008. However, a smaller increase of 2.3 % was recorded @
over the longer term since 2005. Lack of employment is a major driver of monetary poverty 0
and material deprivation. 0
Long term
Figure 3.13: People living in households with very low work intensity, EU-28 and EU-27, 2005-2013 (") (since 2005)
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Source: Eurostat (online data code: tsdsc310)

In 2013, 10.8 % (or 40.2 million) of the EU-27 population aged 0 to 59 were living in households with very
low work intensity. This means the working age members of the household worked less than 20 % of their
potential during the previous year. Very low work intensity increased between 2005 and 2006 before declin-
ing until 2008. It then remained stable for one year before increasing gradually again in parallel with the
rising unemployment levels as a result of the crisis. The EU-28 trend has followed a similar path since 2010.

How very low work intensity varies across Member States

Across Europe, the share of people living in households with very low work intensity has ranged from 6.4 %
in Romania and 6.6 % in Luxembourg to 23.9 % in Ireland (see Figure 3.14). Between 2008 and 2013 Greece,
Ireland and Spain reported the highest increases in the amount of households with very low work inten-
sity, by 10.7, 10.2 and 9.1 percentage points respectively. On the other side of the spectrum, improvements
were observed in Romania (1.9 percentage points), Germany (1.8 percentage points), France (0.9 percentage
points), Poland (0.8 percentage points) and the Czech Republic (0.3 percentage points).
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Figure 3.14: People living in households with very low work intensity, by country, 2008 and 2013
(% of population aged less than 60)

26
24
22
20
18
16
14
12
10
8
6
4
2
0

o~ © L c T © VW VU © ®© C N XN 0 X O 5 =X © [} > o

= 'EQ:‘U-g'i':EU'E'E-g‘—"cC'Sr_V'EgEE'Ct’E"Q’“E 228 o

0 S 29 c 8c5 5SS ogo5nmmEeEma225 Y cec2mc i S & 2 = ©

aE £82¢5z235c22c=8egx8-3EPEo0S5oE5Y%s Tws JI°¢

Lo 2 o 3 ° r 3 a2 £ = = - = c S8 3§ ®© 4 U 9 9 0

o) SE g a <0 o 9T T o £6553c5 03 oV = Lo = o

o zwmm [V v, <V :Q_IommCDLm = e

X < @ k= Y 2 I

33 =z N4 2] [}

N o =

V] i o

.E >_

S [N

2008 [ 2013

() 2010 data (instead of 2008).
(%) Break in time series in 2012.
(%) Break in time series in 2009.

Source: Eurostat (online data code: tsdsc310)

In some countries the share of people living in households with very low work intensity has increased by
an amount similar to the decrease in their employment rate. In some cases such as in Greece and Spain
the increase has been even stronger. This indicates that the most vulnerable households have been hit the
hardest by falling employment rates (**). However, in many countries the lack of access to labour does not
seem to correspond to the prevalence of other forms of poverty or social exclusion: material deprivation
and monetary poverty. Ireland, for example, in 2013 had a high proportion of households with very low
work intensity (23.9 %) despite its risk of monetary poverty (14.1 %) being below the EU average. In contrast,
Romania had one of the highest proportions of its population living at risk of monetary poverty in 2013
(22.4%) and at the same time one of the lowest shares of households with very low work intensity (6.4 %).

What lies beneath this indicator?

The very low work intensity indicator is one of three components of the Europe 2020 strategy’s headline
indicator ‘people at risk of poverty or social exclusion’. People are defined as living in households with very
low work intensity if they are aged 0 to 59 and the working age members in the household worked less than
20 % of their potential during the past year.

(%) European Commission (2013), Social Europe: Current challenges and the way forward, Annual Report of the Social Protection Committee — 2012,
Publications Office of the European Union, Luxembourg, p. 28.
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In 2013, 8.9 % of employed people in the EU-28 were considered to be working poor. The

share of working poor in the EU-27 increased by 0.7 percentage points in the long-term

period between 2005 and 2013 and by 0.3 percentage points in the shorter term between

2008 and 2013, mostly as a result of a strong increase since 2010. Men were more at risk of in-

work poverty than women. Long term
(since 2005)

Figure 3.15: In work at-risk-of-poverty rate, by sex, EU-28, 2005-2013 ()

(% of employed people aged 18 or over) @
10.0

95 . 09
e Short term
9.0 Ay T Ll Bl e 8.9 :
SEEaaam=a Sraa, : (since 2008)
8.5 86
8.0 8.2 .
7.5
7.0
6.5
6.0
S
Oy T T T T T T T T 1
2005 2006 2007 2008 2009 2010 2011 2012 2013
Women (EU-27) "% Men (EU-27) Total (EU-27)
Women (EU-28) “ Men (EU-28) Total (EU-28)

(') 2005-2006 data are estimates.

Source: Eurostat (online data code: tsdsc320)

Poverty and social exclusion do not only affect those who are economically inactive or unemployed. Between
2005 and 2013, the share of so-called ‘working poor’ in the EU-27 increased by 0.7 percentage points. The
strongest increase was recorded between 2010 and 2012. In 2013, the in-work poverty rate fell back slightly
by 0.1 percentage points.

Who is most at risk of in-work poverty?

Certain groups among the working population face high risks of being poor. Factors affecting in-work
poverty rates include household type, type of contract, working time and hourly wages, among others.
Multi-person adult households without dependent children are much less at risk of in-work poverty than
households with dependent children and single-person households. Single parents are the most at risk, with
one out of five affected in 2013. Part-time employment can also lead to this form of poverty. In general men
were more affected by in-work poverty than women (9.3 % compared with 8.4 %) in 2013. The situation was
the opposite for young workers aged 18 to 24 years. In this case women were more affected with 12.5% at
risk of in-work poverty compared with 10.6 % for men. Of all age groups, young workers have shown the
highest in-work at-risk-of-poverty rates.

What lies beneath this indicator?

Poverty is often associated with the absence of a paid occupation. Nevertheless, low wages can also push
some working people below a given poverty line.

Employed persons are defined as working poor if they are aged 18 or over and have an equivalised dispos-
able income below the national risk-of-poverty threshold, which is set at 60 % of the national median equiv-
alised disposable income (after social transfers).
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The EU’s long-term unemployment rate has risen by 24 % in the long-term period since
2002. The trend tended to be favourable until 2008, but then worsened considerably with
the onset of the economic crisis.

Long term Figure 3.16: Long-term unemployment rate, by sex, EU-28, 2002-2014
(since 2002) (%)
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Source: Eurostat (online data code: tsdsc330)

Long-term unemployment describes people aged 15 or over who have been unemployed for longer than a
year. These people usually find it harder to obtain a job than people who have been unemployed for shorter
periods, thus they face a higher risk of social exclusion. The generally favourable trend of falling long-term
unemployment in the early 2000s reversed after the onset of the economic crisis. From 2009 to 2014 the
share of long-term unemployed in the EU increased considerably, by 2.1 percentage points. In 2014, 5.1 % of
the economically active population had been unemployed for longer than a year. Differences between men
and women have disappeared over the past five years.

What lies beneath this indicator?

A large number of long-term unemployed people generate huge social and economic costs in terms of pas-
sive labour market expenditure and on social assistance systems, which provide support when the long-
term unemployed exhaust their rights to unemployment benefits. Long-term unemployed people are also
at a high risk of social exclusion.

A period of unemployment of one year or more is the main criterion for determining long-term unemploy-
ment. The unemployment rate comprises people aged 15 to 74 who did not work for pay or profit during the
reference week, who are available for work and were actively seeking work.
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The gap between women’s and men’s earnings fell by 1.3 percentage points in the EU-27
between 2006 and 2013. This means the hourly gross earnings of women are catching up
with those of men.

Short term
Figure 3.17: Gender pay gap in unadjusted form, 2006-2013 () (since 2008)
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Source: Eurostat (online data code: tsdsc340)

The gap between women’s and men’s earnings decreased in the EU-27 between 2006 and 2010, and was
rather stable between 2010 and 2013. In 2013, women’s hourly gross earnings were 16.4 % lower than those
of men. The development in the EU-28 was very similar for the period for which data are available.

What lies beneath this indicator?

Occupational segregation of the sexes is one of the most commonly cited reasons for the gender pay gap.
On the one hand, women tend to be employed in predominantly low-valued and low-paid sectors. This is
often linked to gender stereotyping, occupational possibilities for part-time employment, traditions and
societal norms, which affect educational and career choices. On the other hand there is a lack of women
in senior and executive level positions. This is commonly related to caring responsibilities, personality dif-
ferences and lack of progression opportunities in part-time jobs (*!). Due to the impact of the gender pay
gap, women earn less over their lifetimes compared with men. This results in lower pensions and a risk of
poverty in old age.

The unadjusted gender pay gap (GPG) represents the difference between average gross hourly earnings of
male and female paid employees as a percentage of average gross hourly earnings of male paid employees.
All employees working in firms (*) with ten or more employees are included.

(") New JNCHES Equality Working Group (2011), The Gender Pay Gap — A Literature Review.
(*?) Firms: the whole economy except agriculture, fishing, public administration, private households and extra-territorial organisations.
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The share of early leavers from education and training fell by 5.3 percentage points in
the EU-28 between 2003 and 2014. If this trend can be sustained, the Europe 2020 target
to reduce the rate of early leavers from education and training to less than 10 % by 2020
should be within reach.

Figure 3.18: Early leavers from education and training, by sex, EU-28, 2002-2014 (')
(% of the population aged 18 to 24)
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Source: Eurostat (online data code: tsdsc410)

Since 2003 the share of the population aged 18 to 24 with at most lower secondary education and not in
further education or training has fallen continuously in the EU-28. This trend mirrors reductions in almost
all Member States for both men and women. If these dynamics can be sustained, the Europe 2020 targets of
reducing the share of early leavers from education and training to less than 10 % should be within reach. In
the EU-28 as a whole, rates of early leavers from education and training are about three percentage points
higher for men than for women. Since 2002, this gap has closed only slightly.

How the share of early leavers from education and training varies across
Member States

In 2014, rates of early leavers from education and training varied by a factor of eight across Member States,
from 2.7 % in Croatia to 21.9% in Spain. The lowest proportions of early leavers were observed in Croatia,
Slovenia, Poland, the Czech Republic and Lithuania with rates of less than € %. The share was highest in
Spain, Malta, Romania and Portugal, with rates of 17 % or more.
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Figure 3.19: Early leavers from education and training, by country, 2009 and 2014 (')
(% of the population aged 18 to 24)
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Between 2009 and 2014 strong falls in rates of early leavers from education and training took place in south-
ern European countries, especially Portugal (from 30.9% to 17.4 %), Spain (from 30.9% to 21.9 %), Malta
(from 25.7 % to 20.4 %) and Cyprus (from 11.7 % to 6.8 %), as well as in Latvia (from 14.3 % to 8.5 %). In 2014,
19 Member States had early school leaving rates below the 11.1% EU average and had met the overall EU
target of 10 %.

Box 3.3: How does the EU tackle early school leaving?

The Europe 2020 strategy calls for intensified efforts ~ Development Strategy encompasses the same tar-
to reduce the proportion of early leavers from  get, with the additional aim of ensuring that at least
education and training to less than 10% by 2020.  85% of 22 year olds have completed upper second-
The 10% target is stated as one of five headline  ary education.

targets to be reached by 2020. The EU Sustainable

What lies beneath this indicator?

Young adults who lack a basic education are more likely to be unemployed or work in low-wage jobs, and
are less likely to progress in their career. A basic education may allow people to adapt to a changing labour
market.

The indicator is a headline indicator of the Europe 2020 strategy and shows the share of the population aged
18 to 24 with at most lower secondary education and not in further education or training.

(%) See footnote 15 below for a description of the changes in the figures for France related to an extensive revision of the questionnaire of the Labour Force
Survey by INSEE, the French Statistical Office.
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Tertiary educational attainment has risen by more than 60 % in the EU over the long term
since 2002. The EU seems to be on track to meeting its target of increasing the share of 30
to 34 year olds having completed tertiary education to at least 40 % by 2020.

Figure 3.20: Tertiary educational attainment, by sex, EU-28, 2002-2014 (')
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Source: Eurostat (online data code: tsdsc480)

The share of 30 to 34 year olds who have attained tertiary education has increased continuously in the
long term, from 23.6 % in 2002 to 37.9% in 2014. Short-term developments have also been positive, with
tertiary educational attainment increasing by more than five percentage points between 2009 and 2014.
Disaggregated by gender, the data reveal that growth in the share of tertiary graduates has been consider-
ably faster for women, who have already met the Europe 2020 target eight years early and continue to show
improvements. Progress has been slower for men: by 2014, only 33.6 % of 30 to 34 year old men had attained
tertiary education. Provided these positive trends continue, the EU seems to be on track to meeting its
target of increasing the share of the population aged 30 to 34 that have completed tertiary education to at
least 40 % by 2020.

How tertiary educational attainment varies across Member States

Between 2002 and 2014, the tertiary educational attainment rates of 30 to 34 year olds increased in all
Member States. In 2014, 16 Member States already exceeded the Europe 2020 target of 40 %, the majority of
them being countries from northern and central Europe. At the other end of the scale, the lowest tertiary
educational attainment rates — of less than 30 % — have been observed in the Czech Republic, Slovakia,
Malta, Romania and Italy.
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Figure 3.21: Tertiary educational attainment, by country, 2009 and 2014 (')
(% of the population aged 30 to 34)
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Box 3.4: How does the EU foster tertiary education?

The Europe 2020 strategy includes the target of  university or university-like education according to
‘increasing the share of 30 to 34 year olds hav- UNESCO's International Standard Classification of
ing completed tertiary or equivalent education to  Education (ISCED 2011) level 5 to 8.

at least 40%' by 2020. Tertiary’ education means

What lies beneath this indicator?

The importance of fostering higher education is illustrated in forecasts by the European Centre for the
Development of Vocational Training (Cedefop) concerning the skills required by the labour market until
2025. Between 2013 and 2025, some 20 million jobs requiring medium or high-level qualifications are esti-
mated to be created, whereas positions only requiring low qualifications are expected to decline by nearly
12 million.

The indicator is a headline indicator of the Europe 2020 strategy and is defined as the percentage of the
population aged 30 to 34 who have successfully completed tertiary studies (for example at universities and
higher technical institutions).

() Data until 2013 are classified according to ISCED 1997 and data from 2014 according to ISCED 2011, which is the reason behind the break in time series in
2014. The time series is comparable for all countries with the exception of AT where there was a level shift break due to a reclassification.
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A 27.4% increase has been recorded in lifelong learning in the EU since 2003. Nevertheless,
progress is slow and the EU benchmark of at least 15 % of adults participating in lifelong
learning in 2020 may be difficult to reach.

Figure 3.22: Lifelong learning, by sex, EU-28, 2002-2014 (')
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Source: Eurostat (online data code: tsdsc440)

Between 2003 and 2009 the share of the EU adult working population participating in continued educa-
tion and training increased from 8.4% to 9.3%. Between 2009 and 2012, participation in lifelong learn-
ing declined from 9.3% to 9.0 %. This slowed progress towards the benchmark set in the EU’s Strategic
Framework for Education and Training (ET 2020), which aims to increase the share of adults participating
in lifelong learning to at least 15 % by 2020. However, between 2012 and 2014, the ratio of adults involved
in lifelong learning increased again to 10.7 %. This rise is mainly influenced by a methodological change to
the French Labour Force Survey (**). There is still a 4.3 percentage point gap to overcome to reach the 2020
target, which might be difficult to achieve without further measures.

(™) INSEE, the French Statistical Office, has carried out an extensive revision of the Labour Force Survey questionnaire. The new questionnaire was used
from 1 January 2013 onwards. It impacts significantly the level of various French LFS-indicators. Detailed information on these methodological
changes and their impact is available on INSEE's website http://www.insee.fr/fr/themes/info-rapide.asp?id=14 Box ‘Pour en savoir plus’. Due to this
revision, comparisons with the past should be avoided, both for the French data and for the EU aggregates, which are also affected. In particular, the
variable EDUCSTAT (participation in regular/formal education during the last four weeks) has been calculated from 2013 based on a question on formal
education (and no longer on initial education); this has some (rather minor) impact on the number of students aged 25-64. The variable COURATT
(participation in non-formal education during the last four weeks) from 2013 covers all non-formal education and training activities (four questions are
asked instead of one question = the implementation of the variable in the questionnaire changed and now covers/catches these activities better). As
a result the participation in non-formal activities triples for the age group 25-64, and this change explains the change in the overall lifelong learning
indicator. The online table ‘trng_Ifs_09" provides the breakdown by formal/non-formal and age group for further evaluation of the change in the
percentages. Given the share of France in the population aged 25-64 in 2013 (about 12.2 %) the impact of this methodological change in France has
been assessed by Eurostat as having had an impact of about 1.5 % on the EU-28 average.
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Box 3.5: EU initiatives to promote lifelong learning

The Europe 2020 flagship initiative ‘Agenda for new
skills and jobs' presents concrete actions aimed
at helping the EU reach its employment target of
having 75% of the working-age population (20 to
64 years) in work by 2020. One of these actions —
‘Equipping people with the right skills for the jobs

lifelong learning. The Europe 2020 flagship initiative
"Youth on the move’ also supports lifelong learning
as one of its four main lines of action, to develop key
competences and quality learning outcomes, in line
with labour market needs. This also means tackling
the high level of early school leaving.

of today and tomorrow' — is directly linked with

What lies beneath this indicator?

Lifelong learning measures participation in formal and in non-formal education and training on an ongo-
ing basis with the aim of improving knowledge, skills and competence. Lifelong learning is indispensable
for improving and developing skills, advancing careers, adapting to technological development and return-
ing to the labour market.

The indicator lifelong learning refers to people between 25 and 64 who stated that they received education
and training in the four weeks before the survey compared with the total population of the same age group.
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Expenditure on education has increased by 0.34 percentage points in the EU-28 since
2006. Investment in education is essential for addressing the long-term impacts on
unemployment.

Figure 3.23: Public expenditure on education, 1999-2011 (')
(% of GDP)
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() Data are estimates.

Source: Eurostat (online data code: tsdsc510)

Public expenditure on education as a percentage of GDP increased slightly in the EU-27, from 4.91 % in
2000 to 5.25% in 2011. This average figure conceals considerable cross-country variations in the alloca-
tion of public resources for education, ranging from 2.53 % in Lithuania to 8.75 % in Denmark in 2011. The
EU-28, for which data are available from 2002 onwards only, has followed a similar trend to the EU-27.

What lies beneath this indicator?

Public expenditure on education as a percentage of GDP is often considered an indicator of how commit-
ted a government is to developing skills and competences. Investment in education is essential for facing
economic crises and an challenges posed by an ageing population. It helps foster economic growth and pro-
ductivity, and enhances innovation and competitiveness. While fiscal and monetary policies can counteract
the adverse effects of the crisis in the short run, investment in education is a necessary policy measure for
addressing its long-term impacts on unemployment.

The indicator is defined as total public expenditure on education, expressed as a percentage of GDP.
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SUSTAINABLE
DEVELOPMENT

INDICATORS

Overview of the main changes

The employment rate of older people has increased in both the long term since 2002 and the short term
since 2009. The positive trend has been consistent for both men and women over the entire time period.
Because the employment rate for older women has grown faster than for older men, the gap between men
and women has narrowed slightly. Trends for other indicators in the ‘demography’ sub-theme have var-
ied. Life expectancy at age 65 showed only moderate improvements in both the long and short terms. The
fertility rate developed less favourably. Population growth varied strongly in the long run and short run.
Net migration generally increased but dipped substantially after the onset of the economic crisis. Old-age
dependency has increased in the long term, with even stronger growth in the short term. In contrast, the
‘old-age income adequacy’ showed continuous progress. Trends in the sub-theme ‘public finance sustain-
ability’ have been mixed. Government debt rose substantially, while the duration of working life has slightly
but steadily progressed in both the long and short terms. From 2000 to 2008 the impact of ageing on public
expenditure remained steady.

Table 4.1: Evaluation of changes in the demographic changes theme, EU-28 (')

Indicator Long-term evaluation Short-term evaluation
(since 2000) (last five-year period)

Employment rate of older workers @

Demography

Life expectancy and healthy life years at 3

age 65 @ 0 @

Population growth
Total fertility rate @ ) g)
Migration

Old-age dependency

Old-age income adequacy

Income level of over-65s compared ©) ©
to before

Public finance sustainability

Government debt : @ ()

Retirement Q) Q)

The impact of ageing on public
expenditure

Pension expenditure projections

(') An explanation of the evaluation method and the meaning of the weather symbols is given in the Introduction and in Annex lIl. (?) From 2002. (%) From
2004. (*) From 2001. () From 2005; Evaluation based on EU-27. (%) Evaluation based on EU-27. (’) Last three-year period.
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Key trends in demographic changes

Half of older workers have jobs and the gender employment gap for this group is closing

On average, 51.8 % of older workers in the EU were employed in 2014. Since 2002 the employment rate of
older people aged 55 to 64 has slightly but continuously increased. As a result, the original 50 % target set
in the Lisbon strategy — the predecessor to Europe 2020 — to be met by 2010 was achieved finally in 2013.

Overall the employment rates of older women and older workers in total have resisted the effects of the
economic slowdown, as shown by their steady upward trends. In 2014 the employment rate of older women
remained roughly 13.7 percentage points lower than that of older men, with 45.2% of older women in
employment compared with 58.9 % of older men. However, a narrowing of the gender gap for this indicator
can be observed. While the employment rate of older men has increased by 10.7 percentage points since
2002 and 4.3 percentage points since 2009, the increase was clearly higher for women, rising by 16.1 per-
centage points since 2002 and 7.5 percentage points since 2009.

Population structure trends confirm demographic challenges

Life expectancy at age 65 in the EU was 21.1 years for women and 17.7 years for men in 2012. Since 2002
the expected years to live have increased continuously for both sexes and the gap between men and women
has declined. However, from 2011 to 2012 life expectancy has fallen slightly for both women (by 0.9 %) and
men (by 0.6 %). Despite the overall improvements, the years to live without any activity limitation have not
followed the same positive trend. In 2012, both women and men aged 65 were expected to live on average
8.5 years in a healthy condition.

In 2013, the total EU population grew by 3.4 per 1000 persons. The crude rate of population change has
been volatile over time. An increase after 2002 was followed by a temporary dip in the short term, after 2008,
caused by a slowdown in both net migration plus adjustment and natural population growth. Furthermore,
a considerable divergence in this indicator is visible across Member States.

In 2013, the EU total fertility rate was at 1.55 children per woman, far below the replacement level of 2.1
children per woman. The indicator has increased by 6.2 % since 2001 (1.46 children per woman), but has
fallen by 3.7% since 2008 (1.61). After a period of stabilisation at 1.6 children per woman until 2011, the
indicator has since slightly decreased further.

In contrast to the fertility rate, the crude rate of net migration plus adjustment in the EU seems to be
recovering after a dip following the economic crisis. In 2013 it was 3.2 per 1000 persons, similar to the crude
rate of 2002.

The EU old-age-dependency ratio, that is the ratio between the elderly population aged 65 and over and
the population of working persons aged 15 to 64 years, increased continuously between 2001 and 2014 to
28.1%. Europop2013 population projections (*) point towards further increases, up to 50 % in 2055.

Income levels of pensioners have improved continuously

In 2013 the average income level of pensioners in the EU was 55% of the earnings of the working popula-
tion aged 50 to 59. The aggregate replacement ratio has followed a moderate upward trend both in the long
term, since 2005, and the short term, since 2008. Across Member States the ratio of income levels from pen-
sions of elderly people relative to the income level from earnings of those aged 50 to 59 ranged from 37 % in
Ireland to 79 % in Luxembourg.

Government debt levels are rising and drifting apart across Member States

Government debt in the EU increased substantially between 2011 and 2014, from 80.9 % to 86.8 %. A recov-
ery from the onset of the economic crisis has yet to be seen. Government debt levels varied significantly
across the EU in 2014, ranging from 10.6 % of gross domestic product (GDP) in Estonia to 177.1 % in Greece.
Compared with 2009, the range between the lowest and the highest general government gross debt level of
Member States has slightly increased.

(') Population projections are what-if scenarios that aim to provide information about the likely future size and structure of the population. Europop2013,
the latest Eurostat's population projection is one of several possible population developments scenarios based on a set of assumptions for fertility,
mortality and net migration.
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Many Member States reformed their pension systems to extend their population’s duration of working life
and subsequently reduce the costs for pension payments by the state. Between 2000 and 2013 the duration
of working life in the EU increased by 2.2 years. In 2013, men worked on average 37.7 years and women
32.5 years during the course of their life.

The social protection expenditure on care for the elderly in the EU-27 has increased from 0.37 % of GDP
in 2000 to 0.50 % in 2008 and further to 0.56 % in 2012.

Pension expenditure in the EU is projected to remain stable at around 11 % of GDP, from 11.3 % in 2013 to
11.2% in 2060.

Why do we focus on demographic changes?

The EU is facing major demographic changes, including an ageing population, low birth rates, changing
family structures and migration. These currently pose challenges for social policy and are likely to become
even more important in the future. While the global population is predicted to rise significantly, Europe’s
share is shrinking. Nevertheless, the current demographic situation in the EU is characterised by continu-
ous population growth, even if the pace of increase has varied over time.

Net migration — the difference between people entering the EU and those leaving — is for now the most
important factor for population growth, and might be even more so in future. Economically productive
migrants contribute to the economy through labour and taxes. Furthermore, migrant workers may alleviate
the negative effects of population ageing and increasingly be needed to maintain the sustainability of pen-
sion systems. The EU Sustainable Development Strategy (EU SDS) recognises the contribution of positive
net migration to meeting the challenges of demographic changes. However, because migration also occurs
between Member States, it may put increasing demographic pressure on those countries where more people
have left than have arrived.

To a lesser extent, EU population growth is caused by natural increase, defined as the surplus of live births
over deaths during a year. It is supported by moderate improvements in the life expectancy of people aged
65 and an increase in the total fertility rate over the last decade. Still, the average number of children per
woman is far below the ‘replacement level’, which is the fertility level needed to keep the population size
constant without inward or outward migration. Because people live longer and births are not enough to
replace the elderly population, the EU’s population is growing older.

The shrinking proportion of working-age population combined with the rising number of retirees puts
pressure on public finances. This is reflected by the old-age dependency ratio, which has been continuously
increasing over the last decade and is expected to grow by up to 50% in 2060. The EU is bound to tackle
these challenges by increasing the participation of older workers in the labour market. Substantial progress
has already been made in the employment rate of older workers (aged 55 to 64). In order to reach the target
of an employment rate of 75% for the total working-age population, set in the Europe 2020 strategy, the
labour market integration of older workers has to be further improved. In this respect, the provision of
incentives to work longer, an increase in the retirement age and continuous development of skills and life-
long learning are all becoming more important.

Healthy public finances, reflected by general government gross debt, are essential to meet the needs of age-
ing populations and to promote economic growth while preventing debt from being handed down to future
generations. In addition to pensions, which make up a big part of public expenditure, other expenditure
might be needed to provide adequate old-age care and social protection. With an ageing population, the
EU is facing trade-offs between pensions that are sustainable, on the one hand, and adequate, on the other.
Besides addressing poverty, pension systems play a role in allowing retirees to maintain living standards
comparable to those achieved during their working lives, thus preventing social exclusion of the elderly (*).
The shift towards longer working lives (later retirement) in the EU is essential to support the sustainability
and adequacy of pension systems.

(%) The Europe 2020 strategy has set a target to lift at least 20 million people out of the risk of poverty and social exclusion by 2020.
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How does the EU tackle demographic changes?

The EU Sustainable Development Strategy (EU SDS) () Agenda for new skills and jobs:
dedicates one of its seven key challenges to demo-
graphic change. The objective is ‘to create a socially
inclusive society by taking into account solidarity
between and within generations and to secure and
increase the quality of life of citizens as a precondi-
tion for lasting individual well-being'.

« To reach the objective of an employment rate of
75 % for women and men aged 20 to 64 by 2020;
labour market integration of underrepresented
categories (such as older workers and legal
migrants) has to be improved.

 To promote aforward-looking and comprehensive
labour migration policy, which would respond in a
flexible way to the priorities and needs of labour

The EU SDS has set the following operational objec-
tives and targets:

o Supporting the Member States in their efforts to markets.
modernise social protection in view of demo- : :
. European platform against poverty and social
graphic changes.

exclusion:

« Significantly increasing the labour market partici-
pation of women and older workers according to
set targets, as well as increasing employment of
migrants by 2010.

 The Europe 2020 strategy has set a target to lift at
least 20 million people out of being at risk of poverty
or social exclusion by 2020. The income level of pen-
sioners is an indicator of the demographic changes

o Continuing developing an EU migration policy, theme that is affected by this poverty target.
accompanied by policies to strengthen the inte-
gration of migrants and their families, taking into
account the economic dimension of migration.

The 2015 Work Programme of the European Commis-
sion has stressed migration as one of ten priorities:

The Europe 2020 strategy, set out by the European The European Agenda on Migration:
Commission in 2010 (), does not include demographic e Developing a holistic approach covering both

change as one of it main topics. However, two EU legal migration, to make the EU a more attractive
targets under the inclusive growth priority () refer to destination for highly skilled people and compa-
the issue. They are further specified in two flagship nies, and improving the management of migra-
initiatives: tion into the EU through greater co-operation

with third countries, solidarity among our Mem-
ber States and fighting human trafficking.

Further reading on demographic changes

European Commission (2013), EU Employment and  European Foundation for the Improvement of Living
Social Situation, Quarterly Review (March 2013), Special ~ and Working Conditions (2013), Employment trends
Supplement on Demographic Trends, Publications  and policies for older workers in the recession, EF/12/35/
Office of the European Union, Luxembourg. EN, Publications Office of the European Union,

Council of Europe (2012), Demographic trends RSO,

in Europe: turning challenges in to opportunities, — Eurostat website: Key to European statistics, Population
Parliamentary Assembly, Doc. 12817, Strasbourg. (Demography, Migration and Projections).

(%) Council of the European Union (2006), Review of the EU Sustainable Development Strategy (EU SDS) — Renewed Strategy, 10917/06, Brussels.
(*) European Commission (2010), Europe 2020 — A strategy for smart, sustainable and inclusive growth, COM (2010) 2020 final, Brussels.
(°) European Commission website: Europe 2020 in a nutshell, Targets.
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The proportion of 55 to 64 year olds in employment in the EU has increased by

13.4 percentage points over the long term since 2002 and by 5.9 percentage points in the
short term since 2009. Employment rates of older women have caught up slightly with that
of older men.

Long term
. (since 2002)
Figure 4.1: Employment rate of older workers, by sex, EU-28, 2002-2014
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Source: Eurostat (online data code: tsdde100)

In 2014, 51.8% of people aged 55 to 64 in the EU were in employment. This is a 13.4 percentage point
increase compared with the 2002 level of 38.4%. The positive trend has been consistent over the entire
period observed for both men and women. The employment rate for older women increased substantially
between 2002 and 2014, from 29.1% to 45.2%. In contrast, the increase for older men was smaller from
48.2 % to 58.9 % over the same period. The stronger performance of older women helped to close the gender
gap in this indicator slightly.

Despite substantial improvement in the employment rates of workers aged 55 to 64 in many countries over
the last decade, there is still enormous potential for further growth (°).

Until 2011, the employment rate of older workers had been evaluated against the target set out in the Lisbon
strategy and the EU SDS, to ‘increase the average EU employment rate among older women and men (55 to 64)
to 50% by 2010’. Since the target has expired, and in the absence of a new target specifically for older workers
in the Europe 2020 strategy or in a revised EU SDS, the evaluation is only based on the trend over time in the
2013 and 2015 editions of the Sustainable development in the European Union monitoring reports.

Despite increasing significantly in 2014, the employment rate of older workers is still well below the rates of
other age groups. While 51.8 % of older people (aged 55 to 64) were employed in 2014, the employment rate
of prime-aged workers (aged 25 to 54) was significantly higher at 77.5%. However, as the employment rate
of prime-aged workers has stagnated since 2002 and even slightly decreased since 2008, the rates of older
employees and prime-aged workers have converged.

Increasing the employment rates of older workers has become a focus of policy actions because it is con-
sidered a promising answer to the demographic challenge of structural longevity (*). A longer working life
can both support the sustainability and adequacy of pensions, as well as bring growth and general welfare
gains to an economy (%).

() European Commission (2012), Employment and Social Developments in Europe 2012, Publications Office of the European Union, Luxembourg, p. 57.
() Ibid.
() Ibid.

W Sustainable development in the European Union 147



http://ec.europa.eu/eurostat/tgm/table.do?tab=table&init=1&language=en&pcode=tsdde100&plugin=1
http://ec.europa.eu/social/main.jsp?catId=738&langId=en&pubId=7315

Sl
f| i
b SRR

148

e

i
H

Demographic changes

Box 4.1: Labour market participation of older workers in the EU SDS and the
Europe 2020 strategy

Concerns about insufficient participation of older  way. To reach the target of an employment rate of
workers in the labour market were previously iden- 75 % for working population, labour market integra-
tified at the Lisbon European Council in 2000. The  tion of older workers also has to be improved.

EU Sustainable Development Strategy also set the  ajthough the employment rate for older workers has
operational objective to ‘increase the average EU  grown significantly, it is still considerably below the
employment rate among older women and men  |eve| of other age groups. Hence people aged 55 to
(55 to 64) to 50% by 2010' There are no specific tar- 64, especially women, are in the focus for progress-
gets for older workers in the Europe 2020 strategy.  ing towards the Europe 2020 strategy's employment
Instead the group is mentioned in a more general  target ().

Employment rates of older workers have grown throughout the economic crisis,
although at a slower pace

The economic crisis has generally not affected the proportion of older people in employment in the EU.
However, the rise in the share of older workers in employment slowed temporarily during the post-crisis
period. While the year-on-year increase was one percentage point or more between 2005 and 2008, it fell to
0.4 percentage points between 2009 and 2010. From 2011 onwards, the employment rate of older workers
increased by more than one percentage point again, up to a rise of 1.7 percentage points in 2014. The stagna-
tion between 2009 and 2011 was mainly caused by lower growth in the employment rate of older men. In
contrast, the employment rate of older women increased steadily over the same period.

Employment rates of older workers were less affected by the crisis than the rates of prime-aged and younger
workers. This may be because older workers are more experienced and better integrated into the labour
market. They are also more often employed on open-ended contracts. This has led to an increase in the
average ages of workers in employment.

However, there is a risk that this positive trend could weaken in the future. Because older workers often tend
to work in the public administration, health and education sectors, they might be more likely to lose their
jobs due to future public spending cuts (*°). This seems already to be the case in Greece where the employ-
ment rate of older workers since 2012 has been below the 2000 level.

How the employment rate of older workers varies across Member States

Employment rates of older workers have slightly converged across Member States since 2002. In 2014
employment rates ranged from 34.0 % in Greece to 74.0 % in Sweden. The spread has fallen by 5.2 percentage
points compared with 2002, when country rates ranged between 22.8 % (Slovakia) and 68.0 % (Sweden). In
2014, the employment rate of older workers was 50 % or higher in 12 countries. The other 16 Member States
had less than half of their older workers in employment and were still to reach the EU SDS target of 2010.

In most Member States the employment rate of older workers increased in line with the general increase in
the EU. Countries recording the largest increases over the long term since 2002 include Germany, Bulgaria,
Slovakia and the Netherlands. In contrast, rates fell in Greece, Portugal and Cyprus over the same period.
In terms of short-term developments since 2009, the strongest growth in employment rates of older people
has been observed in Italy, Poland, Hungary, Germany, Malta and France. In contrast, employment rates of
older people fell in Cyprus, Greece, Croatia, Portugal and Slovenia. These short-term reductions are in line
with falls in the employment rate of the total workforce aged 20 to 65, but are less pronounced.

Discrepancies between countries are caused by several factors such as different employment sectors, retire-
ment ages and policy initiatives (). Sectorial distribution influences the employment rates by providing

() European Commission website: Europe 2020 targets, employment rate target.

(") Eurofound (2012), Employment trends and policies for older workers in the recession, p. 1.

(") Hartlapp, M. and Schmid, G. (2012), Employment risks and opportunities for an ageing workforce in the EU, Berlin, Wissenschaftszentrum Berlin fr
Sozialforschung (WZB), Discussion Paper SP, 105. p. 8.
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more or fewer opportunities to find a job or to remain employed. Older workers are mainly employed in
manufacturing (14 %), human health and social work activities (11 %), education (9 %) and public admin-
istration (9 %). They tend in particular to be overrepresented in farming and the public sector (education,
health and public administration) compared with young and prime-aged groups (*?). The service sec-
tor, which employs more than 30 % of older workers, is of particular interest when it comes to efforts to
improve the employment prospects of this age group (**). Differences in incentives to work longer, retire-
ment ages, opportunities for early and partial retirement and retention of older workers also have an impact
on employment rates. Furthermore, many Member States have focused on continuous skills development
(employability) and provided incentives to employees and employers to ensure lifelong learning ().

Figure 4.2: Employment rate of older workers, by country, 2002 and 2014
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() Break in time series in 2005.

(%) Breaks in time series in 2005 and 2011.

(%) Break in time series in 2009.

() Breaks in time series in 2010 and 2013.

() Break in time series in 2011.

(°) Break in time series in 2007.

() Breaks in time series in 2003 and 2013.
(%) Break in time series in 2004.

() Breaks in time series in 2003 and 2010.
('°) Breaks in time series in 2003 and 2007.
(") Break in time series in 2010.

(%) 2003 data (instead of 2002).

(") 2013 data (instead of 2014).

Source: Eurostat (online data code: tsdde100)

EU trends in employment rate of older workers compared with other countries in
the world

Compared with other countries, the average employment rate of older workers in the EU is considerably
lower than in the United States and Japan. In 2013 the employment rate of older workers in the EU was
51.8%, compared with 60.9% in the United States and 66.8% in Japan. Among EU Member States, six
countries (Germany, Estonia, Denmark, the United Kingdom, the Netherlands and Finland) had similar
employment rates of older workers to the US and Japan. Norway and Switzerland had higher rates at 72.2 %
and 71.6 % respectively, which were comparable to Sweden’s rate of 74.0 %. Iceland had the highest employ-
ment rate of older people in the countries observed, at 83.6 %.

(*3) Eurofound (2012), Employment trends and policies for older workers in the recession, p. 5.

() Hartlapp, M. and Schmid, G. (2008), Employment risks and opportunities for an ageing workforce in the EU, Berlin, Wissenschaftszentrum Berlin ftr
Sozialforschung (WZB), Discussion Paper, No SP 2008-105. p. 10

() Eurofound (2012), Employment trends and policies for older workers in the recession, p. 8-9.
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What lies beneath this indicator?

Participation of older people in the labour market indicates the adaptability of the EU labour market to
population ageing. It also addresses in part how to provide adequate pensions and social protection systems
to the elderly while guaranteeing healthy public finances. Either people will need to retire later in life and
pension contributions will need to be increased, or pensions will need to be indexed with a demographic
correction factor, which reduces the amount of pensions accordingly. Strategies to encourage a higher exit
age from employment include life-long learning schemes that provide workers with new skills demanded
by the labour market.

The employment rate of older workers measures the proportion of people in the 55 to 64 age group who
were in employment. The employed population consists of those people who, during the reference week,
did any work for pay or profit for at least one hour, or were not working but had jobs from which they were
temporarily absent.
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Life expectancy at age 65 increased by 6.0 % for women and 8.6 % for men in the long term
between 2004 and 2012. Short-term developments since 2007 have been overall positive,
although a recent change in the trend indicates a step back. Improvements are further
compromised by a stagnation in the number of years to be lived in healthy condition.

Long term
. . . (since 2004)
Figure 4.3: Life expectancy and healthy life years at age 65, by sex, EU-28, 2004-2012 (')
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(") Life expectancy: breaks in time series in 2007, 2011 and 2012; Healthy life years: data for 2005-2009 refer to EU-27; data for 2005 and 2006 are estimates.

Source: Eurostat (online data code: tsdph220)

The expected number of years left to live at the age of 65 increased for men and women in the long-term period
between 2004 and 2012 as well as in the short term between 2007 and 2012. For women life expectancy at age 65
increased only slightly over the entire period observed, from 19.9 to 21.1 years. Life expectancy for men started
from a lower level of 16.3 years and reached 17.7 in 2012. Following an overall increase between 2005 and 2011,
life expectancy fell again from 2011 to 2012 by 0.9 % for women and by 0.6 % for men. The gap between men and
women’s life expectancy remained around 3.4 to 3.6 years over the entire period.

Healthy life years at age 65 did not increase in line with longer life expectancy

In spite of the slight increase in life expectancy, the years of life without any activity limitation have not improved.
In 2012, both women and men aged 65 were expected to live another 8.5 years on average in a healthy condition.

The statistics show that 65 year old men and women are likely to live the majority of their remaining lives
with activity limitations. The trends are more unfavourable for women. For them, improvements in overall
life expectancy have not led to a higher number of healthy life years, but to a higher proportion of remaining
life lived with activity limitation or disability. In 2012, women at the age of 65 could expect to live another
21.1 years on average, with only 8.5 of them in good health.

How life expectancy at age 65 varies across Member States

The gap between Member States with the lowest and those with the highest life expectancy at age 65 stayed
more or less the same for both sexes in the long-term period since 2004 and over the shorter term since 2007.
In 2013 the difference between countries was slightly lower for men (5.4 years) than for women (5.7 years).

Over the entire time period the average life expectancy stayed lowest in Bulgaria, Romania, Hungary,
Slovakia, Latvia, Croatia, Lithuania and Czech Republic. In 2013, the expected number of years left to live
for women at age 65 ranged from 17.9 years in Bulgaria to 23.6 years in France. For men the lowest level was
in Latvia with 13.9 years to live and the highest was in France with 19.3 years.

Some of these observed differences might be due to preventable mortality (such as lifestyle factors or acci-
dents) or treatable mortality (deaths caused by certain conditions for which effective medical treatments
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are available) (**). People with lower socioeconomic status or lower education level tend to have a lower life
expectancy. To a large extent this can be explained by structural factors such as a more stressful lives and
unhealthier lifestyles (*°).

Figure 4.4: Life expectancy at age 65, by sex, by country, 2013
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Source: Eurostat (online data code: tsdph220)

In 2012, the average life expectancy of EU citizens aged 65 was below levels observed for women and men in
Liechtenstein, Switzerland, Iceland and Norway in 2013. Life expectancies in these countries were similar
to the ones observed in the highest ranked Member States: France, Spain, Italy and Finland. In Turkey, the
life expectancies of women and men aged 65 were 19.8 and 16.3 years respectively in 2013, slightly below the
2012 EU average. In contrast, life expectancies in the Balkan countries Montenegro, FYR Macedonia and
Serbia were comparable to the life expectancies in the lowest ranked EU Member States.

Longer life expectancy and public spending

The ageing EU population and longer life expectancies may in general lead to higher public spending on
older people. However, elderly people are not just recipients of pensions or health and long-term care; rather
the public health-care costs for older people depend on their health status. Because elderly people are often
the ones who provide care for other elderly people, improvements in their health status may mean they are
able to provide more care to others (for example, to a spouse or a parent). Furthermore, elderly people often
engage in volunteer work or help look after grandchildren, thus providing important services to society that
would otherwise have to be purchased in the marketplace ().

What lies beneath this indicator?

The EU SDS encourages active and healthy ageing strategies as part of actions to respond to ‘social inclu-
sion, demography and migration’ challenges. Thus the indicator reflects improvements in wealth, nutrition
and health care for older people. It also reflects challenges for the sustainability of public finances as a result
of ageing populations. Increased life expectancy — without a change in retirement age — implies more
demand for pensions and health and long-term care.

Life expectancy at age 65 is defined as the average number of years that a woman or a man who has reached
the age of 65 can expect to live, based on current mortality conditions.

(**) Commission of the European Communities (2007), Europe’s demographic future: Facts and Figures, p. 43.

(') Ibid.

() Rechel, B., Y. Doyle, E. Grundy and McKee, M. (2009), How can health systems respond to population ageing?, Health Systems and Policy Analysis,
WHO Regional Office for Europe and European Observatory on Health Systems and Policies, Policy Brief 10, p. 15.
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Since 2002 the EU population has been continuingly growing, with crude rates of
population change varying between 4.2 and 2.2 per 1000 persons. Strong population
growth between 2002 and 2007 was followed by a temporary dip in the period up to 2013,
caused by a slowdown of net migration and natural growth.

Figure 4.5: Crude rate of population change, EU-28, 2002-2013 (")
(per 1000 persons)
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() Breaks in time series in 2007, 2011 and 2012; 2013 data are provisional estimates.

Source: Eurostat (online data code: tps00006)

In 2013 the EU population increased by 3.4 people per 1000 persons. In the long term, from 2002 to 2013,
the crude rate of population change remained positive, indicating continuous population growth. However,
the crude rate of population change has been volatile over time: an increase in the rate between 2002 and
2007 was followed by a temporary dip after 2008. This dip in the short term was caused by a slowdown of
both net migration (**) and natural growth, possibly driven by the harsher economic conditions. As a result,
in 2013, the crude rate of population change was close to the levels of 2002 and 2008 (3.5 per 1000 persons
in both years).

Population growth in the EU is mainly driven by positive net migration (indicating that immigration
is exceeding emigration), but also, for some countries, by positive natural change (live births exceeding
deaths). In 2013, the crude rate of net migration was 3.3 per 1000 persons and the crude rate of natural
change 0.2 per 1000 persons. From 2002 to 2013, net migration contributed more to population growth
than natural growth as a result of two factors. First, net migration has increased since the mid-1980s.
Second, the number of live births has fallen, while deaths have increased.

("®) Note that ‘crude rate of net migration plus statistical adjustment’ includes statistical inaccuracies, which cannot be attributed to births, deaths,
immigration and emigration. For the sake of readability, ‘net migrationis used in this section instead of the statistically correct term ‘net migration plus
adjustment’. All data nevertheless refers to ‘net migration plus adjustment’ (see the ‘What lies beneath’ section for details).
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EU population grew in absolute terms

In absolute terms, the total population of the EU grew between 2001 and 2014, from 488.2 million people to
506.8 million. In the short term since 2008 the EU population has continued to grow, but at a slower pace.

Figure 4.6: Actual and projected population, EU-28, 2001-2080 (')
(million people)
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() Breaks in time series in 2010, 2011 and 2012; data for 2012-2014 are provisional; data for 2015-2080 are based on Europop2013 population projections.

Source: Eurostat (online data codes: tps00001 and tsp00002)

EU population is projected to peak at 525.5 million people around 2050

From 2015 to 2080 the number of people in the EU is likely to increase by 2.3 % from 508.2 million people
to 520.0 million, according to Europop2013 population projections based on a set of assumptions of future
developments in fertility, mortality and net migration. Around the year 2050 the population is projected to
reach 525.5 million people, which is 3.7 % more than in 2014.

At the same time, demographic ageing is accelerating. The share of people aged 65 and over in the total
population will increase significantly in the coming decades, as a greater proportion of the post-war baby-
boomer generation will reach retirement. Under the assumption that fertility will increase but still remain
at a relatively low level, negative natural change (more deaths than live births) would be inevitable in the
future. Positive net migration is expected to be the only factor contributing to long-term population growth.

How population growth varies across Member States

From 2002 to 2013 crude rates of population change diverged considerably across Member States, ranging
from -9.0 to 19.1 per 1000 persons in 2002 and from - 11.1 to 23.3 per 1000 persons in 2013.

In 2013, the population of 15 Member States increased. Population growth in terms of crude rates was
strongest in Luxembourg (23.3 per 1000 persons) and Italy (18.2), followed by Malta (9.5) and Sweden (9.3).
High population growth was mainly caused by migration flows into these countries, indicated by the high-
est crude rates of migration among Member States in 2013. To a minor extent also natural change contrib-
uted to population growth in Luxembourg (crude rate of natural change of 4.2 per 1000 persons), Sweden
(2.4 per 1000 persons) and Malta (1.9 per 1000 persons). Italy experienced negative natural change (crude
rate of — 1.4 per 1000 persons).

In contrast, 13 Member States, mostly in southern and eastern Europe (Bulgaria, Cyprus, Czech Republic,
Estonia, Greece, Spain, Croatia, Hungary, Lithuania, Latvia, Poland, Portugal and Romania) experienced
shrinking populations in 2013. In six of these countries (Cyprus, Greece, Poland, Portugal and Czech
Republic and Croatia), the crude rate of population change initially followed a positive trend between 2002
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and 2008 but then turned negative in the years following the economic crisis. This was largely caused by the
outward migration of citizens from these countries towards other Member States and by declining fertility
rates in the countries hit hardest by the economic crisis (**). Also in Ireland, which in 2007 had the high-
est crude rate of population change among Member States (26.7 per 1000 persons), the rate decreased to a
much lower level (3.1 per 1 000 persons) in 2013. This was caused by emigration far exceeding immigration,
which is indicated by the negative crude rate of net migration since 2009 (*°).

In 2013, EU average population growth in terms of crude rates was below the population growth in
Switzerland (12.8 per 1000 persons), Iceland (11.4), Norway (11.2) and Liechtenstein (7.9). Higher popula-
tion growth in these countries was caused by comparably higher net migration as well as higher rates of
natural increase. In Turkey, strong population growth (13.7 per 1000 persons) was caused primarily by a
very high natural increase (crude rate of 12.0 per 1000 persons).

What lies beneath this indicator?

Europe needs to make full use of its labour potential to face the challenges of ageing societies. Population
growth can help achieve this goal by helping to increase the size of the working age population. In contrast,
a shrinking population due to an outward migration of young people, leaving behind higher proportions
of retired people, puts additional pressure on the economy. The EU SDS responds to population changes
indirectly by promoting greater involvement of women and better integration of migrants in the work force.

Population change in a given year is the difference between the population size on 1 January of the follow-
ing year and on 1 January of the given year. The crude rate of population change is then calculated by divid-
ing this difference by the average population in the year. Population change consists of two components:
natural change (the difference between live births and deaths) and net migration (the difference between
total population change and natural change).

Population on 1 January is the number of people having their usual residence in a country on that date.
When these figures are not available, countries may report legal or registered residents.

Population projections are ‘what if” scenarios that aim to provide information about the likely future size
and structure of the population. Europop2013, the latest Eurostat population projection, is one of several
possible population developments scenarios based on a set of assumptions for fertility, mortality and net
migration.

() Eurostat (2013), Statistics in focus 13/2013, Towards a ‘baby recession’in Europe?.
(*) DG Employment, Social Affairs and Inclusion/Eurostat, Demography Report 2010, 2011, p. 91.

B Sustainable development in the European Union

155


http://ec.europa.eu/eurostat/web/products-statistics-in-focus/-/KS-SF-13-013
http://ec.europa.eu/social/BlobServlet?docId=6824&langId=en

090
Long term
(since 2001)

Short term
(since 2008)

Demographic changes

The total fertility rate in the EU has increased by 6.2 % in the long term since 2001 but
decreased by 3.7 % in the short run since 2008. In 2013, there were 1.55 children for
every woman.

Figure 4.7: Total fertility rate, EU-28, 2001-2013 (')
(number of children per woman)
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() Breaks in time series in 2011 and 2012; 2013 data are provisional.

Source: Eurostat (online data code: tsdde220)

From 2001 to 2013 the EU’s total fertility rate rose by 6.2 % from an average of 1.46 children per woman to
1.55 children per woman. After stabilising around 1.6 children per woman in 2008, the indicator, however,
decreased by 3.7 % to 1.55 children per woman in 2013.

Uncertainty over future prospects due to the economic crisis may have had an influence on individual deci-
sions to have children. The peak of the crisis (in terms of geographical reach) in 2009 was accompanied by a
stagnation of total fertility rates in several countries, followed by a distinct fall. Some of the biggest declines
occurred in countries hardest hit by the economic crisis. The crisis may have affected the total fertility rate
in various ways. In some countries, the recession caused migrants, some of whom had high fertility rates,
to return home. Certain factors, such as education level, immigration status and employment status, deter-
mine the extent to which the crisis impacts different population groups (*!).

How total fertility rates vary between Member States

In 2013, the highest fertility rates in the EU were reported in France (1.99 children per woman), Ireland
(1.96), Sweden (1.89), the United Kingdom (1.83), Belgium (1.75) and Finland (1.75). In these countries the
rates were close to but still below the replacement level of 2.1 children per woman. In 2013, 18 Member
States had fertility rates below the EU average of 1.55 children per woman. The lowest rates were reported
in Portugal (1.21), Spain (1.27), Poland (1.29), Greece (1.3), Cyprus (1.3), Slovakia (1.34) and Hungary (1.35).

(%) Eurostat (2013), Statistics in focus 13/2013, Towards a ‘baby recession’in Europe?.
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Figure 4.8: Total fertility rate, by country, 2001 and 2013
(number of children per woman)
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More children due to changing family models, wealth effects and childcare provision?

Family structures are changing, influenced by fewer marriages, more divorces and an increasing share of
children born outside marriage. From 2001 to 2012 live births outside marriage in the EU increased from
28.5% of total live births to 40.0 % (*). The possibility of a flexible and less traditional family life seems to
have a positive impact on individual child-bearing decisions. Countries with high rates of extramarital
births even tend to have higher fertility rates than others. For example, in Belgium, Bulgaria, Denmark,
Estonia, France, Slovenia and Sweden more than 50 % of children were born to unmarried women in 2012.
All of these countries had total fertility rates above the EU average of 1.55 children per woman, except
Estonia (1.52) and Bulgaria (1.48).

Furthermore in the EU — and generally among developed countries — fertility tends to rise with wealth. The
traditional stereotype of poorer families having several children seems to have given way to a resumption of
pre-industrial revolution patterns whereby better-off families tend to have more children. Nevertheless, at
the other end of the income range, there is a persistent association between poverty and number of children.

Last but not least, child-care provision has been identified as a very important determinant of fertility levels
across the EU (¥). In general, Member States that were implementers of policies to promote gender equality
and participation of women in employment display higher fertility rates.

What lies beneath this indicator?

A fertility rate of 2.1 children per woman is considered necessary to maintain a constant population size,
in the absence of inward or outward migration. It is referred to as the replacement level. All other things
remaining equal, a total fertility rate below the replacement level will lead to a shrinking population and, in
the long term, to a relative fall in the size of the working age population. Immigration could be an additional
answer to a low fertility rate. On the other hand, a total fertility rate above the replacement level would
provide a potential solution to the expected future unsustainability of pensions, health and long-term care
expenditure. However, high total fertility rates may lead to over-population and place additional pressures
on the environment and resource base.

The indicator is defined as the mean number of children that would be born alive to a woman during her life-
time, if she were to pass through her childbearing years conforming to the fertility rates by age of a given year.

(%) Eurostat (online data code: tps00018).
(*) European Commission and Eurostat (2011), Demography Report 2010, 1SSN1831-9440, pp. 69.
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Net migration plus adjustment has been fluctuating over time. The rate increased by
52% in the long-term period between 2000 and 2013. Due to changes in labour migration
patterns, the migration rate fell to 1.4 following the onset of the economic crisis in 2008,
but it rose again steeply in 2013.

Figure 4.9: Crude rate of net migration plus adjustment, EU-28, 1990-2013 (')
(per 1000 persons)
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Source: Eurostat (online data code: tsdde230)

In 2013 the crude rate of net migration plus adjustment was 3.2 per 1000 persons, indicating that EU popu-
lation increased due to higher immigration than emigration (**). In the long term, net migration increased
by 52 %, from 2.1 per 1000 persons in 2000 to 3.2 per 1000 persons in 2013. In the short term, from 2008 to
2013, the rate increased by 33 %.

In the period between 1990 and 2001 net migration in the EU followed a volatile trend, with rates ranging
between 0.7 and 1.4 per 1000 persons. It then increased steeply to 3.6 per 1000 persons in 2003, before fall-
ing back between 2004 and 2009. The drop was especially steep between 2008 and 2009, which could be
attributed to the economic crisis. Immigration levels have slowed while emigration has increased in some
EU countries. This seems to be the case particularly in countries that had large inflows of labour migrants in
the pre-crisis period (*). Whether the increase of net migration in 2013 is a turnaround or just a temporary
rise cannot yet be determined.

Migration is influenced by a combination of economic, political and social factors: either in the migrant’s
country of origin (push factors) or in the country of destination (pull factors). In the EU, both intra-EU
and external migration flows have occurred. There is some evidence that migrants from other EU countries
left in larger numbers than non-EU foreigners during the economic downturn. The differing migration
response among EU and non-EU foreigners may be partly due to the fact that EU migrants face fewer bar-
riers to re-enter the European labour market compared with non-EU migrants (*).

(**) Note that ‘crude rate of net migration plus statistical adjustment’ includes statistical inaccuracies, which cannot be attributed to births, deaths,
immigration and emigration. For the sake of readability, 'net migration’is used in this section instead of the statistically correct term ‘net migration plus
adjustment’. All data nevertheless refers to ‘net migration plus adjustment’ (see the ‘What lies beneath’ section for details).

(%) International Organisation for Migration (2010), Migration and the Economic Crisis in the European Union: Implications for Policy, p. 4.

(*)1d., pp. 3— 4.
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How migration varies across Member States

In 2013, 15 Member States reported positive net migration. Relative to the size of the population, the highest
levels were reported in Italy (19.7 per 1 000 persons) and Luxembourg (19.0), followed by Malta (7.6), Sweden
(6.9) and Austria (6.5).

In contrast, in 13 Member States emigrants have outnumbered immigrants. In 2013, the lowest crude rates
of net migration were reported in Cyprus (- 14 per 1000 persons), Latvia (- 7.1), Greece (- 6.4), Lithuania
(-5.7), Ireland (- 5.5) and Spain (- 5.4). In six countries (Cyprus, Czech Republic, Croatia, Ireland, Portugal
and Spain) net migration rates have changed from positive to negative in the years following the economic
crisis (since 2008).

Compared with other countries, the EU average crude rate of net migration is below the rate in Switzerland
(10.2 per 1000 persons), Norway (7.7), Liechtenstein (5.4) and Iceland (5.1) in 2013. However, it is higher
than in Turkey (1.7). The Balkan countries Serbia (0.0), FYR Macedonia (-0.2), Montenegro (- 1.5) and
Albania (- 6.3) experienced zero to negative net migration in 2013.

Figure 4.10: Crude rate of net migration plus adjustment, by country, 2008 and 2013
(per 1 000 persons)
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Source: Eurostat (online data code: tsdde230)

How does migration contribute to demographic change?

Migration affects demographic changes in various ways. In several Member States, immigration has already
been beneficial in postponing population decline. First, the participation of migrants in the labour force is
important for fuelling the labour market. It is especially valuable for solving specific labour market short-
ages in destination countries. Second, migration counteracts the ageing of societies. Migrants coming to the
EU in 2012 were, on average, much younger than the population already resident in the destination coun-
tries (). Migrants are also often found to have higher fertility rates than the local population and therefore
may boost natural population growth (**). However, migration alone will almost certainly not reverse the
ongoing trend of population ageing experienced in many parts of the EU (¥).

(¥) Eurostat website: Statistics Explained, Migration and migrant population statistics.
) Commission of the European Communities (2007), Europe’s demographic future: Facts and Figures, p. 177.
(¥) Eurostat website: Statistics Explained, Migration and migrant population statistics.
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What lies beneath this indicator?

The EU SDS recognises the contribution that positive net migration makes to meet the challenges of demo-
graphic changes. It also emphasises the need for migration policies that attract skilled foreign workers,
strengthen integration and facilitate access to the labour market for migrants and their families.

Migrants who are economically productive contribute to the economy in terms of labour and taxes, but
there is a risk in relying too heavily on migrant workers to attain public financial sustainability. Through
the direction of the Stockholm Programme, Member States have agreed to a set of guidelines to converge
country variations through policies, including co-operation to satisfy labour market demands, and to work
more closely with non-EU countries to organise migration flows (*°).

Net migration is the difference between the number of immigrants and the number of emigrants. In the
current context, however, Eurostat produces net migration figures by taking the difference between total
population change and natural change. This concept is referred to as net migration plus statistical adjust-
ment. The statistics on ‘net migration plus statistical adjustment’ are therefore affected by all the statistical
inaccuracies in the two components of this equation, especially population change. From one country to
another ‘net migration plus statistical adjustment’ may cover, apart from the difference between inward and
outward migration, other changes observed in the population figures between 1 January in two consecutive
years which cannot be attributed to births, deaths, immigration and emigration. The crude rate is defined as
the ratio of net migration plus adjustment during the year to the average population in that year, expressed
per 1000 persons.

(*°) European Council (2010), The Stockholm Programme: An Open and Secure Europe Serving the Citizen, Official Journal of the European Union, C 115, 4 May
2010.
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From 2001 to 2014 the old-age dependency ratio in the EU increased by 4.6 percentage
points to 28.1 %. Since 2009 the increase has accelerated. Population projections point
towards an even stronger dependency of older people on persons of working age, as the
ratio is expected to increase to 50 % in 2060.

Figure 4.11: Actual and projected old-age-dependency ratio, EU-28, 2001-2080 (')
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() Breaks in time series in 2011, 2012 and 2014; 2014 data are provisional estimates; data for 2015-2080 are based on Europop2013 population projections.

Source: Eurostat (online data codes: tsdde510 and tsdde511)

The ratio of elderly people (aged 65 and over), who are generally economically inactive, to the working age
population (aged 15 to 64) in the EU was at 28.1 % in 2014. In the long run, between 2001 and 2014, the
old-age-dependency ratio increased steadily from 23.5% to 28.1 %, on average by 0.35 percentage points
per year. This means that while there were 4.3 people of working age for every dependent person over 65 in
the EU in 2001, this number has fallen to 3.6 people in 2014. In the short term, the ratio has increased on
average by 0.46 percentage points per year since 2009. The strongest increases have occurred since 2011, on
average by 0.6 percentage points per year.

The trend towards a growing share of older people (aged 65 and over) in the population and a shrinking
working-age population (aged 15 to 64 years) has been observed for a long time. Population ageing is a
major driver of the expected increase in pension expenditure in the EU.

Projected old-age dependency ratio

Europop2013 population projections indicate that from 2014 to 2080 the EU’s old-age dependency ratio will
continue to increase at an accelerating pace, reaching 51.0 % in 2080. The old-age dependency ratio is pro-
jected to peak at 50 % around 2060 and to remain close to this level until 2080. The projected increase in the
old-age dependency ratio is caused by a continuous rise in the share of elderly people in the total population
in the coming decades, as a greater proportion of the post-war baby-boomer generation reaches retirement.
The number of people aged 65 and over in the EU is projected to rise by 58.4 %, from 94.1 million in 2014 to
149.1 million in 2080. The number of oldest-old people (aged 80 and over) is projected to increase by even
more, to more than double, from 26.1 million in 2014 to 63.9 million in 2080, that represents an increase of
7.1 percentage points in the share of total population. This, in turn, is expected to increase the burden on the
working age population to provide for social expenditure to support the ageing population.

Several Member States have undertaken reforms in recent years to limit the increasing effect of an ageing
society on public pension expenditure. In many cases, these reforms involved abolishing or restricting
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early retirement schemes, increasing statutory retirement ages or providing incentives to stay in the labour
market beyond the legal retirement age on a voluntary basis (*'). Reforms of Member States’ pension systems
are promoted in the National Reform Programmes in response to the recommendations of the European
Council (*?).

What lies beneath this indicator?

The old-age dependency ratio reflects the balance between the elderly population (age 65 and over) and the
population of working age (aged 15 to 64 years). It provides a rough indication of the potential pressure that
an ageing population could exert on public finances, depending on the age of retirement and the scale in
which pension systems depend on tax-payers or public funding. A high old-age dependency ratio can gener-
ate strain in payroll tax-funded pension systems, especially when coupled with relatively early retirement
ages (?).

The old-age dependency ratio provides useful information for monitoring the sustainability and adequacy

of pensions in the context of EU demographic changes. The old-age dependency ratio is an important indi-
cator to assess the impact of ageing on budgetary expenditure, particularly on its pension component.

The old-age dependency ratio is defined as the ratio between the (projected) total number of elderly persons
(aged 65 and over) and the (projected) total number of persons of working age (from 15 to 64).

(*") European Commission, The 2015 Ageing Report, Economic and budgetary projections for the 28 EU Member States (2013-2060), p. 88
(*?) European Commission, European Semester 2015.
(**) Council of the European Union (2010), Draft Joint report on Social Protection and Social Inclusion.
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The average income of people aged 65 and over in the EU-27 relative to the earnings of
people in their 50s has increased by five percentage points in the long-term period since
2005 and by six percentage points in the short term since 2008.

. . : Long term
rl?ure 4.12: Aggregate replacement ratio, EU-27 and EU-28, 2005-2013 (") (since 2005)
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Source: Eurostat (online data code: tsdde310)

In 2013, pensioners in the EU aged 65 to 74 had on average incomes equal to 55 % of the average earnings
of people close to retirement (aged 50 to 59). This is measured by the aggregate replacement ratio. In the
EU-27, the ratio increased from 51 % to 56 % between 2005 and 2012. During this period there was only a
slight dip to 49 % in 2007.

Given the pressure on pension funds due to the effects of demographic ageing and the economic crisis, it is
very unlikely that pensions of elderly people would actually increase. The increase in the replacement ratio
might rather be a result of decreasing incomes of the working population due to the crisis.

Besides addressing poverty, pension systems play a role in allowing retirees to maintain adequate liv-
ing standards comparable with those achieved during their working lives (**). Over the past decade most
Member States have reformed their pension systems to improve their medium and longer term sustainability
as a precondition for delivering on adequacy objectives (**). However, Member States have to face trade-offs
and difficult choices when trying to reconcile and optimise sustainability and adequacy concerns. Achieving
the goal of cost-effective and safe delivery of adequate benefits that are sustainable is quite challenging (*¢).

Older people aged 65 and above are less at risk of poverty

The share of people at risk of poverty among older people aged 65 and above has fallen continuously in the
long term and the short term (*’). Compared with other age groups, older people in the EU had lower at-risk-
of-poverty rates of 13.8% (11.4% for men and 15.6 % for women) in 2013. In contrast, young people aged
18 to 24 have been increasingly affected by the risk of poverty, with an at-risk-of-poverty-rate of 22.6 % in
2013 (21.9 % for men, 23.4 % for women) (**). Thus, the age gap has widened over the past years.

(*%) Joint Report on Pensions: Progress and key challenges in the delivery of adequate and sustainable pensions in Europe, European Economy, Occasional
Papers 71, November 2010.
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How the aggregate replacement ratio varies across Member States

In 2013, the replacement ratio in the 28 Member States ranged from 37 % in Ireland to 78% in Luxembourg.
Compared with the year 2005, when country rates were between 29 % (Cyprus) and 70% (Austria), dis-
parities across the EU stayed similar, at 41 percentage points. In 2013, Luxembourg had by far the highest
aggregate replacement ratio (78 %), followed by Romania (65 %), France (64 %) and Italy (62 %). A total of
14 Member States had relative income levels of the over-65s above the EU average. The lowest rates were
reported in Ireland and Croatia (37 % each), Bulgaria (39 %) and Cyprus (40 %).

Figure 4.13: Aggregate replacement ratio, by country, 2013
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Source: Eurostat (online data code: tsdde310)

In 2013 the income levels of over 65 year olds compared to before in Norway (56 %), Iceland (49 %),
Switzerland (41 %), Macedonia (55 %) and Serbia (49 %) were in the same range as in EU Member States.
Similar to the EU average (55 %), an increasing trend has been observed in these countries since 2005.

What lies beneath this indicator?

The EU SDS underlines the importance of the adequacy of pensions in the framework of social inclusion.
Thus the indicator is linked to the overall objective of securing and increasing the quality of life of citizens
as a precondition for lasting individual well-being. The Europe 2020 strategy has set a target to lift at least 20
million people out of the risk of poverty and social exclusion by 2020. The income level of pensioners is one
of the factors that determine their risk of poverty and social exclusion. In this regard the aggregate replace-
ment ratio is an important indicator to monitor these risks for the older population living on their pension.

The indicator compares pensioner incomes with the work earnings of people in the decade before retire-
ment. It is defined as the ratio of the median individual gross pensions of 65 to 74 year olds relative to
median individual gross earnings of 50 to 59 year olds. Other social benefits are excluded. EU aggregate
figures represent the average of the national values, weighted by their population.
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The general government gross debt in the EU has increased sharply from 80.9 % in 2011 to
86.8 % in 2014. There have been no signs of recovery since the onset of the economic crisis.

Figure 4.14: General government gross debt, EU-28, 2011-2014
(% of GDP)
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Source: Eurostat (online data code: tsdde410)

Between 2011 and 2014, general government gross debt in the EU as a share of GDP at current market prices
increased by 5.9 percentage points from 80.9 % to 86.8 %. The indicator monitors progress towards the EU
reference value for government debt of 60 % of GDP. The current provisions are defined in the 2012 consoli-
dated version of the Treaty on the Functioning of the European Union (*%).

In comparison, between 2000 and 2007 government debt in the EU was close to the reference level of 60 %
of GDP, but with the start of the economic crisis the trend deteriorated and government debt increased con-
siderably. This rise in the debt-to-GDP ratio is a consequence of several factors: revenue shortfalls due to the
decline in economic activity, measures to support the economy, including large-scale interventions in some
Member States to support the financial sector, as well as the effect of negative or very low economic growth.
Recognising that high levels of government debt are not sustainable in the long term, the new European
Commission put greater emphasis on reviving growth in Europe.

Figure 4.15: General government gross debt, by country, 2009 and 2014
(% of GDP)
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Source: Eurostat (online data code: tsdde410)

(*) Consolidated version of the Treaty on the Functioning of the European Union, 2012.
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How government debt varies across Member States

In 2014 general government debt-to-GDP ratios across Member States ranged from 10.6 % in Estonia to
177.1% in Greece. Since 2009 (respectively since 2011 for Croatia and Greece), government debt-to-GDP
ratios increased in all Member States except in Hungary (- 1.3 percentage points). In 16 Member States
(Malta, the Netherlands, Germany, Hungary, Slovenia, Austria, Croatia, the United Kingdom, France,
Spain, Belgium, Cyprus, Ireland, Portugal, Italy and Greece) debt-to-GDP ratios stood above the 60 % ref-
erence value in 2014.

The debt crisis has revealed underlying weaknesses in the fiscal situation of Member States. Member states
where the debt-to-GDP ratios increased most (by more than 50 percentage points of GDP) between 2007
and 2014 are Ireland, Greece, Spain, Portugal, Slovenia and Cyprus. The variation among the Member
States also has strongly increased during the crisis years. The countries that have experienced the great-
est deterioration in their public finances since the onset of the crisis had already displayed high and rising
macro-financial or fiscal risks in the years before its onset (*°). The current increases are occurring from
historically high starting levels as EU countries have experienced a number of large debt increase episodes,
which have tended to start from higher levels of debt each time (*}).

From 2009 to 2013 Norway lowered its general government gross debt from 27.5 % of GDP to 26.4 %, follow-
ing an even more substantial decrease in the years before. Compared with the EU average, Norway is better
off, with a debt-to-GDP ratio comparable to that of Luxembourg and Bulgaria.

What lies beneath this indicator?

The indicator reflects the sustainability of public finances. It is one of the main parameters used in EU budg-
etary surveillance, which includes monitoring progress towards the EU reference value for government debt
of 60% of GDP. By strengthening public finances and implementing structural reforms to raise employ-
ment rates and productivity, current high rates of debt could be brought to more sustainable levels, without
compromising on welfare. The EU SDS supports Member States’ efforts to modernise social protection sys-
tems and ensure their sustainability, which is essential to meet the increasing needs of ageing populations,
to promote economic growth, to prevent debt being handed down to future generations or other nations’
taxpayers, and to avoid the risk of sovereign default.

The indicator is defined (in the 2012 consolidated version of the Treaty on the Functioning of the European
Union) (**) as the ratio of total gross debt at nominal value outstanding at the end of the year to GDP at
current market prices. Gross debt refers to the stock of borrowing by the general government to support its
financing requirements. The general government sector comprises the subsectors of central government,
state government, local government and social security funds. Basic data are expressed in national curren-
cies, converted into EUR using end-year exchange rates.

(*) European Commission (2010), Public Finances in EMU-2010, European Economy No 4/2010.
(") Report on public Finances in EMU 2014, European Economy No 9/2014.
(*) Consolidated version of the Treaty on the Functioning of the European Union, 2012.
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Duration of working life in the EU increased on average by 2.2 years in the long term
between 2000 and 2013. This trend was also visible in the short term with an increase of
0.8 years between 2008 and 2013. Women have been slowly but continuously catching up
with men in terms of duration of working life.

Figure 4.16: Duration of working life, by sex, EU-28, 2000-2013 (')
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Source: Eurostat (online data code: tsdde420)

In 2013 the number of years a person could be expected to be active in the labour market throughout his or
her life was 35.1 years on average, and 37.7 years for men and 32.5 years for women. Between 2000 and 2013
the total duration of working life increased by 2.2 years from 32.9 to 35.1 years.

Over the whole period (2000 to 2013), the duration of working life was higher for men than for woman.
For women the number of years worked increased from 29.2 years in 2000 to 32.5 years in 2013. Over the
same period, the working life for men started from a higher level of 36.4 years and slightly increased to
37.7 years. A slight convergence between the two sexes is visible over time, with the gap narrowing by two
years between 2000 and 2013.

Narrowing the gap in working life of women between Member States

For women, the duration of working life has converged across Member States. Since 2000, the difference
between the highest and the lowest number of working years for women has decreased by 7.9 years. In com-
parison, the differences for men increased by only 0.6 years over the same period.

In 2013, the duration of working life of women ranged from 24.9 years in Malta to 43.9 years in Sweden.
For men, the lowest level was observed in Hungary with 33 years and the highest in the Netherlands with
42 4 years. In six countries (Croatia, Cyprus, Greece, Ireland, Portugal and Romania) the duration of work-
ing life for men decreased between 2000 and 2013. Romania is the only Member State where the expected
years to work for women decreased as well (by five years).
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Box 4.2: Policy reforms to keep older workers in employment

The National Reform Programmes to the 2015
European Semester (¥) translate the Europe 2020
strategy into each Member States’ policies and meas-
ures. The reports unveil how each Member States

Required contribution period for full pensions
Restrictions on early and disability pensions

Abolishment or restriction of early retirement

responds to the country-specific recommendations schemes
of the European Council. Measures and reforms are
presented to improve the long-term sustainability of

pension systems.

e Financial incentives to stay longer in the labour
market, for example, to be entitled to a higher
amount of pensions after retirement

As a result of recent reforms in pension systems in

many Member States, retirement ages for males

and females will gradually converge for all Member

States except for Bulgaria and Romania (*4). Pension e

reforms are projected to have a sizeable impact on

the labour market participation of older workers

(aged 55 to 74) (*). Measures with a direct age man-

agement focus are (*9)(*):

« Increasing employment opportunities for older
workers

Applying penalties and bonuses in the pension
calculation for those who exit the market earlier/
later

 Gradual/phased/partial retirement schemes

« Increasing retirement ages o Other options for flexible working for older
workers.
e Harmonisation of retirement ages of men and

women

What lies beneath this indicator?

The EU SDS stresses the importance of ‘solidarity between and within generations’ to the overall objective
of addressing the ‘social inclusion, demography and migration’ challenge. The average exit from the labour
market reflects whether the EU is shifting towards longer working lives, which are essential to ensuring the
sustainability and adequacy of pension systems, which in turn are important to support health and long-
term care.

The duration of working life measures the number of years a person aged 15 is expected to be active in the
labour market throughout his or her entire life.

(¥) European Commission, European Semester 2015.

(*4) European Commission, The 2015 Ageing Report, Economic and budgetary projections for the 28 EU Member States (2013-2060), p. 66.
(*)1d., p.31.

(*9) Ibid.

(#) Eurofound (2012), Employment trends and policies for older workers in the recession, pp. 1 and 7.
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In 2012, social protection expenditure on care for the elderly in the EU-25 was at 0.56 % of
GDP, higher than in 2007 (0.50 %) and in 2000 (0.37 %).

Figure 4.17: Expenditure on care for the elderly, 2000-2012
(% of GDP)
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Source: Eurostat (online data code: tsdde530)

In the EU-28 and the EU-25 the share of social protection expenditure devoted to old-age care (*¥) in GDP
was at 0.56% in 2012. In the EU-25 the share increased from 0.37% of GDP in 2000 to 0.50 % in 2007,
decreasing just slightly in the intermediate years (2004 to 2006). From 2007 onwards, the share of social
protection expenditure devoted to old-age care has kept increasing. The decrease from 2004 to 2006 may
be explained by the relatively strong GDP growth rate in a number of Member States, including the Baltic
countries, during the economic upturn which lasted until 2007 (**), while spending on care for the elderly
remained consistent.

What lies beneath this indicator?

The ‘impact of ageing on social protection expenditure’ indicator reflects the pressures on social protec-
tion systems resulting from increases in the expenditure required to provide adequate care. Increases in
expenditure on care for the elderly are not necessarily generated by more demand for care. They can also
result from rising costs in services provision (also due to the introduction of better quality services).

Expenditure on care for the elderly monitors the relative level of financial resources required to provide
social protection to older people, other than pensions, which can vary significantly across Member States.
The indicator is linked to the need for ensuring that social services contribute actively to social inclusion,
recognised in the EU SDS. It is included as a contextual indicator, providing background information which
is helpful for understanding the topic.

The indicator is defined as the percentage share of social protection expenditure devoted to old-age care
in GDP. These expenditures cover ‘care allowances’, ‘accommodation’ and ‘assistance in carrying out daily
tasks’ (°°).

(*) More precisely, the indicator is the sum of expenditure for ‘care allowances, accommodation’ and ‘assistance in carrying out daily tasks’, as defined
according to the ESSPROS methodology.

(*) See the indicator ‘real GDP per capita’ in the ‘socioeconomic development’ chapter.

(%) The indicator does not include the ESSPROS items ‘other cash benefits’ and ‘other benefits in kind".
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Pension expenditure in the EU is projected to remain slightly above 11 % of GDP over the
next decades. After a projected peak in 2037, expenditure is expected to decrease again.

Figure 4.18: Pension expenditure projections (baseline scenario), EU-27, 2013-2060 (')
(% of GDP)
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() Projections made on the basis of Eurostat’s population projection EUROPOP2013.

Source: Economic Policy Committee (online data code: tsdde520)

Public pension expenditure at the EU level is expected to continue increasing over the next decades and to
peak in 2037 at 11.7 % of GDP, before decreasing to 11.2 % of GDP in 2060. Implemented reforms will help
to counteract the impact on pension expenditure of an ageing population. However, as these reforms are
usually phased-in gradually, over several decades, the downward impact will become apparent only late in
the projection period. In 2060 Denmark, Estonia, Italy, Latvia, Poland and Portugal will have lower pension
expenditure as a share of GDP than in 2015.

What lies beneath this indicator?

The EU SDS calls for actions to create a socially inclusive society, maintaining sustainable public expendi-
ture. Pension expenditure projections illustrate the likely evolution of expenditure on pensions. They are
indicative of the future adequacy of needs combined with future sustainability of public finances and
are included as contextual indicators providing background information helpful to an understanding of
the topic.

The pension expenditure indicator includes gross public pensions (before taxes and compulsory social
security contributions) as a percentage of GDP. It is the sum of different categories of pension benefits,
some of which (for example, disability pensions) may be paid to people who have not reached the standard
retirement age. The projections are made on the basis of Eurostat’s population projection Europop2013 and
have been made by applying commonly agreed assumptions and methodologies uniformly to all Member
States, as agreed by the Economic Policy Committee (EPC) (*). The projections for pensions were run by
the Member States using their own national models, reflecting current pension legislation. In this way, the
projections benefit from capturing the country-specific circumstances prevailing in the different Member
States as a result of different pension legislation, while at the same time consistency is ensured by basing the
projections on commonly agreed underlying assumptions (*2).

(*") European Commission, The 2015 Ageing Report, Economic and budgetary projections for the 28 EU Member States (2013-2060), p. xvii.
(*?) Ibid.
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Overview of the main changes

The headline indicator in the ‘public health’ thematic area shows people are tending to live longer. This is
also evident in the steadily decreasing amount of people dying from chronic diseases before the age of 65.
However, the expected amount of years lived without activity limitations has not risen. This indicates that
the extra years of life gained are not necessarily spent in good health.

Other public health trends generally show a moderately favourable picture. Progress can be seen in two
determinants of health: the production of toxic chemicals and the share of people residing in living quarters
exposed to excess noise.

No improvements are visible in the amount of people reporting unmet needs for health care due to mon-
etary constraints. The share of people unable to afford health care has risen since the onset of the economic
crisis in 2008. Little or no progress can also be seen in the share of people suffering from long-standing ill-
nesses or health problems and exposure to air pollution by particulate matter and ozone. Improving these
indicators and reducing health inequalities thus remain challenges for the EU.

Table 5.1: Evaluation of changes in the public health theme (EU-28) ()

Indicator Long-t'erm evaluation Short-term evalua.tion
(since 2000) (last five-year period)

Life expectancy and healthy life years a) Q) a)

Health and health inequalities

Deaths due to chronic diseases G

(4

Unmet needs for medical health care

: @ )
Long-standing ilinesses or health @(4)(5) (Q} )

problems

Determinants of health

Production of toxic chemicals Q]

Exposure to air pollution by

particulate matter (ﬂ-

Exposure to air pollution by ozone

Annoyance by noise : *)

() An explanation of the evaluation method and the meaning of the weather symbols is given in the Introduction and in Annex lll.
(3) From 2004.

() From 2002.

(%) Evaluation based on EU-27.

(°) From 2005.
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Key trends in public health

Increases in life expectancy but not in years lived without activity limitations

Girls born in the EU in 2013 could expect to live 83.3 years on average — 5.5 years more than boys. This is
an improvement in life expectancy for both sexes. However, the number of healthy life years that girls or
boys born in 2013 could expect to live has not changed compared with 2005. This indicates that people on
average do not get to spend the years gained without activity limitations.

Health inequalities between social groups persist, but evidence suggests that disproportionate health prob-
lems in different groups declined between 2004 and 2010. Over the same period, the inequalities between
Member States in terms of life expectancy at birth fell for men and women.

Improvements in health indicators have slowed since the onset of the economic crisis and
inequalities persist

Out of every 100 000 people in the EU, 129.9 died due to chronic diseases before the age of 65 in 2012 (*).
This is a fall of 21.0 % compared with 2002. Such premature deaths due to chronic diseases differ widely
across the EU, especially for men.

Overall, the share of people reporting unmet needs for health care due to monetary constraints grew from
2.1% in 2008 to 2.4 % in 2013. Inequalities between income groups persist as those in the lowest income
quintile were more likely to report unmet medical needs.

Between 2005 and 2013 the share of people in the EU suffering from a long-standing illness or health prob-
lems increased slightly from 30.6 % to 32.4 %. The increase was more pronounced between 2010 and 2013.
Long-standing illnesses remain more prevalent among the lower income groups.

Progress in determinants of health such as toxic chemical production or noise annoyance,
but poor improvement in particulate matter and ozone exposure

Between 2004 and 2013 the production volume of toxic chemicals fell by 13.8 %, from 234.0 million tonnes
to 201.8 million tonnes. The decline in the production of chemicals classified as ‘carcinogenic, mutagenic
and reprotoxic’ (CMR) — the most toxic chemicals — was less pronounced, with their share of total chemi-
cal production remaining close to 10 %. At the same time, total production of non-toxic chemicals remained
stable at about 120 million tonnes over the period 2004 to 2013.

There was an increase in the exposure to air pollution by very fine particulate matter (PM, ;) — the most
hazardous to human health — from 14.3 micrograms per cubic metre in 2000 to 16.9 in 2012. In spite of
the rise in PM, ;, overall exposure to air pollution by fine particulate matter (PM,,) fell by 3.6 micrograms
per cubic metre over the same period, with PM,, concentrations reaching 24.9 micrograms per cubic metre
in 2012.

Overall urban exposure to air pollution by ozone rose by 555 micrograms per cubic metre between 2000
and 2012, reaching 3 502 micrograms per cubic metre in 2012. However, the trend was volatile due to the
influence of weather on ozone levels.

Last, there was a drop in the share of the population inhabiting living quarters exposed to noise, from
21.9% in 2008 to 19 % in 2013. Whether this implies an actual reduction in noise levels or a change of peo-
ple’s subjective perception of noise is not clear. Across the EU, an estimated 90 million people in urban areas
and 35 million outside of these are exposed to excessive noise.

(') These numbers refer to standardised death rates and not crude death rates. The (age-) standardised death rate is a weighted average of age-specific
mortality rates, whereas the crude death rate describes mortality in relation to the total population.
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Why do we focus on public health?

The first principle of the Rio Declaration on Environment and Development states ‘Human beings are at
the centre of concerns for sustainable development. They are entitled to a healthy and productive life in
harmony with nature’ (). This illustrates that public health is a key component of sustainable development.

Healthy people are more productive and have more resources to contribute to communal life. Thus a soci-
ety in good health represents added value for the economy and social development. As a result, sustainable
development cannot be ensured in societies marked by widespread disease.

Countries at different levels of development face different public health threats and challenges. While ‘tradi-
tional health threats’ are associated with a lack of development, ‘modern health threats’ are caused by rapid
development that lacks health and environmental precautions and leads to unsustainable consumption of
natural resources. Examples of such modern risks include increased road traffic, air pollution and use of
toxic chemicals (%), but also social conditions such as income inequality, unemployment or social isolation (*).

One of the major challenges for policy makers posed by modern health threats is that a long period may
pass before health effects manifest themselves (). For instance, a cancer-causing chemical released into the
environment today may not reach a person until it has passed through the food chain for months or years.
This means that understanding the pathways through which the hazards move is particularly important.
In such cases, the ‘precautionary principle’ is applied. This states that when human activities could lead to
morally unacceptable harm that is scientifically plausible but uncertain, actions have to be taken to avoid or
diminish that harm (°).

How does the EU tackle public health?

@

(
(
(

©

1

)
)

The protection from health threats is an explicit
objective in the EU Sustainable Development
Strategy (EU SDS) (). ‘Public health’is one of seven key
challenges of the strategy, with the overall objective
to ‘promote good public health on equal conditions
and improve protection against health threats’ At the
global level, the Agenda 21 adopted at the 1992 Rio
Earth Summit () has been one of the most significant
points in establishing an international policy frame-
work for health in sustainable development.

Promoting good health is furthermore an integral
part of Europe 2020 (), being particularly impor-
tant for the strategy’s priority on smart and inclu-
sive growth. It is specifically addressed through
the European Innovation Partnership on Active
and Healthy Ageing (). This pilot scheme aims to
increase the average healthy lifespan of EU citizens
by two years by 2020.

In addition, the EU health strategy ‘Together for
Health' (") supports the overall Europe 2020 strategy.
The EU health strategy is based on four core princi-
ples: (i) shared health values, (i) health is the greatest

wealth, (iii) health in all policies and (iv) strengthen-
ing the EU’s voice in global health. It puts forward
three main objectives:

o Fostering good health in an ageing Europe
o Protecting citizens from health threats

o Supporting dynamic health systems and new
technologies

The 2013 report by the European Commission
Investing in Health showed how health investments
should contribute to the Europe 2020 objective of
smart, sustainable and inclusive growth (). The
three main proposals for smart investment in health
were:

o Spending smarter but not necessarily more in sus-
tainable health systems

« Investing in people’s health, particularly through
health promotion programmes

e Investing in health coverage as a way of reducing
inequalities and tackling social exclusion.

) Council of the European Union (2009), Review of the EU Sustainable Development Strategy — Presidency report, 16818/09.
) WHO, Traditional Hazards, New Risks.

%) WHO (2003), Social determinants of health: the solid facts.
Martens and Michael (2003), Environmental change, climate and health. Issues and research methods, Cambridge University Press.
UNESCO (2005), The Precautionary Principle, World Commission on the Ethics of Scientific Knowledge and Technology (COMEST),
http://europa.eu/legislation_summaries/consumers/consumer_safety/132042_en.htm

7) Council of the European Union (2009), Review of the EU Sustainable Development Strategy — Presidency report,16818/09.

%) United Nations (1998), Rio declaration on environment and development.
) Commission Communication (2010), Europe 2020 — A strategy for smart, sustainable and inclusive growth, COM(2010) 2020 final.
1) See http://ec.europa.eu/health/ageing/innovation/index_en.htm

) See http://ec.europa.eu/health/strategy/policy/index_en.htm

'2) European Commission (2013), Investing in health, Commission Staff Working Document Social Investment Package.
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Public health

There is a strong link between health and other issues related to sustainable development. Health is influ-
enced by environmental issues associated with climate change and energy (such as greenhouse gas emis-
sions), sustainable transport (such as annoyance by noise), sustainable production and consumption (such
as atmospheric emissions), and the management of natural resources. A second link can be seen between
socioeconomic development and health. Improved living conditions and the reduction of inequalities
greatly contribute to better health. For poorer people, cost may be an obstacle to gaining access to health
services and leading a healthy lifestyle. Generally, socially included people benefit from the support of their
environment. Finally, economic activity or employment greatly contribute to mental health stability. These
issues are addressed in the EU Sustainable Development Strategy’s key challenges of ‘public health’, ‘social
inclusion’, ‘demography and migration’ and ‘fighting global poverty’.

Further reading on public health

European Commission (2009), Solidarity in health:
reducing health inequalities in the EU, COM(2009) 567
final, Brussels.

European Commission (2013), Report on Health
Inequalities in the European Union, SWD(2013) 328
final, Brussels.

European Commission (2013), Health inequalities in

OECD (2014), Health at a glance: Europe 2014, OECD
Publishing, Paris.

Seke et al. (2013), Sustainable development and public
health: rating European countries, BMC Public Health
13:77.

WHO (2012), The FEuropean health report 2012.
Charting the way to well-being, Copenhagen.

the EU — Final report of a consortium, Consortium

T LY —— WHO (2013), Promoting health, preventing disease: is

there an economic case?, Copenhagen
European Environment Agency (2014), Air quality in

WHO (2013), Review of evidence on health aspects of
Europe, Copenhagen.

air pollution — REVIHAAP project: final technical report,
European Environment Agency (2014), Noise in  Copenhagen.
Furope, Copenhagen.

European Environment Agency (2015), SOER 2015,
Synthesis Report, 5. Safeguarding people from envi-
ronmental risks to health, Copenhagen.
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Public health

Life expectancy in the EU has increased by 1.8 years for women and 2.6 years for men
between 2004 and 2013. However, people do not necessarily live longer without any
activity limitations. In particular women'’s healthy life expectancy fell by one year between
2005 and 2013.

Figure 5.1: Life expectancy and healthy life years at birth, by sex, EU-28, 2004-2013 ()
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Source: Eurostat (online data code: tsdph100)

Girls born in the EU in 2004 could expect to live 81.5 years. This was 6.3 years longer than boys born in the
same year. In the long term, between 2004 and 2013, life expectancy for both women and men increased
moderately, by 1.8 and 2.6 years, respectively. The stronger gain for men indicates the life expectancy gen-
der gap has been closing. Men also experienced a stronger short-term gain of 1.5 years compared with
one year for women between 2008 and 2012. According to a recent report by the Organisation for Economic
Co-operation and Development (OECD), this can at least partly be attributed to women adopting similar
risk-increasing behaviours as men, such as smoking, and to a sharp reduction in deaths from cardiovascular
diseases among men (*%).

Women live longer than men but spend more years with a disability or disease

In contrast to overall life expectancy, the disability- or disease-free life expectancy measured by the healthy
life years indicator does not show a gender gap. Girls born in 2013 could expect to spend 61.5 years in good
health. At 61.4 years, the healthy life expectancy for boys born in the same year was only slightly lower.
Given that healthy life expectancy does not differ between men and women, yet women’s overall life expec-
tancy considerably exceeds that of men, women can on average be assumed to spend a greater share of their
lives with a disability or a disease.

Moreover, healthy life expectancy has not improved over time. Between 2005 and 2013 it fell by 1.0 years
for women, while it grew by 0.3 years for men. This shows that people are not spending the extra life years
gained without activity limitations. Instead they have to live with some kind of disability or disease.

(%) OECD (2014), Health at a Glance: Europe 2014, pp. 16 and 17.

B Sustainable development in the European Union

s

Long term
(since 2004)

D

Short term
(since 2008)



http://ec.europa.eu/eurostat/product?mode=view&code=tsdph100
http://www.oecd-ilibrary.org/social-issues-migration-health/health-at-a-glance-europe-2014/life-expectancy-and-healthy-life-expectancy-at-birth_health_glance_eur-2014-4-en;jsessionid=4rh4aab2aaq4l.x-oecd-live-03

Public health

How life expectancy and healthy life years vary between Member States

In 2013, girls born in Spain had the highest life expectancy, at 86.1 years. This was 2.8 years longer than the
EU average and 7.5 years more than in Bulgaria, which has the lowest life expectancy in the EU. In 2013,
women in nine Member States had a lower life expectancy than the EU average in 2004. This includes the
newest Member State, Croatia.

Disparities in life expectancy among countries are even larger for men. In 2013, boys born in Italy had the
highest life expectancy at 80.3 years, which was 2.5 years above the EU average and 11.8 years above the
Member State with the lowest male life expectancy, Lithuania. Men in the same nine countries that had the
lowest life expectancy for women, as well as Estonia, also had a lower life expectancy in 2013 than the EU
average in 2004. However, the increase in life expectancy in these countries clearly exceeded the EU average
between 2004 and 2013 and was especially high between 2007 and 2013, indicating they have been catching
up to the rest of the EU.

Figure 5.2: Life expectancy at birth, by sex, by country, 2013
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Differences in healthy life years (**) across Member States are more pronounced than for life expectancy.
In 2013, the country with the highest healthy life expectancy for both men and women was Malta. There,
boys and girls born in 2013 could expect to live about ten years more without activity limitations than the
EU average. Furthermore, in Latvia, the country with the fewest expected healthy life years for men and
women in 2013, women were expected to spend 7.3 fewer years without any activity limitations and men
9.7 fewer than the EU average. Thus the difference in healthy life expectancy across the EU varies by up to
almost 20 years.

(") The county breakdown of the indicator healthy life years must be handled with care as treatment and use of medical care as well as mortality
registration methods may vary across countries.
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Figure 5.3: Healthy life years at birth, by sex, by country, 2013
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Health inequalities in the EU

Over the past few years the gap between the Member State with the highest life expectancy at birth for
men compared with the lowest has tightened by about 11 %, from 13.3 years in 2008 to 11.8 years in 2013.
Over the same period, the gap for women also declined by about 4% from 7.8 years to 7.5 years. The Gini
coefficient, used as a measure of inequality between Member States, has declined as well (**). From 2000 to
2010 the Gini coeflicient of male life expectancy at birth was reduced by 3.5 % and the female coefficient by
10.4 % (*°). This decrease is partly due to a fall in the inequality in infant mortality across European coun-
tries. From 2000 to 2010, the Gini coeflicient of infant mortality decreased by 26.4 % (*7).

Health inequalities between social groups are due to many factors, including behavioural factors and dif-
ferences in living and working conditions, but also in access to and quality of health care. A European
Commission report on health inequalities in the EU shows that whichever indicator of socioeconomic sta-
tus is considered — education, income or material deprivation — reporting of poor general health and long-
standing health problems tend to be less frequent in the most advantaged group and increasingly common
as disadvantage worsens. Of these, the strongest association is between material deprivation and health as
well as between education and health. For instance, although women are more likely to report being in bad
health than men, when controlling for education, the odds of reporting so decrease. This suggests that soci-
oeconomic disadvantages experienced by women largely account for differences in general health between
men and women (*¥). Finally, both at a regional level and between Member States the level of health can be
associated with GDP, however, this connection is far stronger for countries with lower levels of GDP (**).

What lies beneath these indicators?

An improvement in healthy life years is one of the main health goals for the EU; the European Innovation
Partnership on Active and Healthy Ageing aims to increase the average healthy lifespan of Europeans by

(") The Gini coefficient is used as an indicator of inequality. Although it is mainly used to measure income inequality, it can also be applied to health. It can
take values from 0 (perfect equality) to + 1 (perfect inequality). For details on the method of calculation, see Regidor E, ‘Measures of health inequalities:
part 1’ Journal of Epidemiology and Community Health 2004; 58:pp. 858-861; also see European Commission Directorate General for Health and
Consumers (2011), Expert review and proposals for measurement of health inequalities in the European Union — Full Report, p. 27.

(%) European Commission (2013), Report on health inequalities in the European Union, p. 23. and European Commission (2013), Health inequalities in the EU —
Final report of a consortium. Consortium lead: Sir Michael Marmot, p. 29.

(") European Commission (2013), Health inequalities in the EU — Final report of a consortium. Consortium lead: Sir Michael Marmot, p. 20.

(%) Id, pp. 53-62.

() OECD (20M), Life expectancy at birth, in Health at a Glance 2011: OECD Indicators, OECD Publishing, p. 24.
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Public health

two years by 2020 (*°). While life expectancy is a conventional and solid indicator to reflect general health
and health care conditions in different countries, the indicator of healthy life years is increasingly used to
include the concept of quality of life. The indicator combines information on both the quality and length
of life. Therefore, it reflects that the emphasis has shifted from seeing health simply in terms of longevity to
also considering well-being in terms of the absence of morbidity.

Life expectancy is defined as the mean number of years still to be lived by a person at birth or a certain exact
age, if subjected throughout the rest of his or her life to the current mortality conditions.

Healthy life years are defined as the number of years a person is expected to live in a healthy condition. It is
compiled separately for males and females, at birth. The indicator combines information on mortality and
morbidity. It is based on age-specific prevalence (proportions) of the population in healthy and unhealthy
conditions and age-specific mortality information (age-specific probabilities of dying). A healthy condition
is defined by the absence of disability or limitations in functioning.

(%) See http://ec.europa.eu/health/ageing/innovation/index_en.htm

Sustainable development in the European Union B



http://ec.europa.eu/health/ageing/innovation/index_en.htm

Public health

A 21.0% drop in the death rate due to chronic diseases before the age of 65 was
experienced between 2002 and 2012. The decrease remained steady throughout the long-
and short-term period. In 2012 chronic diseases accounted for almost 60 % of all premature
deaths and were more common among men than women.

Figure 5.4: Death rate due to chronic diseases, population aged under 65, EU-28, 2002-2012 (')
(deaths per 100 000 persons)
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