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1 Introduction

The delivery of Territorial Evidence Reports represents one of the main outputs of this project.
Those reports intend to go beyond the provision of input to policy processes and thoroughly
present comparable evidences and key territorial development trends from a forward-thinking
perspective. The underlying logic of developing such an evidence-informed document dove-
tails the need for scientific information providing, to the extent possible, an unambiguous un-
guestionable basis for policy intervention. The territorial evidence reports are accordingly
meant to present a comprehensive framework supporting the development of an interactive

relationship between evidence and policy.

The territorial Evidence Reports are produced for the twelve INTERREG A and B pro-
grammes, which are participating in the ESPON Territorial Evidence Support for ETC Pro-

grammes Project. The 12 Programmes are presented in the textbox below.

INTERREG B Mediterranean INTERREG A Austria-Czech Republic
INTERREG B South-West Europe INTERREG A Deutschland-Nederland
INTERREG A Italy-Croatia INTERREG A Central Baltic

INTERREG A Italy-Austria INTERREG A South Baltic
INTERREG B North-West Europe INTERREG A Sweden-Denmark-Norway
INTERREG B Central Europe INTERREG A Two Seas Programme

The reports focus on the scrutiny of each territories’ characteristics, illustrated by their se-
lected thematic priorities, specific programme objectives and indicators, to better identify,
target and depict the territories’ specificities. As such, Territorial Evidence Reports have a
common structure that allows characterising programme areas in a comparable way. Fur-
thermore, the evidence gathered in the reports also aims to capture the specificities of each

programme area.
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2 Baseline Assessment and Territorial Characterisation

2.1 Context and programme area description

The 2 Seas area covers the coastal regions of 4 EU Member States along the Southern North
Sea and the Channel: England (East Anglia; Essex; Surrey, East & West Sussex; Hampshire
& Isle Of Wight; Kent; Dorset & Somerset; Cornwall & Isles Of Scilly; Devon); Belgium (Ant-
werpen; Oost-Vlaanderen; West-Vlaanderen), France (Picardie; Nord-Pas-De-Calais); and
the Netherlands (Noord-Holland; Zuid-Holland; Zeeland; Noord-Brabant).

The areas’ connection to the North Sea and Channel is a common link across the Programme
area. Large parts of the programme area are in close proximity to the capital cities of London,
Amsterdam or Brussels. The area has been subject to major economic changes relating to
the financial crisis, which have particularly affected SMEs, led to a rise in unemployment and
risk of poverty, and impacted on R&D expenditure. However, compared to EU averages, in-
novation levels remained stable. Environmental concerns and sustainable development are a
high priority in what is generally a densely populated are of the EU — large parts of the pro-
gramme area are in close proximity to the capital cities of London, Amsterdam or Brussels.
The Programme area has demonstrated particular strengths in blue economy, environmental
technology and bio-technology. The Programme budget is € 392,143,504 with ERDF
€ 256,648,702 and national counterpart funding € 135,494,802.

2.2 Contribution to EU 2020 strategy & situation in the programme area

The overall objective of the Programme is: to develop an innovative knowledge and research
based, sustainable and inclusive 2 Seas. Its contribution to EU 2020 strategy is linked to

strengths and weaknesses identified in the programme area.

Under Smart Growth, the 2 Seas programme area benefits from the presence of regions with
high innovation performance. However, this performance varies across the area. Proximity to
large capital cities provides access to a large knowledge market and offers opportunities e.g.
for provision of sites for manufacturing. For Sustainable Growth, one of the key challenges for
the 2 Seas area is to accelerate the movement towards a low-carbon economy. For Inclusive
Growth, levels of employment, youth employment, educational attainment and share of popu-
lation at risk of poverty are favourable compared to EU-averages. However, the territorial

impact of the economic crisis and increasing levels of territorial polarization are concerns.

2.3 Overview needs and challenges

In the 2 Seas area most regions lag behind targets in relation to: the Europe 2020 low carbon
economy theme. Many also are lagging behind on education targets,. For the knowledge
economy, the situation mixed, with some regions below EU targets. Employment in the 2Seas

area is the only target where most regions are on track, but the financial crisis will have a
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negative impact. On the basis of an initial broad analysis ,the programme focuses on the fol-
lowing key areas: In relation to R&D and innovation, the strength of some regions in R&D and
high tech sectors is highlighted. At the same time, the area faces the lower performance of
SMEs in R&D , territorial polarisation, social exclusion and lack of social innovation, the risks
of brain drain and demographic ageing, outsourcing of R&D, skills shortages, internal compe-
tition and the lasting impacts of the economic crisis. Opportunities are identified in social in-
novation, targeted innovation policy and cluster development in: logistics, transport; environ-
mental & marine technology (“blue economy”); agri-food; life sciences & health; communica-
tion, digital and creative industries. Issues linked to climate change is another area high-
lighted. Strengths are the area’s capacity and policy focus on the issues. Weaknesses include
the area’s high vulnerability and sensitivity to climate change, and capacity issues in the most
vulnerable regions. Together, these offer significant opportunities in relation to information
sharing and planning, collective actions to address coastal and marine issues. In relation to
the shift to a low carbon economy, the Programme notes the potential for renewable energy
and energy efficiency across the region and accompanying policy commitment. However, the
fact that the regions have high levels of carbon emissions and renewable energy production
lags behind targets are identified as weaknesses. Opportunities are noted in relation to the
development of renewables such as off shore wind and solar power and newer forms of en-
ergy production and efficiency. Threats are low acceptance, investment and take up of new
technologies and solutions. No specific instruments related to integrated approaches are

used. Although reference is made to the need for integrated coastal zone management.

2.4 Overview on the selected Thematic Objectives, Priority Axis,
Investment priority, specific objectives

Specific objective 1.1: Improve the framework conditions for the delivery of innovation, in rela-
tion to smart specialization
Priority Axis 1: Technological and social innovation (TO1, IP 1b)

o Brief justification: Innovation and competitiveness are a major challenge for 2 Sea re-
gions facing international competition. It contributes to boosting economic growth and
job creation.

¢ Main change sought: Improved conditions for innovation to the benefit of all stakeholders
in the innovation chain

e Expected activities: Stimulating the cooperation of public and private stakeholders, civil
society and research entities according to the “quadruple helix” paradigm; introducing
and adopting common approaches, collaboration arrangements, joint structures and pol-
icy tools supporting capacity for delivering innovation.

o Beneficiaries: SMEs, NGOs, Civil Society, Local Authorities, Universities, key sectors
and competitiveness clusters, research centres, public stakeholders, social and local
services, business sector, chambers of commerce, research centres, civil society
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Specific objective 1.2: Increase the delivery of innovation in smart specialisation sectors. Pri-
ority Axis 1: Technological and social innovation (TO1, IP 1b)

o Brief justification: Exploits the high potential for innovation of the 2 Seas area which is
mainly related to existing clusters for smart specialisation, networks of research, possi-
bility of high technology transfer.

e Main change sought: Better exploitation of research outcomes and innovation applica-
tion, specifically in key sectors

o Expected activities: Enhancing technology transfer and uptake, in particular by SMESs,
testing and developing pilot actions; promoting a closer, more effective and operational
cooperation among the key stakeholders of innovation

o Beneficiaries: Competitiveness clusters, incubators, business sector stakeholders, re-
gional authorities, chambers of commerce, research centres, technology parks and civil
society.

Specific objective 1.3: Increase the development of social innovation applications to make
more efficient and effective local services to address the key societal challenges in the 2 Seas
area

Priority Axis 1: Technological and social innovation (TO1, IP 1b)

o Brief justification: The development of social innovative applications is useful to tackle
the challenges related to inclusion themes, and to promote more effective and efficient
social support against unemployment, in particular for youth people, poverty and social
exclusion.

¢ Main change sought: Development of social innovation addressing challenges related to
social inclusion

e Expected activities: Exploiting and adopting the results of research; promoting a closer,
more effective and operational cooperation between the third sector and social enter-
prises, private and public sector.

¢ Beneficiaries: Social and local services.

Specific objective 2: Increase the adoption of low-carbon technologies and applications in
sectors that have the potential for a high reduction in greenhouse gas emissions
Priority Axis 2.1: Low carbon technologies (TO4, IP 4f)

o Brief justification: Low carbon economy is a key issue for sustainable territorial develop-
ment in all parts of the programme area. The programme partners see an important role
for the 2 Seas programme to increase the adoption of low carbon technologies and in-
vest in cross-border actions to pilot and roll out low carbon technologies in the 2 Seas
area.

e Main change sought: Increased adoption of low carbon tech leading to reduced carbon
dependency and GHG emissions

e Expected activities: Enhancing the uptake of state-of-the art solutions; testing and dem-
onstration of these technologies and applications to pave the way for their wider uptake;
promoting a closer, more effective and operational cooperation of businesses, knowl-
edge institutes and public sector

e Beneficiaries: Businesses, research institutes, knowledge institutes and public sector
and relevant entities and stakeholders that can directly benefit from the improved ser-
vices and conditions.
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Specific objective 3.1: Improve the ecosystem-based capacity of 2 Seas stakeholders to cli-
mate change and its associated water-related effects
Priority Axis 3: Adaptation to climate change (TO5, IP 5a)

e Brief justification: Adaptation and preparedness in response to the effects of climate
change is an important challenge for the whole 2 Seas programme area. The area’s
maritime location makes it particularly vulnerable to climate change.

e Main change sought: Increasing eco system based adaptation capacity

e Expected activities: Develop collective approaches which will be integrated into spatial
planning and solutions for environmental and economic resilience and integrated man-
agement of coastal zones; improving the coherence and coordination between strategies
and actions, and mechanisms for the crossborder exchange of information and data.

e Beneficiaries: Local and regional authorities, environmental agencies, emergency ser-
vices and coast guard centres, universities and research centres and local communities
will be among the beneficiaries.

Specific objective 4.1: Increase the adoption of new solutions for a more efficient use of natu-
ral resources and materials
Priority Axis 4: Resource efficient economy (TO6, IP 69g)

o Brief justification: Achieving an increased adoption of new solutions for a more resource-
efficient economy requires the reinforcement of the institutional framework conditions
and the capacity of business, public bodies and other stakeholders in society to adopt
new models and approaches.

e Main change sought: Achieving an increased adoption of new solutions for a more re-
source-efficient economy

e Expected activities: Adopting and implementing collaborative approaches, structures and
policy tools for the more efficient use of the natural resources and materials

¢ Beneficiaries: Policy-makers and economic actors in charge of developing and imple-
menting resource efficient policies, strategies and business models are among the ex-
pected beneficiaries.

Specific objective 4.2 : Increase the adoption of new circular economy solutions
Priority Axis 4: (TO6, IP 69)

o Brief justification: responds to the identified need of the 2 Seas area to develop re-
source-efficiency policies and change attitudes of economic stakeholders to more sus-
tainable behaviour.

e Main change sought: Achieving an increased adoption of new solutions for a circular
economy

e Expected activities: adopting and implementing collaborative approaches, structures and
policy tools in order to facilitate the transition towards a circular economy.

¢ Beneficiaries: Policy-makers and economic actors in charge of developing and imple-
menting resource efficient policies, strategies and business models are among the ex-
pected beneficiaries.

Coherence and Cooperation: Particular attention is drawn to the capacity of ETC to help im-
prove coherence, coordination and alignment with policies affecting maritime regions, includ-

ing the Atlantic Strategy. The need for coordination with other EU funds is also highlighted.
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3 Indicators

3.1 |Initial result and output indicators used in assessment

The definition of reliable result indicators for INTERREG policies must be based on a set of
objective criteria, able to overcome all the potential issues arising in this process. Figure 3.1
shows the conceptual framework developed by Politecnico di Milano within the Territorial
Evidence project in order to guide policy makers in the identification of appropriate result indi-

cators.!

Figure 3.1: The logical model of public intervention and the criteria for the definition of appropriate result
indicators

Cross border/

Society Problem transnational impact

Policy Result
output

Public
intervention

1. Rationale
issues for
objectives

2. Definitional Relevance Unbiasedness
issues for result
indicators Coherence

3. Measurement
issues for result
indicators

Measurability

Source: adapted from Osuna et al. (2000)

The public intervention requires some logical steps, namely:

¢ the identification of the problem, on which the objectives of the public intervention focus;
¢ the policy tools for the implementation of specific actions to solve the problem;
¢ the identification of specific outputs (i.e. the specific actions) which, in turn, will lead to
e results, meant as the contribution of the policy to the achievement of the objectives de-
fined.
Result indicators are those indicators measuring project results relative to project objectives,
as they monitor the progress towards the explicit targets defined in the beginning of the logi-

cal chain (Mosse and Sontheimer, 1996).

The first step is to take into consideration rational issues for the identification of objectives
that motivates the policy action.? In other words, these issues are preliminary to the definition
of result indicators but, nevertheless, fundamental for their identification:

e the project objectives have to be defined in a clear and unambiguous way, fitting prop-
erly the problem they are related to. If this is not the case, it would not be possible to

! This framework was discussed in details in section 2.2 of the Inception Report.

2 Examples of rational issues on the proposed results indicators in the 12 INTERREG Programmes are
presented in section 2.2.2.
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meaningfully measure the progress towards the targets of the policy, since the targets
themselves would not be clear. The first issue in the identification of appropriate result
indicators is defined as the rationality of the policy objective (Figure 2). Rationality
measures the level of understanding, transparency and accurateness of the policy objec-
tives relative to the societal problem addressed;

¢ the objectives have to have a clear focus on territorial cooperation, i.e. it must be evident
that the INTERREG Programme is not just a substitute for a policy of any other kind (ei-
ther regional or national) but, rather, its goal is strictly focused on a cross-border territo-
rial dimension.

The second step is the definitional issues for results indicators®:

¢ result indicators must be fully consistent with the objectives of the policy, as they have to
correctly measure the targets set by the public intervention. In other words, there is an
issue of coherence linking objectives and result indicators (Figure 3.1): if a mismatch
arises between these two elements, the monitoring of the policy achievements would be
flawed and arbitrary;

e at the same time, it is important for the result indicators to capture a result of the project,
rather than an output. The difference between outputs and results must be made explicit,
in order to avoid confusion between the two concepts. Outputs are the products gener-
ated by the policy in order to achieve certain results. In this sense, the output is not the
final goal of the policy, but rather the mean through which the policy objective is pursued
(OECD, 2009). The results, on the other hand, represent the extent to which the objec-
tive of a policy has been achieved. For instance, a transportation policy could involve the
investment of some funds (tools) for the building of a new highway (output) in order to
decrease travel time of commuters (result). A policy for unemployed people could invest
public resources (tools) for the organization of training courses (output) which will make
it easier the reintegration in the job market (result). The relevance of result indicators
(Figure 3.1) measures the extent to which the indicator is capturing a result rather than
an output;

¢ the last logical link in Figure 3.1 links the results of the policy to its impact on the society
(Hempel and Fiala, 2011). The policy impact is defined by the long-term effects on spe-
cific dimension of well-being and living standards of the population targeted by the policy
(McCann and Ortega-Argilés, 2015). These long-term effects depend on a variety of dif-
ferent factors, most of them not under the control of the policy maker (World Bank,
2004). The policy results, on the other hand, are short or medium-term effects, directly
resulting from the outputs generated by the policy. In other words, the causal link be-
tween policy results and impacts is not as evident as the one between outputs and re-
sults. It is therefore extremely important, for the result indicators, to capture the net effect
of the policy actions on the defined targets, obtained when the result is free from, and
unbiased with respect to, other on-going actions and processes.

If rationality and the focus on territorial cooperation represent the prerequisites for the defini-
tion of the result indicators, since they relate to the specification of the policy objectives, rele-
vance, coherence and unbiasedness refer to the appropriate definition of result indicators,
and therefore they another conceptual level with respect to rationality and territorial coopera-

tion in the logical framework showed in Figure 3.1.

8 Examples of definitional issues on the proposed results indicators in the 12 INTERREG Programmes
are presented in section 2.2.3.
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Once result indicators are defined in terms of rationality, territorial cooperation, relevance,
coherence and unbiasedness, the logical approach moves to a third level, concerning the
empirical measurement of the indicators and the potential issues involved in this phase
(Figure 3.1).

Moving from the general definition of a result indicator to its empirical measurement implies
some critical issues, entering the problem of measurability.* The criteria have to reflect spe-
cific characteristics that results indicators should have. Results indicators should in fact be:

¢ objective: results have to be measured in an objective way. They have therefore to be as
insensitive as possible to different methodologies and approaches for their collection,
and have to provide a straightforward interpretation of the change occurred. In this
sense, quantitative indicators are preferable to qualitative ones;

e consistent over time: since result indicators should monitor the gradual approach to-
wards the specific targets set by the policy maker, it is important for their empirical
measurement to be regularly available over time, without long time lags (Schumann,
2016).

e comparable: to the broadest extent possible, indicators should allow a comparison with
other policy contexts, so to understand whether the change occurred is more or less
relevant.

e available at affordable prices: since the collection of indicators is a costly procedure, es-
pecially for qualitative data such as surveys and focus groups, the budget devoted to the
measurement phase has to be carefully planned. Whenever possible, without decreas-
ing the quality of indicators, existing data sources should be used for this purpose
(OECD, 2015).

These criteria have been presented, discussed and validated with the stakeholders in the first
round of workshops. In what follows, we will apply the different criteria to the current result
indicators proposed by the 12 INTERREG Programmes, and highlight examples of high or
low quality of the indicators suggested in the programmes according to the different criteria.
This analysis has two goals. First, it will inform about the fulfilment of the different criteria,
pointing out the most relevant issues encountered in the definition of the current result indica-
tors. Second, it will provide useful examples to be included in the guidelines for the policy

makers, making them aware of the potential mistakes to be avoided.

While the assessment of the current result indicators was conducted on the whole set of indi-
cators proposed by the 12 Programmes, in the following lines we will report anonymized ex-
amples of both unsatisfactory and satisfactory indicators. This is due to the objective of the
project not being an evaluation of the Programmes but, rather, the development of a general
approach to the definition of appropriate result indicators that could be applied to any INTER-
REG action.

4 Examples of measurable issues on the proposed results indicators in the 12 INTERREG Programmes
are presented in section 2.2.4.
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Thema‘uc Specific objective Result indicator Rationality Terrnon‘al Coherence Relevance Unbiasedeness Measurabilty
objective cooperation

1 Improve the framework conditions | Average level of performance of the 2 Seas area MEDIUM - The LOW - Several other  |LOW - The definition of
for the delivery of innovation, in with regards to the framework conditions for definition of the result |factors may influence |the result indicator is
relation to smart specialisation innovation indicator isnot fully  |innovation (sector of |not clear: a more

clear specialization, human |precise definition of
HIGH HIGH HIGH capital in the region,  |what is meant by
etc.) “framework condition"
is necessary

1 Increase the delivery of innovation |Average level of performance of the 2 Seas area MEDIUM - The LOW - Several other LOW-How is the
in smart specialisation sectors with regards to the delivery of innovation in definition of the result |factors may influence |innovative

smart specialisation sectors (Number (scale from indicator is not fully |innovation (sector of |performance defined?
1to5)) HIGH HIGH HIGH clear specialization, human

capital in the region,

etc)

1 Increase the development of social |Average level of performance of the 2 Seas area |MEDIUM - It is not fully LOW-How doesthe |MEDIUM - The LOW - Several other LOW-How is the
innovation applications in order to |with regards to the development of social clear how social development of social |definition of the result |factors may influence |innovative
make more efficient and effective  |innovation applications (Number (scale from 1 |inclusion will be innovation indicator is not fully  |the development of performance defined?
local services to addressthe key ~ |to5)) improved by the mean applications clear social innovation
societal challenges in the 2 Seas of the activities of the HIGH contribute to higher applications (human
area. Programme social inclusion? capital in the region,

level of wealth, etc.)

4 Increase the adoption of low-carbon | Average level of performance of the 2 Seas area LOW - It is not clear how MEDIUM - The LOW - Several other LOW-How is the
technologies and applications in with regards to the adoption of low-carbon territorial cooperation definition of the result |factors may influence |performance defined?
sectors that have the potential for a [technologies and applications (Number (scale contributes to the indicator isnot fully  |the adoption of low-
high reduction in greenhouse gas  |from 1 to 5)) achivement of the clear carbon technologies
emissions HIGH result HIGH (availability of energy

sources, level of
wealth, etc.)

5 Improve the ecosystem-based Average level of performance of the 2 Seas area MEDIUM - The LOW - Several other LOW-How is the
capacity of 2 Seas stakeholdersto |with regards to the adaptation capacity to definition of the result |factors may influence |performance defined?
climate change and its associated |climate change and its water-related effects indicator isnot fully ~ |the adapptation to
water-related effects (Number (scale from 1 to 5)) clear climate change

HIGH HIGH HIGH (economic
specialization, natural
assets, etc.)

6 Increase the adoption of new Average level of performance of the 2 Seas area MEDIUM - The LOW - Several other LOW-How is the
solutions for a more efficient use of |with regards to the adoption of new solutions for definition of the result |factors may influence |performance defined?
natural resources and materials amore efficient use of natural resources and indicator is not fully ~ |the efficient ue of

materials (Number (scale from 1 to 5)) clear natural resources
HIGH HIGH HIGH (economic
specialization,
functional
specialization, etc.)

6 Increase the adoption of new Average level of performance of the 2 Seas area [MEDIUM - It is not fully [LOW- It is not clear how MEDIUM - The LOW - Several other ~ [LOW- How is the
circular economy solutions in the 2 |with regards to the adoption of new circular- clear how this objective |territorial cooperation definition of the result |factors may influence |performance defined?
Seas area economy solutions (Number (scale from 1 to 5)) |is overlapping with the |contributes to the indicator is not fully  |the adoption of

previous one, asboth  [achivement of the clear circular economic
concern the result HIGH solutions (level of
development of wealth, individuals'
resource-efficient attitudes, etc.)
policies
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3.2 Proposed Key Territorial Indicators

Table 3.1 provides a list of result indicators using the multicriteria approach discussed above.
The first column of the table shows the specific goal of the policy, while the second one reports
the proposed result indicator. The latter has to be intended as the aggregation of the empirical
measurements of the change in the single indicators listed. The first row of the table is there-
fore fully correspondent to the example described in the present section. The change in the
number of tourists, the variation of seasonality and the change in the number of sites in good

conditions have to be aggregated in one single indicator, according to the policy priorities.

The second and third rows provide other two examples, for which an empirical measurement
has been provided and mapped.5 In the first case (second row) the specific objective consists
in increasing employment and self-employment in microenterprises. The expected results of
these actions can be identified in both an increase of entrepreneurship in the area and a posi-
tive change of the employment in microenterprises. Therefore, a result indicator for this policy
could be represented by the combination of the number of new firms and the change in em-
ployment in enterprises with 1-9 employees. Notice that, in this case, trade-offs between the
achievements of the two different objectives are not likely to occur. The weights associated to
each of these two indicators depend on the priorities of the policy, and whether they are more

oriented towards either the creation of job places or the entrepreneurship promotion.

Table 3.1: Shortlist of proposed result indicators using a multicriteria approach.

Specific objective Proposed result indicator
(as a change in the listed variables)

To improve capacities for the sustainable use of Tourism presences + tourism seasonality + natural

cultural heritage and resources sites in good conditions

Promoting an increased employment in self- Number of new firms (1-9 employees) + number of
employed businesses, micro enterprises and employees in enterprises with 1-9 employees
start-ups

Fostering the innovative potential of the region Patent application in the relevant sectors + trade-
mark applications in the relevant sectors

Increase the applied research and innovation Share of R&D expenditure in % of the regional GDP +
oriented activity in the area number of trademark application + number of patent
applications

To facilitate the implementation of low-carbon, CO, emissions + N,O emissions
energy and climate protection strategies to
reduce GHG emissions

More exports by the companies of the area to Increase in export + share of export towards non
new markets EU/EFTA markets

Improved services of existing small ports to Number of tourists + index of concentration of tourists
improve local and regional mobility and contrib- per port of arrival
ute to tourism development

® The measurement and mapping exercise is purely demonstrative. The period over which the change
of the single indicators has been measured is 2008-2013. The source of the data employed in the
analysis is EUROSTAT. Some regions are missing because no evidence was available for them. The
aggregation rule applied for the empirical examples is the calculation of the arithmetic mean of the indi-
cators.
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Specific objective Proposed result indicator

(as a change in the listed variables)

More people benefiting from stronger communi-
ties in the area

Composite indicator of indexes of social inclusion (:
people under poverty threshold, long-term unem-
ployment rate, etc.)

Number of IP + households with access to internet +
households with access to broadband connection +
households who use internet for interactions with the
PA

Increase the development of social innovation
applications in order to make more efficient and
effective local services to address the key socie-
tal challenges in the area

Improve the quality, safety and environmental
sustainability of marine and coastal transport
services and nodes by promoting multimodality
in the area

Goods transported by sea + average age of the ships
+ number of accidents

Make natural and cultural heritage a leverage
for sustainable and more balanced territorial
development

Number of tourists + seasonality in tourism

The third row of Table 3.1 reports an example of a policy aimed at fostering the innovative
potential of the region. In this case, the objective consists in the creation of knowledge and
innovation in the Programme area. Since innovative products may take different forms, a
single indicator would probably be biased, taking into account only one of them. For this rea-
son, the proposed result indicator is represented by the combination of the variation in both
patent and trademark applications. Again, the way in which these two indicators are aggre-

gated depends on the priorities of the Programme, and on the focus of the policy action.

Going one step further from the assessment conducted under 3.1 and the shortlisted result
indicators presented in the preceding paragraphs, synthetic result indicators are presented in
the table below. These indicators stem from the gaps identified in the assessment of the indi-

vidual result indicators used by the programme vis-a-vis the overarching ETC intervention

ETC Thematic N Proposed result
Programme ) ! Specific objective output indicator Result indicator POSe
objective | objective indicator
Two seas (1) 1 Improve the framework conditions |OL:Number of joint toimprove Average level of the 2 Seas area |Synthetic indicator:
for the delivery of innovation, in ~ [innovation (Number) with regards to the framework conditions for | human capital in the
relation to smart spedialisati (C2:Number of networks and structures established o enlarged to improve the frameviork conditions |, o region + Framer
elation to smart speci on for innovation (Number) ovatio egion + Framerow
|08:Number of tool to improve the framework conditions, Programme
for innovation (Number) participation + number
of employees in R&D
Two seas (2) 1 Increase the delivery of innovation |OL: Number of tests, pilot: i d related tothe | Average level of performance of the 2 Seas area |Synthetic indicator:
in smart specialisation sectors gz”‘ﬁwb' ‘ecjm‘:‘ﬂa‘ innovation (Number) e delvaryor with regards to the delivery of innovation in numer of patent
tot "
umber of sm: oyt o the delivery o smart specialisation sectors (Number (scale from |applications + number
|COL: Number of research nst crossborder, orinterregional 1to5)) of scientific
research projects (Number) publications + number
|cce: Number of ent crossborder, orinterregional research o citations (by
projects (Number) themel sector) +
Framework Programme
participation
Two seas (3) 1 Increase the development of social |OL: Number of tesis, pilot related o the | Average level of performance of the 2 Seas area | Synthetic indicator:
ap) in order to. {956 7’ 50:‘3‘ (Number) . |with regards to the development of social number of IP+
N t X "
make more efficient and effective Sma‘”m e of s - o f b ° (Number (scale from 1 [households with access
local services to addressthe key  |cor: number of research inst crossborder, orinterregional t05)) tointemet +
societal challengesin the 2 Seas  [research projects (Number) households with access
area. |cce: Number of ent crossborder, orinterregional research to broadband
projects (Number) connection +
households who use
internet for interactions
with the PA
Two seas (4) 4 Increase the adoption of | bon [OL: Number of toincrease Pt low Average level of performance of the 2 Seas area | Synthetic indicator: 002
i d i in 2 Numberof \ ated o th with regards to the adoption of low-carbon emissions + N20O
umber of tests, plots, related to the
sectors that have the potential for a (£ FEPt 2 220 PO FO0ORt technologies and applications (Number (scale ~ |emissions
high reduction in greenhouse gas  [o3: Number of small ol o o low |from1to5))
emissions
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Map 3.1: Composite indicator: Change (2008-2013) in number of new firms (1-9 Map 3.2: Composite indicator: Patent applications and trade-mark applications (change

employees) and number of employees in enterprises with 1-9 employees 2008-2013)
Composite Indicator: change (2008-2013) in number of new firms
(1-9 employees) + Number of employees in enterprises with Composite Indicator: patent applications + trade-mark applications
1-9 employees (change 2008-2013)
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4 Benchmarking

4.1 Gross Value Added in Knowledge Intensive Industries

The maps below present the synthetic composite indicator Gross Value Added benchmarked
in the first case along the programme area and in the second case, along ESPON space, as
data availability allows. Gross value added approximates the value of goods and services
produced in a given geographical dimension (in this case NUTS-3) over a defined time period.
The composite indicator reflects the gross value added of knowledge intensive services and

industries in a given area.

The synthetic indicator is composed of several sub-indicators which are individually picking up
characteristics of the overall territorial dimensions in the framework of knowledge-intensive

economic activities. The indicator is calculated in the following manner:

1 1
GVA;; = 2 *Yie + 2 *Eit

In which the variable Y;, represents normalised gross value added by knowledge intensive
industries in region i and at time t. Analogously, E;, represents normalised employment in a
given region i and at time t. Each of the variables are normalised in the following manner,
across the programme region and across ESPON Space. The individual values are scaled up

by a factor of 100 to aid with the ease of interpretation.
Ei,=(ej— min(ei‘t))/(max(em - min(ei,t))

As data sources, Eurostat data is used. Gross value added by knowledge intensive industries
is represented by the indicator Gross value added of financial and insurance activities; real
estate activities; professional, scientific and technical activities; administrative and support
service activities® of the NACE data set and the corresponding employment indicator of the

NACE data set for the same economic activities’.

The scale used in the mapping is a continuous scale; a deeper shading of the colour repre-
sents a higher value. The programme area is covered with a relatively wide range of values
for the indicator GVA. A minimum of 0.2 can be observed in Northern Flemish regions, with
corresponding maximum of 147,8. Maxima are found along urban centres, for example

NUTS-3 regions around London, South Holland and the Franco-Belgian border.

In particular, higher values are found around the conurbation around Rotterdam in Holland,
Antwerp and Ghent in Belgium, the Nord Region of France, and parts of Essex, Cambridge-
shire and Surrey in England. These areas all contain, or are near, major European conurba-
tions, e.g. Rotterdam, London. The areas are densely populated with high concentrations of

highly skilled working age populations, centres for education and research, and high concen-

6nama_lOr_nga

7nama_lOr_:Sempers
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trations of R&D/knowledge based industries and the service sector. The dependence of
knowledge-based industries on human capital reinforces the link between centres of popula-
tion and these sectors. The regions also have specific sectoral strengths, e.g. automotive
sector in the Nord region of France, biotechnology and high-tech industries in Cambridge-
shire, and port and chemical industries in Antwerp, which have important knock-on benefits

for associated industries, innovation and start-ups.

The 2 Seas Region is reflective of a wider patterns across North West Europe, which has a
numbers of mid-value regions and some of notable concentrations of high value areas
infaround major urban areas. The synthetic indicator appears to show comparatively low lev-
els across much of the EU, which makes the achievements of the higher performing regions

in the 2 Seas region all the more notable.
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Map 4.1: Synthetic indicator: People employed in knowledge intensive sectors + value added of knowledge intensive enterprises

Synthetic indicator: people employed in knowledge intensive sectors + Synthetic indicator: people employed in knowledge intensive sectors +
value added of knowledge intensive enterprises value added of knowledge intensive enterprises
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4.2 Innovation

The maps below present the synthetic composite indicator Innovation benchmarked in the
first case along the programme area and in the second case, along ESPON space, as data
availability allows. Innovation in the framework of the indicator is restricted to technical inno-
vation via patent and trademark registration, thus not necessarily reflecting the status of social
innovations. The composite indicator quantifies the innovation outputs undertaken in a given
NUTS-3 region.

The synthetic indicator is composed of several sub-indicators which are individually picking up
characteristics of the overall territorial dimensions in the framework innovative economic ac-
tivities. The indicator is calculated in the following manner:

1
Innovation = 7 P+ 5 * Ty

In which the variable P;, represents normalised patent application values per NUTS-3 region
to the European Patent Office in region i and at time t. Analogously, T;, represents normal-
ised trademark applications in a given region i and at time t. Thus, the indicator captures sci-
entific and technical innovation, in addition to capturing process innovation via new products
and similar by companies. Each of the variables are normalised in the following manner,
across the programme region and across ESPON Space. The individual values are scaled up

by a factor of 100 to aid with the ease of interpretation.

Py =it — min(pi‘t))/(max(pi‘t - min(pi_t))

As data sources, Eurostat data is used. As EPO patent applications per NUTS-2% were dis-
continued after 2012, data transformation methods were used to obtain more recent proxy
values. The indicators were broken down to NUTS-3 level and extrapolated with the trade-
mark growth rates (2012 to 2016) under the assumption that product and scientific innovation
occurs at approximate pace. Trademark values on NUTS-3 level are obtained via the indica-
tor European Union trade mark (EUTM) applications by NUTS 3 regionsg.

The scale used in the mapping is a continuous scale; a deeper shading of the colour repre-
sents a higher value. The programme area is covered with a relatively wide range of values
for the indicator. A minimum of 1.3 can be observed in Northern Flemish regions, with corre-
sponding maximum of 102.4. Maxima are found along urban centres, for example NUTS-3
regions around London, Antwerp and the region of Holland. In these areas, particularly Cam-
bridge, Hampshire, Surrey, West Noord Brabant, Antwerp, Zeeuwsch-Vlaanderen, and the
Nord region, there are high numbers of international centres of R&D excellence, concentra-
tions of further and higher education establishments and clusters of economic expertise and

knowhow. For example, Cambridge is the fasted growing city economy in the UK, with indus-

8 tgs00041
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trial parks and concentrating in a variety of sectors including, wireless technology, display
technology, and mobile telecommunications.

In RIS performance groupings, many of these areas rate amongst the innovation leaders and
have above EU average patent applications. As with other regions in the 2 Seas area, the
region also benefits from its proximity to major cities and markets. The different levels in
innovation measures link, in part, to the different roles of knowledge intensive industries
across the region, with levels of knowledge-based industries linking to innovation perform-

ance ratios.

Other parts of the programme area have mid-level values, particularly in the South of Eng-
land and Netherlands, reflecting high levels of economic activity, concentration of higher
value added sectors and levels of R&D. Lower values are noted in the Somme area of
Picardy in France. This area has experienced higher levels of unemployment, lower levels
of qualifications in the workforce.
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Map 4.2: Synthetic indicator: Patent application in the relevant sectors + trade-mark applications in the relevant sectors

Synthetic indicator: patent application in the relevant sectors + trade-mark applications
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4.3 Tourism and Sustainability

The maps below present the synthetic composite indicator Tourism and Sustainability
benchmarked in the first case along the programme area and in the second case, along
ESPON space, as data availability allows. The composite indicator quantifies the develop-

ment in tourism and sustainability undertaken in a given NUTS-3 region.

The synthetic indicator is composed of several sub-indicators which are individually picking up
characteristics of the overall territorial dimensions in the framework of tourism and sustainabil-
ity. The indicator is calculated in the following manner:

1 1 1
Sustainability = 3* Sie+ 3* N + 3 Ti¢

In which the variable S;, represents a normalised approximation for seasonality of the individ-
ual region. Analogously, N;, represents normalised area of NATURA 2000 habitats in a given
region i and at time t. The variable T;, represents the annual value of overnight stays in a
given region i at time t. Thus, the indicator captures tourism, as well as its volatility and the
general state of the environment. Each of the variables are normalised in the following man-
ner, across the programme region and across ESPON Space. The individual values are

scaled up by a factor of 100 to aid with the ease of interpretation.
Sie = (Sie — min(si_t))/(max(si‘t - min(si_t))

As data sources, Eurostat and DG REGIO data is used. Seasonality is approximated via the
use of a proxy variable. The variation of tourist arrivals over monthly intervals of a given year is
calculated in in standard deviations and inverted. The indicator stems from Eurostat and is
available in monthly intervals at national level™. For the size of NATURA 2000 sites, the indi-
cator NATURA 2000 area'’ is used. It measures the relative share of NATURA 2000 sites to
the overall NUTS-3 region. Overnight stays are available as coverage ratios at hotels and simi-

lar businesses on NUTS-2 scale'®. This indicator is broken down to NUTS-3 scale prior to use.

The scale used in the mapping is a continuous scale; a deeper shading of the colour repre-
sents a higher value. The programme area is covered with a relatively wide range of values
for the indicator. A minimum of 0.9 can be observed with corresponding maximum of 119.4.
Minima are found in parts of Flanders and along the Channel. Maxima are found along in

Southern Netherlands (Limburg) and Southend-on-Sea.

The 2 Seas are has lengthy coastlines which are highly diverse. Areas around major ports are
hubs for transport and industry. However, in other parts of the programme area the high qual-

ity of the natural environment attracts tourism and are the focus of environmental protection

10 .
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efforts, e.g. the Norfolk coast. A number of sea-side resorts explains high values recorded for
areas, such as South-end on Sea, Bournmouth and Poole. Also, historical cities such as
Brugge and Antwerp attract high levels of visitors. The area’s natural and cultural heritage is a
major attraction for tourism. However, tourism also puts pressure on the natural and cultural

resources.

Lower levels in other areas of the Programme reflect densely populated, urbanised and indus-
trial regions, where the natural environment is under pressure from population growth and
urbanisation and access to NATURA 2000 sites in more limited (less than 10% in most of the
programme area territories). This means that compared to EU averages some regions, espe-
cially in the South of England, indicator levels are low. Protection and preservation of coastal
and low-lying area against the effects of climate change, particularly flooding and extreme

weather are particular concerns in this area.
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Map 4.3: Synthetic indicator: Tourism presences + seasonality + natural sites in good conditions

Synthetic indicator: tourism presences + seasonality + natural sites in good conditions
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4.4 Regional Scoreboard

In the figure below the programme area presents a series of descriptive indicators bench-
marked vis-a-vis the European context. The indicators describe a series of socio-economic,
political, and geographical characteristics of the programme area, covering general economic
performance (e.g. GDP), to more specific economic activities, such as innovation (e.g. em-
ployment in high-tech sectors and tourism (overnight stays), as well as infrastructure-related
fields (e.g. accessibility by rail) and political perceptions (perception of corruption in local ad-
ministration).

Figure 4.1: Regional Scoreboard
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The indicators are normalised across the European Union (EU28). Of each indicator, the
minimum and maximum value, as well as the Programme Area median and the EU28 me-
dian, is presented. A large spread between minimum and maximum value may indicate a
relatively large variation of the indicator values in the programme area, indicating a large de-
gree of heterogeneity. Conversely, a low spread may indicate a large degree of homogeneity
across the programme area. A Programme Area median value above the EU28 median value

indicates a relatively better performing Programme Area and vice versa.

The 2 Seas Programme Area performs relatively well in the absence of corruption, as well as
share of people with tertiary education, patent generation and employment in high technology
industries. A relatively large range of values across the programme regions is observed over
the majority of presented indicators, especially in patent registrations, self-employment. In
some cases, the Programme Area is performing worse than EU average, namely in broad-
band access and NATURA 2000 habitats. These measures reflect the diversity within the
programme area, which includes highly urbanised conurbations and clusters of industry, as

well as more rural and coastal areas. Aspects where Programme area performs less well, and
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below EU averages, are accessibility by road and rail, broadband access, and access to
NATURA 2000 area.. This overall trend picks up on weaknesses, particularly in the more rural
areas, e.g. increasing digital accessibility is a major issue in several, mostly rural, regions.
Multimodal accessibility highest in urban zones of 2 Seas area, In contrast, in Bretagne and
Finistere a development focus is on the creation of high speed networks. The roll-out of

broadband connections in the UK is a measure to stimulate economic growth in rural areas.
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5 Reference Analysis

5.1 Territorial specificity of the programme area
5.1.1 Smart Growth

Table 5.1: SWOT Analysis Smart Growth

Strengths

Weaknesses

Opportunities

Threats

Strengthening
research, tech-
nological devel-

Some regions’
expenditure on
R&D higher than

Low average num-
ber of patent appli-
cations Low per-

Refocusing R&D on
major societal
challenges includ-

Impacts of public sec-
tor cuts

Outsourcing of R&D to

opment and the EU2020 tar- formance of SMEs in:ing migration and low cost countries
innovation get R&D urbanisation Shortage of key
Above average Concentration of Achieving critical skills/personnel
employment in activity/investment : mass for innovation Brain
high tech sectors :in key areas in “niches” like blue drain/demographic
Innovation lead- :Engagement be- economy change
ers tween SMEs and Potential targeted Competition within
Strong R&D R&D innovation policy the area in specialist
performance On-going public and cluster devel- | ¢
Robust social sector budget cuts | opment Impact of Brexit on
economy/public  and associated Public service inno- | . b der ex-
sector impact on R&D vation addressing changes
International investment and new challenges,
connectivity funding e.g. migration
Impact of Brexit on : Support
innovation cycles SME/innovation
and cross-border link
exchanges
SME competi- Start-ups and Economic uncertain- | Coordination of Impact of Brexit
tiveness SMEs contribute |ties remaining from |initiatives Brain drain demo-

to a large extent
to the economic
performance of
the programme
area

the economic crisis
and linked to Brexit.

Ensuring R&D SME
links

Maximising syner-
gies and comple-
mentarities
Capacity to keep
up with changing
markets and op-
portunities
Adaptation to new
environmental
standards/demands
International en-
gagement

graphic change

In this field many of the key issues remain as they are long-term development challenges for

the Programme Area, e.g. building and maintaining critical mass in rapidly changing, dynamic

R&D fields, the need to work to attract and retain high skilled workers, supporting R&D busi-

ness/SME links, supporting innovation in public sectors. Key sectors remain those linked to

blue growth, low-carbon economy, bio-tech, environmental technologies and renewables.

However, in the current period and looking to the next, these challenges have been amplified

by the prospect of Brexit and the uncertainties around it. For R&D/Innovation and SME devel-

opment, a significant change in border relationships will have a major impact on cross-border

exchanges, impacting on market access, import of products and services, disrupting produc-

tive working relationships and networks, pressure on development in some highly developed

areas in some cases , loss of investment in others.
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5.1.2 Sustainable Growth

Table 5.2: SWOT Analysis Sustainable Growth

Strengths

Weaknesses

Opportunities

Threats

Promotion of
renewable
energy and
energy effi-
ciency

Considerable poten-
tial for renewable
power generation
Specific regional
policy in place to
reduce GHG emis-
sions and achieve
energy efficiency
gains

“Water and energy”
and “Environmental
technologies” are
smart specialisation
sectors for numer-
ous local areas

High level of carbon
emissions per cap-
ita

Renewable energy
production behind
schedule in all re-
gions

Energy efficiency
gains in some areas
behind on 2020
target

Development of
offshore wind farms
and associated
technologies and
support systems.

New forms of re-
newable, i.e. (high)
potential for tidal
energy, wave en-
ergy

Emerging biotech
and low-carbon
technologies as
smart specialisation
sectors
Greenhouse-gas
reduction in agri-
culture

CO; reduction

Carbon capture and
storage in ex-
hausted oil and gas
fields

Opportunities ca-
pacity and demand
for eco innovation

Low acceptance of
decentralised en-
ergy production
Shift away from oil
and gas

Low investment
level due to eco-
nomic situation

Action to ad-
dress climate
change

Relatively high
adaptive capacity
with regard to cli-
mate change

policy focus on GHG
emissions reduction
and renewable en-
ergy;

Actions to address
climate change
adaptation

High economic
sensitivity to cli-
mate change

High environmental
sensitivity, e.g. risk
of flooding

.Highest risk on
coastal flooding
Relatively low ca-
pacity to adapt to
climate change in
some areas

Common informa-
tion sharing envi-
ronment between
maritime authori-
ties

Cross-border ex-
changes in marine
spatial planning,
including legislative
measures and risk
management policy

Collective mitiga-
tion measures

Development of
scenario planning
for cross-border
disasters

Integrated man-
agement of coastal
and cross-border
environmental
zones

Moderate to seri-
ous drought and
floods in some
parts of the area
Opportunities ca-
pacity and demand
for eco innovation

Climate change, in
particular the rise
of sea levels, acidi-
fication, increasing
water tempera-
tures, and fre-
quency of extreme
weather events, is
likely to alter ma-
rine ecosystems

Low awareness of
the impact and
risks of climate
change

Increase of natural
risks due to the
effects of climate
change

Vulnerability to
climate change
(higher than EU27)
in particular for
some economic
sectors (agricul-
ture, forestry,
tourism, energy
sector) and in
Flanders
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Strengths

Weaknesses

Opportunities

Threats

Environmental
quality

Diverse natural and
built environment
Rich cultural, natu-
ral and historical
heritage

Quality of Marine
and coastal envi-
ronments

Increase in recycling

High tourism capac-
ity- levels in the UK-
regions, average
above EU-level

Weak cooperation
between ports on
environmental is-
sues

Coastal zones with
high concentrations
of marine pollution

Estuaries with large
biodiversity threat-
ened by polluted
river water and
invasive species

Low rate of Natura
2000 land surface

High development
pressure on land-
scape and nature;
loss of biodiversity
natural and cultural
heritage

Increase coopera-
tion for biodiversity
protection and
connection of natu-
ral habitats

Promote integrated
management of
coastal and cross-
border environ-
mental zones

Develop resource-
efficiency policies,
and changing atti-
tudes of economic
stakeholders to
more sustainable
behaviour

Strengthen the
economy and envi-
ronmental quality
by developing the
“Blue economy”
and “green tour-
ism” + Blue growth

Development of
environmental
technologies, re-
source efficient
economy

Promote sustain-
able agriculture
and fisheries Net-
work approaches,
connecting Natura
2000 areas
Growth in environ-
mental and heri-
tage tourism

Effects of climate
change, such as
rising sea water
level, on biodiver-
sity, ecosystem
services and eco-
nomic activities
(Climate change
North Western
Europe scenario
(ESPON CLIMATE
project)

Increase of pollu-
tion, poor water
quality, which can
affect biodiversity,
natural and cultural
heritage, ecosys-
tems

Fresh water supply
concerns, in par-
ticular in UK and
Zeeland, South
Zuid-Holland

Increase of over-
exploited fish
stocks

(Air, water and
noise) pollution
affecting urban
environment nega-
tively

For sustainable growth the 2 Seas Programme area covers a wide range of diverse areas

with a variety of needs, from highly urbanised areas, rural hinterlands, and coastal regions.

There are common issues that can be addressed, e.g. the ongoing need to increase the use

and acceptance of renewable energy and low carbon solutions, and opportunities for eco-

innovation. There are also opportunities for the specific needs of locations within the 2 Seas

area to be addressed, e.g. through joint working on coastal regions, management of wetlands

etc. The common marine and maritime links shared across the programme area are a major

resource for promoting territorial cooperation, with the pressures faced in the North Sea re-

gion, linked to balancing blue growth opportunities with environmental protection and conser-

vation, adapting to climate change, managing flood risks etc. common development concern.

Brexit is again a major concern in that developing shared responses and approaches may be

more challenging. However, it could make having a vehicle for managing and structuring co-

operation, maintaining relationships and linkages all the more important.
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5.1.3 Inclusive Growth
Table 5.3: SWOT Analysis Inclusive Growth

Strengths Weaknesses Opportunities Threats
Population/ Population Share of older Opportunities to |Low population

demographics

growing in some
areas

Central location
within Europe
and included the
economically
important areas
of the Randstad
and the Flemish
Diamond.

Proximate to
London and the
German Ruhr-
area (export)
The area is one
of the most
populated areas
of Europe
Above EU-
average GDP-
levels in pre-
dominately
urban areas

people higher
than EU aver-
age, high old
age dependency
expected

Areas of shrink-
age and ageing
in rural regions
Youth out mi-
gration from
rural areas
Sharp divisions
in GDP within
large urban
areas and be-
tween urban and
more rural areas

Pressure on
public services
Impact of mi-
gration

share ap-
proaches to
address demo-
graphic chal-
lenges
Opportunities in
the development
of the “grey
economy”

Innovative ap-

proach to com-
munity engage-
ment and build-
ing social cohe-
sion

growth in rural
areas can lead to a
loss of facilities and
services

Pressure of high
population density
on the environment,
infrastructure and
housing affordability
growth

Impacts of public
sector cuts

Ageing population

Poverty and social
exclusion

High GDP levels
relative to EU
average

Rates of people
at risk of pov-
erty low com-
pared to EU
averages

High employ-
ment rates in
many areas
Diverse popula-
tions

Relatively high
levels of poverty
and exclusion in
specific areas

High develop-
ment disparities
within the area

Impact of the
migrant crisis

Long-term un-
employment in
some areas
High levels of
youth unem-
ployment in
some areas

Enhancing ac-
cess to services
Innovation in
social enter-
prises

Cross border
cooperation in
service provision
Urban and rural
regeneration

On-going impact of
budget cuts on
domestic and public
sector spending

Youth unemployment

High levels of
tertiary educa-
tion
Comparatively
love levels of
youth unem-
ployment

High levels of
skills

Area disparities
in youth em-
ployment

Mis match skills
and demand in
labour market

Exchange in
supporting train-
ing

Youth SME de-
velopment

Skills keeping up
with the growth of
the Knowledge
economy

Social Cohesion and

migrant communities

Value in diverse
communities

Strong public
sectors

Pressure on
local services

Social pressures

Cooperation on
approach to
enhance com-
munity cohesion,
education and
integration
Support for
training

Differing national
approaches taken to
accommodating
migrants

Pressure on service
provision

As a highly politi-
cised topic, there is
the impact of
changes in national
policy approaches
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Overall, the programme area has high levels skills, people in employment and household
incomes. However, within the area there can be sharp contrasts, with areas of significant
deprivation and social problems, including youth unemployment, long-term unemployment
etc. The economic crisis has had a long-term impact on households in some areas and also
led to cuts in public services, which have particularly affected socially vulnerable groups.
Demographic aging is another area development issue for the programme area with, oppor-
tunities potentially arising in terms of innovative responses to service provision for the elderly
offering opportunities, but also the pressure on services that an increasingly elderly popula-
tion posing a concern. Social cohesion and integration is also an issue which has been
thrown into sharp focus by debates around the migrant crisis. Areas within the programme
area have rich and diverse populations and could have much to offer in terms of shared ex-
pertise and experience in this area.

5.1.4 Main Challenge and Needs

Table 5.4: SWOT Analysis Overall Challenges and Needs

Strengths

Weaknesses

Opportunities

Threats

Smart growth

R&D innovation
capacity

Sectoral Strengths
Strong SME base
High skills level

Links to SMEs
Commercialisation
of research results
Over concentration
in a few areas

Development of
key sectors includ-
ing blue growth,
bio tech and low
carbon/energy
efficiency
Supporting new
emerging sectors
Developing new
forms support and
innovative ap-
proaches

Impact of Brexit
International com-
petition in key
sectors

Sustainable
growth

Strong expertise in
innovation and
R&D

Skills in key areas
Rich and diverse
natural heritage

Resistance to
change

Sensitivity to envi-
ronmental
change/damage
Density of devel-
opment

High levels of
emissions

Innovation and
R&D potential
linked to e.g. low
carbon technology,
energy efficiency
etc

Increased institu-
tional and public
awareness
Innovation and
R&D capacity

Impact of extreme
weather events
Disruption to joint
working linked to
Brexit

Inclusive growth

Value of diverse
communities

High levels of
educational at-
tainment and skills
Strong public ser-
vice provision

Tensions and pres-
sures on social
cohesion

Pressure and cuts
to services
Pockets of youth
and high unem-
ployment

Cooperation on
approach to en-
hance community
cohesion
Exchange in sup-
porting training
and business start
ups

On-going public
service cuts
Economic impact
of Brexit

Loss of jobs in key
sectors

Skills in key sec-
tors not keeping
up with demand

In the 2 Seas region economic performance varies linked to the area’s diverse geography
(ranging from major economic hubs in the South East of England, Belgium and the Nether-
lands to the more peripheral, rural South West of England); long-standing economic trends

(e.g. high levels of urbanisation and pressure of development to reliance on primary sectors
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such as the fishing industry in some regions); and the varying effects of the economic crisis

and future impact of Brexit.

Strengths
Many of the regions enjoy high levels of GDP, above EU averages. The regions differ in the
extent to which they were affected by the economic crisis. Between 2008 and 2013 many of

the regions achieved GDP growth.

The programme area has high population concentrations, include major urban centres, Zuid-
Holland (the Hague and Rotterdam), Noord-Holland (Amsterdam), but also more rural areas
such as the South West of England. A long standing trend is steady growth of the major urban

centres.

In terms of employment much the region exceeds or meet Europe 2020 target rates for em-
ployment, although employment rates in Nord-Pas-de-Calais have been below and levels of

educational attainment are high.

In terms of the overall structure of the economy primary sectors and manufacturing industry
still play an important role. However, there continues to be a shift towards higher-value,
knowledge-based and service sector activities, e.g. in professional scientific and technical
services, public administration, and hightech jobs. The service sector has continued to grow.
The percentage share of GVA from professional and market services increased. Public ad-
ministration, defence, education, human health and social work are also key pillars of the
North Sea Countries’ economies. Regionally high levels of R&D expenditure are linked to
regional population and specialisation, and are particularly pronounced in areas with particu-
lar research clusters and specialism, e.g. East Anglia (high-tech, biotechnology and agri-
environment). Amongst the recognised areas of sectoral strength for the North Sea region are

fisheries, transport and communications, energy, tourism, environment and health.

The rich natural and physical environment, in particular in rural and coastal areas, means that
tourism is an important sector for many rural and coastal communities, as well as in urban
centres. Major cities continue to attract large number of tourists. However, in many more rural

and coastal areas visitor numbers are also high, making the sector of particular value.

The transport sector is a major contributor to the region’s economy. The region hosts interna-
tional trade and transport hubs, notably sea ports and major airports, as well as smaller re-
gionally important hubs. However, there are significant regional variations. The South Eastern
areas have high territorial connectivity to road, rail and airports locations. In the South West of

the area, there is a less dense transport network.

Weaknesses
The financial crisis led to job losses in the service industries, though financial and business
services and communication are still growth sectors. The number of professional, scientific

and technical “units” increased in the majority of the North Sea Regions.
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There could be greater levels of R&D expenditure in the business sector and SMEs innovat-

ing in-house, patent applications and product or process innovators.

While the area overall has high levels of social care provision and quality of life, there are

concentrated pockets of areas of multiple deprivation.

Linked to population change, migration and demongraphic aging, social cohesion and com-

munity development are key concerns.

Population growth in urban areas and demographical aging are placing pressures on public

services and transport networks.

Energy transition and dependence on oil and gas is a weakness in the region, particularly due

to the high concentrations of urban areas and business activity.

Pollution and high levels of emissions are also concerns, e.g. marine pollution and urban air

quality.

Opportunities

Looking forward, the region’s capacities in R&D and innovation are keys to pursuing new
opportunities linked to both established sectors opportunities and in new fields such as blue
and green growth. In addition, the region has extensive global and internal trade and transport

links which can be developed and built upon.

The area has extensive natural and physical resources which area basis for developing new

renewable energy sources and technologies.
Better coordination and exchange to help reduce pollution and emissions.

There is scope to cooperate to promote growth and innovation in relation to the blue and
green economy. Key to understanding the impacts of the blue economy in the region are the
value chains which link to related activities. An example set out by ECORYS (2014) is deep
sea shipping — where more than 75% of employment is generated in supporting sectors found

in ports and other places (cargo handling, pilotage, warehousing, distribution, etc.).

Green Growth, i.e. seeking to enhance regional competitiveness through more sustainable
use of natural resources, preservation of environmental capital and a reduced exposure to a
range of external shocks such as climate change and extreme weather events, is another
area of potential for the region. The region has concentrations of activity in the “green econ-
omy”. Sustainability is an important element for both new and traditional industries such as
shipping and port activities which are increasingly focused on the development and adapta-

tion of green technologies.

The demand for new and innovative approaches to delivering public services will promote

innovation and new ways to promote social cohesion
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Threats

The impact of Brexit is a very major threat to development in the area, linked to economic
change pressures (growth in some areas and economic decline in others); pressure and dis-
ruption in trade and transport links, challenges to cross border networking and service provi-

sion etc.
Transport and pressure on transport links and hubs is a concern

All countries have an advanced system of monitoring and regulating environmental issues..
However, as a highly industrialised and highly populated area, the Region faces considerable
environmental challenges and threats, linked to pollution and emissions, the over exploitation

of resources and climate change.

Need to retain and build competitive and skilled human resource base in the region. The re-
gion need to be an attractive area for people to live and work in order to maintain competi-
tiveness. It also need to maintain key services such as health, education transport and lei-
sure, which are all currently under pressure linked to public sector cuts in many areas and

increasing demands linked to, e.g. demographic ageing.

Impacts of climate change are now becoming evident. While the exact nature and rate of
these impacts are uncertain, rising sea temperature and increasing acidification represent
major threats to marine ecosystems and coastal communities. Assessments taking into ac-
count likely impacts, as well as adaptive capacity, however also highlight the vulnerability of
densely populated regions along the Dutch coast, vulnerable to project rises in sea levels,

and related increases in storm surges and flood hazards.
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1 Introduction

The delivery of Territorial Evidence Reports represents one of the main outputs of this project.
Those reports intend to go beyond the provision of input to policy processes and thoroughly
present comparable evidences and key territorial development trends from a forward-thinking
perspective. The underlying logic of developing such an evidence-informed document dove-
tails the need for scientific information providing, to the extent possible, an unambiguous un-
guestionable basis for policy intervention. The territorial evidence reports are accordingly
meant to present a comprehensive framework supporting the development of an interactive

relationship between evidence and policy.

The territorial Evidence Reports are produced for the twelve INTERREG A and B pro-
grammes, which are participating in the ESPON Territorial Evidence Support for ETC Pro-

grammes Project. The 12 Programmes are presented in the textbox below.

INTERREG B Mediterranean INTERREG A Austria-Czech Republic
INTERREG B South-West Europe INTERREG A Deutschland-Nederland
INTERREG A Italy-Croatia INTERREG A Central Baltic

INTERREG A Italy-Austria INTERREG A South Baltic
INTERREG B North-West Europe INTERREG A Sweden-Denmark-Norway
INTERREG B Central Europe INTERREG A Two Seas Programme

The reports focus on the scrutiny of each territories’ characteristics, illustrated by their se-
lected thematic priorities, specific programme objectives and indicators, to better identify,
target and depict the territories’ specificities. As such, Territorial Evidence Reports have a
common structure that allows characterising programme areas in a comparable way. Fur-
thermore, the evidence gathered in the reports also aims to capture the specificities of each

programme area.
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2 Baseline Assessment and Territorial Characterisation

2.1 Context and programme area description

The programme covers border regions between Austria and the Czech Republic. The region
consists of large urban centres (such as Vienna, Linz, and Brno), and a large number of small
and medium-sized villages and towns. The programme area covers approximately 6.3 million
inhabitants (2013), concentrated in the large urban centres of Vienna (1.7 million) and Brno
(379,000).

The border region features structurally underdeveloped regions, including relatively less com-
petitive enterprises and traditional industries, in addition to dynamic regions with highly inno-
vative and creative environment and competitive enterprises. Along the Austrian Czech bor-
der, disparities are visible in terms of the productivity of the regions: GDP per capita (at PPP
2010) is approach 135% of EU27 average in Austrian regions, whereas it approached 75% in
Czech regions. The secondary sector strongly features traditional industries in rural areas,
and more innovation-related and dynamic industries in urban centres. Expansions in the terti-
ary sector, in both rural and urban areas, are driving the expansion of economic output. In the

border region, approximately 3 million people are employed.

The programme volume amounts to € 115,134,844, of which € 97,814,933 stems from ERDF
contributions. The remaining € 6,447,627 and € 10,872,324 stem from national public and

private co-funding, respectively.

2.2 Contribution to EU 2020 strategy & situation in the programme area

Under smart growth, the Austria-Czech programme contributes by promoting skill and innova-
tion-oriented activities. In addition, institutional capacities are improved together with existing

cooperation and communication structures.

Under inclusive growth, cross-border accessibility is promoted in terms of access to jobs,
housing, and services. Legal and institutional frameworks are harmonised, which improves

access to cross-border opportunities, be they job-related or seeking legal recourse.

Additionally, under sustainable growth, regional economies are strengthened in terms of their
resilience towards risks stemming from climate change, as well as contributing to quality im-

provements of natural and cultural resources.

2.3 Overview needs and challenges

One of the territorial challenges is linked to demographic change, especially in peripheral
regions that experience declining tendencies. The region is diversified in terms of economic
structure and there can be many disparities observed. Next to dynamic, innovative and strong

regions and industries there are also less competitive branches and sectors. Such differences
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can be seen between not only between urban and rural areas but also between Czech and
Austrian regions. For example secondary sector is still very prominent in rural and Czech

areas.

Czech regions need to support innovativeness and competitiveness of their enterprises, im-
plementation of S3 strategies, key enabling technologies, clusters, niches, institutions and
research. In Austria, on the other hand, the need is to raise the share of technology and
knowledge-based products and services in export activities, as well as the efficiency of gov-
ernance. R&l investments are concentrated around centres on both sides of the border mak-
ing it difficult for peripheral regions to benefit from them. Also, SMEs have difficulties with
regards to innovation capacities and these are rather found in large companies. The potential

role of clusters in the region has so far not been used in the cross-border dimension.

In the area of education and qualification regions on both side of the border aim to reduce
school drop-out date. There is also a need for educated skilled personal according to the
needs of the labour market and to reduce a gap between the education offered and needed
skills. Austria also emphasizes the need for more inclusive employment, improving participa-
tion of older employees, women, migrants, young people as well as vulnerable groups. Cross-
border cooperation between schools and universities should be strengthened.

As a challenge for the region, the consequences of climate change are identified, in terms of
their impact on infrastructure, settlements, economic activities, energy production, and water
supply. Water shortages may detrimentally impact urban areas and the agricultural sector.
Additionally, despite improved flood protection measures, the risk of flooding continues to
exist. Tourism needs to be linked with sustainability in an increased manner. Challenges in-
clude preserving natural and cultural resources, minimising the negative impact of tourism on
local ecosystems, reducing the season-linked demand fluctuations, as well as increasing the

accessibility of tourism, and improving the quality of jobs generated through tourism.

Related to regional governance, institutional and administrative capacities need to be
strengthened, in addition to promoting good governance principles. This comes with a reduc-
tion of regulatory and administrative burdens, promotions of higher standards of transparency,
integrity, and accountability. Challenges for regional cross-border governance systems are
identified as bottlenecks impacted by factors such as the enabling environment, policy frame-

works, organisational settings, and regulations.
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2.4 Overview on the selected Thematic Objectives, Priority Axis,

Investment priority, specific objectives

Specific objective 1a: Improved and extended research and innovation capacities

Priority Axis 1: Strengthening research, technological development and innovation (TO1, IP

la)

Brief justification: selected as research and innovation activities are unequally divided
across the region. Rural areas feature low rates of research and investment, while urban
areas feature high rates

Main change sought: Improvements in innovation systems due to jointly-used R&l ca-
pacity. Increased cooperation in the field of R&I between existing institutions. Economies
of scale by sharing of existing capacities.

Expected activities: measures (preparatory studies and planning) for investments in
cross border R&I infrastructure, investments into shared cross facilities, support of joint
cross border R&l activities

Beneficiaries: public and private R&I institutions, universities and related academic insti-
tutions, enterprises, the non-profit sector, and the public sector

Specific objective 1b: Fostering the involvement of enterprises (primarily SMES) in the innova-

tion system

Priority Axis 1. Strengthening research, technological development and innovation (TO1, IP

1b)

Brief justification: selected for similar reasons as SO1: research and innovation is con-
centrated on research institutions and similar, while SMEs invest little.

Main change sought: Better integration of enterprises in regional innovation systems.
Better connection between universities and research institutions and regional needs,
with increased cooperation with enterprises. Increased regional and sectoral diffusion of
R&D.

Expected activities: an empowerment of enterprises to pursue innovation, a fostering of
information and technical knowledge to improve the economic viability of business part-
ners, integration of enterprises into regional innovation systems, and the promotion of
institutional cross border networks

Beneficiaries: public and private R&I institutions, universities and related academic insti-
tutions, enterprises, the non-profit sector, and the public sector, chambers and associa-
tions

Specific objective 2a: Valorising the region’s cultural and natural heritage in a sustainable way

Priority Axis 2: Environment and Resources (TO 6, IP 6¢)

Brief justification: selected, as natural and cultural heritage impacts the local quality of
living, and as such require adequate protection

Main change sought: Better access, preservation, and protection of heritage sites. Stra-
tegic approach to heritage protection which balances economic, social, and environ-
mental needs. Improvements in the potential of soft tourism.

Expected activities: improving accessibility of heritage sites via infrastructure improve-
ments, small-scale investments into tourism infrastructure, as well as measures to pro-
tect cross border and regional cultural and natural heritage, and common frameworks
Beneficiaries: public authorities, non-profit actors, R&I institutions, universities and re-
lated academic institutions, and chambers and associations.
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Specific objective 2b: Increase of ecological stability and improvement of ecosystem services
Priority Axis 2: Environment and Resources (TO 6, IP 6d)

e Brief justification: selected to account for increased land use, the negative impacts of
climate change, and environmental challenges, such as risks of destabilisation of biodi-
versity

e Main change sought: Coordinated measures to counter landscape transformations.
Safeguarding biodiversity via green infrastructure. Better protection of natural habitats.
Awareness raising in the local population

e Expected activities: investments into green infrastructure, the implementation of
NATURA 2000, and the preparation and implementation of joint cross border plans

o Beneficiaries: public authorities, non-profit actors, R&I institutions, universities and re-
lated academic institutions, and chambers and associations.

Specific objective 2c: Fostering the utilisation of eco-innovative potential of the region
Priority Axis 2: Environment and Resources (TO 6, IP 6f)

o Brief justification: selected to support environmentally friendly and efficient technologies

e Main change sought: Awareness of the general population and pilot projects and infra-
structure in energy efficiency and waste management, as well as research findings on
energy efficiency and waste management.

e Expected activities: supporting of mechanisms promoting cross-border eco-protection,
cross-border projects focussing on energy efficiency, and projects implement and testing
innovation in the field of eco-protection

¢ Beneficiaries: public authorities, non-profit actors, R&I institutions, universities and re-
lated academic institutions, and chambers and associations.

Specific objective 3a: Extension of common supply of education and qualification activities in
order to utilize human resources potential in cross-border region
Priority Axis 3: Human resources development (TO 10, IP 10a)

o Brief justification: selected because of the importance of skills, policy, and qualifications
play to foster growth and an inclusive environment

¢ Main change sought: Increased cooperation between education institutions and the eco-
nomic sector, as well as increased integration of SMEs into qualification systems, and
common frameworks for education and qualifications.

e Expected activities: changes to educational systems to better fit the needs of the joint
region, the supporting of activities which further the harmonisation of vocational educa-
tion systems, and the development of common systemic measures in the field of educa-
tion

o Beneficiaries: educational institutions, universities and related academic institutions,
public authorities, non-profit actors, and chambers and organisations

Specific objective 4a: Fostering cross-border cooperation of communities and institutions in
joint regions
Priority Axis 4: Sustainable networks and institutional cooperation (TO 11, IP 11a)

o Brief justification: was selected to strengthen to existing cross border networks, as well
as promoting new ones, in terms of cooperation between organisations, administrative
sectors, and citizens

e Main change sought: Harmonisation, better coordination of services, planning and activi-
ties of administrative bodies and public service providers on both sides of the border.
Fostering of intercultural exchanges to promote integration and cohesion.
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e Expected activities: improved cooperation within the public sector between regional and
local actors, as well as local cohesion activities, and the strengthening of local and re-
gional networks.

e Beneficiaries: educational institutions, universities and related academic institutions,
public authorities, non-profit actors, R&I institutions, and chambers and organisations

Synergies with other EU interventions: The programme is coordinated in Austria by the Aus-
trian Conference on Spatial Planning (OROK) within the Federal Chancellery. Coordination of
STRAT.AT 2020 also lies with the OROK, thus ensuring complementary of Interreg AT-CZ
with ESI fund-specific activities. A specific working group “Cross-Border-Cooperation” is or-

ganised by the OROK for the ERDF to assure links to other committees for structural funds.
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3 Indicators

3.1 |Initial result and output indicators used in assessment

The definition of reliable result indicators for INTERREG policies must be based on a set of
objective criteria, able to overcome all the potential issues arising in this process. Figure 3.1
shows the conceptual framework developed by Politecnico di Milano within the Territorial
Evidence project in order to guide policy makers in the identification of appropriate result indi-

cators.!

Figure 3.1: The logical model of public intervention and the criteria for the definition of appropriate result
indicators

Cross border/

Society Problem transnational impact

Policy Result
output

Public
intervention

1. Rationale
issues for
objectives

2. Definitional Relevance Unbiasedness
issues for result
indicators Coherence

3. Measurement
issues for result
indicators

Measurability

Source: adapted from Osuna et al. (2000)

The public intervention requires some logical steps, namely:

¢ the identification of the problem, on which the objectives of the public intervention focus;
¢ the policy tools for the implementation of specific actions to solve the problem;
¢ the identification of specific outputs (i.e. the specific actions) which, in turn, will lead to
e results, meant as the contribution of the policy to the achievement of the objectives de-
fined.
Result indicators are those indicators measuring project results relative to project objectives,
as they monitor the progress towards the explicit targets defined in the beginning of the logi-

cal chain (Mosse and Sontheimer, 1996).

The first step is to take into consideration rational issues for the identification of objectives
that motivates the policy action.? In other words, these issues are preliminary to the definition
of result indicators but, nevertheless, fundamental for their identification:

e the project objectives have to be defined in a clear and unambiguous way, fitting prop-
erly the problem they are related to. If this is not the case, it would not be possible to

! This framework was discussed in details in section 2.2 of the Inception Report.

2 Examples of rational issues on the proposed results indicators in the 12 INTERREG Programmes are
presented in section 2.2.2.
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meaningfully measure the progress towards the targets of the policy, since the targets
themselves would not be clear. The first issue in the identification of appropriate result
indicators is defined as the rationality of the policy objective (Figure 2). Rationality
measures the level of understanding, transparency and accurateness of the policy objec-
tives relative to the societal problem addressed;

¢ the objectives have to have a clear focus on territorial cooperation, i.e. it must be evident
that the INTERREG Programme is not just a substitute for a policy of any other kind (ei-
ther regional or national) but, rather, its goal is strictly focused on a cross-border territo-
rial dimension.

The second step is the definitional issues for results indicators®:

¢ result indicators must be fully consistent with the objectives of the policy, as they have to
correctly measure the targets set by the public intervention. In other words, there is an
issue of coherence linking objectives and result indicators (Figure 3.1): if a mismatch
arises between these two elements, the monitoring of the policy achievements would be
flawed and arbitrary;

e at the same time, it is important for the result indicators to capture a result of the project,
rather than an output. The difference between outputs and results must be made explicit,
in order to avoid confusion between the two concepts. Outputs are the products gener-
ated by the policy in order to achieve certain results. In this sense, the output is not the
final goal of the policy, but rather the mean through which the policy objective is pursued
(OECD, 2009). The results, on the other hand, represent the extent to which the objec-
tive of a policy has been achieved. For instance, a transportation policy could involve the
investment of some funds (tools) for the building of a new highway (output) in order to
decrease travel time of commuters (result). A policy for unemployed people could invest
public resources (tools) for the organization of training courses (output) which will make
it easier the reintegration in the job market (result). The relevance of result indicators
(Figure 3.1) measures the extent to which the indicator is capturing a result rather than
an output;

¢ the last logical link in Figure 3.1 links the results of the policy to its impact on the society
(Hempel and Fiala, 2011). The policy impact is defined by the long-term effects on spe-
cific dimension of well-being and living standards of the population targeted by the policy
(McCann and Ortega-Argilés, 2015). These long-term effects depend on a variety of dif-
ferent factors, most of them not under the control of the policy maker (World Bank,
2004). The policy results, on the other hand, are short or medium-term effects, directly
resulting from the outputs generated by the policy. In other words, the causal link be-
tween policy results and impacts is not as evident as the one between outputs and re-
sults. It is therefore extremely important, for the result indicators, to capture the net effect
of the policy actions on the defined targets, obtained when the result is free from, and
unbiased with respect to, other on-going actions and processes.

If rationality and the focus on territorial cooperation represent the prerequisites for the defini-
tion of the result indicators, since they relate to the specification of the policy objectives, rele-
vance, coherence and unbiasedness refer to the appropriate definition of result indicators,
and therefore they another conceptual level with respect to rationality and territorial coopera-

tion in the logical framework showed in Figure 3.1.

8 Examples of definitional issues on the proposed results indicators in the 12 INTERREG Programmes
are presented in section 2.2.3.
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Once result indicators are defined in terms of rationality, territorial cooperation, relevance,
coherence and unbiasedness, the logical approach moves to a third level, concerning the
empirical measurement of the indicators and the potential issues involved in this phase
(Figure 3.1).

Moving from the general definition of a result indicator to its empirical measurement implies
some critical issues, entering the problem of measurability.* The criteria have to reflect spe-
cific characteristics that results indicators should have. Results indicators should in fact be:

¢ objective: results have to be measured in an objective way. They have therefore to be as
insensitive as possible to different methodologies and approaches for their collection,
and have to provide a straightforward interpretation of the change occurred. In this
sense, quantitative indicators are preferable to qualitative ones;

e consistent over time: since result indicators should monitor the gradual approach to-
wards the specific targets set by the policy maker, it is important for their empirical
measurement to be regularly available over time, without long time lags (Schumann,
2016).

e comparable: to the broadest extent possible, indicators should allow a comparison with
other policy contexts, so to understand whether the change occurred is more or less
relevant.

e available at affordable prices: since the collection of indicators is a costly procedure, es-
pecially for qualitative data such as surveys and focus groups, the budget devoted to the
measurement phase has to be carefully planned. Whenever possible, without decreas-
ing the quality of indicators, existing data sources should be used for this purpose
(OECD, 2015).

These criteria have been presented, discussed and validated with the stakeholders in the first
round of workshops. In what follows, we will apply the different criteria to the current result
indicators proposed by the 12 INTERREG Programmes, and highlight examples of high or
low quality of the indicators suggested in the programmes according to the different criteria.
This analysis has two goals. First, it will inform about the fulfilment of the different criteria,
pointing out the most relevant issues encountered in the definition of the current result indica-
tors. Second, it will provide useful examples to be included in the guidelines for the policy

makers, making them aware of the potential mistakes to be avoided.

While the assessment of the current result indicators was conducted on the whole set of indi-
cators proposed by the 12 Programmes, in the following lines we will report anonymized ex-
amples of both unsatisfactory and satisfactory indicators. This is due to the objective of the
project not being an evaluation of the Programmes but, rather, the development of a general
approach to the definition of appropriate result indicators that could be applied to any INTER-
REG action.

4 Examples of measurable issues on the proposed results indicators in the 12 INTERREG Programmes
are presented in section 2.2.4.
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Thgmapc Specific objective Result indicator Rationality Ternton.al Coherence Relevance Unbiasedeness Measurabilty
objective cooperation
1 Improved and extended research and innovation Research quota (%) The research quota is defined as the MEDIUM - The LOW-What is
capacities relation of R&I expenditure to the GDP definition of the result |measured by the
HIGH HIGH HIGH indicator is not clear  |result indicator? HIGH
1 Fostering the involvement of enterprises (primarily R&! expenditure in the business sector in % of GDP (%) LOW - SMEs
SMES) in the innovation system investments in
innovation activities is
influenced by several
HIGH HIGH HIGH HIGH other factors (sectoral HIGH
and functional
specialization, etc.)
6 Valorising the region’s cultural and natural heritage ina | Overnight stays in the region (Number) LOW- It is not fully clear | LOW - Tourism could LOW - Tourism is
sustainable way how territorial generate an excessive influenced by several
cooperation will help pressure on the other factors (cultural
HIGH - . HIGH HIGH
achieving this result cultural and natural and natural assets,
heritage physical accessibility,
etc.)
6 Increase of ecological stability and improvement of Share of weighings for categorie 4 and 5 measuring the quality of MEDIUM - This LOW- It is not fully clear LOW - Survey studies
ecosystem services environment and ecosystem services (%), created on the basis of a survey objective is partially how territorial and focus groups are
organised by the MA and the programme partners in February 2015. overlapping the cooperation will help difficult to be
previous one achieving this result HIGH HIGH HIGH replicated (high costs),
not comparable with
other areas (lack of
data)
6 Fostering the utilisation of econnovative potential of | Share of weighings for categorie 4 and 5) measuring the level of eco- MEDIUM -Amont the  [MEDIUM - The LOW-What ismeant  [LOW - Survey studies
the region innovation (%), created on the basis of a survey organised by the MA and the objectives there is definition of the result |by "ecoinnovation"?  |and focus groups are
programme partners in February 2015. general awareness indicator is not clear difficult to be
about waste replicated (high costs),
HIGH HIGH - .
management, which is not comparable with
not mirrored by the other areas (lack of
result indicator data)
10 Extension of common supply of education and Joint education activities and qualification supply (Number) LOW-The result
qualification activities in order to utilize human indicator is capturing
resources potential in cross-border region an ouput rather than a
HIGH HIGH HIGH result HIGH HIGH
11 Fostering cross-border cooperation of communities and | Share of weighings for categorie 4 (above average) and 5 (intensive) MEDIUM - The MEDIUM - Cooperation [LOW - The level of
institutions in joint regions measuring the level of cooperation/ integration (%) definition of the result |and integration could |integration and
indicator isnot clear  |be influenced by other |cooperation is difficult
factors not under the  |to be measured
HIGH HIGH HIGH control ofthfa policy
makers (national and
supranational
agreements, etc)
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3.2 Proposed Key Territorial Indicators

Table 3.1 provides a list of result indicators using the multicriteria approach discussed above.
The first column of the table shows the specific goal of the policy, while the second one reports
the proposed result indicator. The latter has to be intended as the aggregation of the empirical
measurements of the change in the single indicators listed. The first row of the table is there-
fore fully correspondent to the example described in the present section. The change in the
number of tourists, the variation of seasonality and the change in the number of sites in good

conditions have to be aggregated in one single indicator, according to the policy priorities.

The second and third rows provide other two examples, for which an empirical measurement
has been provided and mapped.5 In the first case (second row) the specific objective consists
in increasing employment and self-employment in microenterprises. The expected results of
these actions can be identified in both an increase of entrepreneurship in the area and a posi-
tive change of the employment in microenterprises. Therefore, a result indicator for this policy
could be represented by the combination of the number of new firms and the change in em-
ployment in enterprises with 1-9 employees. Notice that, in this case, trade-offs between the
achievements of the two different objectives are not likely to occur. The weights associated to
each of these two indicators depend on the priorities of the policy, and whether they are more

oriented towards either the creation of job places or the entrepreneurship promotion.

Table 3.1: Shortlist of proposed result indicators using a multicriteria approach.

Specific objective Proposed result indicator
(as a change in the listed variables)

To improve capacities for the sustainable use of Tourism presences + tourism seasonality + natural

cultural heritage and resources sites in good conditions

Promoting an increased employment in self- Number of new firms (1-9 employees) + number of
employed businesses, micro enterprises and employees in enterprises with 1-9 employees
start-ups

Fostering the innovative potential of the region Patent application in the relevant sectors + trade-
mark applications in the relevant sectors

Increase the applied research and innovation Share of R&D expenditure in % of the regional GDP +
oriented activity in the area number of trademark application + number of patent
applications

To facilitate the implementation of low-carbon, CO, emissions + N,O emissions
energy and climate protection strategies to
reduce GHG emissions

More exports by the companies of the area to Increase in export + share of export towards non
new markets EU/EFTA markets

Improved services of existing small ports to Number of tourists + index of concentration of tourists
improve local and regional mobility and contrib- per port of arrival
ute to tourism development

® The measurement and mapping exercise is purely demonstrative. The period over which the change
of the single indicators has been measured is 2008-2013. The source of the data employed in the
analysis is EUROSTAT. Some regions are missing because no evidence was available for them. The
aggregation rule applied for the empirical examples is the calculation of the arithmetic mean of the indi-
cators.
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Specific objective Proposed result indicator
(as a change in the listed variables)

More people benefiting from stronger communi- Composite indicator of indexes of social inclusion (:
ties in the area people under poverty threshold, long-term unem-
ployment rate, etc.)

Increase the development of social innovation Number of IP + households with access to internet +
applications in order to make more efficient and households with access to broadband connection +
effective local services to address the key socie- households who use internet for interactions with the

tal challenges in the area PA

Improve the quality, safety and environmental  Goods transported by sea + average age of the ships
sustainability of marine and coastal transport + number of accidents

services and nodes by promoting multimodality

in the area

Make natural and cultural heritage a leverage Number of tourists + seasonality in tourism
for sustainable and more balanced territorial
development

The third row of Table 3.1 reports an example of a policy aimed at fostering the innovative
potential of the region. In this case, the objective consists in the creation of knowledge and
innovation in the Programme area. Since innovative products may take different forms, a
single indicator would probably be biased, taking into account only one of them. For this rea-
son, the proposed result indicator is represented by the combination of the variation in both
patent and trademark applications. Again, the way in which these two indicators are aggre-

gated depends on the priorities of the Programme, and on the focus of the policy action.

Going one step further from the assessment conducted under 3.1 and the shortlisted result
indicators presented in the preceding paragraphs, synthetic result indicators are presented in
the table below. These indicators stem from the gaps identified in the assessment of the indi-

vidual result indicators used by the programme vis-a-vis the overarching ETC intervention

logics.
Output indicator Result indicator Prupos.ed result
indicator
OL: Number of cultural/ natural heritage elements with improved attractiveness (Elements) Overnight stays in the region (Number) Synthetic indicator:
O2: Number of cross-border mechanisms to ensure joint management of common heritage tourism presences +
(Mechanism) seasonality + Natural
08: Number of newly built/improved elements of public touristic infrastructure (Elements) sites in good conditions

QOL: Total length of reconstructed or upgraded roads (km)

OL: Number of ecoinnovations introduced in the cross-border area (Eco-innovations) Share of weighings for categorie 4 and 5) measuring the level of eco- Synthetic indicator:
O2: Number of cross-border mechanisms in the field of eco-innovations (Mechanism) innovation (%), created on the basis of a survey organised by the MA and the |patent application in
programme partners in February 2015. the relevant sectors +

trade-mark applications
in the relevant sectors

OL: Number of cross-border mechanisms to promote joint training and education (Mechanism) Joint education activities and qualification supply (Number) Unemployment rates of
QOL: Number of participants in joint education and training schemes to support youth employment, highly-educated
educational opportunities and higher and vocational education across borders (Persons) workers (to be

contolled for other
influencial factors
through DID)
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Map 3.1: Composite indicator: Change (2008-2013) in number of new firms (1-9 employees) and num-
ber of employees in enterprises with 1-9 employees

Composite Indicator: change (2008-2013) in number of new firms

(1-9 employees) + Number of employees in enterprises with

1-9 employees
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4 Benchmarking

4.1 Gross Value Added of Knowledge Intensive Sectors

The maps below present the synthetic composite indicator Gross Value Added benchmarked
in the first case along the programme area and in the second case, along ESPON space, as
data availability allows. Gross value added approximates the value of goods and services
produced in a given geographical dimension (in this case NUTS-3) over a defined timeperiod.
The composite indicator reflects the gross value added of knowledge intensive services and

industries in a given area.

The synthetic indicator is composed of several sub-indicators which are individually picking up
characteristics of the overall territorial dimensions in the framework of knowledge-intensive

economic activities. The indicator is calculated in the following manner:

1 1
GVA;; = 2 *Yie + 2 *Eit

In which the variable Y;, represents normalised gross value added by knowledge intensive
industries in region i and at time t, Analogously, E;, represents normalised employment in a
given region i and at time t. Each of the variables are normalised in the following manner,
across the programme region and across ESPON Space. The individual values are scaled up

by a factor of 100 to aid with the ease of interpretation.
E;; = (e, — min(e;,))/(max(e;, — min(e;,))

As data sources, Eurostat data is used. Gross value added by knowledge intensive industries
is represented by the indicator Gross value added of financial and insurance activities; real
estate activities; professional, scientific and technical activities; administrative and support
service activities® of the NACE data set and the corresponding employment indicator of the

NACE data set for the same economic activities’

The scale used in the mapping is a continuous scale; a deeper shading of the colour repre-
sents a higher value. The programme area is covered with a relatively wide range of values
for the indicator GVA. A minimum of 2.6 can be observed in Lower Austria along the Czech
border. A corresponding maximum of 130.2 can be observed in Vienna. Maxima are found
along urban centres, for example NUTS-3 regions Vienna, Brno and Linz. However, in the
European context, the programme area, as many areas, does not stand out. This is due to
high values observable in very few regions making less subtle difference in indicator value
insignificant. Within the European context, developments in gross value added, as signified
with increases in output (due technological development) and employment (in knowledge

intensive sectors), is concentrated on urban regions, generally capital regions. Within this

6nama_lOr_nga

7nama_lOr_:Sempers
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context, centres of excellence in the programme area (such as Vienna and Brno) do not strike
out particularly, signalling that developments in technological progress within the economy

have generally occurred in different regions in Europe.

Developments in terms of innovative capacity are heterogeneously allocated throughout the
programme area. Key centres of innovative activities are found in relatively more urbanised
areas of Brno, Vienna, and around Linz (Innviertel). These urbanised areas act as regional
centres of excellence and amplify regional disparities by attracting relatively more invest-
ments. It is interesting to note that in these illustrations, the universities located in Brno and
Linz do not provide the region with sufficient boosts to gross value added generation, illustrat-
ing that links between public research and development facilities (especially universities and
related tertiary institutions) remains underdeveloped. The programme activities have largely
been focussed on supporting research at tertiary education facilities, further illustrating the

difficulty of involving SMEs and other private actors in R&D.

Recent developments in ICT services also play a significant role to explain the regional dis-
parities observed between relatively more rural and urban areas within the programme area.
Investments into ICT technologies are largely undertaken by relatively more successful com-
panies, due to the costs associated with the investments. This can be exemplified by the Inn-
viertel, which boasts a strong basis of SMEs and large companies (Amag, KTM Industries)
which have undertaken significant investments over the past years. Additionally, urban cen-
tres attract significantly more investments into consumer tech services than rural areas, due
to the concentration of potential consumers and existing ICT infrastructure. This is particularly
observed in Vienna, which bolsters this process via a large consumer base.
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Map 4.1: Synthetic indicator: People employed in knowledge intensive sectors + value added of knowledge intensive enterprises

Synthetic indicator: people employed in knowledge intensive sectors +
value added of knowledge intensive enterprises
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4.2 Innovation

The maps below present the synthetic composite indicator Innovation benchmarked in the
first case along the programme area and in the second case, along ESPON space, as data
availability allows. Innovation in the framework of the indicator is restricted to technical inno-
vation via patent and trademark registration, thus not necessarily reflecting the status of social
innovations. The composite indicator quantifies the innovation outputs undertaken in a given
NUTS-3 region.

The synthetic indicator is composed of several sub-indicators which are individually picking up
characteristics of the overall territorial dimensions in the framework innovative economic ac-
tivities. The indicator is calculated in the following manner:

1
Innovation = 7 P+ 5 * Ty

In which the variable P;, represents normalised patent application values per NUTS-3 region
to the European Patent Office in region i and at time t. Analogously, T;, represents normal-
ised trademark applications in a given region i and at time t. Thus, the indicator captures sci-
entific and technical innovation, in addition to capturing process innovation via new products
and similar by companies. Each of the variables are normalised in the following manner,
across the programme region and across ESPON Space. The individual values are scaled up

by a factor of 100 to aid with the ease of interpretation.

Py =it — min(pi‘t))/(max(pi‘t - min(pi_t))

As data sources, Eurostat data is used. As EPO patent applications per NUTS-2° were dis-
continued after 2012, data transformation methods were used to obtain more recent proxy
values. The indicators were broken down to NUTS-3 level and extrapolated with the trade-
mark growth rates (2012 to 2016) under the assumption that product and scientific innovation
occurs at approximate pace. Trademark values on NUTS-3 level are obtained via the indica-
tor European Union trade mark (EUTM) applications by NUTS 3 regionsg.

The scale used in the mapping is a continuous scale; a deeper shading of the colour repre-
sents a higher value. The programme area is covered with a relatively wide range of values
for the indicator. A minimum of 5 can be observed, with corresponding maximum of 105.1.
Minima are found in Czech border regions and parts of Upper Austria. Maxima are found
predominantly along the Austrian urban centres of Vienna and Linz. Similarly to the example
above, these differences fade slightly in the European context which is probably due to high
values of few outstanding regions. However, it is of note that the AT-CZ programme area
displays a relatively uniform allocation of innovation outputs in comparison to the rest of

Europe.

8 tgs00041

9.
Ipr_ta_reg

ESPON | TEVI — Territorial Evidence Support for European Territorial Cooperation 17
Programmes | territorial evidence report



In the European context, innovation (measured by patent and trademark application) is con-
centrated along urban areas and clusters of R&D institutions. These regions tend to by rela-
tively richly endowed in human capital with strong research institutions. Varying patterns can
be identified. In some areas, a concentration of innovative activities to regional centres, gen-
erally capital cities, can be observed. This pattern is strongly observable on the Iberian penin-
sula with regional extrema in Madrid and Barcelona. Surrounding regions of these centres
tend to feature a very low degree of innovative output. Another observable pattern are large
clusters of regions, featuring moderate to high innovation output. These clusters generally
rank in the mid-fields in terms of absolute indicator scores. Examples of these (sometimes
large) clusters include Northern Italy (with a regional extrema in Milano and a surrounding
cluster of moderately to well scoring regions), the Dutch region of Holland and Southern Ger-

many.

Investigating the programme area in more detail, a higher degree of heterogeneity can be
observed. Within the European context (Map 4.1) seems largely homogenous. The heteroge-
neity of the programme area only becomes apparent in Map 4.2, where the normalisation was
undertaken across the programme area as opposed to across all European regions. Lower
Austria is characterised by relatively low innovation output, as is Southern Bohemia. In the
case of Lower Austria, the economic strength of Vienna, combined with a large number of
universities and research institutes, amplifies a concentration of research activities on the
capital city. The research landscape of South Bohemia is relatively newer and not as devel-
oped, with the University of Budweis only established in 1991. The regions of South Moravia

and Vysocina rank in the midfield in the programme area, comparable to the Innviertel.

A second extrema is observable in the Mihlenviertel in Upper Austria with a relatively even
distribution of innovation output in the surrounding NUTS-3 regions. This region is character-
ised with a relatively more homogenous allocation of SMEs and a healthy manufacturing sec-

tor. This regional cluster boasts innovative output especially in regards to product innovation.
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Map 4.2: Synthetic indicator: Patent application in the relevant sectors + trade-mark applications in the relevant sectors
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4.3 Regional Scoreboards

In the figure below the programme area presents a series of descriptive indicators bench-
marked vis-a-vis the European context. The indicators describe a series of socio-economic,
political, and geographical characteristics of the programme area, covering general economic
performance (e.g. GDP), to more specific economic activities, such as innovation (e.g. em-
ployment in high-tech sectors and tourism (overnight stays), as well as infrastructure-related
fields (e.g. accessibility by rail) and political perceptions (perception of corruption in local ad-
ministration).

Figure 4.1: Regional Scoreboard
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The indicators are normalised across the European Union (EU28). Of each indicator, the
minimum and maximum value, as well as the Programme Area median and the EU28 me-
dian, is presented. A large spread between minimum and maximum value may indicate a
relatively large variation of the indicator values in the programme area, indicating a large de-
gree of heterogeneity. Conversely, a low spread may indicate a large degree of homogeneity
across the programme area. A Programme Area median value above the EU28 median value
indicates a relatively better performing Programme Area and vice versa.

The Austria-Czech Republic Programme Area performs relatively well in the self-employment,
patent generation, employment in high-tech sectors, tertiary education, perception or lack of
corruption and accessibility by rail, performing better than EU median in every case. In some-
cases, the Programme Area is performing worse than EU average, namely GDP, accessibility
by road and number of NATURA 2000 sites. There is both high and low range of values
across the programme regions is observed. High range of values is the case of overnight

stays, patents, employment in high-tech sectors, tertiary education and number of NATURA
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2000 sites. Lower range of values is apparent especially in self-employment, accessibility by

road and rail as well as broadband access.
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5 Reference Analysis

5.1 Territorial specificity of the programme area
5.1.1 Smart Growth

Table 5.1: SWOT Analysis Smart Growth

Strengths

Weaknesses

Opportunities

Threats

Research, techno-
logical develop-
ment, innovation

Innovative
branches with high
value added (bio-
technology,
nanotechnology,
ICT, automotive
industry)

Programme area
attractive to R&D
investment: rapid
growth of em-
ployment in sector

High degree of
innovative activi-
ties in urban cen-
tres; established
centres of excel-
lence

Insufficient tech-
nology transfer
between SMEs and
R&D actors

Disproportionally
more R&D spend-
ing occurs in ur-
banised areas than
in rural areas.
Significant imbal-
ances in terms of
R&D spending
between Austrian
and Czech pro-
gramme area

Cross-border R&D
infrastructure

Relatively high
percentage (in EU
context) of work-
force engaged in
the high-tech
sector, albeit with
higher shares in
more urbanised
regions

Gender imbalances
in R&D sector

Disproportionally
lower R&D expen-
diture (public and
private) and em-
ployment on Czech
part of programme
area may hamper
long-term devel-
opment

Access and quality
of ICT

Urban centres
boast well devel-
oped infrastructure
Strong demand for
internet-based
services from the
side of the general
population

Divide in broad-
band access: Aus-
trian regions are
lacking behind
Czech counterparts

Digital solutions
are being em-
braced by local
authorities
Effective
SME/start-up
support struc-
tures

Investment into
the ICT sector lags
behind European
average

Regional divide:
Significantly more
investment and
employment in
urban areas; Czech
regions are lagging
behind

Competitiveness
of SMEs

High share of

SMEs with strong
sectoral diversity
as stabilising fac-
tor of the regional
economic system

Relatively high
foundation rate
(birth rate) of
companies
Existence of re-
gional and national
support infrastruc-
tures for SMEs

Generally good
access to financing
for SMEs across
the programme
area

Well-connected
SMEs via interna-
tional supply
chains (especially
in secondary sec-
tor)

Insufficient in-
volvement and
access of SMEs in
R&D

Shortage of skilled
personnel

Well-developed
locations and
competitive inter-
national enter-
prises

High stock of
human capital in
programme area

Demographic
change - aging
society and nega-
tive impacts on
human resources
Sectoral transfor-
mation of retail
sector: retailing is
shifting onto online
platforms.
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The programme area boasts with a healthy macro-economic climate, characterised by low
unemployment and positive economic growth. SMEs form the backbone of the local econo-
mies, with a relatively high company formation rate across the programme area™. This im-
proves the overall resilience of the programme area in regards to adverse economic shocks.
The existence and formation of SMEs is supported by various national and regional support
mechanisms (both from EU and national sources). This contributes to the overall viability of
SMEs in the programme area. SMEs are also well-served by a high stock of human capital

throughout the programme area.

Centres of excellence, generally in the urban centres of the programme area, feature signifi-
cant innovation rates, as seen by relatively high inputs (R&D spending, employment in high
technology sector) and outputs (e.g. patent registrations). R&D activities, however, are pre-
dominantly found in the urban centre of Vienna, painting a stark contrast with other parts of
the programme area. Further, difference exist between the Czech and Austrian regions in
terms of the extent of R&D activities, with a lower level observed in the Czech districts (Euro-
stat 2018). SMEs, despite their significant economic contributions to the programme area,
generally feature constrained participation in R&D activities. Further, cross-border R&D net-

works remain limited, providing room for additional growth.

Investments into ICT infrastructure and sector is below the European average in the pro-
gramme region. Again, a regional divide can be observed, with relatively higher investment
and access to related services in the Czech districts than in the Austrian Bundeslander. Es-
pecially access to broadband is low in the Austrian part of the programme area, with a near

complete penetration in the Czech programme area (Eurostat 2018).
5.1.2 Sustainable Growth

Table 5.2: SWOT Analysis Sustainable Growth

Strengths

Weaknesses

Opportunities

Threats

Low carbon
shift

GHG emissions
in agricultural
sector below
European aver-
age

High and grow-
ing share of
renewable en-
ergy sources in
electricity pro-
duction

Framework for competi-
tion in the energy sector

GHG emissions from
renewable biofuels, par-
ticularly wood burning for
heating

Per capita energy con-
sumption above EU aver-
age in programme area
Rising electricity demand
in parts of programme
area

sustainable/low
carbon mobility
concepts and
regional and
national initia-
tives supporting
e-mobility are
gaining traction

Negative effects
of the growing of
biomass/energy
plants on envi-
ronment (soil,
biodiversity,
stability of land-
scape etc.)

Environmental
damage from
wind and water
electricity genera-
tion

Relatively higher
per capita GHG
emissions than
the European
average

10 Source: EPSON SME
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Strengths

Weaknesses

Opportunities

Threats

Climate change
adaptation

Well-developed
risk manage-
ment systems at
national levels
and experienced
emergency ser-
vices

Increased in-
vestment in
flood manage-
ment measures.

Decreased accessibility to
rescue services in the
rural parts of the pro-
gramme region

Low stability of landscape
with high potential to
natural disasters

Different institutional
structures/competences:
different rescue and risk
management systems on
both sides (equipment,
legislative framework,
etc.)

Experiences with
joint activities
and special pro-
jects

Region faces
overall similar
risk profile in
terms of natural
disasters, thus
increasing the
efficiency gains
from cooperation

Water flows
within the pro-
gramme area are
deeply interlinked
via downstream
outlets. A flood
disaster occurring
in one part of the
programme area,
is likely to affect
other parts as
well.

Increasing num-
ber of weather
extremes re-
corded through-
out the pro-
gramme area,
with more pro-
nounced water
supply issues
during summer

Environment
and resource
efficiency

Natural heritage
is well protected
and relatively
widespread
(relatively high
coverage of
Natura 2000
sites).
Relatively high
ecological
awareness of
inhabitants and
acceptance of
renewable elec-
tricity sources

Insufficient infrastructure
for effective promotion
and use of natural and
cultural resources

Lower per capita recy-
cling rate in Czech re-
gions

Trends in eco-
agriculture and
preference of
local, small pro-
ducers - positive
impact on envi-
ronment

Harmonisation in
legal environ-
mental frame-
works (e.g. more
widespread adop-
tion of common
definitions for
natural heritage)

Above average
levels of soil
erosion in pro-
gramme area,
mainly due to
intensive agricul-
tural use

Expansion rate of
settled areas and
related infrastruc-
ture well above
regional popula-
tion growth rates,
especially in ur-
banised regions.
Significant differ-
ences in terms of
tourism attraction
between regions.
High rates of
tourists may pose
harm to natural
and cultural heri-
tage.

Sustainable
transportation

Well-developed
road network in
central areas of
the programme
region
Well-developed
system of public
transportation,
especially rail
services

Different national and
regional strategies in
infrastructure and trans-
port policy and low level
of coordination of opera-
tion of public transport in
areas near the border
Strong reliance on con-
ventional automobiles as
a means of transporta-
tion

More widespread
adaptation of e-
mobility solu-
tions, as well as
the provision of
suitable infra-
structure (charg-
ing stations)

Increased pres-
sure on urban
centres and con-
versely rural
depopulation
leads to transpor-
tation demand
gaps in rural
areas and over-
crowding of infra-
structure in urban
centres.

The effects of climate change can increasingly be observed throughout the programme area.

More weather extremes occur, especially heat-related throughout summer. In the long run,

this may impact water supply during summer, especially for agro-businesses and industrial

companies as large consumers of water. A higher likelihood of weather extremes also carries

risks stemming from weather-related catastrophes, such as flooding. The programme area is
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especially vulnerable to flooding due to large water masses flowing through the area via the
Danube. Upstream flooding can, as such, be easily passed on and affect areas in the pro-
gramme region. However, Czech and Austrian emergency services are well-trained in ad-
dressing the consequences of flooding-related natural disasters. Due to the region facing a
relatively similar risk-profile, synergies can be gained from increased cooperation and institu-

tional harmonisation.

The programme area features lower GHG emissions in the agricultural sector than the Euro-
pean average (Eurostat 2018). However, the intensity of the agricultural production may im-
pact biodiversity in the long run. The danger of loss of biodiversity is heightened by an in-
creasing sealing up of surface area, which is occurring at a relatively fast pace in the Austrian
programme regions (OROK 2017). Even in thinly populated areas, as well as areas marked
with population decline, increasing surface area is used up for construction projects (e.g. in-

frastructure, residential construction).

Renewable sources generate sizeable portions of the consumed electricity in the programme
area. This mitigates the detrimental effect of slightly higher per capita energy consumption
rates. However, the reliance on biofuels as part of the renewable energy mix contributes to
the generation of GHG emissions, as well as pollution stemming from particulates. Electronic
mobility solutions (such as electronic cars, electronic buses or electronic bikes/scooters) are
growing in uptake, however, this trend is observed relatively more in urban centres. A major
counteracting factor are bottlenecks in the infrastructure, namely a lack of coverage of re-
charging stations.

5.1.3 Inclusive Growth
Table 5.3: SWOT Analysis Inclusive Growth
Strengths Weaknesses Opportunities Threats
Employment Well educated Cross-border High level of compe- Ageing population
and labour and mostly highly | labour mobility tences of labour market  due to demo-
mobility specialised labour i hampered due to |institutions graphic change
force language barriers  Arrival of working-age  further exacerbat-
Relatively high High and increas- | migrants may alleviate |ing future labour
level of labour ing need to com- | future demographic market develop-
productivity mute to work, shortcomings ments
Regions at full and increasing Start-up funding for Unemployment
employment, with distance of com- entrepreneurs rates significantly
steadily declining : muting, higher on Austrian
rates of (struc- Labour shortages programme re-
tural) unemploy-  and difficulties of gions. Slightly
ment noted in the | obtaining skilled higher unem-
programme area  workers in many ployment ob-
Institutional and | sectors, especially served among
legislative align-  in rural regions women in the
ment in terms of Czech part of the
labour mobility programme area,
vice versa for the
Austrian pro-
gramme area
Shortages of
workers with
tertiary education
in rural areas, due
to emigration to
urban centres
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Strengths

Weaknesses

Opportunities

Threats

Social inclusion

Declining rates of
poverty in pro-
gramme area,
albeit at still at
higher levels in
urbanised regions
Specialised insti-
tutions and good
standard of social
and health ser-
vices

Generally good
coverage and
access to health
and social ser-
vices

No significant
income differ-
ences across
regions in pro-
gramme areas on
each side of the
border.

Insufficient cross-
border knowledge
about the social
system and or-
ganisations and
actors in the
health and social
care system

Legal and institu-
tional framework
not harmonised

Shortages of
skilled personnel,
further exacer-
bated by overall
labour shortage

Electronic information
sharing systems may
reduce inefficiencies
and personnel require-
ments

Rural emigration
to urban centres
putting more
strain on service
providers in urban
centres

Increasing re-
gional differences
in quality and
accessibility of
health and social
services as a
result of differ-
ences in personal
incomes, public
finance and the
migration of ca-
pacities

Higher share of
population in
urban centres at
risk of social ex-
clusion and pov-
erty

The influx of large
amounts of immi-
grants starting in
2015 has put
social services
under strain.
Further, popula-
tion segments
may experience a
high degree of
social alienation

Human capital
investments

Highly developed
education system
and capacities of
educational facili-
ties of all levels

Centres of aca-
demic excellence
in programme
area

Widespread tech-
nical education
capacities
Educational insti-
tutions providing
life-long learning
services

Insufficient inte-
gration of labour
market needs into
tertiary education
system

Pronounced lan-
guage barriers in
Austrian pro-
gramme area,
with fewer per-
sons speaking
Czech, than Ger-
man on the Czech
side
Incompatibility of
curricula

Low representa-
tion of women in
technical studies
Settlement struc-
ture as frame-
work for the edu-
cation infrastruc-
ture

Increasing interest of
students in exchange
programmes

Increasing awareness of
importance and interest
in education - increas-
ing level of educa-
tion/qualification of
human resources in the
region

Experience of tertiary
educational institutions
with cooperation, net-
working, sharing ca-
pacities and joint pro-
jects

Increasing rates
of early school
leavers, especially
among men

Urban/rural split
in educational
attainment: High
rates of tertiary
education attain-
ment in urban
centres, low at-
tainment in rural
areas.

The Austrian-Czech labour force is generally well trained and highly specialised. Labour pro-

ductivity is also relatively high, however, a gap between the Austrian and Czech parts of the

programme regions persist, despite narrowing over recent years. Over recent years, the pro-
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gramme area reached full employment, with declining rates of structural unemployment noted
(Arbeitsmarktservice Osterreich 2018, CZSO 2018).

Labour market flows across the border are generally found to be one-sided, with relatively
more individual crossing the border into Austria to work, than vice versa. Language and cul-
tural differences may increase individual barriers to seek cross-border employment. Within
the programme area, shortages of highly skilled workers are found in rural areas, with a con-
versely higher supply in urban areas. Internal migration pushes well-educated people away
from rural areas, into urban centres, often denoted with slightly higher unemployment rates

(e.g. Vienna).

Urban centres feature higher shares of the population at risk of social exclusion than rural
regions. This trend has been exacerbated with the arrivals of migrants post 2015, as cities
absorb relatively more of the arrivals. Across the programme area, increasing number of men
leave school early. This trend has fastened in pace since the economic crises of the late
2000s. However, the education sector produces positive results, with several centres of excel-
lence across the programme area.

5.1.4 Main Challenge and Needs

Strengths

The economic situation of the programme area is relatively healthy. The programme area
boasts a low unemployment rates, especially in the Czech regions. Unemployment rates in
2018 vary between 1.2% and 2.3% in the Czech regions (CZSO 2018) and, with the excep-
tion of Vienna, generally below 6% in the Austrian regions. The relatively higher unemploy-
ment rate in Austria is counterbalanced by year-on-year rapid reduction in persons seeking
unemployment (Arbeitsmarktservice Osterreich 2018). The strong upswing in employment
also carries stronger consumer spending and declining rates of poverty and population share
at risk throughout the programme area.

Regions also feature a well-equipped education system and a relatively high stock of human
capital, which makes the region attractive to investment and the formation of SMEs. Espe-
cially in urbanised regions is the formation rate of SMEs high. Similarly, urbanised regions
attract the bulk of R&D spending and employment, and thus, also produce the majority of
outputs. Patent registration remain high, especially in the urbanised Austrian regions (Euro-
stat 2018). SMEs generally have good access to financing throughout the programme area
and remain competitive. The importance of SMEs as the backbone of economic life contrib-
utes to the resilience of the programme area against adverse macroeconomic shocks, by
hedging economic risk.

The programme area features a well-developed system of public transportation, especially in
regards to rail links connecting urban centres with sub-urban and rural regions. A significant

portion of the consumed electricity is generated via sustainable sources, especially in the
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Austrian regions (Eurostat 2018). Additionally, emergency services are well experienced in

rescue operations stemming from natural disasters, especially flooding.

Weaknesses

Employment and participation rates for women remain relatively lower throughout the pro-
gramme area than for men. This is also marked by a stagnant labour market participation
rate, especially in Czech regions (CZSO 2018). Disposable income rising slowly and stagnat-
ing in some regions (Statistik Austria 2018, Eurostat 2018). This is further exacerbated by a
rift in the programme area, namely significantly lower incomes in Czech regions than in Aus-
trian. The overall high rate of employment also comes with downsides, namely a pronounced
labour shortage of qualified personnel, which may hamper productivity. In terms of cross-
border labour exchange, labour tends to flow from the Czech into the Austrian programme

area, not generally not vice-versa.

In terms of R&D spending, disparities between parts of the programme area are pronounced.
Urban centres attract relatively more spending than rural regions, conversely the Czech re-
gions lag behind in terms of expenditure (Eurostat 2018). Broadband coverage has increased
significantly since the beginning of the programming of the OP, however, clear disparities are
also noted in this area. Whereas near universal broadband coverage has been achieved in
the Czech regions of the programme area, Austrian regions are still lagging behind the Euro-
pean average. The labour shortage observed across the region may affect both the R&D
performance and the competitiveness of individual SMEs. The programme area consumes
more electricity per capita than the European average. Furthermore, the reliance on renew-
able fuels emitting greenhouse gasses (such as wood), may negatively affect the environ-

ment.

Opportunities

Digital technologies are increasingly promoted and embraced by authorities in the programme
area which can lead to efficiency gains. Especially in urban centres, effective start-up support
structures exist which can further harness innovative processes. These structures also pro-
mote company formation in rural areas, if the framework conditions are met. The increased
use of e-mobility solutions, such as electric cars and buses, may reduce traffic-related pollu-
tion in the programme area. However, the underlying infrastructure may require additional

investment, as the density of charging stations outside of urban centres remains low.

The programme area maintains a generally healthy economic setting with a well-stocked pool

of human capital and international locations for companies.

Threats

The programme area is characterised by relatively higher greenhouse gas emissions than the
European average (Eurostat 2018), despite an above-average reliance on renewable energy
sources. The consequences of climate change also pose a risk: weather extremes are in-
creasing in frequency, especially in summer and winter seasons. Rural emigration to urban

centres is putting both the existing infrastructure under relatively more strain, as well as con-
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tributing to rural labour shortages, especially of workers with tertiary education. Urban centres
conversely experience a relatively higher supply of persons with tertiary education. The immi-
gration push towards urban centres poses additional challenges in regards to supplying ac-

cessible housing, employment, as well as increasing the strain on infrastructure networks.

This disparity is increased with the refugee inflows of 2015 and after, which are centred on
urban regions. This puts a higher strain on social services, as well as increasing the demand
for housing. The population groups emigrated to the programme area are also at risk of social

alienation, due to cultural differences and poverty.

Tourists are disproportionally allocated in the programme area, with the majority of tourists
visiting the urban centre of Vienna (Eurostat 2018). This unequal distribution of tourists can
cause additional damage to natural and cultural heritage, as well as the environment, due to
increased traffic and pollution. In addition, in the Austrian portion of the programme area,
surface area is increasingly sealed up for housing, infrastructure, commercial and industrial
activities. This trend can also be observed in less densely populated areas, as well as areas
with declining population figures.
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1 Introduction

The delivery of Territorial Evidence Reports represents one of the main outputs of this project.
Those reports intend to go beyond the provision of input to policy processes and thoroughly
present comparable evidences and key territorial development trends from a forward-thinking
perspective. The underlying logic of developing such an evidence-informed document dove-
tails the need for scientific information providing, to the extent possible, an unambiguous un-
guestionable basis for policy intervention. The territorial evidence reports are accordingly
meant to present a comprehensive framework supporting the development of an interactive

relationship between evidence and policy.

The territorial Evidence Reports are produced for the twelve INTERREG A and B pro-
grammes, which are participating in the ESPON Territorial Evidence Support for ETC Pro-

grammes Project. The 12 Programmes are presented in the textbox below.

INTERREG B Mediterranean INTERREG A Austria-Czech Republic
INTERREG B South-West Europe INTERREG A Deutschland-Nederland
INTERREG A Italy-Croatia INTERREG A Central Baltic

INTERREG A Italy-Austria INTERREG A South Baltic
INTERREG B North-West Europe INTERREG A Sweden-Denmark-Norway
INTERREG B Central Europe INTERREG A Two Seas Programme

The reports focus on the scrutiny of each territories’ characteristics, illustrated by their se-
lected thematic priorities, specific programme objectives and indicators, to better identify,
target and depict the territories’ specificities. As such, Territorial Evidence Reports have a
common structure that allows characterising programme areas in a comparable way. Fur-
thermore, the evidence gathered in the reports also aims to capture the specificities of each

programme area.
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2 Baseline Assessment and Territorial Characterisation

2.1 Context and programme area description

Countries involved:

e FI Finland/SUOMI: Etelad-Karjala, Pirkanmaa, Satakunta, Pé&ijat-Hame, Kanta-Hame,
Kymenlaakso, Helsinki-Uusimaa, Varsinais-Suomi, Ahvenanmaa

o EE Estonia/EESTI: Pdhja-Eesti, Ladne-Eesti, Kesk-Eesti, Kirde-Eesti, L6una-Eesti

e LV Latvia/LATVIJA: Kurzeme, Pieriga, Riga, Vidzeme, Zemgale

e SE Sweden/SVERIGE: Gavleborg, Uppsala, Stockholm, Vastmanland, Orebro, Soder-
manland, Ostergétland, Gotland

Population in programme area: 10.5 million inhabitants (2% of total EU population)

Total Budget: EU support: € 122,360,390 (ERDF), national counterpart: € 37,916,232

2.2 Contribution to EU 2020 strategy & situation in the programme area

“The Programme supports projects in four priorities: Competitive economy, Sustainable use of

common resources, Well-connected region and Skilled and socially inclusive region.”

Smart Growth: The programme focuses on strengthening the competitiveness of SMEs, pro-

moting entrepreneurship and improving flows of goods and people.

Sustainable Growth: The support of sustainable tourism, reduction of pollution in the Baltic

Sea and improvement of urban environments are goals of the programme.

Inclusive Growth: The programme focuses on vocational education and training schemes and

to strengthen disadvantaged communities through small scale projects.

2.3 Overview needs and challenges

The Programme area includes coastal regions of Sweden, Finland, Estonia and Latvia, for
whom the Baltic Sea plays an important economic and cultural role. It covers the capital cities
of all four countries, but also peripheral and isolated islands and rural regions. Urban-rural
disparities are identified as a joint challenge. The Programme aims to promote economic,
social and territorial cohesion by supporting business creation, developing natural and cultural
resources, improving small ports and strengthening local communities.

e Population: All regions are facing population ageing, and many also experience popula-
tion decline, even though the population particularly in the capital areas has been grow-
ing strongly. To counteract processes of urbanisation, new employment opportunities
have to be created in the rural areas. Population ageing creates pressures to increase
productivity and exploit opportunities of the “silver economy”. Further integration of la-
bour markets and work-related migration are potential solutions for regional mismatches
of jobs and skills.

e Education and research: The region boasts a high proportion of people with tertiary edu-
cation and host top-level universities. Internationalisation and cross-border cooperation
could strengthen entrepreneurial activities and the competitiveness of the area.

ESPON | TEVI — Territorial Evidence Support for European Territorial Cooperation 2
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e Labour market: The regions in the programme area have varying employment levels.
Unemployment declined after the economic crisis, but challenges still exist to reduce the
mismatch of skills and demands on the labour market and to lower youth unemployment.

e Economic development: Levels of economic development differ across the programme
area. There are strong potentials to further develop already existing trade links between
the Central Baltic countries. The export capacity of companies needs to be strength-
ened, and the “blue”, “green” and “silver” business areas further developed. Sectors with
high potential in the area include ICT products and forestry, food production, logistics
and chemical industry. The region is also a tourist destination, but this sector is chal-
lenged by seasonality.

e Gender equality: The number of women in employment and education is increasing.
Gender gaps in salaries and employment are smaller than in many other EU countries.
Nonetheless, gaps remain, with few women in decision-making positions, the private
sector and research.

e Environment: The Baltic Sea suffers from eutrophication. It also warms up fast under
current climate change conditions. Efficient marine space management across borders
is needed to ensure that economic activities are carried out in a sustainable way.

o Natural/cultural heritage: The programme area boasts natural and cultural heritage sites,
which are an asset for sustainable tourism and quality of living for residential popula-
tions.

e Transport: The programme area has a well-developed transport network (road, railway,
sea, inland waterways and air routes), but rural and peripheral areas face poorer acces-
sibility. All transport modes still depend on fossil fuel to a large extent, creating the need
to further develop low-carbon, sustainable transport systems. Small ports are of particu-
lar relevance for the population in the programme area and important sources for tour-
ism development.

e Communication infrastructure: The programme area has a comparatively well-developed
ICT infrastructure and hosts globally competitive companies in the ICT sector, creating
excellent business opportunities to develop tools and services for an ageing population.

e Social inclusion: Levels of social inclusion differ, resulting from differences in long-term
unemployment, household incomes and youth unemployment. Better integrated labour
markets could create new work opportunities and decrease social exclusion.

2.4 Overview on the selected Thematic Objectives, Priority Axis,
Investment priority, specific objectives

Specific objective 1.1: New Central Baltic knowledge intensive companies
Priority Axis 1: Competitive Economy (TO3, IP 1 of PA 1)

o Brief justification: The specific objective aims to target challenges related to the sustain-
ability of the businesses operating in remote, rural and sparsely populated communities
and those that are characterised by seasonality of traditional activities.

e Main change sought: Exploitation of the opportunities of the “green”, “silver” and “blue”
economy. New business creation on the basis of ICT and low-carbon solutions. Creation
of new joint Central Baltic enterprises and co-operation between new enterprises.

e Expected activities: Awareness raising, training, coaching, advisory services, network-
ing, incubator services etc.

e Beneficiaries: Potential entrepreneurs and newly established enterprises contributing to

” o« "«

the “green”, “low-carbon”, “blue” and “silver” economies, technology start-ups
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Specific objective 1.2: More entrepreneurial youth
Priority Axis 1: Competitive Economy (TO3, IP 1 of PA 1)

e Brief justification: Use the potential of the young generation to make the Central Baltic
region more entrepreneurial and competitive.

e Main change sought: Create more student companies (teams formed for business simu-
lation under adult supervision)

e Expected activities: Awareness raising, training, internships, advisory services, net-
works, capacity building of teams and student firms, design of e-platforms and e-tools

¢ Beneficiaries: Students involved in basic and upper secondary education, business de-
velopment organisations, youth organisations, education institutions

Specific objective 1.3: More exports by the Central Baltic companies to new markets
Priority Axis 1: Competitive Economy (TO3, IP 2 of PA 1)

e Brief justification: Use the potential of the young generation to make the Central Baltic
region more entrepreneurial and competitive.

e Main change sought: Support Central Baltic SMEs to enter into new markets (outside
EU/EFTA) with a focus on innovation, product development and internationalization.

e Expected activities: Development and adaptation of services and products in new mar-
kets, process development, branding, marketing, human resource development, market
analysis, feasibility studies

¢ Beneficiaries: SMEs in business clusters, organisations and authorities responsible for
cluster development and business development, business associations, regional devel-
opment organisations

Specific objective 2.1: Natural/cultural resources developed into sustainable tourist attractions
Priority Axis 2: Sustainable use of common resources (TOB6, IP 1 of PA 2)

o Brief justification: A balance should be found between preserving and developing natural
and cultural resources.

¢ Main change sought: Improve attractiveness of living and visiting environments by de-
veloping cultural and natural resources into joint tourist attractions and products

e Expected activities: ldentifying the potential use of natural and cultural resources, de-
signing attractions, packaging tourist services, investments, marketing activities

e Beneficiaries: Visitors and local people, companies in the tourism sector, local and re-
gional organisations for tourist development and the maintenance and development of
natural and cultural heritage, local and regional authorities

Specific objective 2.2: Sustainably planned and managed marine and coastal areas
Priority Axis 2: Sustainable use of common resources (TO6, IP 1 of PA 2)

¢ Brief justification: Address joint challenges related to maritime spatial planning of exclu-
sive economic zones of territorial waters and integrated coastal zone management.

e Main change sought: A more sustainable use of the fragile resources of the Baltic Sea
and its coastal areas. Foster cooperation, mediate and find the balance between differ-
ent sectors that have different interests using marine and coastal resources.

e Expected activities: Information collection, participatory processes, exchange events,
seminars, manuals, guidelines, e-platforms for supporting participatory processes

o Beneficiaries: local people, visitors and companies interested in developing sea and
coastal resources, organisations and authorities responsible for the planning of territorial
waters and for specific sectors using marine and coastal resources
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Specific objective 2.3: Better urban planning in the Central Baltic region
Priority Axis 2: Sustainable use of common resources (TO6, IP 2 of PA 2)

¢ Brief justification: The SO aims to target the challenges and opportunities related to im-
proving the urban space.

e Main change sought: Improvement of urban planning.

e Expected activities: Information collection, surveys, seminars, trainings, preparatory ac-
tivities of environment impact assessments, primary designs for brownfield regeneration,
pilot investments, dissemination of good practice

e Beneficiaries: Inhabitants, visitors, developers of urban/sub-urban areas, organisations
and authorities on local, regional and national level responsible for spatial planning

Specific objective 2.4: Reduced nutrients, hazardous substances and toxins inflows into the
Baltic Sea
Priority Axis 2: Sustainable use of common resources (TO6, IP 3 of PA 2)

¢ Brief justification: The water quality of the Baltic Sea region should be improved.

e Main change sought: Reduce nutrients, hazardous substances and toxins inflows into
the Baltic Sea from all types of land-based sources

e Expected activities: Information collection, surveys, development and implementation of
methods and technologies to reduce nutrients, hazardous substances and toxins inflows,
pilot investments

o Beneficiaries: People living in the Central Baltic region, visitors, organisations and au-
thorities for environment protection and water treatment, research institutions

Specific objective 3.1: Improved transport flows of people and goods
Priority Axis 3: Well-connected region (TO7, IP 1 of PA 3)

o Brief justification: Different transport nodes are not optimally integrated; transport corri-
dors in North-South and East-West directions should be improved.

e Main change sought: Reduce time in transportation for passengers and cargo and re-
duce CO, emissions. Improve existing transport corridors and create new transport cor-
ridors which have a significant potential.

e Expected activities: Plans for improving transport corridors and nodes, pilot investments,
planning and investments into ICT solutions, marketing activities, joint seminars, visits,
surveys, trainings for the implementation of new methods

o Beneficiaries: People and visitors, transport and logistics companies of the area, organi-
sations and authorities on national, regional and local level responsible for planning and
developing transport solutions, port authorities

Specific objective 3.2: Improved services of existing small ports to improve local and regional
mobility and contribute to tourism development
Priority Axis 3: Well-connected region (TO7, IP 1 of PA 3)

o Brief justification: The mobility and transport opportunities in the Central Baltic are not
optimal.

e Main change sought: Improve the services of small ports’ network to boost mobility and
improve travel opportunities for local people and visitors. The use of modern technolo-
gies leading to resource efficiency and use of renewable energy is supported.

e Expected activities: surveys, plans for improving port services, investments, planning
and investing into ICT solutions, marketing activities
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¢ Beneficiaries: Inhabitants using small ports, visitors, companies offering services to us-
ers of small ports, private companies operating/providing services for small ports, or-
ganisations and authorities responsible for development/maintenance of small ports

Specific objective 4.1: More people benefiting from stronger Central Baltic communities
Priority Axis 4: Skilled and socially inclusive region (TO10, IP 1 of PA 4)

o Brief justification: The region experiences some local level social problems related to
health, minorities, safety, gender, elderly, low involvement in entrepreneurship.

e Main change sought: Strengthening social inclusion through joint educational and/or
training activities through “people to people” projects.

e Expected activities: Surveys to identify and map problems, training, seminars, exchange
events, network development, designing and creating ICT solutions

e Beneficiaries: People under risk of social exclusion, regional and local authorities and
non-governmental organisations that deal with community development.

Specific objective 4.2: More aligned vocational education and training (VET) programmes in
the Central Baltic region
Priority Axis 4: Skilled and socially inclusive region (TO10, IP 1 of PA 4)

o Brief justification: There is a need to enhance the competitiveness of VET programmes
and align them more closely with the needs of the labour market.

¢ Main change sought: Development and further integration of the Central Baltic labour
market, decrease of social exclusion.

e Expected activities: Surveys, develop new curricula and improve existing ones, pilot
training/education activities, seminars, develop distance learning/e-learning platforms

o Beneficiaries: people in vocational education and training, companies, vocational educa-
tion and training institutions, authorities responsible for developing vocational education
and training, organisations representing employers and employees.

Synergies with other EU interventions: Synergies are expected especially with adjacent ENI
programmes (South-East Finland-Russia and Estonia-Russia and Latvia-Russia). There has

been some interest to include Russian actors in the Central Baltic Programme 2014-2020.
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3 Indicators

3.1 |Initial result and output indicators used in assessment

The definition of reliable result indicators for INTERREG policies must be based on a set of
objective criteria, able to overcome all the potential issues arising in this process. Figure 3.1
shows the conceptual framework developed by Politecnico di Milano within the Territorial
Evidence project in order to guide policy makers in the identification of appropriate result indi-

cators.!

Figure 3.1: The logical model of public intervention and the criteria for the definition of appropriate result
indicators

Cross border/

Society Problem transnational impact

Policy Result
output

Public
intervention

1. Rationale
issues for
objectives

2. Definitional Relevance Unbiasedness
issues for result
indicators Coherence

3. Measurement
issues for result
indicators

Measurability

Source: adapted from Osuna et al. (2000)

The public intervention requires some logical steps, namely:

¢ the identification of the problem, on which the objectives of the public intervention focus;
¢ the policy tools for the implementation of specific actions to solve the problem;
¢ the identification of specific outputs (i.e. the specific actions) which, in turn, will lead to
e results, meant as the contribution of the policy to the achievement of the objectives de-
fined.
Result indicators are those indicators measuring project results relative to project objectives,
as they monitor the progress towards the explicit targets defined in the beginning of the logi-

cal chain (Mosse and Sontheimer, 1996).

The first step is to take into consideration rational issues for the identification of objectives
that motivates the policy action.? In other words, these issues are preliminary to the definition
of result indicators but, nevertheless, fundamental for their identification:

e the project objectives have to be defined in a clear and unambiguous way, fitting prop-
erly the problem they are related to. If this is not the case, it would not be possible to

! This framework was discussed in details in section 2.2 of the Inception Report.

2 Examples of rational issues on the proposed results indicators in the 12 INTERREG Programmes are
presented in section 2.2.2.
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meaningfully measure the progress towards the targets of the policy, since the targets
themselves would not be clear. The first issue in the identification of appropriate result
indicators is defined as the rationality of the policy objective (Figure 2). Rationality
measures the level of understanding, transparency and accurateness of the policy objec-
tives relative to the societal problem addressed;

¢ the objectives have to have a clear focus on territorial cooperation, i.e. it must be evident
that the INTERREG Programme is not just a substitute for a policy of any other kind (ei-
ther regional or national) but, rather, its goal is strictly focused on a cross-border territo-
rial dimension.

The second step is the definitional issues for results indicators®:

¢ result indicators must be fully consistent with the objectives of the policy, as they have to
correctly measure the targets set by the public intervention. In other words, there is an
issue of coherence linking objectives and result indicators (Figure 3.1): if a mismatch
arises between these two elements, the monitoring of the policy achievements would be
flawed and arbitrary;

e at the same time, it is important for the result indicators to capture a result of the project,
rather than an output. The difference between outputs and results must be made explicit,
in order to avoid confusion between the two concepts. Outputs are the products gener-
ated by the policy in order to achieve certain results. In this sense, the output is not the
final goal of the policy, but rather the mean through which the policy objective is pursued
(OECD, 2009). The results, on the other hand, represent the extent to which the objec-
tive of a policy has been achieved. For instance, a transportation policy could involve the
investment of some funds (tools) for the building of a new highway (output) in order to
decrease travel time of commuters (result). A policy for unemployed people could invest
public resources (tools) for the organization of training courses (output) which will make
it easier the reintegration in the job market (result). The relevance of result indicators
(Figure 3.1) measures the extent to which the indicator is capturing a result rather than
an output;

¢ the last logical link in Figure 3.1 links the results of the policy to its impact on the society
(Hempel and Fiala, 2011). The policy impact is defined by the long-term effects on spe-
cific dimension of well-being and living standards of the population targeted by the policy
(McCann and Ortega-Argilés, 2015). These long-term effects depend on a variety of dif-
ferent factors, most of them not under the control of the policy maker (World Bank,
2004). The policy results, on the other hand, are short or medium-term effects, directly
resulting from the outputs generated by the policy. In other words, the causal link be-
tween policy results and impacts is not as evident as the one between outputs and re-
sults. It is therefore extremely important, for the result indicators, to capture the net effect
of the policy actions on the defined targets, obtained when the result is free from, and
unbiased with respect to, other on-going actions and processes.

If rationality and the focus on territorial cooperation represent the prerequisites for the defini-
tion of the result indicators, since they relate to the specification of the policy objectives, rele-
vance, coherence and unbiasedness refer to the appropriate definition of result indicators,
and therefore they another conceptual level with respect to rationality and territorial coopera-

tion in the logical framework showed in Figure 3.1.

8 Examples of definitional issues on the proposed results indicators in the 12 INTERREG Programmes
are presented in section 2.2.3.
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Once result indicators are defined in terms of rationality, territorial cooperation, relevance,
coherence and unbiasedness, the logical approach moves to a third level, concerning the
empirical measurement of the indicators and the potential issues involved in this phase
(Figure 3.1).

Moving from the general definition of a result indicator to its empirical measurement implies
some critical issues, entering the problem of measurability.* The criteria have to reflect spe-
cific characteristics that results indicators should have. Results indicators should in fact be:

¢ objective: results have to be measured in an objective way. They have therefore to be as
insensitive as possible to different methodologies and approaches for their collection,
and have to provide a straightforward interpretation of the change occurred. In this
sense, quantitative indicators are preferable to qualitative ones;

e consistent over time: since result indicators should monitor the gradual approach to-
wards the specific targets set by the policy maker, it is important for their empirical
measurement to be regularly available over time, without long time lags (Schumann,
2016).

e comparable: to the broadest extent possible, indicators should allow a comparison with
other policy contexts, so to understand whether the change occurred is more or less
relevant.

e available at affordable prices: since the collection of indicators is a costly procedure, es-
pecially for qualitative data such as surveys and focus groups, the budget devoted to the
measurement phase has to be carefully planned. Whenever possible, without decreas-
ing the quality of indicators, existing data sources should be used for this purpose
(OECD, 2015).

These criteria have been presented, discussed and validated with the stakeholders in the first
round of workshops. In what follows, we will apply the different criteria to the current result
indicators proposed by the 12 INTERREG Programmes, and highlight examples of high or
low quality of the indicators suggested in the programmes according to the different criteria.
This analysis has two goals. First, it will inform about the fulfilment of the different criteria,
pointing out the most relevant issues encountered in the definition of the current result indica-
tors. Second, it will provide useful examples to be included in the guidelines for the policy

makers, making them aware of the potential mistakes to be avoided.

While the assessment of the current result indicators was conducted on the whole set of indi-
cators proposed by the 12 Programmes, in the following lines we will report anonymized ex-
amples of both unsatisfactory and satisfactory indicators. This is due to the objective of the
project not being an evaluation of the Programmes but, rather, the development of a general
approach to the definition of appropriate result indicators that could be applied to any INTER-
REG action.

4 Examples of measurable issues on the proposed results indicators in the 12 INTERREG Programmes
are presented in section 2.2.4.
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Thematic objective Specific objective Result indicator Rationality Territorial cooperation Coherence Relevance ¢ ilt
3 New Central Baltic knowledge Number of joint or cooperating knowledge intensive MEDIUM - The number of LOW - The number of new
intensive companies enterprises (number of enterprises) firms does not capture firms could be influenced
their performance in terms, by other factors
for instance, of (exogenous economic
employment and VA shocks, level of human
HIGH HIGH HIGH capital, etc) HIGH
3 More entrepreneurial youth Number of established joint student companies LOW - It is not fully clear LOW - Official statistics do
(number of student companies) how territorial cooperation not provide these data,
HIGH will help achieving this result HIGH HIGH HIGH therefore comparability
with other regions is
limited
3 More exports by the Central Baltic ~ |Number of cluster co-operations exporting to new LOW - It is not fully clear ~ |MEDIUM - The objective is [MEDIUM - The result LOW - Official statistics do
companies to new markets markets (number of cluster co-operations) how territorial cooperation  |to increase exports, while [indicator is measuring an not provide these data,
HIGH will help achieving this result|the result indicator is intermediate element HIGH therefore comparability
measuring the co- between output and result with other regions is
operations limited
6 Natural and cultural resources More sustainable joint natural and cultural heritage LOW - The number of MEDIUM - The result LOW - How is an
developed into sustainable tourist based tourist attractions (number of attractions) attractions does not indicator is measuring an "attraction” defined?
attractions capture neither the intermediate element
HIGH HIGH sustainable management |between output and result HIGH
of cultural/natural
resources nor their
|attractiveness for tourism
6 Sustainably planned and managed |Share of marine and coastal areas with improved [LOW - The objective is quite MEDIUM - Due to the LOW - Environmental LOW - How is the
marine and coastal areas management (% (share) of marine and coastal generally defined, which generality of the objective quality is influenced by "improved management"
areas) could be problematic as far several other factors defined?
" HIGH HIGH
as the definition of a result (exposure to pollutants
indicator is concerned from other areas,
leconomic activities etc.)
6 Better urban planning in the Central |Share of urban areas covered with integrated urban [LOW - The objective is quite [LOW - It is not fully clear MEDIUM - Due to the LOW - Official statistics do!
Baltic region management (%) generally defined, which how territorial cooperation ~ [generality of the objective not provide these data,
could be problematic as far [will help achieving this result therefore comparability
. HIGH HIGH . .
as the definition of a result with other regions is
indicator is concerned limited
6 Reduced nutrients, hazardous Amounts of nutrients, hazardous substances and LOW - It is not fully clear LOW - Sea pollution could |LOW - Official statistics do
substances and toxins inflows into  [toxins inflows into the Baltic Sea (% consolidated, how territorial cooperation be influenced by factors not provide these data,
the Baltic Sea based on targeted and achieved reductions) will help achieving this result! not under the control of therefore comparability
HIGH HIGH HIGH policy makers (pollutant  |with other regions is
lemissions from other limited
areas, economic activities,
etc.)
7 Improved transport flows of people Travel time of passengers (% of reduction of travel MEDIUM - Reduction in
and goods time) travel time does not
HIGH HIGH measure how many people HIGH HIGH HIGH
will choose the fastest
option
7 Improved senices of existing small  |Share of Central Baltic small ports with good MEDIUM - The definition of LOW - What is meant by
ports to improve local and regional  |senices (%) the result indicator is not "good senices"?
mobility and contribute to tourism clear, what does "good
development HIGH HIGH senices” mean? HIGH HIGH
10 More people benefiting from stronger |Communities with improvements (Number of CB LOW - It is not fully clear LOW - How are
Central Baltic communities communities with improvements) how territorial cooperation “communities" and
will help achieving this result "improvements" defined?
HIGH HIGH HIGH HIGH
10 More aligned wocational education Share of aligned vocational education and training LOW - It is not fully clear LOW - The result indicator
and training (VET) prc in (VET) in the Central Baltic region HIGH how territorial cooperation HIGH is capturing an ouput HIGH HIGH
the Central Baltic region (Number of programmes) will help achieving this result! rather than a result
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3.2 Proposed Key Territorial Indicators

Table 3.1 provides a list of result indicators using the multicriteria approach discussed above.
The first column of the table shows the specific goal of the policy, while the second one reports
the proposed result indicator. The latter has to be intended as the aggregation of the empirical
measurements of the change in the single indicators listed. The first row of the table is there-
fore fully correspondent to the example described in the present section. The change in the
number of tourists, the variation of seasonality and the change in the number of sites in good

conditions have to be aggregated in one single indicator, according to the policy priorities.

The second and third rows provide other two examples, for which an empirical measurement
has been provided and mapped.5 In the first case (second row) the specific objective consists
in increasing employment and self-employment in microenterprises. The expected results of
these actions can be identified in both an increase of entrepreneurship in the area and a posi-
tive change of the employment in microenterprises. Therefore, a result indicator for this policy
could be represented by the combination of the number of new firms and the change in em-
ployment in enterprises with 1-9 employees. Notice that, in this case, trade-offs between the
achievements of the two different objectives are not likely to occur. The weights associated to
each of these two indicators depend on the priorities of the policy, and whether they are more

oriented towards either the creation of job places or the entrepreneurship promotion.

Table 3.1: Shortlist of proposed result indicators using a multicriteria approach.

Specific objective Proposed result indicator
(as a change in the listed variables)

To improve capacities for the sustainable use of Tourism presences + tourism seasonality + natural

cultural heritage and resources sites in good conditions

Promoting an increased employment in self- Number of new firms (1-9 employees) + number of
employed businesses, micro enterprises and employees in enterprises with 1-9 employees
start-ups

Fostering the innovative potential of the region Patent application in the relevant sectors + trade-
mark applications in the relevant sectors

Increase the applied research and innovation Share of R&D expenditure in % of the regional GDP +
oriented activity in the area number of trademark application + number of patent
applications

To facilitate the implementation of low-carbon, CO, emissions + N,O emissions
energy and climate protection strategies to
reduce GHG emissions

More exports by the companies of the area to Increase in export + share of export towards non
new markets EU/EFTA markets

Improved services of existing small ports to Number of tourists + index of concentration of tourists
improve local and regional mobility and contrib- per port of arrival
ute to tourism development

® The measurement and mapping exercise is purely demonstrative. The period over which the change
of the single indicators has been measured is 2008-2013. The source of the data employed in the
analysis is EUROSTAT. Some regions are missing because no evidence was available for them. The
aggregation rule applied for the empirical examples is the calculation of the arithmetic mean of the indi-
cators.
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Specific objective Proposed result indicator
(as a change in the listed variables)

More people benefiting from stronger communi- Composite indicator of indexes of social inclusion (:
ties in the area people under poverty threshold, long-term unem-
ployment rate, etc.)

Increase the development of social innovation Number of IP + households with access to internet +
applications in order to make more efficient and households with access to broadband connection +
effective local services to address the key socie- households who use internet for interactions with the

tal challenges in the area PA

Improve the quality, safety and environmental  Goods transported by sea + average age of the ships
sustainability of marine and coastal transport + number of accidents

services and nodes by promoting multimodality

in the area

Make natural and cultural heritage a leverage Number of tourists + seasonality in tourism
for sustainable and more balanced territorial
development

The third row of Table 3.1 reports an example of a policy aimed at fostering the innovative
potential of the region. In this case, the objective consists in the creation of knowledge and
innovation in the Programme area. Since innovative products may take different forms, a
single indicator would probably be biased, taking into account only one of them. For this rea-
son, the proposed result indicator is represented by the combination of the variation in both
patent and trademark applications. Again, the way in which these two indicators are aggre-

gated depends on the priorities of the Programme, and on the focus of the policy action.

Going one step further from the assessment conducted under 3.1 and the shortlisted result
indicators presented in the preceding paragraphs, synthetic result indicators are presented in
the table below. These indicators stem from the gaps identified in the assessment of the indi-
vidual result indicators used by the programme vis-a-vis the overarching ETC intervention

logics.
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Programme .ETC.: Th&.ema.tlc Specific objective Qutput indicator Result indicator Propos.ed result
objective objective indicator
Central Baltic (1) 3 New Central Baltic knowledge intensive companies OL: Number of participating young people (Number of people) Number of joint or cooperating knowledge intensive enterprises (number of  |Synthetic indicator:
QOL: Number of enterprises receiving support (Enterprises) enterprises) number of start-up +
Q02: Number of new enterprises supported (Enterprises) people employed in
knowledge intensive
enterprises + VA of
knowledge intensive
enterprises +
Framework programs
Central Baltic (3) 3 More exports by the Central Baltic companiestonew [ QOL: Number of enterprises receiving support (Enterprises) Number of cluster co-operations exporting to new markets (number of cluster |Synthetic indicator:
markets OO2: Number of enterprises receiving non-financial support (Enterprises) co-operations) increase in export +
Q08: Number of enterprises supported to introduce new to the market products (Enterprises) share of export towards
non EU/ EFTA markets
Central Baltic (4) 6 Natural and cultural resources developed into OL: Number of targeted joint attractions (Number) More sustainable joint natural and cultural heritage based tourist attractions |Synthetic indicator:
sustainable tourist attractions O2: Number of jointly targeted planning and management activities (Number) (number of attractions) tourism presences +
QOL: Increase in expected number of visits to supported sites of cultural and natural heritage and seasonality + Natural
attractions (Visits/ year) sites in good conditions
Central Baltic (5) 6 Sustainably planned and managed marine and coastal |O1: Number of targeted joint attractions (Number) Share of marine and coastal areas with improved management (% (share) of |Coastal sites in good
areas O2: Number of jointly targeted planning and management activities (Number) marine and coastal areas) conditions (Natura
Q01 Increase in expected number of visits to supported sites of cultural and natural heritage and 2000)
attractions (Visits/ year)
Central Baltic (9) 7 Improved services of existing small ports toimprove [ O1: Number of developed and improved transport corridors and nodes (Number) Share of Central Baltic small ports with good services (%) Synthetic indicator:
local and regional mobilityand contribute to tourism | op: Number of ports with improved services (Number of ports) number of tourists +
development N .
index of concentration
of tourists per port of
arrival
Central Baltic (10) 10 More people benefiting from stronger Central Baltic OL: Number of participating people corridors and nodes (Number of people) Communities with improvements (Number of CB communities with Index of social inclusion
communities O2: Number of benefitting vocational education schools (Number) improvements) (Synthetic indicator:
people under poverty
threshold, long-term
unemployment rate,
etc)
Central Baltic (11) 10 More aligned vocational education and training (VET)  [O1: Number of participating people corridors and nodes (Number of people) Share of aligned vocational education and training (VET) programmes in the |Unemployment rate for

programmes in the Central Baltic region

O2: Number of benefitting vocational education schools (Number)

Central Baltic region (Number of programmes)

low-skilled workers (to
be contolled for other
influencial factors
through DID)
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Map 3.1: Composite indicator: Change (2008-2013) in number of new firms (1-9
employees) and number of employees in enterprises with 1-9 employees

Composite Indicator: change (2008-2013) in number of new firms
(1-9 employees) + Number of employees in enterprises with
1-9 employees
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Map 3.2: Composite indicator: Patent applications and trade-mark applications (change

2008-2013)

Composite Indicator: patent applications + trade-mark applications
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4 Benchmarking

4.1 Gross Value Added in Knowledge-Intensive Sectors

The maps below present the synthetic composite indicator Gross Value Added benchmarked
in the first case along the programme area and in the second case, along ESPON space, as
data availability allows. Gross value added approximates the value of goods and services
produced in a given geographical dimension (in this case NUTS-3) over a defined timeperiod.
The composite indicator reflects the gross value added of knowledge intensive services and

industries in a given area.

The synthetic indicator is composed of several sub-indicators which are individually picking up
characteristics of the overall territorial dimensions in the framework of knowledge-intensive

economic activities. The indicator is calculated in the following manner:

1 1
GVA;; = 2 *Yie + 2 *Eit

In which the variable Y;, represents normalised gross value added by knowledge intensive
industries in region i and at time t, Analogously, E;, represents normalised employment in a
given region i and at time t. Each of the variables are normalised in the following manner,
across the programme region and across ESPON Space. The individual values are scaled up

by a factor of 100 to aid with the ease of interpretation.
E;; = (e, — min(e;,))/(max(e;, — min(e;,))

As data sources, Eurostat data is used. Gross value added by knowledge intensive industries
is represented by the indicator Gross value added of financial and insurance activities; real
estate activities; professional, scientific and technical activities; administrative and support
service activities® of the NACE data set and the corresponding employment indicator of the

NACE data set for the same economic activities’

The scale used in the mapping is a continuous scale; a deeper shading of the colour repre-
sents a higher value. The programme area is covered with a relatively wide range of values
for the indicator. A minimum of O can be observed, with corresponding maximum of 104. Min-
ima are found in the more inland areas in the Baltics, as well as surrounding urban agglom-

erations of Stockholm, Helsinki, and Tampere.

The frontrunner regions displayed in the map are those with highly developed knowledge-
intensive clusters, where businesses, universities and public authorities are linked by matured
and closely-knit networks and initiatives. The Stockholm area remains a European-level inno-
vation hub in many knowledge-intensive industries backed up by high-quality institutes of

higher education. The Helsinki region follows closely, particularly in ICT-linked domains, also

6nama_lOr_nga

7nama_lOr_:Sempers
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with a strong and active engagement by universities and technical universities. Tallinn has in
the previous years hosted an active and growing start-up scene. The Aland islands, while
small in economic and population size, are held in high regard by other Nordic regions for the
entrepreneurial spirit and the persistently low unemployment rate prevailing in the island
chain. Turku and its surrounding Western Finnish towns, in turn, are seeing a positive trend in
recent years, and investments in nearby car manufacturing and shipbuilding facilities are fur-

ther enabling a network of smaller suppliers in knowledge-intensive fields.

While there is not an absence of industries or education facilities outside these urban regions,
it is evident that they are not scoring equally well on the synthetic indicator. One probable
cause for this is that the number of start-ups and other engaged entities are not enough to
reach a critical mass in the region for a networked innovation system to emerge, which would
support the further expansion of knowledge-intensive fields. In such situations, relocating or
commuting to the metropolitan centres becomes the best option and economic activities in the
neighbouring regions decline. That being said, there are several recent examples where
smaller localities have successfully leveraged their local opportunities and human resources
to create impressive initiatives and form local business and knowledge networks. Often these
projects are supported by European-level funding, and in fact, smaller localities may often
have more enthusiasm in seizing these funding and framework project opportunities than big
metropolitan centres where venture capital, business networks and other crucial elements are

already present and critical mass is formed and maintained.
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Map 4.1: Synthetic indicator: People employed in knowledge intensive sectors + value added of knowledge intensive enterprises
Synthetic indicator: people employed in knowledge intensive sectors +

Synthetic indicator: people employed in knowledge intensive sectors +
value added of knowledge intensive enterprises
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4.2 Human Capital in the Programme Area

The maps below present the synthetic composite indicator Human Capital in Knowledge-
Intensive Areas benchmarked in the first case along the programme area and in the second
case, along ESPON space, as data availability allows. Human capital refers to the stock of
knowledge and abilities which are applied to produce goods and. The composite indicator

reflects the stock of human capital and its distribution across the programme area.

The synthetic indicator is composed of several sub-indicators which are individually picking up
characteristics of the overall territorial dimensions in the framework of knowledge-intensive
economic activities and the necessary inputs. The indicator is calculated in the following
manner:
HCAP;; zl*yit'i'l*Eit +1* it
SR T T T
In which the variable L;, represents overall normalised employment in medium knowledge
intensive industries (e.g. financial and real estate services) in region i and at time t, Analo-
gously, E;, represents normalised employment specifically in highly knowledge intensive in-
dustries (e.g. R&D) in a given region i and at time t. Each of the variables are normalised in
the following manner, across the programme region and across ESPON Space. The individ-

ual values are scaled up by a factor of 100 to aid with the ease of interpretation.

Py = (Die — min(pi‘t))/(max(pu - min(pl-,t))

As data sources, Eurostat data is used. As EPO patent applications per NUTS-2° were dis-
continued after 2012, data transformation methods were used to obtain more recent proxy
values. The indicators were broken down to NUTS-3 level and extrapolated with the trade-
mark growth rates (2012 to 2016) under the assumption that product and scientific innovation
occurs at approximate pace. Data on employment in knowledge intensive sectors was ob-
tained from the NACE dataset.’

The scale used in the mapping is a continuous scale; a deeper shading of the colour repre-
sents a higher value. The programme area is covered with a relatively wide range of values
for the indicator. A minimum of 5.8 can be observed, with corresponding maximum of 158.
Minima are found in relatively rural areas and inland, predominantly in Lithuania. Maxima are

found along urban centres, for example NUTS-3 regions around Stockholm.

Much like the map on the previous synthetic indicator, the human capital measure is display-
ing particularly strong R&D-focus in those areas with mature innovation systems and strong
universities. In Stockholm both established industries and start-ups are constantly expanding

and engaging with the local skills-base. These innovative clusters are supported by Stock-

8 tgs00041
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holm’s strong university base, with Karolinska, KTH and the Stockholm School of Economics
collaborating on research and training in their respective fields. The Southern Finnish coast is
likewise displaying engagement by industry-sectors by well-trained human capital resources —
these Finnish industry centres have strong universities, industry laboratories, text centres and

research facilities in an array of sectors.

The map further displays strong R&D focus also in a number of regions inland from Stock-
holm in Central Sweden. While critical mass formation and size of local innovation systems
may not be as substantive as elsewhere, several smaller Swedish towns (e.g. Link&ping,
Orebro, Karlstad) host research-focused universities and other faculties of higher education
that together with local industry have developed a diversity of research institutes and labora-
tories that attract highly-skilled workers from Sweden and abroad. This widespread R&D en-
gagement in many parts of Sweden is also often linked to EU funding and framework pro-
grammes, as local authorities have been committed to retain and attract a skilled workforce
and research in knowledge-intensive industries by connecting with European-wide networks

and partnerships.

The European-level map is markedly homogeneous, especially in comparison with clear con-

trasts present in the case of many other synthetic indicators.
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Map 4.2: Synthetic indicator: Number of patents + employment in medium knowledge intensive sectors + employment in highly knowledge intensive sectors
Synthetic indicator: number of patents + employment in medium knowledge intensive sectors +
employment in highly knowledge intensive sectors
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4.3 Tourism and Sustainability

The maps below present the synthetic composite indicator Tourism and Sustainability
benchmarked in the first case along the programme area and in the second case, along
ESPON space, as data availability allows. The composite indicator quantifies the develop-

ment in tourism and sustainability undertaken in a given NUTS-3 region.

The synthetic indicator is composed of several sub-indicators which are individually picking up
characteristics of the overall territorial dimensions in the framework of tourism and sustainabil-
ity. The indicator is calculated in the following manner:

1 1 1
Sustainability = 3* Sie+ 3* N + 3 Ti¢

In which the variable S;, represents a normalised approximation for seasonality of the individ-
ual region. Analogously, N;, represents normalised area of NATURA 2000 habitats in a given
region i and at time t. The variable T;, represents the annual value of overnight stays in a
given region i at time t. Thus, the indicator captures tourism, as well as its volatility and the
general state of the environment. Each of the variables are normalised in the following man-
ner, across the programme region and across ESPON Space. The individual values are

scaled up by a factor of 100 to aid with the ease of interpretation.
Sie = (Sie — min(si_t))/(max(si‘t - min(si_t))

As data sources, Eurostat and DG REGIO data is used. Seasonality is approximated via the
use of a proxy variable. The variation of tourist arrivals over monthly intervals of a given year
is calculated in in standard deviations. The indicator stems from Eurostat and is available in
monthly intervals at national level’®. For the size of NATURA 2000 sites, the indicator
NATURA 2000 area' is used. It measures the relative share of NATURA 2000 sites to the
overall NUTS-3 region. Overnight stays are available as coverage ratios at hotels and similar
businesses on NUTS-2 scale'?. This indicator is broken down to NUTS-3 scale prior to use.

The scale used in the mapping is a continuous scale; a deeper shading of the colour repre-
sents a higher value. The programme area is covered with a relatively wide range of values
for the indicator. A minimum of 0,2 can be observed with corresponding maximum of 2000.
Minima are found in Lithuania and parts of Middle Sweden. Maxima are found predominantly

in Finland.

It is remarkable to note that the Tampere region in Central Finland presents the highest score
on this synthetic indicator among the regions in the programme area. The Helsinki region with

its surrounding coastal areas area as well as Finnish Lapland are conventionally considered
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the main players in Finnish tourism, but Tampere would now appear to take steps to catch up
with the tourism and sustainability appeal of those other regions. Tampere is situated among
big lakes and forest areas, and also in general the Finnish regions performing well on this
indicator at the European comparative level are characterised by vast natural heritage as well
as local communities, businesses and regional authorities that are committed to preserving
the natural conditions and prioritise sustainability in business operations and regional plan-
ning. The Tampere region is no exception in this and has been engaged in a number of col-

laborative initiatives and interregional networks that support tourism and sustainability.

While the Nordic (and partly the Baltic) countries score relatively highly in the European-level
comparison, there are nonetheless some differences between the regions in the programme
area. All Finnish regions score the highest, followed by Estonian regions and Swedish inland
regions. Both of the latter are home to well-preserved natural heritage areas, for example the
sizable lakes found in the Swedish inland.
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Map 4.3: Synthetic indicator: Tourism presences + seasonality + natural sites in good conditions

Synthetic indicator: tourism presences + seasonality + natural sites in good conditions Synthetic indicator: tourism presences + seasonality + natural sites in good conditions
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4.4 Regional Scoreboards

In the figure below the programme area presents a series of descriptive indicators bench-
marked vis-a-vis the European context. The indicators describe a series of socio-economic,
political, and geographical characteristics of the programme area, covering general economic
performance (e.g. GDP), to more specific economic activities, such as innovation (e.g. em-
ployment in high-tech sectors and tourism (overnight stays), as well as infrastructure-related
fields (e.g. accessibility by rail) and political perceptions (perception of corruption in local ad-
ministration).

Figure 4.1: Regional Scoreboard
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The indicators are normalised across the European Union (EU28). Of each indicator, the
minimum and maximum value, as well as the Programme Area median and the EU28 me-
dian, is presented. A large spread between minimum and maximum value may indicate a
relatively large variation of the indicator values in the programme area, indicating a large de-
gree of heterogeneity. Conversely, a low spread may indicate a large degree of homogeneity
across the programme area. A Programme Area median value above the EU28 median value
indicates a relatively better performing Programme Area and vice versa.

The Central Baltic Programme Area performs relatively well in accessibility by rail, self-
employment, and employment in high technology industries. Some degree of variance is ob-
served in terms of range of values across the programme regions across some presented
indicators, indicating a certain degree of heterogeneity across the programme area. In some
cases, the Programme Area is performing worse than EU average, namely in broadband
access and share of NATURA 2000 sites.
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The programme area scores remarkably highly on accessibility by both road and rail — the
towns of central Sweden, Southern Finland and the Northern Baltics are linked together by
well-developed infrastructure links. Coastal towns are also connected by popular ferry links
across the Baltic sea — so much so that the port of Helsinki has become the world’s busiest
passenger port — and the ferry companies have taken steps to develop the sustainability of
their ships and operations.

Another score to grant particular mention is the indicator on tertiary education, on which the
programme area scores very highly above the EU median value. This is not necessarily sur-
prising: as already noted above, the programme area comprises a number of cities and towns
with high-quality institutions of tertiary education. In Sweden Stockholm hosts three leading
universities, and there are a number of quality universities in smaller towns. In Finland, the
country’s leading education centres are in Helsinki, Turku and Tampere, with several high-
quality universities both in terms of teaching and research, and this is supported by Finland’s
already strong record on education levels at the primary and secondary level. Estonia and
Latvia also host quality tertiary education, especially in their capital cities; recently Estonia
has gained recognition for its strong focus on adapting the education system to fit and support
people in the digital age.

One indicator where the programme area scores a surprisingly modest measure in compari-
son with the EU median is the broadband access — for example given the ICT-clusters pre-
sent in different parts of the programme areas. It is nonetheless important to point out that
especially Tallinn as well as the Finnish and Swedish regions have high-quality network infra-

structure.

On the remaining indicators, the programme score is more or less similar than and slightly
above the EU median values. For some indicators such as self-employment the spread of
values is quite homogeneous, while for e.g. the scores on GDP and patents the range of
scores is very wide between different parts of the programme area. This is quite well in line
with the above-described character of the programme area as one with many leading clusters
of knowledge-intensive innovation — societal and employment structures are roughly the same
across the regions in the programme area, but the prevailing sectors and pace of technologi-
cal and economic change may differ.
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5 Reference Analysis

5.1 Territorial specificity of the programme area

5.1.1 Smart Growth

Table 5.1: SWOT Analysis Smart Growth

Strengths

Weaknesses

Opportunities

Threats

Criterion 1: Pro-
moting entrepre-
neurship

Strong, innovative
and competitive
business environ-
ment

Regional differ-
ences in economic
development and
activity

Silver, blue and
green economy
offer excellent
business opportu-
nities

Population ageing
could lead to de-
clining local de-
mand and entre-
preneurial activi-
ties

Criterion 2: Sup-
porting SMEs

Strong ties be-
tween CB regions,
high economic
growth rates

Differences in
economic devel-
opment in the CB
region remain:
Many rural regions
are struggling,
metropolitan areas
are dominating.

Good conditions
for regional cluster
development and
links between R&D
and business.

Ageing and de-
creasing labour
force, risk of brain
drain in some
regions

Criterion 3: Pro-
moting innovative
technologies for
environmental
protection and
resource efficiency

CB sectors with
high potential
include ICT prod-
ucts and services,
electric equipment
and forestry

CB cities are
stronger innova-
tion drivers than
outermost re-
gions,

Insufficient use of
innovation poten-
tial in some re-
gions

Create synergies
and transfer inno-
vation between
metropolitan and
remote/rural ar-
eas, combine
Baltic entrepre-
neurial skills with
Scandinavian
engineering, mar-
keting and finan-
cial strength

Regional mis-
matches of avail-
able jobs and
skills, decreasing
potential for inno-
vation due to
population ageing

The Central Baltic programme supports the Europe 2020 objective of “smart growth” espe-

cially through its priorities on promoting entrepreneurship and enhancing the competitiveness

of SMEs. The goal to promote innovative technologies for environmental protection and re-

source efficiency can also be considered to contribute to smart growth. The Central Baltic

area can build on a strong and innovative business environment. It is also one of the most

connected areas in the world, which facilitates cooperation and knowledge exchange across

borders. Nonetheless, innovation potential and economic development is concentrated in the

metropolitan areas while many rural and remote regions lag behind. Synergies and knowl-

edge transfers between different types of regions could help to close these gaps. The blue,

green and silver economies offer business opportunities that also more remote areas could

profit from. Population ageing and regional mismatches of jobs and skills provide challenges

that should be addressed.
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5.1.2 Sustainable Growth

Table 5.2: SWOT Analysis Sustainable Growth

Strengths

Weaknesses

Opportunities

Threats

Criterion 1: Con-
serving and pro-
moting natural
and cultural heri-
tage

The CB region
includes many
recognised natural
and cultural heri-
tage sites, distinc-
tive wildlife, rich
scenery etc.

The Baltic Sea is
challenged by
eutrophication.
Climate change
poses challenges
for many natural
sites.

(Sustainable)
tourism is an im-
portant and grow-
ing sector for all
CB regions and
offers potentials
for cross-border
cooperation.

Competition for
marine space
which requires
integrated plan-
ning and man-
agement. How-
ever, the imple-
mentation of joint
actions is challeng-
ing.

Criterion 2: Devel-
opment of envi-
ronmentally-
friendly transport
systems

The transport
network is well
developed and
links the CB re-
gions to each
other and the rest
of Europe.

Accessibility to
transport is a
challenge for re-
mote and rural
areas. Dependency
on fossil fuels is
high.

Green and blue
growth offers
potentials for
business develop-
ment.

Increases in ship-
ping transport
need to be moni-
tored to ensure
that they do not
counteract envi-
ronmental goals
(especially with
regard to pollution
levels in the Baltic
Sea).

Low demand may
make it difficult to
sustain transport
options to isolated
areas.

In relation to sustainable growth, the Central Baltic programme focuses on conserving and

promoting natural and cultural heritage and the development of environmentally-friendly and

low-carbon transport systems. The programme area has many renowned heritage sites and is

already well-connected by multimodal transport networks. Weaknesses include in particular

the environmental state of the Baltic Sea, which suffers from ongoing eutrophication and the

effects of climate change. With regard to transport, the reliance on fossil fuels remains high

and the connectedness of more isolated areas is an ongoing challenge. Sustainable tourism

and the green and blue economy offer high potentials for business development and coopera-

tion, but implementing joint actions and plans is difficult. Population decline in rural areas may

make it difficult to sustain transport networks, while increasing traffic in urban areas, particu-

larly in ports, may endanger the fulfilment of environmental goals.

5.1.3 Inclusive

Growth

Table 5.3: SWOT Analysis Inclusive Growth

Strengths

Weaknesses

Opportunities

Threats

Criterion 1: In-
vesting in joint
education and
training schemes

Share of people
with tertiary edu-
cation is high and
CB region has top-
level universities

Involvement rates
of adults in educa-
tion differ across
the CB region,
youth unemploy-
ment is high in
some regions

Long migration
histories provide
preconditions for
further integration
of CB education
and labour markets

Regional differ-
ences in availabil-
ity of high quality
education institu-
tions

ESPON | TEVI — Territorial Evidence Support for European Territorial Cooperation

Programmes | territorial evidence report

27




In the area of inclusive growth, the Central Baltic programme particularly invests in joint edu-
cation, vocational training and training schemes. The region boasts a high share of people
with tertiary education and hosts top-level universities and other educational institutions.
Weaknesses include low rates of educational enrolment of the adult population in some re-
gions, slowing down efforts to promote lifelong learning. Parts of the programme area also
have relatively high youth unemployment rates. The strong interconnectedness of the region
provides ample opportunities to strengthen joint educational programmes and links between

labour markets. There is a threat, however, that not all regions will equally profit from such a

closer cooperation, since high quality educational institutions are clustered in certain areas.

5.1.4 Main Challenge and Needs

Table 5.4: SWOT Analysis Overall Challenges and Needs

Strengths

Weaknesses

Opportunities

Threats

Smart growth

Strong, innovative
and competitive
business environ-
ment with high
growth rates and
strong ties be-
tween regions.

Regional differ-
ences in economic
activity, entrepre-
neurship and inno-
vation potential

Blue, green and
silver economies
offer business
opportunities

Strong links be-
tween the regions
and different sec-
tors offer opportu-
nities for synergies
and cooperation

Population decline,
ageing and re-
gional mismatches
between skills and
jobs

Sustainable
growth

Large range of
renowned heritage
sites and well-
developed trans-
port system

Continuing de-
pendency on fossil
fuels in many
transport sectors
Accessibility chal-
lenges for rural
regions
Environmental
status of the Baltic
Sea

Green and blue
economies and
sustainable tour-
ism offer joint
business potentials

Decreases in de-
mand may further
challenge sustain-
ability of transport
networks in rural
areas

Environmental
challenges (espe-
cially concerning
the Baltic Sea)
require coordi-
nated action which
are difficult to
achieve

Inclusive growth

Share of people
with tertiary edu-
cation is high and
CB region has top-
level universities

Involvement rates
of adults in educa-
tion differ across
the CB region
Youth unemploy-
ment is high in
some regions

Long migration
histories provide
preconditions for
further integration
of CB education
and labour markets

Regional differ-
ences in availabil-
ity of high quality
education institu-
tions

The above table summarizes the main strengths, weaknesses, opportunities and threats in
each strategy pillar. The region can draw from a strong economy, a range of outstanding
natural resources and a highly educated population. Regional differences in accessibility,
economic potential and population density provide challenges. The blue, green and silver
economy as well as the development of sustainable tourism may benefit rural areas and help
to reduce some of these disparities. This potential may, however, be threatened by population

decline, ageing and brain drain from certain areas.
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Strengths

The Central Baltic programme area has recovered well from the European debt crisis and is
currently experiencing high growth and robust employment. This growth has been sustained
by low interest rates, domestic demand and successful cooperation across the Baltic Sea
Region. A highly educated population also gives this region an advantage when it comes to
innovation, entrepreneurship and the introduction of new technologies. The rich scenery, mul-
tifaceted natural and cultural heritage sites offer business opportunities while strong transport

connections facilitate cooperation across borders (see Ketels, Pedersen and Olsson 2017).

Weaknesses

Rural, remote and isolated areas in the Central Baltic programme area continue to lag behind
metropolitan areas when it comes to economic development, employment rates, entrepre-
neurship and innovation potential. These regional disparities are partly driven by demographic
differences and differences in accessibility and quality of transport (Rispling et al. 2016). Pol-
lution remains high in parts of the Central Baltic area. The Baltic Sea in particular continues to
be challenged by eutrophication, caused by high levels of shipping, industry, agriculture and
municipal sewage. Car travel continues to account for a large share of all passenger trips in
the Baltic Sea region. A shift to more sustainable transport modes is necessary to meet envi-

ronmental goals on emissions and air quality (Rispling et al. 2016).

Opportunities

The blue, green and silver economies as well as sustainable tourism offer interesting busi-
ness opportunities for the Central Baltic programme area. Strong links between the regions
and across sectors offer potentials for synergies, knowledge sharing and cooperation that
also more rural and remote areas could profit from. The programme area also has good con-
ditions for regional cluster development and further development of links between R&D and
businesses. Strong links between the Central Baltic countries and long migration histories
also offer good opportunities to further integrate education and labour markets for a better
alignment of jobs and skills and a reduction of social exclusion. A focus could also be set on
increasing participation rates in lifelong learning programmes and developing entrepreneurial

attitudes in the population already at young ages (Alamets and Plesanova 2013).

Threats

As in other parts of Europe, the population in the Central Baltic programme area is expected
to age during the coming years, and in many rural and remote regions, the population is also
expected to decline (Alamets and Plesanova 2013). These demographic trends have a range
of implications. For instance, declining population numbers may lead to a shortage of labour
force in certain areas and/or sectors and to a reduction in demand for public transport, making
it difficult to uphold transport networks in remote areas (Rispling et al. 2016). Population age-
ing could impact consumption, entrepreneurial activities and innovation capacities. In addition
to demographic trends, the introduction of new technologies and changing patterns of global-

isation may influence employment, environment and social cohesion in the Central Baltic
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programme area. The nature of these developments and their potential impacts are, however,

not yet fully understood (see Ketels, Pedersen and Olsson 2017, B6hme et al. 2016).

Climate change may have severe impacts on the Central Baltic environment, but also on the
economy. These challenges require coordinated action across borders and regions, but this
may be difficult to achieve in practice. Shipping transport on the Baltic Sea is expected to
increase further in the future. This needs to be closely monitored to ensure that increased
traffic does not counteract environmental goals (especially with regard to pollution levels in
the Baltic Sea).
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1 Introduction

The delivery of Territorial Evidence Reports represents one of the main outputs of this project.
Those reports intend to go beyond the provision of input to policy processes and thoroughly
present comparable evidences and key territorial development trends from a forward-thinking
perspective. The underlying logic of developing such an evidence-informed document dove-
tails the need for scientific information providing, to the extent possible, an unambiguous un-
guestionable basis for policy intervention. The territorial evidence reports are accordingly
meant to present a comprehensive framework supporting the development of an interactive

relationship between evidence and policy.

The territorial Evidence Reports are produced for the twelve INTERREG A and B pro-
grammes, which are participating in the ESPON Territorial Evidence Support for ETC Pro-

grammes Project. The 12 Programmes are presented in the textbox below.

INTERREG B Mediterranean INTERREG A Austria-Czech Republic
INTERREG B South-West Europe INTERREG A Deutschland-Nederland
INTERREG A Italy-Croatia INTERREG A Central Baltic

INTERREG A Italy-Austria INTERREG A South Baltic
INTERREG B North-West Europe INTERREG A Sweden-Denmark-Norway
INTERREG B Central Europe INTERREG A Two Seas Programme

The reports focus on the scrutiny of each territories’ characteristics, illustrated by their se-
lected thematic priorities, specific programme objectives and indicators, to better identify,
target and depict the territories’ specificities. As such, Territorial Evidence Reports have a
common structure that allows characterising programme areas in a comparable way. Fur-
thermore, the evidence gathered in the reports also aims to capture the specificities of each

programme area.
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2 Baseline Assessment and Territorial Characterisation

2.1 Context and programme area description

Geographical location & territorial characteristics: Covering an area of over 1 million square
km the Interreg CENTRAL EUROPE Programme is home to about 146 million people. A de-
tailed territorial analysis of the central Europe area was carried out in 2012, showing that the
programme area is highly heterogeneous in geographical terms as well as in economic and
social terms. (p. 5) The central Europe area is characterised by a significantly uneven distri-
bution of economic strength, which is rooted in the historical economic development (east-
west divide) as

well as in struc- Map 2.1: Location of the area of INTERREG CENTRAL EUROPE

tural differences
between regions
(urban and in-
dustrialised ar-
eas vs. rural and
peripheral ar-
eas). Research
and develop-
ment (R&D) as
well as invest-
ments are con-
centrated in few,
mostly urban

growth poles

including capital
) Source: INTERREG CENTRAL EUROPE Programme, 2014

city agglomera-

tions like War-

saw, Prague, Berlin, Vienna, and Budapest (...). As a consequence, rural and peripheral ar-

eas often show a lower competitiveness combined with significant brain-drain. The level of

skills and knowledge in these regions suffers accordingly. [Interreg CENTRAL EUROPE Co-

operation Programme p. 6]

Countries involved, total budget, Funds: Nine EU Member States cooperate in the Pro-
gramme, including all regions from Austria, Croatia, the Czech Republic, Hungary, Poland,
Slovakia and Slovenia, as well as eight Lander from Germany and nine regions from Italyl. In

total, the programme area is made up of 76 statistical NUTS 2 regions.

1 AT Austria/OSTERREICH (Burgenland, Niederdsterreich, Wien, Karnten, Steiermark, Oberdsterreich,
Salzburg, Tirol, Vorarlberg); CZ Czech Republic/CESKA REPUBLIKA (Praha, Stredni Cechy,
Jihozapad, Severozapad, Severovychod, Jihovychod, Stfedni Morava, Moravskoslezsko); DE Germa-
ny/DEUTSCHLAND (Freiburg, Stuttgart, Karlsruhe, Tibingen, Oberbayern, Niederbayern, Oberpfalz,
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The budget for the Programme is allocated through the European Regional Development
Fund. EU budget is € 231,786,426.00 (including technical assistance: € 246,581,112.00); total
budget is: € 279,260,535.00 (including technical assistance: € 298,987,026.00). [keep.eu]

2.2 Contribution to EU 2020 strategy & situation in the programme area

With the objective of supporting economic, social and territorial cohesion, the overall goal of
the Interreg CENTRAL EUROPE Programme is defined as “Cooperating beyond borders in
central Europe to make our cities and regions better places to live and work.” The overall
programme goal is further detailed in the following technical description: “Transnational coop-
eration in central Europe is the catalyst for implementing smart solutions answering to re-
gional challenges in the fields of innovation, low-carbon economy, environment, culture and
transport. It builds regional capacities following an integrated bottom-up approach involving

and coordinating relevant actors from all governance levels.”

Strengthening capacities is related to creating an enabling environment through improved:

¢ policy frameworks as well as legal and economic frameworks
¢ institutional and human resources development
e managerial systems

The specific characteristics of the transnational cooperation programme (CP) Interreg CEN-
TRAL EUROPE is taking into account common challenges and needs shared by most or all
regions involved in the programme area and can thus contribute better to social, economic
and territorial cohesion than national endeavours alone. The programme strategy seeks to
reduce barriers of development by promoting sustainable and integrated territorial ap-
proaches. It aims to strengthen existing or to make use of yet untapped potentials to support
territorial integration, which will ultimately result in smart, sustainable and inclusive growth
directly contributing to the Europe 2020 goals:

e TO 1: Strengthening research, technological development and innovation

e TO 4: Supporting the shift towards a low-carbon economy in all sectors

e TO 6: Preserving and protecting the environment and promoting resource efficiency

e TO 7: Promoting sustainable transport and removing bottlenecks in key network infra-
structures

[Interreg CENTRAL EUROPE Cooperation Programme p.12]

Oberfranken, Mittelfranken, Unterfranken, Schwaben, Berlin, Brandenburg, Mecklenburg-Vorpommern,
Dresden, Chemnitz, Leipzig, Sachsen-Anhalt, Thiringen); HR Croatia/lHRVATSKA (Jadranska
Hrvatska, Kontinentalna Hrvatska); HU Hungary/MAGYARORSZAG (K6zép-Magyarorszag, Kdzép-
Dunéntdl, Nyugat-Dunantul, Dél-Dunantul, Eszak-Magyarorszag, Eszak-Alféld, Dél-Alfold; IT Ita-
ly/ITALIA (Piemonte, Valle d'Aosta/Vallée d'Aoste, Liguria, Lombardia, Provincia Autonoma di Bolza-
no/Bozen, Provincia Autonoma di Trento, Veneto, Friuli-Venezia Giulia, Emilia-Romagna); PL
Poland/POLSKA (Lédzkie, Mazowieckie, Matopolskie, Slqskie, Lubelskie, Podkarpackie,
Swietokrzyskie, Podlaskie, Wielkopolskie, Zachodniopomorskie, Lubuskie, Dolnoslgskie, Opolskie,
Kujawsko-pomorskie, Warminsko-mazurskie, Pomorskie); S| Slovenia/SLOVENIJA (Vzhodna Slovenija,
Zahodna Slovenija); SK Slovakia/SLOVENSKO (Bratislavsky kraj, Zapadné Slovensko, Stredné
Slovensko, Vychodné Slovensko)
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The overall programme strategy is formulated in direct response to the EU 2020 strategy of
smart, sustainable and inclusive growth. Expected impacts:

e Smart Growth: to improve sustainable linkages among actors of the innovation systems
for strengthening regional innovation capacity and to improve skills and entrepreneurial
competences for advancing economic and social innovation; the programme will contrib-
ute to a more inclusive and cohesive development by means of stimulating activities (in
the fields of accessibility, knowledge and skills, social innovation etc.) that address the
needs of disadvantaged groups in order to allow them to better integrate into the labour
market. This will facilitate their full participation in society as well as social inclusion and
foster the integration of people facing particular difficulties on the labour market, such as
older workers, people with disabilities, minorities etc. as laid down in the EU green paper
on equality and non-discrimination

e Sustainable Growth: To develop and implement solutions for increasing energy effi-
ciency and renewable energy usage in public infrastructures; to improve territorially
based low-carbon energy planning strategies and policies supporting climate change
mitigation ; to improve capacities for mobility planning in functional urban areas to lower
CO, emissions; the programme will direct investments towards the most resource-
efficient and sustainable options, avoid investments that may have a significant negative
environmental or climate impact and to support actions to mitigate any remaining nega-
tive effects, take a long-term perspective when “life-cycle” costs of alternative options for
investment are compared and encourage the use of green public procurement; the pro-
gramme aims at Including environmental criteria in procurement procedures (e.g. green
procurement procedures), giving preference to environmentally-friendly mobility options
for short travel distances; adopting to the possible extent measures for the organisation
and implementation of conferences and events in a sustainable way (e.g. reducing print-
ing and using recyclable materials, using video conference facilities); considering re-
source efficiency and the use of renewable energy to the possible extent, making use of
regional supply chains (reducing supply chain length and CO, emissions)

¢ Inclusive Growth: The programme will be Integrating equal participation of women and
men and actively promoting gender mainstreaming

[Interreg CENTRAL EUROPE Cooperation Programme pp.115-118]

2.3 Overview needs and challenges

The Programme indicates 4 Thematic Objectives (TO);

¢ TOL1: Strengthening research, technological development and innovation. Challenges for
this objective: concentration of R&D on a few growth poles, low level of R&D activities in
rural/peripheral regions, brain drain occurrences and deterioration of competitiveness
and risk of unemployment, on-going labour market transformation. Disparities in educa-
tion and employment. Needs addressed: improved framework for innovation, economic
specialisation based on regional potentials, enhanced technology transfer between re-
search, education and business, improved skills and knowledge in the field of innovation
throughout central Europe, stronger links and networks between regions and innovation
actors.

e TO4: Supporting the shift towards a low-carbon economy in all sectors. Challenges for
this objective: high dependency on fossil fuels, low gross inland consumption of renew-
able energy, still increasing energy consumption, inefficient energy use especially in the
housing and the public sector, not efficiently exploited potential of renewable energy.
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Needs addressed: improved energy efficiency in all sectors (public and private), reduced
increase of the energy consumption, increased use of the existing renewable energy po-
tentials.

e TOG6: Protecting the environment and promoting resource efficiency. Challenges for this
objective: natural/semi-natural environment under pressure, natural and cultural heritage
endangered through unsustainable use air, water and soil pollution, conflicting land use,
high level of land consumption & fragmentation, urban sprawl. Needs addressed: careful
use of natural and cultural heritage and resources while maintaining an intact environ-
ment, improved quality of life in urban areas, reduced land consumption & prevention of
further landscape fragmentation.

e TO7: Promoting sustainable transport and removing bottlenecks in key network infra-
structures. Challenges for this objective: low accessibility of peripheral regions, new MS
transport systems suffer from reduced public transport services, stronger reliance on in-
dividual transport leading to social and environmental problems, exhausted public trans-
port infrastructure capacity. Needs addressed: tackle regional accessibility disparities,
improve accessibility of cities & regions outside the metropolitan areas and TEN-T corri-
dors, promote environmentally friendly and intelligent public transport systems, focusing
on public transport & multi-modal transport systems.

[Interreg CENTRAL EUROPE Programme: Annex 04: Table on the justification for selection

or non-selection of thematic objectives]

2.4 Overview on the selected Thematic Objectives, Priority Axis,
Investment priority, specific objectives

Specific objective 1.1: To improve sustainable linkages among actors of the innovation sys-
tems and strengthening regional innovation capacity in Central Europe

Priority Axis 1: Strengthening research, technological development and innovation (TOL1,
IP1b)

o Brief justification: There is an uneven distribution of R&D activities over central Europe,
significant R&D activities in urban and intermediate regions serve as seed-bed and an-
chor of innovation in central Europe. There is a high potential for mobilisation of syner-
gies between business and research and investments in product and process innova-
tions but linkages are not sufficiently established. The better linkage of advanced regions
will support the competitiveness of transnational and regional clusters in central Europe
against changes in world market conditions and the inclusion of horizontal challenges
(e.g. globalisation, gender issues). The improvement of framework conditions for R&D
and innovation will support the characteristics of the CENTRAL EUROPE programme
area being a potential destination for foreign investments and capital flows. The fostering
of links between business and research increases competitiveness and decreases the
risk of brain drain in the CENTRAL EUROPE programme area. The improvement of
skills and knowledge of human capital and of entrepreneurs is an important factor for in-
creased innovation capacity in the CENTRAL EUROPE programme area.

e Main change sought: Increased and more sustainable linkages of actors in the innova-
tion systems achieved through transnational cooperation strengthening the innovation
capacity within the central European regions.

e Expected activities: To improve sustainable linkages among actors of the innovation sys-
tems for strengthening regional innovation capacity in central Europe.
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o Beneficiaries: all legal personalities that can contribute to increasing economic and so-
cial innovation and entrepreneurial capacity. They comprise amongst others: local, re-
gional and national public authorities, regional development agencies, chambers of
commerce, enterprises (including SMEs), cluster organisations, universities, associa-
tions, technology transfer institutions, research institutions, centres of R&D excellence,
NGOs, innovation agencies, business incubators, cluster management bodies, financing
institutions, education and training organisations as well as social partners and labour-
market institutions.

Specific objective 1.2: To improve skills and entrepreneurial competences for advancing eco-
nomic and social innovation in central European regions

Priority Axis 1: Strengthening research, technological development and innovation (TO1,
IP1b)

o Brief justification: The promotion of innovation potentials in rural regions encourages im-
pulses for a sustainable and balanced territorial development and will foster economic
and social cohesion. The promotion of skills and competences in peripheral and shrink-
ing regions — being targeted from long-term (demographic) transformation processes —
may reduce the increasing lagging behind of peripheral, badly accessible regions. Fos-
tering additional knowledge and skills in the field of economic and social innovation (with
a specific focus on SMESs) will increase the entrepreneurial spirit within the regions and
improve the endogenous economic potential thus reducing out-migration in peripheral
regions.

¢ Main change sought: Improved capacities of the private and public sector for skills de-
velopment of employees and entrepreneurial competences achieved through transna-
tional cooperation driving economic and social innovation in central European regions.

e Expected activities: To improve skills and entrepreneurial competences for advancing
economic and social innovation in central European regions.

e Beneficiaries: see SO 1.1

Specific objective 2.1: To develop and implement solutions for increasing energy efficiency
and renewable energy usage in public infrastructures
Priority Axis 2: Environment and Resources (TO 4, IP4c)

o Brief justification: There is a need for increase of renewable energy production, espe-
cially in eastern central Europe. Efficient use of energy can contribute to decreasing cen-
tral Europe’s energy import dependence and mitigating climate change. The promotion
of endogenous resources and energy technologies is a high potential but capacities are
often limited. The sectors housing, public services and transport are among the biggest
energy consumers — especially in urban areas. Their energy use is still wasteful in many
regions in central Europe. Potential new green jobs contribute to increase the competi-
tiveness of regions and to reduce unemployment. The implementation of low-carbon
strategies supports the reductions of greenhouse gas emissions and of central Europe’s
existing dependency on fossil energy.

e Main change sought: Improved capacities of the public sector and related entities for in-
creased energy efficiency and renewable energy use of public infrastructure in central
Europe achieved through transnational cooperation.

e Expected activities: To develop and implement solutions for increasing energy efficiency
and renewable energy usage in public infrastructures.

e Beneficiaries: actors that can contribute to an increase of energy efficiency of public in-
frastructures. They comprise among others local, regional and national public authorities
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and related entities, regional development agencies, energy suppliers, energy manage-
ment institutions and enterprises, the construction sector, regional associations, regional
innovation agencies, NGOs, financing institutions, education and training centres as well
as universities and research institutes.

Specific objective 2.2: To improve territorially based low-carbon energy planning strategies
and policies supporting climate change mitigation
Priority Axis 2: Environment and Resources (TO 4, IP4e)

¢ Brief justification: The use of available knowledge on renewable energy of some central
European regions is a great potential for lagging regions. There is the need for increas-
ing the capacity of the public sector for energy efficiency measures.

e Main change sought: Improved capacities of the public sector and related entities for ter-
ritorially based low carbon energy planning and policies in central European regions
achieved through transnational cooperation.

e Expected activities: To improve territorially based low-carbon energy planning strategies
and policies supporting climate change mitigation.

o Beneficiaries: all legal personalities that can contribute to improved energy and low-
carbon mobility planning. They comprise among others local, regional and national pub-
lic authorities, regional development agencies, energy operators, energy management
institutions, enterprises including SMEs, public transport operators,associations, innova-
tion agencies, NGOs, financing institutions, education and training organisations as well
as universities and research institutes.

Specific objective 2.3: To improve capacity for mobility planning in functional urban areas to
lower CO, emissions
Priority Axis 2: Environment and Resources (TO 4, IP4e)

o Brief justification: Promoting more environment friendly and sustainable low-CO, urban
transport systems contributes to tackle air quality problems (including high concentra-
tions of particulate matters and ozone) and fosters the regional quality of life as well as
economic conditions especially around urban nodes.

e Main change sought: Improved capacities of the public sector and related entities for low
carbon mobility planning in central Europe’s functional urban areas achieved through
transnational cooperation.

e Expected activities: To improve capacities for mobility planning in functional urban areas
to lower CO, emissions.

o Beneficiaries: see SO 2.2.

Specific objective 3.1: To improve integrated environmental management capacities for the
protection and sustainable use of natural heritage and resources
Priority Axis 3: Human resources development (TO6, IP6c)

o Brief justification: The richness of central Europe’s natural and cultural resources needs
to be preserved and their management improved. The sustainable use of natural and
cultural resources serves as important location factor but they are often not sufficiently
used.

e Main change sought: Improved integrated environmental management capacities of the
public sector and related entities for the sustainable use of natural heritage and re-
sources in central Europe achieved through transnational cooperation.

o Expected activities: To improve integrated environmental management capacities for the
protection and sustainable use of natural heritage and resources.

ESPON | TEVI — Territorial Evidence Support for European Territorial Cooperation 7
Programmes | territorial evidence report



o Beneficiaries: all legal personalities that can contribute to an improved management and
sustainable use of natural and cultural heritage and resources. They comprise among
others local, regional and national public authorities, regional development agencies, en-
terprises (in particular SMEs within the cultural and creative industry as well as the envi-
ronmental sector), associations, regional innovation agencies, special interest groups,
NGOs, financing institutions, education and training organisations as well as universities
and research institutes.

Specific objective 3.2: To improve capacities for the sustainable use of cultural heritage and
resources
Priority Axis 3: Human resources development (TOB6, IP6c)

e Brief justification: Transnational cooperation can help to coordinate sustainable man-
agement of natural and cultural resources. Natural and cultural heritage sites are not suf-
ficiently linked. Pressures on natural and cultural resources endanger the use potentials.

e Main change sought: Improved capacities of the public and private sector and related
entities for the sustainable use of cultural heritage and resources in central Europe
achieved through transnational cooperation.

e Expected activities: To improve capacities for the sustainable use of cultural heritage
and resources.

e Beneficiaries: see SO 3.1

Specific objective 3.3: To improve environmental management of functional urban areas to
make them more livable places
Priority Axis 3: Human resources development (TOB6, IP6e)

o Brief justification: The environmental challenges of air, water and soil pollution, climate,
land consumption and land use conflicts and negative spill-over effects in agglomeration
areas are development barriers. Negative external effects of urban areas (agglomeration
disadvantages, resulting in e.g. low air quality, etc.) are a major challenge for central.

e Main change sought: Improved integrated environmental management capacities of the
public sector and related entities in central Europe’s functional urban areas achieved
through transnational cooperation for making them more liveable places.

e Expected activities: To improve environmental management of functional urban areas to
make them more livable places.

o Beneficiaries: all legal personalities that can contribute to improved environmental man-
agement of functional urban areas. They comprise among others local, regional and na-
tional public authorities, regional development agencies, enterprises, environmental fa-
cilities and infrastructure operators and owners, associations, regional innovation agen-
cies, special interest groups, NGOs, financing institutions, education and training organi-
sations as well as universities and research institutes.

Specific objective 4.1: To improve planning and coordination of regional passenger transport
systems for better connections to national and European transport networks
Priority Axis 4: Sustainable networks and institutional cooperation (TO7, IP7b)

o Brief justification: Weak regional and local accessibility exists outside of central Europe’s
agglomerations. There is a notable accessibility gap between peripheral rural regions
and economic centres and to the TEN-T network Disparities in multimodal accessibility
lower the competitiveness of many regions in central Europe. The promotion of the qual-
ity of rural-urban connections (as well as regiopolises and surrounding areas) may re-
duce the gap between peripheral areas and centres. Better regional accessibility con-
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tributes to increase the involvement of peripheral, regions into the development process
and to reduce regional shrinkage.

e Main change sought: Improved and coordinated planning capacities of the public sector
and related entities for regional passenger transport systems in central Europe linked to
national and European transport networks achieved through transnational cooperation.

e Expected activities: To improve planning and coordination of regional passenger trans-
port systems for better connections to national and European transport networks.

¢ Beneficiaries: all legal personalities that can contribute to improved regional passenger
transport. They comprise among others local, regional and national public authorities,
regional development agencies, enterprises, public transport operators, infrastructure
providers, regional associations, regional innovation agencies, NGOs, financing institu-
tions, education and training organisations as well as universities and research insti-
tutes.

Specific objective 4.2: To improve coordination among freight transport stakeholders for in-
creasing multimodal environmentally-friendly freight solution
Priority Axis 4: Sustainable networks and institutional cooperation (TO7, IP7c)

e Brief justification: The implementation of environment-friendly and low-carbon freight
transport systems and logistics will contribute to the 2020 targets of reduction of green-
house gas emissions and increase in energy efficiency. Increasing transport volumes re-
inforce the need for environmental-friendly and low-carbon freight transport systems.
Disparities exist in multimodal accessibility for freight transport in central Europe

¢ Main change sought: Improved coordination among freight transport stakeholders for in-
creasing multimodal environment-friendly freight solutions in central Europe achieved
through transnational cooperation.

e Expected activities: To improve coordination among freight transport stakeholders for in-
creasing multimodal environmentally-friendly freight solutions.

o Beneficiaries: all legal personalities that can contribute to improving freight transport.
They comprise among others local, regional and national public authorities, regional de-
velopment agencies, enterprises, transport operators including operators of multimodal
logistics hubs, infrastructure providers, transport associations, regional innovation agen-
cies, NGOs, financing institutions, education and training organisations as well as uni-
versities and research institutes.

Programme coordination and synergies with the ESI Funds and other EU instruments

ESI Funds: the programme has potential for facilitating the implementation of national and
regional programmes supported by the ERDF, ESF, Cohesion Fund, EAFRD and EMFF by
allowing stakeholders to tackle common challenges and needs beyond administrative bor-
ders. Coordination and complementarity with other ESI funds is key, especially in terms of
investment planning and preparation which can be accomplished at regional and local levels
based on operations supported by the Interreg CENTRAL EUROPE Programme. Already in
the 2007-2013 period transnational cooperation operations demonstrated their ability to pre-
pare ground for medium to large-scale investments, not only in terms of development of tech-
nical specifications for investments but also in terms of building knowledge and capacity, mo-
bilising critical mass as well as creating and strengthening ownership. Regarding coordination
with other ESI funds, special attention will be given to the possibility of coordination with other

programmes of the European Territorial Cooperation (ETC) objective. In this regard the Inter-
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reg CENTRAL EUROPE Programme will seek exchanges with the managing authorities of

other, geographically overlapping ETC programmes.

Other Union instruments: coordination between ETC programmes and other Union instru-
ments has the potential to raise the impact of Union policies at national and regional level
supporting local, regional and national investments that effectively contribute to the Europe
2020 strategy. (Horizon 2020, COSME, LIFE, TEN-T, Connecting Europe Facility, Creative

Europe and Erasmus)

ENI and IPA: the programme will seek coordination with the external policy instruments of the
European Union: the Pre-Accession Instrument (IPA) and the European Neighbourhood In-
strument (ENI). Even if the programme does not benefit of IPA and ENI funding, spreading
and following up on outputs and results of Interreg CENTRAL EUROPE operations in border-
ing candidate countries and non-European countries could contribute both to their accession
process (applicable to Serbia, Montenegro and Boshia Herzegovina) and to a harmonious

neighbourhood (applicable to Ukraine and Belarus).

Relevant national funding instruments: transnational operations supported by the programme
have the potential to improve the implementation of national, regional and local policies and of
the related funding instruments. In this respect, potentials for coordination and complementar-
ity can be seen in preparing investment to be realised with national funding, as well as in ap-
plying national incentives in the thematic sectors addressed by the programme (e.g. de-
taxation of expenditure and other incentive mechanisms applied at national level for R&D
initiatives by enterprises and/or for energy efficiency and renewable energy usage interven-

tions of enterprises and households).

EIB: Preparation of large-scale investment represents a relevant share of outputs delivered by
operations within the Interreg CENTRAL EUROPE Programme. Transnational cooperation
can therefore contribute to making results of operations ready for benefitting of instruments of
the European Investment Bank (EIB), both in terms of technical preparation and execution of
large-scale investment (i.e. make them “bankable”). (E.g. JASPERS, JESSICA, ELENA,
JEREMIE)
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3 Indicators

3.1 |Initial result and output indicators used in assessment

The definition of reliable result indicators for INTERREG policies must be based on a set of
objective criteria, able to overcome all the potential issues arising in this process. Figure 3.1
shows the conceptual framework developed by Politecnico di Milano within the Territorial
Evidence project in order to guide policy makers in the identification of appropriate result indi-

cators.?

Figure 3.1: The logical model of public intervention and the criteria for the definition of appropriate result
indicators

Cross border/

Society Problem transnational impact

Policy Result
output

Public
intervention

1. Rationale
issues for
objectives

2. Definitional Relevance Unbiasedness
issues for result
indicators Coherence

3. Measurement
issues for result
indicators

Measurability

Source: adapted from Osuna et al. (2000)

The public intervention requires some logical steps, namely:

¢ the identification of the problem, on which the objectives of the public intervention focus;
¢ the policy tools for the implementation of specific actions to solve the problem;
¢ the identification of specific outputs (i.e. the specific actions) which, in turn, will lead to
e results, meant as the contribution of the policy to the achievement of the objectives de-
fined.
Result indicators are those indicators measuring project results relative to project objectives,
as they monitor the progress towards the explicit targets defined in the beginning of the logi-

cal chain (Mosse and Sontheimer, 1996).

The first step is to take into consideration rational issues for the identification of objectives
that motivates the policy action.® In other words, these issues are preliminary to the definition
of result indicators but, nevertheless, fundamental for their identification:

e the project objectives have to be defined in a clear and unambiguous way, fitting prop-
erly the problem they are related to. If this is not the case, it would not be possible to

2 This framework was discussed in details in section 2.2 of the Inception Report.

8 Examples of rational issues on the proposed results indicators in the 12 INTERREG Programmes are
presented in section 2.2.2.
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meaningfully measure the progress towards the targets of the policy, since the targets
themselves would not be clear. The first issue in the identification of appropriate result
indicators is defined as the rationality of the policy objective (Figure 2). Rationality
measures the level of understanding, transparency and accurateness of the policy objec-
tives relative to the societal problem addressed;

¢ the objectives have to have a clear focus on territorial cooperation, i.e. it must be evident
that the INTERREG Programme is not just a substitute for a policy of any other kind (ei-
ther regional or national) but, rather, its goal is strictly focused on a cross-border territo-
rial dimension.

The second step is the definitional issues for results indicators*:

¢ result indicators must be fully consistent with the objectives of the policy, as they have to
correctly measure the targets set by the public intervention. In other words, there is an
issue of coherence linking objectives and result indicators (Figure 3.1): if a mismatch
arises between these two elements, the monitoring of the policy achievements would be
flawed and arbitrary;

e at the same time, it is important for the result indicators to capture a result of the project,
rather than an output. The difference between outputs and results must be made explicit,
in order to avoid confusion between the two concepts. Outputs are the products gener-
ated by the policy in order to achieve certain results. In this sense, the output is not the
final goal of the policy, but rather the mean through which the policy objective is pursued
(OECD, 2009). The results, on the other hand, represent the extent to which the objec-
tive of a policy has been achieved. For instance, a transportation policy could involve the
investment of some funds (tools) for the building of a new highway (output) in order to
decrease travel time of commuters (result). A policy for unemployed people could invest
public resources (tools) for the organization of training courses (output) which will make
it easier the reintegration in the job market (result). The relevance of result indicators
(Figure 3.1) measures the extent to which the indicator is capturing a result rather than
an output;

¢ the last logical link in Figure 3.1 links the results of the policy to its impact on the society
(Hempel and Fiala, 2011). The policy impact is defined by the long-term effects on spe-
cific dimension of well-being and living standards of the population targeted by the policy
(McCann and Ortega-Argilés, 2015). These long-term effects depend on a variety of dif-
ferent factors, most of them not under the control of the policy maker (World Bank,
2004). The policy results, on the other hand, are short or medium-term effects, directly
resulting from the outputs generated by the policy. In other words, the causal link be-
tween policy results and impacts is not as evident as the one between outputs and re-
sults. It is therefore extremely important, for the result indicators, to capture the net effect
of the policy actions on the defined targets, obtained when the result is free from, and
unbiased with respect to, other on-going actions and processes.

If rationality and the focus on territorial cooperation represent the prerequisites for the defini-
tion of the result indicators, since they relate to the specification of the policy objectives, rele-
vance, coherence and unbiasedness refer to the appropriate definition of result indicators,
and therefore they another conceptual level with respect to rationality and territorial coopera-

tion in the logical framework showed in Figure 3.1.

4 Examples of definitional issues on the proposed results indicators in the 12 INTERREG Programmes
are presented in section 2.2.3.
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Once result indicators are defined in terms of rationality, territorial cooperation, relevance,
coherence and unbiasedness, the logical approach moves to a third level, concerning the
empirical measurement of the indicators and the potential issues involved in this phase
(Figure 3.1).

Moving from the general definition of a result indicator to its empirical measurement implies
some critical issues, entering the problem of measurability.> The criteria have to reflect spe-
cific characteristics that results indicators should have. Results indicators should in fact be:

¢ objective: results have to be measured in an objective way. They have therefore to be as
insensitive as possible to different methodologies and approaches for their collection,
and have to provide a straightforward interpretation of the change occurred. In this
sense, quantitative indicators are preferable to qualitative ones;

e consistent over time: since result indicators should monitor the gradual approach to-
wards the specific targets set by the policy maker, it is important for their empirical
measurement to be regularly available over time, without long time lags (Schumann,
2016).

e comparable: to the broadest extent possible, indicators should allow a comparison with
other policy contexts, so to understand whether the change occurred is more or less
relevant.

e available at affordable prices: since the collection of indicators is a costly procedure, es-
pecially for qualitative data such as surveys and focus groups, the budget devoted to the
measurement phase has to be carefully planned. Whenever possible, without decreas-
ing the quality of indicators, existing data sources should be used for this purpose
(OECD, 2015).

These criteria have been presented, discussed and validated with the stakeholders in the first
round of workshops. In what follows, we will apply the different criteria to the current result
indicators proposed by the 12 INTERREG Programmes, and highlight examples of high or
low quality of the indicators suggested in the programmes according to the different criteria.
This analysis has two goals. First, it will inform about the fulfilment of the different criteria,
pointing out the most relevant issues encountered in the definition of the current result indica-
tors. Second, it will provide useful examples to be included in the guidelines for the policy

makers, making them aware of the potential mistakes to be avoided.

While the assessment of the current result indicators was conducted on the whole set of indi-
cators proposed by the 12 Programmes, in the following lines we will report anonymized ex-
amples of both unsatisfactory and satisfactory indicators. This is due to the objective of the
project not being an evaluation of the Programmes but, rather, the development of a general
approach to the definition of appropriate result indicators that could be applied to any INTER-
REG action.

° Examples of measurable issues on the proposed results indicators in the 12 INTERREG Programmes
are presented in section 2.2.4.
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Thematic objective Specific objective Result indicator Rationality Territorial cooperation Coherence L

1 To improve sustainable linkages among actors of the |Status of linkages among actors of the innovation systems LOW - The result indicator LOW - Suney studies and
innovation systems for strengthening regional achieved through transnational cooperation in central does not capture focus groups are difficult to
innovation capacity in central Europe European regions (Semi-quantitative (Likert scale) see innovation capacity but be replicated (high costs),

in annex 08 in how the stakeholders not comparable with other
document) —> SURVEY + FOCUS GROUP HIGH HIGH perceive it HIGH HIGH areas (lack of data)

1 To improve skills and entrepreneurial competences | Status of capacities of the public and private sector for skills LOW - The result indicator LOW - Suney studies and
for advancing economic and social innovation in of empl and does not capture the focus groups are difficult to
central European regions achieved through transnational cooperation driving economic achievement of the be replicated (high costs),

and social innovation in central European regions (Semi- objective but how the not comparable with other
(Likert scale) see in annex 08 in HIGH HIGH stakeholders perceive it HIGH HIGH areas (lack of data)
document)

4 To develop and implement solutions for increasing Status of capacities of the public sector and related entities [MEDIUM - The social LOW - It is not fully clear LOW - The result indicator LOW - Suney studies and
energy efficiency and renewable energy usage in  |for increased energy eficiency and renewable energy use in |problem is the necessity to_|how territorial cooperation |does not capture the focus groups are difficult to
public infrastructures public infrastructures achieved through transnational reduce renewable energy  [will help achieving this result|achievement of the be replicated (high costs),

cooperation (Semi-quantitative (Likert scale) see consumption and efficient objective but how the not comparable with other
in annex 08 in energy use. The objective is stakeholders perceive it HIGH HIGH areas (lack of data)
document) only partially addressing
this issue.

4 To improve territorially based low-carbon energy Status of capacities of the public sector and related entities [MEDIUM - The social LOW - It is not fully clear LOW - The result indicator LOW - Suney studies and
planning strategies and policies supporting climate  |for territorially based low-carbon energy planning and policies |problem is the necessity to [how territorial cooperation  |does not capture the focus groups are difficult to
change mitigation achieved through renewable energy |will help achieving this result|achievement of the be replicated (high costs),

(Likert scale) see in annex 08 in and efficient objective but how the not comparable with other
programme document) energy use. The objective is stakeholders perceive it HIGH HIGH areas (lack of data)

only partially addressing

this issue.

4 To improve capacities for mobility planning in Status of capacities of the public sector and related entities |MEDIUM - The social LOW - The result indicator LOW - Suney studies and

functional urban areas to lower CO2 emissions for low-carbon mobility planning in functional urban areas  |problem s the necessity to does not capture the focus groups are difficult to
achieved through CO2 emissions. The of the be replicated (high costs),
(Likert scale) see methodology in annex 08 in cooperation  [objective is only partially objective but how the not comparable with other
programme document) addressing this issue. HIGH stakeholders perceive it HIGH HIGH areas (lack of data)

6 To improve integrated envronmental management | Status of integrated emronmental management capacities of |LOW - The social problem |LOW - Itis not fully clear |LOW - The result indicator LOW - Suney studies and
capacities for the protection and sustainable use of ~[the public sector and related entities for the protection and  [is the sustainable how teritorial cooperation  |does not capture the focus groups are difficult to
natural heritage and resources sustainable use of natural heritage and resources achieved  [management of natural will help achieving this resuit|achievement of the be replicated (high costs),

through (Likert ~ [resources. The objective is objective but how the not comparable with other
scale) see methodology in annex 08 in cooperation only partially addressing stakeholders perceive it HIGH HIGH areas (lack of data)
programme document) this issue. In addition, there

is a potential overlapping

with the next objective

6 To improve capacities for the sustainable use of _|Status of capacities of the public and private sector for the |LOW - The social problem LOW - The result indicator LOW - Suney studies and

cultural heritage and resources sustainable use of cultural heritage and resources achieved s the sustainable does not capture the focus groups are difficult to
through (Likert of natural achievement of the be replicated (high costs),
scale) see in annex 08 in resources. The objective is objective but how the not comparable with other
programme document) only partially addressing HIGH stakeholders perceive it HIGH HIGH areas (lack of data)
this issue. In addition, there
is a potential overlapping
with the previous objective

6 To improve environmental management of functional |Status of integrated environmental management capacities of|LOW - The social problem [LOW - Itis not fully clear |LOW - The result indicator LOW - How is "Iability” |LOW - Survey studies and

urban areas to make them more liveable places the public sector and related entities in functional urban is the environmental quality [how terrtorial cooperation |does not capture the defined? Different focus groups are difficult to
areas achieved through transnational cooperation for making |in cities. The objective is  |will help achieving this result [achievement of the stakeholders might hawe a [be replicated (high costs),
them more liveable places (Semi-quantitative (Likert only partially addressing objective but how the HIGH different perception of the | not comparable with other
scale)see methodology in annex 08 in cooperation this issue. stakeholders perceive it issue areas (lack of data)
programme document)

7 To improve planning and coordination of regional | Status of coordinated planning capacities of the public sector |MEDIUM - The social LOW - The result indicator LOW - Suney studies and
passenger transport systems for better connections |and related entities for regional passenger transport systems |problem is the necessity to does not capture the focus groups are difficult to
to national and European transport networks linked to national and European transport networks achieved [increase passengers' achievement of the be replicated (high costs),

through (Likert ilty. The objective HiGH objective but how the HiGH HiGH not comparable with other
scale)see methodology in annex 08 in cooperation is only partially addressing stakeholders perceive it areas (lack of data)
programme document) this issue.

7 To improve coordination among freight transport Status of coordination among freight transport stakeholders  |MEDIUM - The social LOW - The result indicator LOW - Suney studies and
stakeholders for increasing multimodal for increasing multimodal environmentally-friendly freight problem is the necessity to does not capture the focus groups are difficult to
emvironmentally-friendly freight solutions solutions achieved through transnational cooperation (Semi- |reduce pollutant emissions achievement of the be replicated (high costs),

(Likert scale) see as described in  [generated by freight objective but how the. not comparable with other
lannex 08 in cooperation programme document) transport. The objective is HIGH stakeholders perceive it HIGH HIGH areas (lack of data)
only partially addressing
this issue.
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3.2 Proposed Key Territorial Indicators

Table 3.1 provides a list of result indicators using the multicriteria approach discussed above.
The first column of the table shows the specific goal of the policy, while the second one reports
the proposed result indicator. The latter has to be intended as the aggregation of the empirical
measurements of the change in the single indicators listed. The first row of the table is there-
fore fully correspondent to the example described in the present section. The change in the
number of tourists, the variation of seasonality and the change in the number of sites in good

conditions have to be aggregated in one single indicator, according to the policy priorities.

The second and third rows provide other two examples, for which an empirical measurement
has been provided and mapped.6 In the first case (second row) the specific objective consists
in increasing employment and self-employment in microenterprises. The expected results of
these actions can be identified in both an increase of entrepreneurship in the area and a posi-
tive change of the employment in microenterprises. Therefore, a result indicator for this policy
could be represented by the combination of the number of new firms and the change in em-
ployment in enterprises with 1-9 employees. Notice that, in this case, trade-offs between the
achievements of the two different objectives are not likely to occur. The weights associated to
each of these two indicators depend on the priorities of the policy, and whether they are more

oriented towards either the creation of job places or the entrepreneurship promotion.

Table 3.1: Shortlist of proposed result indicators using a multicriteria approach.

Specific objective Proposed result indicator
(as a change in the listed variables)

To improve capacities for the sustainable use of Tourism presences + tourism seasonality + natural

cultural heritage and resources sites in good conditions

Promoting an increased employment in self- Number of new firms (1-9 employees) + number of
employed businesses, micro enterprises and employees in enterprises with 1-9 employees
start-ups

Fostering the innovative potential of the region Patent application in the relevant sectors + trade-
mark applications in the relevant sectors

Increase the applied research and innovation Share of R&D expenditure in % of the regional GDP +
oriented activity in the area number of trademark application + number of patent
applications

To facilitate the implementation of low-carbon, CO, emissions + N,O emissions
energy and climate protection strategies to
reduce GHG emissions

More exports by the companies of the area to Increase in export + share of export towards non
new markets EU/EFTA markets

Improved services of existing small ports to Number of tourists + index of concentration of tourists
improve local and regional mobility and contrib- per port of arrival
ute to tourism development

® The measurement and mapping exercise is purely demonstrative. The period over which the change
of the single indicators has been measured is 2008-2013. The source of the data employed in the
analysis is EUROSTAT. Some regions are missing because no evidence was available for them. The
aggregation rule applied for the empirical examples is the calculation of the arithmetic mean of the indi-
cators.
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Specific objective Proposed result indicator
(as a change in the listed variables)

More people benefiting from stronger communi- Composite indicator of indexes of social inclusion (:
ties in the area people under poverty threshold, long-term unem-
ployment rate, etc.)

Increase the development of social innovation Number of IP + households with access to internet +
applications in order to make more efficient and households with access to broadband connection +
effective local services to address the key socie- households who use internet for interactions with the

tal challenges in the area PA

Improve the quality, safety and environmental  Goods transported by sea + average age of the ships
sustainability of marine and coastal transport + number of accidents

services and nodes by promoting multimodality

in the area

Make natural and cultural heritage a leverage Number of tourists + seasonality in tourism
for sustainable and more balanced territorial
development

The third row of Table 3.1 reports an example of a policy aimed at fostering the innovative
potential of the region. In this case, the objective consists in the creation of knowledge and
innovation in the Programme area. Since innovative products may take different forms, a
single indicator would probably be biased, taking into account only one of them. For this rea-
son, the proposed result indicator is represented by the combination of the variation in both
patent and trademark applications. Again, the way in which these two indicators are aggre-

gated depends on the priorities of the Programme, and on the focus of the policy action.

Going one step further from the assessment conducted under 3.1 and the shortlisted result
indicators presented in the preceding paragraphs, synthetic result indicators are presented in
the table below. These indicators stem from the gaps identified in the assessment of the indi-
vidual result indicators used by the programme vis-a-vis the overarching ETC intervention

logics.
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Programme .ETG Thémétlc Specific objective Result indicator Measurabilty Proposed result indicator

objective objective

Central Europe (1) 1 To improve sustainable linkages among Status of linkages among actors of the innovation systems achieved through |LOW - Survey studies and focus groups  |Number of scientific products (patents,
actors of the innovation systems for transnational cooperation in central European regions (Semi-quantitative are difficult to be replicated (high costs), |papers) co-authored by cross-border
strengthening regional innovation capacity in |(Likert scale) see methodology in annex 08 in cooperation programme not comparable with other areas (lack of |actors (to be contolled for other
central Europe document) —> SURVEY + FOOUS GROUP data) influencial factors through DID)

Central Europe (2) 1 To improve skills and entrepreneurial Status of capacities of the public and private sector for skills development of |LOW - Survey studies and focus groups | Synthetic indicator: number of start ups
competences for advancing economic and employees and entrepreneurial competences achieved through transnational |are difficult to be replicated (high costs), |+ employment in skilled professions
social innovation in central European regions |cooperation driving economic and social innovation in central European not comparable with other areas (lack of

regions (Semi-quantitative (Likert scale) see methodology in annex 08 in data)
cooperation programme document)

Central Europe (3) 4 To develop and implement solutions for Status of capacities of the public sector and related entities for increased LOW - Survey studies and focus groups | Energy consumption in public buildings
increasing energy efficiency and renewable |energy efficiency and renewable energy use in public infrastructures are difficult to be replicated (high costs), |(kWh/ m2) (to be contolled for other
energy usage in public infrastructures achieved through transnational cooperation (Semi-quantitative (Likert scale) [not comparable with other areas (lack of |influencial factors through DID)

see methodology in annex 08 in cooperation programme document) data)

Central Europe (5) 4 To improve capacities for mobility planning  |Status of capacities of the public sector and related entities for low-carbon LOW - Survey studies and focus groups | Amount of CO2 emissions (source: OECD)
in functional urban areas to lower CO2 mobility planning in functional urban areas achieved through transnational |are difficult to be replicated (high costs), |(to be contolled for other influencial
emissions cooperation (Semi-quantitative (Likert scale) see methodology in annex 08 in |not comparable with other areas (lack of |factors through DID)

cooperation programme document) data)

Central Europe (6) 6 To improve integrated environmental Status of integrated environmental management capacities of the public LOW - Survey studies and focus groups | Per capita number of Natura 2000 sites
management capacities for the protection sector and related entities for the protection and sustainable use of natural  |are difficult to be replicated (high costs),
and sustainable use of natural heritage and |heritage and resources achieved through transnational cooperation (Semi- not comparable with other areas (lack of
resources quantitative (Likert scale) see methodology in annex 08 in cooperation data)

programme document)

Central Europe (7) 6 To improve capacities for the sustainable use | Status of capacities of the public and private sector for the sustainable use of [LOW - Survey studies and focus groups | Synthetic indicator: tourism presences +

of cultural heritage and resources cultural heritage and resources achieved through transnational cooperation |are difficult to be replicated (high costs), |seasonality of tourism + Natural sites in
(Semi-quantitative (Likert scale) see methodology in annex 08 in cooperation [not comparable with other areas (lack of [good conditions
programme document) data)

Central Europe (8) 6 To improve environmental management of ~ [Status of integrated environmental management capacities of the public LOW - Survey studies and focus groups | Level of satisfaction with services of
functional urban areas to make them more [sector and related entities in functional urban areas achieved through are difficult to be replicated (high costs), |general interest in cities (source: Hash
liveable places transnational cooperation for making them more liveable places (Semi- not comparable with other areas (lack of |Eurobarometer) (to be contolled for

quantitative (Likert scale)see methodology in annex 08 in cooperation data) other influencial factors through DID)
programme document)

Central Europe (9) 7 To improve planning and coordination of Status of coordinated planning capacities of the public sector and related LOW - Survey studies and focus groups | Travel time to the nearest national and

regional passenger transport systems for
better connections to national and European
transport networks

entities for regional passenger transport systems linked to national and
European transport networks achieved through transnational cooperation
(Semi-quantitative (Likert scale)see methodology in annex 08 in cooperation
programme document)

are difficult to be replicated (high costs),
not comparable with other areas (lack of
data)

EU transportation hubs
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Map 3.1: Composite indicator: Change (2008-2013) in number of new firms (1-9
employees) and number of employees in enterprises with 1-9 employees

Composite Indicator: change (2008-2013) in number of new firms

(1-9 employees) + Number of employees in enterprises with
1-9 employees
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Map 3.2: Composite indicator: Patent applications and trade-mark applications (change
2008-2013)

Composite Indicator: patent applications + trade-mark applications
(change 2008-2013)

6.1-80

10,1-120

12,1-150

19.1-59.0

- 15.1-190

ESPON-space not included

non-ESPON space

I o cotavatenie

> ©ESPON, 2018

Regional level: NUTS3
: ESPON TEVI, 2018
Oriain of data” EUROSTAT 2018

ESPON | TEVI — Territorial Evidence Support for European Territorial Cooperation Programmes | territorial evidence report 18



4 Benchmarking

4.1 Gross Value Added in Knowledge-Intensive Sectors

The maps below present the synthetic composite indicator Gross Value Added benchmarked
in the first case along the programme area and in the second case, along ESPON space, as
data availability allows. Gross value added approximates the value of goods and services
produced in a given geographical dimension (in this case NUTS-3) over a defined timeperiod.
The composite indicator reflects the gross value added of knowledge intensive services and

industries in a given area.

The synthetic indicator is composed of several sub-indicators which are individually picking up
characteristics of the overall territorial dimensions in the framework of knowledge-intensive

economic activities. The indicator is calculated in the following manner:

1 1
GVA;; = 2 *Yie + 2 *Eit

In which the variable Y;, represents normalised gross value added by knowledge intensive
industries in region i and at time t, Analogously, E;, represents normalised employment in a
given region i and at time t. Each of the variables are normalised in the following manner,
across the programme region and across ESPON Space. The individual values are scaled up

by a factor of 100 to aid with the ease of interpretation.
Ei,=(ej— min(ei‘t))/(max(em - min(ei,t))

As data sources, Eurostat data is used. Gross value added by knowledge intensive industries
is represented by the indicator Gross value added of financial and insurance activities; real
estate activities; professional, scientific and technical activities; administrative and support
service activities’ of the NACE data set and the corresponding employment indicator of the

NACE data set for the same economic activities®

The scale used in the mapping is a continuous scale; a deeper shading of the colour repre-
sents a higher value. The programme area is covered with a relatively wide range of values
for the indicator GVA. A minimum of 0.2 can be observed, with corresponding maximum of
200. Minima are found mostly in rural areas with a slightly higher concentration in parts of
Eastern Germany, Eastern Poland and Hungary. Maxima are found along urban centres, for
example NUTS-3 regions around Berlin, Munich and Milano.

Increases in value added, in comparison with the European context, remain relatively low.
Certain economically more successful sets of regions (for example Northern Italy and South-
ern Germany) stand out in the European context. For the largest part, added value generation

patterns follow European wide trends, with significant generation in urban centres and a lim-

7nama_lOr_nga

8nama_lOr_:Sempers
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ited degree of (generally urbanised) clusters. In the European context, added value growth
has been especially low in the Western Poland and Eastern Germany, pointing to a larger

degree of stagnation within the programme area.

The pattern of dispersion of value added generation in knowledge intensive sectors around
Europe is primarily city-driven. Generally, urban centres generate sizeably more value added
growth in knowledge intensive sectors, than rural and peri-urban regions. This is especially
visible on the western flank of the programme area, with region concentration in the metro-
politan areas of Berlin and Munich. Surrounding areas generally feature relatively lower rates
of growth, pointing towards the existence of hinterlands which primarily supply urban areas
with labour, as opposed to housing knowledge intensive industries or services themselves.
These commuter belts can also be observed in other parts of the programme area, e.g.

around Budapest and Prague.

Another identified pattern is the existence of groups of regions with moderate to high growth
in value added in knowledge intensive sectors. These are predominantly found in Northern
Italy around Milan, Bologna and Torino. Similar patterns can also be observed in the German

state of Baden Wirttemberg.

Large tracts of the programme area feature reduced value added growth. This is particular
visible in corridors around regional maxima (such as around Berlin and Carinthia). Especially
in the eastern regions of the programme area, entire countries feature low to medium growth,
with little variance. Eastern Hungary, Slovakia, as well as significant parts of central Poland
and Croatia are characterised by this phenomenon. Border regions tend to also feature rela-
tively low growth in value added, in line typical industrial characteristics border regions.
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Map 4.1: Synthetic indicator: People employed in knowledge intensive sectors + value added of knowledge intensive enterprises
Synthetic indicator: people employed in knowledge intensive sectors +

Synthetic indicator: people employed in knowledge intensive sectors +
value added of knowledge intensive enterprises
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4.2 Innovation

The maps below present the synthetic composite indicator Innovation benchmarked in the
first case along the programme area and in the second case, along ESPON space, as data
availability allows. Innovation in the framework of the indicator is restricted to technical inno-
vation via patent and trademark registration, thus not necessarily reflecting the status of social
innovations. The composite indicator quantifies the innovation outputs undertaken in a given
NUTS-3 region.

The synthetic indicator is composed of several sub-indicators which are individually picking up
characteristics of the overall territorial dimensions in the framework innovative economic ac-
tivities. The indicator is calculated in the following manner:

1
Innovation = 7 P+ 5 * Ty

In which the variable P;, represents normalised patent application values per NUTS-3 region
to the European Patent Office in region i and at time t. Analogously, T;, represents normal-
ised trademark applications in a given region i and at time t. Thus, the indicator captures sci-
entific and technical innovation, in addition to capturing process innovation via new products
and similar by companies. Each of the variables are normalised in the following manner,
across the programme region and across ESPON Space. The individual values are scaled up

by a factor of 100 to aid with the ease of interpretation.

Py =it — min(pi‘t))/(max(pi‘t - min(pi_t))

As data sources, Eurostat data is used. As EPO patent applications per NUTS-2° were dis-
continued after 2012, data transformation methods were used to obtain more recent proxy
values. The indicators were broken down to NUTS-3 level and extrapolated with the trade-
mark growth rates (2012 to 2016) under the assumption that product and scientific innovation
occurs at approximate pace. Trademark values on NUTS-3 level are obtained via the indica-
tor European Union trade mark (EUTM) applications by NUTS 3 regionslo.

The scale used in the mapping is a continuous scale; a deeper shading of the colour repre-
sents a higher value. The programme area is covered with a relatively wide range of values
for the indicator GVA. A minimum of 0.1 can be observed, with corresponding maximum of
103.7. Minima are found in rural hinterlands, generally clustered around large urban agglom-
erations. Maxima are found in urban centres, for example NUTS-3 regions around Berlin and

Milano, as well as with a relatively higher density in Northern Italy and Southern Germany.

In the European context, innovation (measured by patent and trademark application) is con-

centrated along urban areas and clusters of R&D institutions. These regions tend to by rela-

? tgs00041
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tively richly endowed in human capital with strong research institutions. Varying patterns can
be identified. In some areas, a concentration of innovative activities to regional centres, gen-
erally capital cities, can be observed. This pattern is strongly observable on the Iberian penin-
sula with regional extrema in Madrid and Barcelona. Surrounding regions of these centres
tend to feature a very low degree of innovative output. Another observable pattern are large
clusters of regions, featuring moderate to high innovation output. These clusters generally
rank in the mid-fields in terms of absolute indicator scores. Examples of these (sometimes
large) clusters include Northern Italy (with a regional extrema in Milano and a surrounding
cluster of moderately to well scoring regions), the Dutch region of Holland and Southern Ger-

many.

The programme area features a significant number of innovation clusters which also stand out
on the European scale in terms of their raw innovative output. On a more regionalised scale,
these clusters (i.e. Northern ltaly and Baden Wirttemberg, the Munich cluster) retain their
relatively strong performance. Smaller scale clusters are observable in Upper Austria and
around Warsaw. Localised extrema can also be observed, generally in highly urbanised areas
with strong R&D infrastructure. Relevant examples are Vienna and Berlin, both featuring a
high degree of innovative output growth, with a corresponding lower performing residential

belt surrounding them.

Innovative output growth is correspondingly lower in the eastern regions of the programme
area. Romania, Slovakia and Hungary feature homogenous low growth. In the Czech Repub-
lic and Poland, mild polarisation in and around the capital cities of Prague and Warsaw can
be observed. Poland stands out with many regional anomalies: in the cases of the urban ag-
glomerations of Lodz and Poznan, innovation output growth is relatively higher in the belts of

the cities, than in the urban centres themselves.
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Map 4.2: Synthetic indicator: Patent application in the relevant sectors + trade-mark applications in the relevant sectors

Synthetic indicator: patent application in the relevant sectors + trade-mark applications in the

relevant sectors
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4.3 Tourism and Sustainability

The maps below present the synthetic composite indicator Tourism and Sustainability
benchmarked in the first case along the programme area and in the second case, along
ESPON space, as data availability allows. The composite indicator quantifies developments in

tourism and sustainability undertaken in a given NUTS-3 region.

The synthetic indicator is composed of several sub-indicators which are individually picking up
characteristics of the overall territorial dimensions in the framework of tourism and sustainabil-
ity. The indicator is calculated in the following manner:

1 1 1
Sustainability = 3* Sie+ 3* N + 3 Ti¢

In which the variable S;, represents a normalised approximation for seasonality of the individ-
ual region. Analogously, N;, represents normalised area of NATURA 2000 habitats in a given
region i and at time t. The variable T;, represents the annual value of overnight stays in a
given region i at time t. Thus, the indicator captures tourism, as well as its volatility and the
general state of the environment. Each of the variables are normalised in the following man-
ner, across the programme region and across ESPON Space. The individual values are
scaled up by a factor of 100 to aid with the ease of interpretation.

Sit = (Sit — min(si_t))/(max(si‘t — min(si_t))

As data sources, Eurostat and DG REGIO data is used. Seasonality is approximated via the
use of a proxy variable. The variation of tourist arrivals over monthly intervals of a given year is
calculated in in standard deviations and inverted. The indicator stems from Eurostat and is
available in monthly intervals at national level*. For the size of NATURA 2000 sites, the indi-
cator NATURA 2000 area™® is used. It measures the relative share of NATURA 2000 sites to
the overall NUTS-3 region. Overnight stays are available as coverage ratios at hotels and simi-
lar businesses on NUTS-2 scale®. This indicator is broken down to NUTS-3 scale prior to use.

The scale used in the mapping is a continuous scale; a deeper shading of the colour repre-
sents a higher value. The programme area is covered with a relatively wide range of values
for the indicator. A minimum of 1 can be observed with corresponding maximum of 103.3.
Minima are found to a large extent in Poland and Hungary, as well as parts of Northern Italy.
Maxima are concentrated along the German Baltic Sea coast, parts of the Czech Republic, as

well as large parts of Slovenia and Slovakia.

As the indicator sustainability measures both increases in tourism, as well as its detrimental

impacts (via potential changes to the environment, measured by the annual seasonality of
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tourism and changes in NATURA 2000 sites), a higher scoring region is not necessarily a
region which is attracting substantially more tourists, but may shine in other aspects (e.g. low
seasonality of tourism). This can be observed in the maps below on European scale and

across the programme area.

On European scale, several kinds of well performing regions can be identified: regions with
predominantly low seasonality of tourism (e.g. regions within Belgium), regions with a large
NATURA 2000 surface area in relation to their size (particularly Northern Sweden and
Finland) and regions attracting a large degree of tourists (South-eastern Spain and Balearic
Isles). Vice versa, there are also substantially many regions which may perform relatively well
in one area (e.g. tourism), however, with a relatively low rating due to significant underperfor-
mance in other factors (e.g. concentrated seasonality around summer months). An example
of this is Portugal. Most regions in the middle ground across Europe feature a combination of
one of the factors outlined above with a relatively low rating in one of the other factors. An
illustration of this phenomenon is Northern Italy, which boasts high popularity in terms of

overnight stays, however, concentrated along summer months.

In the programme area, especially Northern Italy, Poland in its near entirety, Hungary and
Southern Croatia stand out as relatively worse ranked. As outlined above, both the regions of
Northern Italy and Croatia feature a large number of overnight stays with a very high degree
of seasonality. Polish and Hungarian regions feature a relatively low influx of tourists, thus
placing them on the bottom of the list. However, in both cases, per-urban regions tend to out-
perform their urban peers. Slovenian regions boast a relatively large influx of overnight stays
in combination with a large relative NATURA 2000 surface area. This can also be observed
along the German-Czech and Austrian-Czech border regions, which experienced growth in
tourism in combination with a relatively large NATURA2000 surface area. Urban centres gen-
erally feature medium range scores, due to very low ranking in terms of NATURA 2000 sur-
face area despite generally performing relatively better in terms of seasonality and attractive-

ness to visitors.
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Map 4.3: Synthetic indicator: Tourism presences + seasonality + natural sites in good conditions

Synthetic indicator: tourism presences + seasonality + natural sites in good conditions Synthetic indicator: tourism presences + seasonality + natural sites in good conditions

L
0.7 (minimum) Conwran E5)
B 755 maximum)
- no data available
non-ESPON space st

1 (minimum)

B o o
B - oo

ESPON-space not included

'

Mayotte (FR)

non-ESPON space emon

—N, 540 km
©ESPON, 2019 ESP. ! ©ESPON, 2019

Cotemae rpatinon

Regional level. NUTS3 (version 2013) Regional level. NUTS3 (version 2013)
Source. ESPON TEVI, 2019 S

irce: ESPON TEVI, 2019
Origin of data EUROSTAT, PokMi, OIR Origin of data: EUROSTAT, PoliMi, OIR
£ UMS RIATE for administrative boundaries

ESPON | TEVI — Territorial Evidence Support for European Territorial Cooperation Programmes | territorial evidence report 27



4.4 Regional Scoreboards

In the figure below the programme area presents a series of descriptive indicators bench-
marked vis-a-vis the European context. The indicators describe a series of socio-economic,
political, and geographical characteristics of the programme area, covering general economic
performance (e.g. GDP), to more specific economic activities, such as innovation (e.g. em-
ployment in high-tech sectors and tourism (overnight stays), as well as infrastructure-related
fields (e.g. accessibility by rail) and political perceptions (perception of corruption in local ad-
ministration).

Figure 4.1: Regional Scoreboard
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The indicators are normalised across the European Union (EU28). Of each indicator, the
minimum and maximum value, as well as the Programme Area median and the EU28 me-
dian, is presented. A large spread between minimum and maximum value may indicate a
relatively large variation of the indicator values in the programme area, indicating a large de-
gree of heterogeneity. Conversely, a low spread may indicate a large degree of homogeneity
across the programme area. A Programme Area median value above the EU28 median value

indicates a relatively better performing Programme Area and vice versa.

The Central Europe Programme Area performs relatively well in patent generation, self-
employment, and employment in high technology industries. A relative large range of values
across the programme regions is observed across all presented indicators, indicating a large
degree of heterogeneity across the programme area. In some cases, the Programme Area is
performing worse than EU average, namely in share of persons with completed tertiary edu-

cation and accessibility by rail.
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5 Reference Analysis

5.1 Revised SWOT Analyses per Thematic Objective

Table 5.1: SWOT Analysis

Strength Weaknesses Opportunities Threats
TO 1 Growth in business- Low level of R&D i Promotion of Increasing gaps
related services, cross- :in several (rural) :innovation and an i between ad-

Research, techno-
logical develop-
ment and innova-
tion

sectorial and technol-
ogy- oriented industries

High expenses in R&D
in urban regions, at-
tractive labour markets
for highly skilled work-
ers

Some rural and inter-
mediate areas show
significant R&D activi-
ties (“islands of innova-
tion”)

High level of experience
and know- how in high-
tech services

Support of several
clusters by different
national strategies

regions
Insufficient tech-
nology transfer
and lack in the
access to R&D-
results especially
for SMEs

Strong economic
disparities be-
tween central
European regions,
comparably lower
levels of R&D in
New Member
States
Inequalities in
GDP between
peripheral and
central areas

attractive invest-
ment climate

Positive influence
of growth poles

Policy support for
cooperative eco-
nomic activities,
development of
clusters and net-
works

vanced regions
and regions with
innovation deficits

Brain drain of
young and crea-
tive talents from
peripheral regions

Increasing (la-
bour) market
competition with
other global re-
gions (China,
India) and pres-
sure on economic
productivity

TO 2 Most of the capital Sectorial and Mobile technolo- | Expensive infra-
ICT regions in central spatial inequali- gies can play a structure invest-
Europe and the south- :ties of ICT- key role in closing : ments for broad-
ern Germany boast infrastructure the gap of ICT band extension
high levels of high- Broadband cover- | coverage between
speed internet connec- : age in thinly thinly and densely
tions populated areas  Populated areas
Frog-leaping of techno- : generally lags
logical progress in behind that in
terms of ICT-quality in : densely populated
some regions (broad- ones
band implementation) | Increasing gaps
between well
connected regions
and those with
ICT deficits
TO 3 In some regions local Strong economic | Expansion of Over-regulation in

Competitiveness
of SMEs

enterprises/SMEs show
high levels of innova-
tion

SMEs are the seedbed
for technological inno-
vation and in combina-
tion with good educa-
tion levels, entrepre-
neurs may act as re-
gional innovation mo-
tors

regional dispari-
ties

Access to finance
still remains
fragmented and
out of line with
current needs,
especially for
start- ups
Deficits in “green”
employment
forms, creative
industries and co-
operative SMEs
(clusters, net-
works)

action radii due to
enlargement
processes

Enhancement of
competitiveness
and deregulation
for triggering SME
development

Globalisation and
EU enlargement
as a means for
accessing new
markets and
capital

some policy fields
(e.g. national
market protec-
tion, social secu-
rity, labour mar-
kets)

Lack of availabil-
ity of a suffi-
ciently trained
workforce as
reason for losing
the ground in
competitiveness
in a globalized
world

TO 4

Low-carbon econ-
omy in all sectors

High level of experience
and know- how in re-
newable energy
Increase of clean en-
ergy production (wind,
solar, biomass, hydro-

Increasing energy
demand and lack
of energy corri-
dors and power
lines especially
for renewable

Increasing prices
for fossil fuels
open up opportu-
nities for the use
of renewable
energy resources

Existing lifestyles
in “mature”
economies and
catching up proc-
esses in new MS
lead to increased
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Strength Weaknesses Opportunities Threats
power, geothermal energy and the creation |energy demand
energy) High level of of new sources of |Transport is the

High percentage of
biomass production in
some regions

Existing geothermal
energy potentials

Use of energy saving
technologies (infra-
structure/housing) in
some regions

energy import
dependency and
imports from
countries vulner-
able to economic
or political insta-
bility

Use of renewable
energy resources
still low in new
MS (e.g. Czech
Republic, Poland,
Slovakia)

Low energy effi-
ciency in regions
of Eastern and
South-Eastern
Europe and in
public institutions
High energy in-
tensive transport

income and em-
ployment

fastest growing
sector in terms of
energy use, with
the strongest
reliance on fossil
fuel

TO 5

Climate change
adaptation, risk
prevention and

Existing flood preven-
tion measures and
hazard zoning, espe-
cially in Alpine regions

High water de-
pendency of some
regions due to
intensive agricul-

Increasing
awareness about
climate change
effects and adap-
tation measures

Increasing occur-
rences of natural
hazards and
floods

management ture or hydro- Increase of aver-
power use age air tempera-
New MS are more ture (e.g. con-
vulnerable to a tinuous reduction
significant climate of blanket of
change impact on snow)
summer tourism Climate Change
High probability affecting nature
of floods along (e.g. extinction of
river basins (most species; geo-
vulnerable: Ger- graphical shift of
many, Western crops) and in-
Poland) creasing aridity in
some regions as
well as strongly
increasing the
number of tropi-
cal nights in ur-
ban areas
Risk of hydro-
geological insta-
bility
TO 6 Richness and diversity | Fragmentation, Integrated man- | Increasing unsus-

Environment and
resource effi-
ciency

of landscape, natural
and cultural heritage
(important location
factors)

Use of endogenous
potential to strengthen
regional identity

Italy, Hungary and
Slovenia have a higher
share of protected
areas than the EU-27
average

Waste water treatment
capacity is very high in
Slovakia, Slovenia,
Austria and Germany

loss and diminish-
ing diversity of
natural areas,
missing ecosys-
tem-networks
Land use pressure
leading to user
conflicts, land-
scape fragmenta-
tion and biodiver-
sity loss

Low air quality
and high particu-
lar matter &
ozone concentra-
tion in cities

Bad water quality

agement of natu-
ral and cultural
resources con-
tributes to sus-
tainable long-
term socio-
economic devel-
opment of regions
Establishment of
a high proportion
of protected areas
through EU funds
and policies
Cohesion Policy
focusing on envi-
ronmental infra-
structure, includ-

tainable use of
environmental
resources due to
economic activi-
ties

On-going
(sub)urbanisation
processes causing
land use conflicts
and urban envi-
ronmental chal-
lenges

ESPON | TEVI — Territorial Evidence Support for European Territorial Cooperation
Programmes | territorial evidence report

30




Strength

Weaknesses

Opportunities

Threats

of rivers and
lakes in some
regions (eutrophi-
cation)

Lack of quality
and quantity of
environmental
infrastructure in
some regions
(waste and water
treatment)

Deteriorating
cultural heritage

ing clean drinking
water supply,
waste manage-
ment and waste
water treatment
Growth potential
of “green” econ-
omy

TO 7

Sustainable
transport and key
network infra-

High accessibility by rail
around city hubs
(nodes) and along
corridors of high-speed

Lack of integrated
transport systems
and multimodality
especially in the

On-going invest-
ments in connec-
tions of long-
distance transport

Disparities in
multimodal ac-
cessibility lower
the competitive-

structures rail lines new Member TEN-T net- ness of regions

Ongoing activities to States works/high po- | Eastern countries
promote sustainable Core-periphery | tential multimodal | gre in a catching
transport disparities in accessibility in up process and
High-speed projects in accessibility: Caplt_al regions motorized indi-
Southern Germany led | Core: regions of ~ andin the west-  vidual transport is
to improved accessibil- A Germany, Austria | ern central on the rise
ity and Northern Europe regions

Italy; periphery: :Increasing acces-

the Eastern and sibility in Europe

Southern Euro- also strengthens

pean regions accessibility of

Weak regional central European

and local accessi- regions

bility (railways, Economic devel-

motorways and opment of indus-

airports) espe- trialised areas is

cially outside of closely linked to

agglomeration the multimodal

areas and in the |exchange of

New Member goods and effi-

States cient freight

Low quality of transport

public transport,

decreasing share

of public transport

as well as missing

road links and

border-crossings

in many periph-

eral regions

Lack of accessibil-

ity of urban cen-

tres from some

peripheral regions

TO 8 Economic migration Strong economic : A more flexible Increasing (la-

Employment and
labour mobility

across borders and high
quality of cross-border
labour markets

Existing labour market
cooperation

disparities be-
tween regions in
old and new MS

Insufficient access
to services and
employment in
regions domi-
nated by small
villages and
sparsely popu-
lated areas
High unemploy-
ment rate in
eastern German

labour market
and support of
alternative em-
ployment through
EU legislation

Exchange of
knowledge and
cultural values
promoting a flexi-
ble creative work-
force

bour) market
competition with
other global re-
gions (China,
India, ...) and
pressure on eco-
nomic productiv-
ity

Accelerating brain
drain of young
and creative tal-
ents from periph-
eral regions

Decrease of em-
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Strength

Weaknesses

Opportunities

Threats

regions, border
regions in the
north-east of
Hungary and
Central-Eastern
Slovakia
Unidirectional
workforce migra-
tion from new to
old MS

ployment in the
primary and sec-
ondary sector due
to market trans-
formation

TO 9

Social Inclusion
and combating
poverty

Diverse population, as
e.g. ethnic diversity
and presence of linguis-
tic minorities

Respect of gender
equality

Public interventions for
the provision of equal
opportunities

High polarisation
in terms of in-
come, education,
health care,
demographics,
and employment
Increasing gaps in
quality and condi-
tions of public
services (east-
west divide)
Marginalisation of
peripheral areas
Risk of poverty
for different
population groups
(e.g. women,
migrants)

Equal opportuni-
ties as a horizon-
tal theme in the
programme life-
cycle

Promotion of
social innovation
can facilitate
social inclusion

Ageing population
Shrinking periph-
eral regions
Increasing social
diversity and
polarisation

TO 10

Education, Skills
and lifelong learn-
ing

Higher education levels
leading to increased
flexibility of people
Increasing female edu-
cation participation
Employment growth
through qualified and
flexible workforce
Highest share of popu-
lation with tertiary
education located
around major cities

Education deficits
in south-eastern
regions

Decrease in the
proportion of the
population with
tertiary education
in the old MS

Exchange of
knowledge and
cultural values
promoting a flexi-
ble creative work-
force

Increase of
knowledge and
skills will contrib-
ute to respond to
manage chal-
lenges such as
those deriving
from demographic
change, migration
and brain drain
Maturity of Euro-
pean knowledge
society (Bologna
process; Student
exchange pro-
grams)

Increasing com-
petition between
regions (labour
market and popu-
lation)

TO 11
Institutional ca-
pacity and effi-
cient public ad-
ministration

Connected top-down
and bottom-up initia-
tives with the help of
multi- level governance
including e.g. participa-
tory elements

Tradition of interre-
gional, transnational
and cross-border coop-
eration on institutional,
political and adminis-
trative level and within
projects (e.g. strength-
ening of identities,
economic cooperation,
labour market migra-
tion)

Low levels of
public e- admini-
stration

Lack of a cross
sectorial (inte-
grated) ap-
proaches

Connectivity to
macro-regional
strategies such as
the Baltic Sea
Strategy, the
Danube Strategy
and forthcoming
strategies
Traditional ad-
ministration ac-
companied by e-
administration

Increasing gap
between regula-
tion and imple-
mentation; capac-
ity needs (know-
how, human
resources) for
administrations

Over-regulation in
some policy fields
(e.g. national
market protec-
tion, social secu-
rity, labour mar-
kets)
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5.2 Main Challenge and Needs

Table 5.2: SWOT Analysis Overall Challenges and Needs

Strengths

Weaknesses

Opportunities

Threats

Smart growth

Growth in busi-
ness-related ser-
vices, cross-
sectorial and tech-
nology- oriented
industries

High expenses in
R&D in urban re-
gions, attractive
labour markets for
highly skilled
workers

Low level of R&D in
several (rural)
regions

Insufficient tech-
nology transfer
and lack in the
access to R&D-
results especially
for SMEs

Increasing accessi-
bility in Europe
also strengthens
accessibility of
central European
regions

Economic devel-
opment of indus-
trialised areas is
closely linked to
the multimodal
exchange of goods
and efficient
freight transport

Brain drain of
young and creative
talents from pe-
ripheral regions

Increasing (labour)
market competition
with other global
regions (China,
India) and pres-
sure on economic
productivity

Sustainable
growth

Richness and di-
versity of land-
scape, natural and
cultural heritage
(important location
factors)

High water de-
pendency of some
regions due to
intensive agricul-
ture or hydropower
use

New MS are more
vulnerable to a
significant climate
change impact on
summer tourism

Increasing aware-
ness about climate
change effects and
adaptation meas-

ures

Integrated man-
agement of natural
and cultural re-
sources contributes
to sustainable
long- term socio-
economic devel-
opment of regions

Increasing unsus-
tainable use of
environmental
resources due to
economic activities
On-going
(sub)urbanisation
processes causing
land use conflicts
and urban envi-
ronmental chal-
lenges

Inclusive growth

Higher education
levels leading to
increased flexibility
of people
Increasing female
education partici-
pation
Employment
growth through
qualified and flexi-
ble workforce

High polarisation in
terms of income,
education, health
care, demograph-
ics, and employ-
ment

Increasing gaps in
quality and condi-
tions of public
services (east-
west divide)

Equal opportunities
as a horizontal
theme in the pro-
gramme lifecycle
Promotion of social
innovation can
facilitate social
inclusion

Ageing population
Shrinking periph-
eral regions
Increasing social
diversity and po-
larisation

Strengths

The strengths of the programme area are in the area in the field of competitiveness and R&D

advances is pronounced. Significant growth has occurred over the span of the programming

period in the service sector and moderate to high value production chains. Especially urban

centres act amplify this trend by attracting a large stock of highly-skilled individuals and in-

creasing rates of female employment. These cities usually feature well-functioning and effi-

cient public transportation (light and heavy rail) systems. Labour market flows are historically

strong in the region, leading to cross-border cooperation and harmonisation of labour market

regimes. ICT infrastructure is comparably well-built out, with significantly higher broadband

connectivity rates in the accession states.
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Weaknesses

Clear disparities can be observed within the programme area. Due to its size, it covers a terri-
torially diverse area, with varying structural characteristics. The western regions in the pro-
gramme area (primarily in Germany, Austria, Italy, Slovenia and Czechia) outperform their
peers in terms of macro-economic performance. On the territorial level, other disparities can
be observed: the highest share of population with tertiary education is generally located
around major cities with increased marginalisation of rural and periphery areas. Labour ex-
change, while well-functioning, is unidirectional and oriented towards the West. The urban-
rural split is also pronounced in terms of infrastructure and accessibility, with rural areas in-
creasingly difficult to reach. This is further amplified in newer Member States, in which large
infrastructure (rail, motorway) remains underdeveloped. Due to labour migration from rural
areas, the coverage of services of general economic interest is low in parts of the programme

area, further increasing migratory pressures.

Opportunities

Economic migration across borders and the high quality of cross-border labour markets can
be further built-upon by deepening existing forms of (cross-border) labour market cooperation.
Further policy support for cooperative economic activities, development of clusters and net-
works can lend hand in making SMEs in the newer Member States of the programme area
more competitive, where SMEs cooperate to a lower extent. Increasing accessibility in Europe
also strengthens accessibility of Central European regions, which can be undertaken with the
continuation of on-going investments in connections of long-distance transport TEN-T net-
works. There is potential high multimodal accessibility in capital regions and urbanised clus-

ters in the western Central Europe regions.

Threats

The brain drain of young and creative talents from peripheral regions remains a consequence
of the pronounced disparities between the programme area. As incomes rise and the regional
economy develops (especially in less-developed regions in the programme area), regions
face more pressure to shift to higher value segments of European production chains, as wage
pressure from industrialising countries outside of the EU becomes stronger. Due to migratory
pressures from eastern to western regions and urban centres, rural areas are becoming in-
creasingly depopulated. The increased levels of urbanisation cause land use conflicts and

urban environmental challenges.
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1 Introduction

The delivery of Territorial Evidence Reports represents one of the main outputs of this project.
Those reports intend to go beyond the provision of input to policy processes and thoroughly
present comparable evidences and key territorial development trends from a forward-thinking
perspective. The underlying logic of developing such an evidence-informed document dove-
tails the need for scientific information providing, to the extent possible, an unambiguous un-
guestionable basis for policy intervention. The territorial evidence reports are accordingly
meant to present a comprehensive framework supporting the development of an interactive

relationship between evidence and policy.

The territorial Evidence Reports are produced for the twelve INTERREG A and B pro-
grammes, which are participating in the ESPON Territorial Evidence Support for ETC Pro-

grammes Project. The 12 Programmes are presented in the textbox below.

INTERREG B Mediterranean INTERREG A Austria-Czech Republic
INTERREG B South-West Europe INTERREG A Deutschland-Nederland
INTERREG A Italy-Croatia INTERREG A Central Baltic

INTERREG A Italy-Austria INTERREG A South Baltic
INTERREG B North-West Europe INTERREG A Sweden-Denmark-Norway
INTERREG B Central Europe INTERREG A Two Seas Programme

The reports focus on the scrutiny of each territories’ characteristics, illustrated by their se-
lected thematic priorities, specific programme objectives and indicators, to better identify,
target and depict the territories’ specificities. As such, Territorial Evidence Reports have a
common structure that allows characterising programme areas in a comparable way. Fur-
thermore, the evidence gathered in the reports also aims to capture the specificities of each

programme area.
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2 Baseline Assessment and Territorial Characterisation

2.1 Context and programme area description

Geographical location & territorial characteristics: The programme area of the 2014-2020
Cooperation Programme INTERREG V A Germany-Netherlands is stretching along the
roughly 460 km long North-South border between Germany and the Netherlands, from the
North Sea coast to the Lower Rhine Valley. An analysis of its territorial characteristics has
been carried out in 2012 to, among others, inform the programme in the 2014 — 2020 period
(Buck Consultants International and MCON Consulting, 2012).

In 2012 the programme area had a population of about 14.3 million people, concentrated in
the southern part of the area. By then population was estimated to grow with 1% until 2020.
Population change was expected to differ across the area. Strongly shrinking areas were
located in the rural North-East but also in few urbanized regions, e.g. around Duisburg. In
2010 there were around 760.000 businesses located in the area. Most of these (99%) were
small and medium sized. In the same year there were a total of 5.396.572 jobs, relatively
many in the sectors manufacturing and energy supply (16%) and public administration, public
services and health (30%). In 2011 Southern and North-Eastern parts of the area had an, in
respect to EU average, high percentage of unemployment. GDP in Dutch regions and regions
around medium-sized German cities resembled or exceeded EU average. GDP in rural re-
gions, particularly in Germany, were below average. There were a large number of ecologi-

cally valuable areas in the program area, with more than 100 NATURA 2000 territories.

Countries involved, budget, and funds: The programme area of the Cooperation Programme
INTERREG V A Germany-Netherlands covers 51 NUTS 3 regions. 30 of these are located in
Germany and 21 in the Netherlands. The total EU budget (excluding technical assistance) is
€ 417,659,598.00. In March 2018 funding of € 266,262,507 (including outstanding funding)

has been allocated (Keep). All funds were provided via ERDF instruments.

2.2 Contribution to EU 2020 strategy & situation in the programme area

The overarching aims of the current programming period of the Cooperation Programme IN-
TERREG V A Germany-Netherlands are embodied in the header “A new INTERREG-
programme for a smart, sustainable and inclusive region” (Interreg Deutschland Nederland,
2015, p.4). A central mean to achieve this broadly defined agenda is in support for small and
medium-sized businesses in specific sectors (Agribusiness/Food, Health & Life Sciences,
High Tech Systems & Materials (HTSM), and Logistics). Support is intended to foster the
formation of economic clusters that stretch across national boundaries. Strategic (business)
initiatives are to simultaneously reduce CO, emissions and energy use and thus support the
transition of energy systems towards a more efficient and sustainable use of natural re-
sources. The strengthening of socio-cultural ties across the border and territorial cohesion are

seen as prerequisites to achieve objectives.
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More detailed contributions to the EU 2020 strategy are formulated from the perspective of
countries, taking into account achievements already realized in 2011, during the earlier fund-
ing period of the programme (Interreg Deutschland Nederland, 2015, p.8).

e Smart Growth: Increase in the Gross Domestic Product (GDP) that is invested in educa-
tion, research & development (Germany: 3%, Netherlands: 2.5%).

e Sustainable Growth: Reduction of greenhouse gas emission in respect to 2005 (Ger-
many: 40%; Netherlands: 20%); Increase in energy consumption from renewable re-
sources (Germany: 18%, Netherlands: 14%); Rise in energy efficiency (Netherlands:
16%, Germany: not specified).

¢ Inclusive Growth: Increase of population, age 20-64 years, with a job (Germany: 77%,
Netherlands: 80%); Reduction of the amount of early school leavers (Germany: not
specified; Netherlands: smaller than 8%); Increase of population, age 30-34 years, that
has concluded tertiary education (Germany: 42%, Netherlands: larger than 45%); Re-
duction of the amount of people in the EU that are threatened by poverty of exclusion
(Germany: 20% reduction of long-term unemployed, Netherlands: 100.000 fewer jobless
households).

2.3 Overview needs and challenges

A strategic analysis of the programme area, titled Strategic Analysis INTERREG V A-
programme Germany-Netherlands 2014-2020, has been carried out to inform the building of a
common strategic framework for the 2014-2020 Cooperation Programme INTERREG V A
Germany-Netherlands (Buck Consultants International and MCON Consulting, 2012). The
analysis has considered conditions in the programme area, experiences from the earlier pro-
gramme period, goals of single INTERREG partners and EU perspectives on the results of
cross-border cooperation (smart, sustainable, and inclusive growth). The analysis is referred
to in the cooperation programme document; distinct needs and challenges are emphasized by
mentioning their importance for regional and national partners. In addition a collaborative
approach that has led to a refined selection of economic sectors is described in the main
document. The approach, Smart Specialisation Strategies, has focused attention on the sec-
tors Agribusiness/Food, Health & Life Sciences, High Tech Systems & Materials (HTSM), and

Logistics.

The below listed needs and challenges are adopted from the strategic analysis (Buck Con-
sultants International and MCON Consulting, 2012, p. 25-36):

Smart Growth: A lack of innovation capacity in SMEs due to limited connection between
knowledge institutes and the business community, low growth ambitions and limited compe-
tences within companies; Limited internationalization of SMEs; Restrictions in human capital,
partly due to shrinkage and poor connection between education and the labour market, result-
ing in deficits on the one hand and unemployment and the brain drain of the higher educated

on the other; Many practical obstacles to working and studying across borders.
Sustainable Growth: More efficient use of natural resources (via bio based and low-carbon

economy); Part of the environmental problems (i.e. air and water pollution) play at the supra-
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regional level/do not stop at borders; Conservation of biodiversity requires large, contiguous

areas and cross-border nature development.

Inclusive Growth: Lack of exchange and joint activities (among others, aimed at young people
and entrepreneurs); A lacking integration of the labour markets/a lack of qualified staff (both in
growing and shrinking regions) and job opportunities; Current cross-border mobility is too
limited to facilitate integration; Young people are not prepared for a cross-border labour mar-
ket, in technical professions particularly; Cross-border mobility of students is impeded by bot-
tlenecks in connection and recognition of certificates; A lack of cooperation between police
and fire brigade to combat safety issues; Despite long-term efforts, cross-border language

skills do not develop in the desired direction.

Integrated approach to territorial development: The cooperation programme document refers
to an integrated approach to territorial development, via priority axes. The approach is de-
ducted from the strategic analysis mentioned above (using the method of Smart Specialisa-
tion Strategies), experiences from the previous funding period, objectives in European Union
and national strategies, objectives of the regional partners and results of stakeholder confer-

ences and consultations. New integration instruments (ITIl, CLLD) are not used.

2.4 Overview on the selected Thematic Objectives, Priority Axis,
Investment priority, specific objectives

Specific objective 1: More product and process innovations in the sectors that are relevant for
the program area;
Priority Axis 1: Increasing the cross-border capacity for innovation (TO 1, IP 1b)

o Brief justification: A lack of innovation capacity and internationalization in SMEs; restric-
tions in human capital, partly due to shrinkage and poor connection between education
and the labour market, obstacles to working and studying across borders.

e Main change sought: the number of product and process innovations has increased; the
percentage of SMEs introducing product and/or process innovations has increased.

o Expected activities: The Cooperation Programme names four generic measures to
achieve main change sought, notably (1) raising awareness and giving specific advice;
(2) stimulating entrepreneurship; (3) the promotion of knowledge and technology transfer
and open innovation and (4) the promotion of internationalization. Next to these generic
measures, the document sets out a long list of activities related to the specific economic
sectors under attention (Agribusiness/Food, Health & Life Sciences, High Tech Systems
& Materials (HTSM), and Logistics).

e Beneficiaries: Technology, innovation and start-up centres; Companies (especially
SMEs and their potential employees); Local and regional organizations and govern-
ments (for instance related to economic development, Chamber of Commerce, Cham-
bers of Craft); Universities, colleges, research institutes and institutions supporting tech-
nology transfer; Educational institutions or other institutions that offer qualification pro-
grammes.
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Specific objective 1: More product and process innovations in the field of CO,-reducing tech-
nologies.
Priority Axis 1: Increasing the cross-border capacity for innovation (TO 4, IP 4f)

o Brief justification: use of natural resources is inefficient, environmental problems play at
the supra-regional level, conservation of biodiversity requires large, contiguous areas
and cross-border nature development.

e Main change sought: the number of product and process innovations in the field of CO,
reduction has increased; The percentage of SMEs that introduce product and/or process
innovations in the field of CO, reduction has increased;

o Expected activities: The Cooperation Programme lists 24 measures to achieve main
change sought. In a brief summary these concern the stimulation of innovation in the
field of CO, and energy-saving technologies through the exchange of knowledge and
best practice, the creation of experimental settings (e.g. pilot projects), the building
cross-border value chains and clusters (including companies, schools and knowledge
institutes), the support to the building of new business models, the fostering of co-
operation and the use of such technologies for a broad range of purposes (e.g. mobility,
building, production).

e Beneficiaries: Technology, innovation and start-up centres; Companies (especially
SMEs and their potential employees); Local and regional organizations and govern-
ments (for instance related to economic development, Chamber of Commerce, Cham-
bers of Craft); Universities, colleges, research institutes and institutions supporting tech-
nology transfer; Educational institutions or other institutions that offer qualification pro-
grammes.

Specific objective 1: Reducing the barrier effect of the border for citizens and institutions.
Priority Axis 2: Socio-cultural and territorial cohesion (TO 11, IP: Promoting legal and adminis-
trative cooperation and cooperation between citizens and institutions (see VO (EU) No
1299/2013, Article 7 (1) (a) (iv);

o Brief justification: Lack of exchange and joint activities, lacking integration of the labour
markets, insufficient cross-border mobility, young people are not prepared for a cross-
border labour market, barriers to cross-border mobility of students, a lack of cooperation
to combat safety issues, underdeveloped cross-border language skills.

e Main change sought: the attitude towards the neighbouring country has changed in a
positive way; cross-border relations have been intensified; the inhabitants of the program
area see the border as an opportunity rather than a barrier.

e Expected activities: The Cooperation Programme sets out measures in four thematic
fields notably (1) working, education, culture, (2) nature, landscape and environment; (3)
structure and demography and (4) network development at local and regional level.
Each field is refined through a list of five to eight topics. Also these topics are broadly de-
fined though. They include, for instance, accessibility, health services, natural and cul-
tural heritage, social inclusion, tourism, and internal security.

o Beneficiaries: Citizens, associations; Regional and local organizations and governments
(e.g. employers’ and employees’ organizations, insurers, social partners, cultural insti-
tutes and organizations, social institutes, municipalities); Nature and environmental or-
ganizations, nature park managers; Companies (especially SMEs and their potential
employees); Hospitals, universities, research institutions, organizations in the field of
health care; Employees, students, students, job seekers and trainees; Schools, universi-
ties and colleges, other educational institutes.
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Programme coordination and synergies with the ESI Funds and other EU instruments: The
2014-2020 Cooperation Programme INTERREG V A Germany-Netherlands uses ERDF fund-
ing only. It mentions a broad range of other trajectories that can produce synergies and re-
quire coordination. These are the ERDF programs North, East and South Netherlands,
Nordrhein-Westfalen and Niedersachsen, the Euregion INTERREG A programmes Meuse-
Rhine and Flanders-Netherlands; the INTERREG B programmes North West Europe and
North Sea, Horizon 2020, LIFE +, POP3, and ESF.
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3 Indicators

3.1 |Initial result and output indicators used in assessment

The definition of reliable result indicators for INTERREG policies must be based on a set of
objective criteria, able to overcome all the potential issues arising in this process. Figure 3.1
shows the conceptual framework developed by Politecnico di Milano within the Territorial
Evidence project in order to guide policy makers in the identification of appropriate result indi-

cators.!

Figure 3.1: The logical model of public intervention and the criteria for the definition of appropriate result
indicators

Cross border/

Society Problem transnational impact

Policy Result
output

Public
intervention

1. Rationale
issues for
objectives

2. Definitional Relevance Unbiasedness
issues for result
indicators Coherence

3. Measurement
issues for result
indicators

Measurability

Source: adapted from Osuna et al. (2000)

The public intervention requires some logical steps, namely:

¢ the identification of the problem, on which the objectives of the public intervention focus;
¢ the policy tools for the implementation of specific actions to solve the problem;
¢ the identification of specific outputs (i.e. the specific actions) which, in turn, will lead to
e results, meant as the contribution of the policy to the achievement of the objectives de-
fined.
Result indicators are those indicators measuring project results relative to project objectives,
as they monitor the progress towards the explicit targets defined in the beginning of the logi-

cal chain (Mosse and Sontheimer, 1996).

The first step is to take into consideration rational issues for the identification of objectives
that motivates the policy action.? In other words, these issues are preliminary to the definition
of result indicators but, nevertheless, fundamental for their identification:

e the project objectives have to be defined in a clear and unambiguous way, fitting prop-
erly the problem they are related to. If this is not the case, it would not be possible to

! This framework was discussed in details in section 2.2 of the Inception Report.

2 Examples of rational issues on the proposed results indicators in the 12 INTERREG Programmes are
presented in section 2.2.2.

ESPON | TEVI — Territorial Evidence Support for European Territorial Cooperation 7
Programmes | territorial evidence report



meaningfully measure the progress towards the targets of the policy, since the targets
themselves would not be clear. The first issue in the identification of appropriate result
indicators is defined as the rationality of the policy objective (Figure 2). Rationality
measures the level of understanding, transparency and accurateness of the policy objec-
tives relative to the societal problem addressed;

¢ the objectives have to have a clear focus on territorial cooperation, i.e. it must be evident
that the INTERREG Programme is not just a substitute for a policy of any other kind (ei-
ther regional or national) but, rather, its goal is strictly focused on a cross-border territo-
rial dimension.

The second step is the definitional issues for results indicators®:

¢ result indicators must be fully consistent with the objectives of the policy, as they have to
correctly measure the targets set by the public intervention. In other words, there is an
issue of coherence linking objectives and result indicators (Figure 3.1): if a mismatch
arises between these two elements, the monitoring of the policy achievements would be
flawed and arbitrary;

e at the same time, it is important for the result indicators to capture a result of the project,
rather than an output. The difference between outputs and results must be made explicit,
in order to avoid confusion between the two concepts. Outputs are the products gener-
ated by the policy in order to achieve certain results. In this sense, the output is not the
final goal of the policy, but rather the mean through which the policy objective is pursued
(OECD, 2009). The results, on the other hand, represent the extent to which the objec-
tive of a policy has been achieved. For instance, a transportation policy could involve the
investment of some funds (tools) for the building of a new highway (output) in order to
decrease travel time of commuters (result). A policy for unemployed people could invest
public resources (tools) for the organization of training courses (output) which will make
it easier the reintegration in the job market (result). The relevance of result indicators
(Figure 3.1) measures the extent to which the indicator is capturing a result rather than
an output;

¢ the last logical link in Figure 3.1 links the results of the policy to its impact on the society
(Hempel and Fiala, 2011). The policy impact is defined by the long-term effects on spe-
cific dimension of well-being and living standards of the population targeted by the policy
(McCann and Ortega-Argilés, 2015). These long-term effects depend on a variety of dif-
ferent factors, most of them not under the control of the policy maker (World Bank,
2004). The policy results, on the other hand, are short or medium-term effects, directly
resulting from the outputs generated by the policy. In other words, the causal link be-
tween policy results and impacts is not as evident as the one between outputs and re-
sults. It is therefore extremely important, for the result indicators, to capture the net effect
of the policy actions on the defined targets, obtained when the result is free from, and
unbiased with respect to, other on-going actions and processes.

If rationality and the focus on territorial cooperation represent the prerequisites for the defini-
tion of the result indicators, since they relate to the specification of the policy objectives, rele-
vance, coherence and unbiasedness refer to the appropriate definition of result indicators,
and therefore they another conceptual level with respect to rationality and territorial coopera-

tion in the logical framework showed in Figure 3.1.

8 Examples of definitional issues on the proposed results indicators in the 12 INTERREG Programmes
are presented in section 2.2.3.
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Once result indicators are defined in terms of rationality, territorial cooperation, relevance,
coherence and unbiasedness, the logical approach moves to a third level, concerning the
empirical measurement of the indicators and the potential issues involved in this phase
(Figure 3.1).

Moving from the general definition of a result indicator to its empirical measurement implies
some critical issues, entering the problem of measurability.* The criteria have to reflect spe-
cific characteristics that results indicators should have. Results indicators should in fact be:

¢ objective: results have to be measured in an objective way. They have therefore to be as
insensitive as possible to different methodologies and approaches for their collection,
and have to provide a straightforward interpretation of the change occurred. In this
sense, quantitative indicators are preferable to qualitative ones;

e consistent over time: since result indicators should monitor the gradual approach to-
wards the specific targets set by the policy maker, it is important for their empirical
measurement to be regularly available over time, without long time lags (Schumann,
2016).

e comparable: to the broadest extent possible, indicators should allow a comparison with
other policy contexts, so to understand whether the change occurred is more or less
relevant.

e available at affordable prices: since the collection of indicators is a costly procedure, es-
pecially for qualitative data such as surveys and focus groups, the budget devoted to the
measurement phase has to be carefully planned. Whenever possible, without decreas-
ing the quality of indicators, existing data sources should be used for this purpose
(OECD, 2015).

These criteria have been presented, discussed and validated with the stakeholders in the first
round of workshops. In what follows, we will apply the different criteria to the current result
indicators proposed by the 12 INTERREG Programmes, and highlight examples of high or
low quality of the indicators suggested in the programmes according to the different criteria.
This analysis has two goals. First, it will inform about the fulfilment of the different criteria,
pointing out the most relevant issues encountered in the definition of the current result indica-
tors. Second, it will provide useful examples to be included in the guidelines for the policy

makers, making them aware of the potential mistakes to be avoided.

While the assessment of the current result indicators was conducted on the whole set of indi-
cators proposed by the 12 Programmes, in the following lines we will report anonymized ex-
amples of both unsatisfactory and satisfactory indicators. This is due to the objective of the
project not being an evaluation of the Programmes but, rather, the development of a general
approach to the definition of appropriate result indicators that could be applied to any INTER-
REG action.

4 Examples of measurable issues on the proposed results indicators in the 12 INTERREG Programmes
are presented in section 2.2.4.
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I:(jeemctaisg Specific objective Result indicator Rationality Territorial cooperation Coherence Relevance Unbiasedeness Measurabilty
1 Increase in the product and process Share of SMEs implementing product or process LOW - It is not evident how LOW - Several other
innovations in sectors relevant for the innovations (Percentage) cross-border synergies will factors are infuencing the
border region. contribute to the decision of firms to
achievement of the result innovate (sector of
specialization, human
HIGH HIGH HIGH capital in the region, etc.) HIGH
4 Increase in product and process Share of SMEs implementing product or process MEDIUM - Compared with |LOW - This specific LOW - Seweral other
innovations in the field of CO2 reduction  |innovations (Percentage) the previous case, it is more |objective concerns factors are infuencing the
and sustainable energy. evident the cross-border innovation in a narrow field decision of firms to
dimension (cross-border (the environment and CO2 innovate (sector of
value-chains and clusters) [emissions), while the specialization, human
result indicator captures a capital in the region, etc.)
o more general propoensity HIGH HIGH
to innovate
11 Reducing the barrier effect of the border  |Perception of the German-Dutch border as a barrier LOW - Perception could [MEDIUM - Survey data
for citizens and institutions (Score) be influenced by other provide a good
factors not under the measurement but they are
control of the policy available at high costs
HIGH HIGH HIGH HIGH makers (international
frictions, other events,
etc.)
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3.2 Proposed Key Territorial Indicators

Table 3.1 provides a list of result indicators using the multicriteria approach discussed above.
The first column of the table shows the specific goal of the policy, while the second one reports
the proposed result indicator. The latter has to be intended as the aggregation of the empirical
measurements of the change in the single indicators listed. The first row of the table is there-
fore fully correspondent to the example described in the present section. The change in the
number of tourists, the variation of seasonality and the change in the number of sites in good

conditions have to be aggregated in one single indicator, according to the policy priorities.

The second and third rows provide other two examples, for which an empirical measurement
has been provided and mapped.5 In the first case (second row) the specific objective consists
in increasing employment and self-employment in microenterprises. The expected results of
these actions can be identified in both an increase of entrepreneurship in the area and a posi-
tive change of the employment in microenterprises. Therefore, a result indicator for this policy
could be represented by the combination of the number of new firms and the change in em-
ployment in enterprises with 1-9 employees. Notice that, in this case, trade-offs between the
achievements of the two different objectives are not likely to occur. The weights associated to
each of these two indicators depend on the priorities of the policy, and whether they are more

oriented towards either the creation of job places or the entrepreneurship promotion.

Table 3.1: Shortlist of proposed result indicators using a multicriteria approach.

Specific objective Proposed result indicator
(as a change in the listed variables)

To improve capacities for the sustainable use of Tourism presences + tourism seasonality + natural

cultural heritage and resources sites in good conditions

Promoting an increased employment in self- Number of new firms (1-9 employees) + number of
employed businesses, micro enterprises and employees in enterprises with 1-9 employees
start-ups

Fostering the innovative potential of the region Patent application in the relevant sectors + trade-
mark applications in the relevant sectors

Increase the applied research and innovation Share of R&D expenditure in % of the regional GDP +
oriented activity in the area number of trademark application + number of patent
applications

To facilitate the implementation of low-carbon, CO, emissions + N,O emissions
energy and climate protection strategies to
reduce GHG emissions

More exports by the companies of the area to Increase in export + share of export towards non
new markets EU/EFTA markets

Improved services of existing small ports to Number of tourists + index of concentration of tourists
improve local and regional mobility and contrib- per port of arrival
ute to tourism development

® The measurement and mapping exercise is purely demonstrative. The period over which the change
of the single indicators has been measured is 2008-2013. The source of the data employed in the
analysis is EUROSTAT. Some regions are missing because no evidence was available for them. The
aggregation rule applied for the empirical examples is the calculation of the arithmetic mean of the indi-
cators.
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Specific objective Proposed result indicator
(as a change in the listed variables)

More people benefiting from stronger communi- Composite indicator of indexes of social inclusion (:
ties in the area people under poverty threshold, long-term unem-
ployment rate, etc.)

Increase the development of social innovation Number of IP + households with access to internet +
applications in order to make more efficient and households with access to broadband connection +
effective local services to address the key socie- households who use internet for interactions with the

tal challenges in the area PA

Improve the quality, safety and environmental  Goods transported by sea + average age of the ships
sustainability of marine and coastal transport + number of accidents

services and nodes by promoting multimodality

in the area

Make natural and cultural heritage a leverage Number of tourists + seasonality in tourism
for sustainable and more balanced territorial
development

The third row of Table 3.1 reports an example of a policy aimed at fostering the innovative
potential of the region. In this case, the objective consists in the creation of knowledge and
innovation in the Programme area. Since innovative products may take different forms, a
single indicator would probably be biased, taking into account only one of them. For this rea-
son, the proposed result indicator is represented by the combination of the variation in both
patent and trademark applications. Again, the way in which these two indicators are aggre-

gated depends on the priorities of the Programme, and on the focus of the policy action.

Going one step further from the assessment conducted under the table below and the short-
listed result indicators presented in the preceding paragraphs, synthetic result indicators are
presented in the table below. These indicators stem from the gaps identified in the assess-
ment of the individual result indicators used by the programme vis-a-vis the overarching ETC

intervention logics.
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Programme

Thematic
objective

Specific objective

Output indicator

Result indicator

Proposed result
indicator

DE-NL(1)

Increase in the product and process
innovations in sectors relevant for
the border region.

O1: Number of supported cross border innovation oriented cooperation activities (Number of
measures)

O2: Number of SMEs receiving support (Number of enterprises)

O8: Percentage of SMEs that participated in innovation oriented INTERREG V projects and introduced
product or process innovations (Percentage)

COl 1: Number of enterprises receiving support (Enterprises)

COl 2: Number of enterprises receiving grants (Enterprises)

CO 3: Number of enterprises receiving non-financial support (Enterprises)

COl 4: Private investment matching public support to enterprises (grants) (EUR)

COl 5: Private investment matching public support in innovation or R&D projects (EUR)

COl 6: Employment increase in supported enterprises (FTE)

COl 7: Number of new researchers in supported entities (FTE)

COl 8: Number of enterprises participatingin cross-border, trans national or interregional research
projects (Enterprises)

CO 9: Number of enterprises cooperating with research institutions (Enterprises)

COl 10: Number of research institutions participating in cross-border, transnational or interregional
research projects (Organisations)

COl 11: Number of enterprises supported to introduce new to the market products (Enterprises)
COl 12: Number of enterprises supported to introduce new to the firm products (Enterprises)

COl 13: Number of participants in joint local employment initiatives and joint training (Persons)

Share of SMEs implementing product or process
innovations (Percentage)

Synthetic indicator:
number of trademark
application + numer of
patent applications (by
sector)

DENL(2)

Increase in product and process
innovations in the field of CO2
reduction and sustainable energy.

OL: Number of supported cross border innovation oriented cooperation activities (Number of
measures)

O2: Number of SMEs receiving support (Number of enterprises)

(O8: Percentage of SMEs that participated in innovation oriented INTERREG V projects and introduced
product or process innovations (Percentage)

COl 1: Number of enterprises receiving support (Enterprises)

COl 2: Number of enterprises receiving grants (Enterprises)

COl 3: Number of enterprises receiving non-financial support (Enterprises)

COl 4: Private investment matching public support to enterprises (grants) (EUR)

COl 5: Private investment matching public support in innovation or R&D projects (EUR)

COl 6: Employment increase in supported enterprises (FTE)

COl 7: Number of new researchers in supported entities (FTE)

COl 8: Number of enterprises participating in cross-border, transnational or interregional research
projects (Enterprises)

COl 9: Number of enterprises cooperating with research institutions (Enterprises)

COI 10: Number of research institutions participating in cross-border, transnational or interregional
research projects (Organisations)

COl 11: Number of enterprises supported to introduce new to the market products (Enterprises)
COl 12: Number of enterprises supported to introduce new to the firm products (Enterprises)

COl 13: Number of participants in joint local employment initiatives and joint training (Persons)

Share of SMEs implementing product or process
innovations (Percentage)

Synthetic indicator:
number of trademark
application + numer of
patent applications (by
theme)
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Map 3.1: Composite indicator: Change (2008-2013) in number of new firms (1-9
employees) and number of employees in enterprises with 1-9 employees

Composite Indicator: change (2008-2013) in number of new firms
(1-9 employees) + Number of employees in enterprises with
1-9 employees
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Map 3.2: Composite indicator: Patent applications and trade-mark applications (change
2008-2013)

Composite Indicator: patent applications + trade-mark applications
(change 2008-2013)
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4 Benchmarking

4.1 Gross Value Added in Knowledge-Intensive Sectors

The maps below present the synthetic composite indicator Gross Value Added benchmarked
in the first case along the programme area and in the second case, along ESPON space, as
data availability allows. Gross value added approximates the value of goods and services
produced in a given geographical dimension (in this case NUTS-3) over a defined timeperiod.
The composite indicator reflects the gross value added of knowledge intensive services and

industries in a given area.

The synthetic indicator is composed of several sub-indicators which are individually picking up
characteristics of the overall territorial dimensions in the framework of knowledge-intensive

economic activities. The indicator is calculated in the following manner:

1 1
GVA;; = 2 *Yie + 2 *Eit

In which the variable Y;, represents normalised gross value added by knowledge intensive
industries in region i and at time t, Analogously, E;, represents normalised employment in a
given region i and at time t. Each of the variables are normalised in the following manner,
across the programme region and across ESPON Space. The individual values are scaled up

by a factor of 100 to aid with the ease of interpretation.
Ei,=(ej— min(ei‘t))/(max(em - min(ei,t))

As data sources, Eurostat data is used. Gross value added by knowledge intensive industries
is represented by the indicator Gross value added of financial and insurance activities; real
estate activities; professional, scientific and technical activities; administrative and support
service activities® of the NACE data set and the corresponding employment indicator of the

NACE data set for the same economic activities’

The scale used in the mapping is a continuous scale; a deeper shading of the colour repre-
sents a higher value. The programme area is covered with a relatively wide range of values
for the indicator. A minimum of 0.6 can be observed, with corresponding maximum of 200.
Maxima are found along urban centres, for example NUTS-3 regions around the Rhur, as well
as bordering the region of Holland. These values fade considerably in the European context
against best performing regions such as Madrid, Barcelona, Milano, Rome, Stockholm. In the
context of the programme, Dutch regions have higher indicator values than German regions.
Regions in the North on both sides of the border, and especially in North-eastern part of the

German programme area have lower indicator values.

6nama_lOr_:nga

7nama_lOr_:Sempers
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Increases in value added, in comparison with the European context, remain pronounced.
Certain economically more successful sets of regions (for example Dusseldorf and East
Netherlands) stand out in the European context. For the largest part, added value generation
patterns follow European wide trends, with significant generation in urban centres and a lim-
ited degree of (generally urbanised) clusters. In the European context, added value growth
has been relatively lower in North Netherlands and Lower Saxony.

The pattern of dispersion of value added generation in knowledge intensive sectors around
Europe is primarily city-driven. Generally, urban centres generate sizeably more value added
growth in knowledge intensive sectors, than rural and peri-urban regions. This is especially
visible on the western and eastern flanks of the programme area, with region concentration in
the metropolitan areas of Dusseldorf and Flevoland with its proximity to the Amsterdam-
Rotterdam cluster. Surrounding areas generally feature relatively lower rates of growth, point-
ing towards the existence of hinterlands which primarily supply urban areas with labour, as
opposed to housing knowledge intensive industries or services themselves. These urban-
regional divides can be observed in Lower Saxony, with pronounced differences between

Oldenburg and surrounding regions.

Another identified pattern is the existence of groups of regions with moderate to high growth
in value added in knowledge intensive sectors. These are predominantly found in the Dutch
regions of the programme area, especially on its western flank closer to the Amsterdam-
Rotterdam cluster and in Northern Brabant. German regions perform significantly more het-

erogeneously in that regard, with more concentrated patterns along regional centre points.
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Map 4.1: Synthetic indicator: People employed in knowledge intensive sectors + value added of knowledge intensive enterprises

Synthetic indicator: people employed in knowledge intensive sectors + Synthetic indicator: people employed in knowledge intensive sectors +
value added of knowledge intensive enterprises value added of knowledge intensive enterprises
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4.2 Innovation

The maps below present the synthetic composite indicator Innovation benchmarked in the
first case along the programme area and in the second case, along ESPON space, as data
availability allows. Innovation in the framework of the indicator is restricted to technical inno-
vation via patent and trademark registration, thus not necessarily reflecting the status of social
innovations. The composite indicator quantifies the innovation outputs undertaken in a given
NUTS-3 region.

The synthetic indicator is composed of several sub-indicators which are individually picking up
characteristics of the overall territorial dimensions in the framework innovative economic ac-
tivities. The indicator is calculated in the following manner:

1
Innovation = 7 P+ 5 * Ty

In which the variable P;, represents normalised patent application values per NUTS-3 region
to the European Patent Office in region i and at time t. Analogously, T;, represents normal-
ised trademark applications in a given region i and at time t. Thus, the indicator captures sci-
entific and technical innovation, in addition to capturing process innovation via new products
and similar by companies. Each of the variables are normalised in the following manner,
across the programme region and across ESPON Space. The individual values are scaled up

by a factor of 100 to aid with the ease of interpretation.

Py =it — min(pi‘t))/(max(pi‘t - min(pi_t))

As data sources, Eurostat data is used. As EPO patent applications per NUTS-2° were dis-
continued after 2012, data transformation methods were used to obtain more recent proxy
values. The indicators were broken down to NUTS-3 level and extrapolated with the trade-
mark growth rates (2012 to 2016) under the assumption that product and scientific innovation
occurs at approximate pace. Trademark values on NUTS-3 level are obtained via the indica-
tor European Union trade mark (EUTM) applications by NUTS 3 regionsg.

The scale used in the mapping is a continuous scale; a deeper shading of the colour repre-
sents a higher value. The programme area is covered with a relatively wide range of values
for the indicator. A minimum of one can be observed, with corresponding maximum of 120.5.
Minima are found in mostly rural areas in the North of the Netherlands and Germany. Maxima
are found along urban centres, for example around Venlo and the greater Ruhr and generally
in the South of the region, more than in the North of the region. Again as in the case above,
the colours fade in the European context against strong performing regions (Madrid, Barce-
lona, Milano, South Burgenland, Stockholm, Blekinge and Kainuu). In the European context,

the programme area is moderately-performing.

8 tgs00041
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In the European context, innovation (measured by patent and trademark application) is con-
centrated along urban areas and clusters of R&D institutions. These regions tend to by rela-
tively richly endowed in human capital with strong research institutions. Varying patterns can
be identified. In some areas, a concentration of innovative activities to regional centres, gener-
ally capital cities, can be observed. This pattern is strongly observable on the Iberian peninsula
with regional extrema in Madrid and Barcelona. Surrounding regions of these centres tend to
feature a very low degree of innovative output. Another observable pattern are large clusters of
regions, featuring moderate to high innovation output. These clusters generally rank in the mid-
fields in terms of absolute indicator scores. Examples of these (sometimes large) clusters in-
clude Northern Italy (with a regional extrema in Milano and a surrounding cluster of moderately

to well scoring regions), the Dutch region of Holland and Southern Germany.

In contrast with developments in gross value added, innovation output is distributed signifi-
cantly more homogeneously across the programme area. Population centres in the southern
regions of the programme area feature higher output. This is visible when contrasting North
Brabant with much less densely populated regions in Lower Saxony. Regions characterised
by strong economic output (such as Dusseldorf) perform significantly better than less strongly
developed regions. Additional factors characterising regions with strong performance in the
indicator is the existence of R&D sectors with strong interlinkages to the economy. This is the

case for the regions of Dusseldorf and Venlo.

Urban centres with established universities also perform significantly better than their rural
peers. This pattern can be observed in North Netherlands with Groningen performing margin-
ally better than the surrounding regions. As an anomaly, Osnabrick performs marginally

worse than surrounding regions, amplified by the pull of the significantly large city of Minster.
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Map 4.2: Synthetic indicator: Patent application in the relevant sectors + trade-mark applications in the relevant sectors
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4.3 Tourism and Sustainability

The maps below present the synthetic composite indicator Tourism and Sustainability
benchmarked in the first case along the programme area and in the second case, along
ESPON space, as data availability allows. The composite indicator quantifies the develop-

ments in tourism and sustainability undertaken in a given NUTS-3 region.

The synthetic indicator is composed of several sub-indicators which are individually picking up
characteristics of the overall territorial dimensions in the framework of tourism and sustainabil-
ity. The indicator is calculated in the following manner:

1 1 1
Sustainability = 3* Sie+ 3* N + 3 Ti¢

In which the variable S;, represents a normalised approximation for seasonality of the individ-
ual region. Analogously, N;, represents normalised area of NATURA 2000 habitats in a given
region i and at time t. The variable T;, represents the annual value of overnight stays in a
given region i at time t. Thus, the indicator captures tourism, as well as its volatility and the
general state of the environment. Each of the variables are normalised in the following man-
ner, across the programme region and across ESPON Space. The individual values are

scaled up by a factor of 100 to aid with the ease of interpretation.
Sie = (Sie — min(si_t))/(max(si‘t - min(si_t))

As data sources, Eurostat and DG REGIO data is used. Seasonality is approximated via the
use of a proxy variable. The variation of tourist arrivals over monthly intervals of a given year is
calculated in in standard deviations and inverted. The indicator stems from Eurostat and is
available in monthly intervals at national level™. For the size of NATURA 2000 sites, the indi-
cator NATURA 2000 area'’ is used. It measures the relative share of NATURA 2000 sites to
the overall NUTS-3 region. Overnight stays are available as coverage ratios at hotels and simi-

lar businesses on NUTS-2 scale'®. This indicator is broken down to NUTS-3 scale prior to use.

The scale used in the mapping is a continuous scale; a deeper shading of the colour repre-
sents a higher value. The programme area is covered with a relatively wide range of values
for the indicator. A minimum of 0.6 can be observed with corresponding maximum of 105.3
Minima are found predominantly in relatively more urbanised regions. Maxima are distributed

along in the North Seas coast.

As the indicator sustainability measures both increases in tourism, as well as its detrimental
impacts (via potential changes to the environment, measured by the annual seasonality of

tourism and changes in NATURA 2000 sites), a higher scoring region is not necessarily a

10 .
tour_occ_nim
M Source: EEA, DG REGIO

12
tour_occ_anor2
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region which is attracting substantially more tourists, but may shine in other aspects (e.g. low
seasonality of tourism). This can be observed in the maps below on European scale and

across the programme area.

On European scale, several kinds of well performing regions can be identified: regions with
predominantly low seasonality of tourism (e.g. regions within Belgium), regions with a large
NATURA 2000 surface area in relation to their size (particularly Northern Sweden and
Finland) and regions attracting a large degree of tourists (South-eastern Spain and Balearic
Isles). Vice versa, there are also substantially many regions which may perform relatively well
in one area (e.g. tourism), however, with a relatively low rating due to significant underperfor-
mance in other factors (e.g. concentrated seasonality around summer months). An example
of this is Portugal. Most regions in the middle ground across Europe feature a combination of
one of the factors outlined above with a relatively low rating in one of the other factors. An
illustration of this phenomenon is Northern Italy, which boasts high popularity in terms of

overnight stays, however, concentrated along summer months.

The programme region is characterised by a significant degree of heterogeneity. On the
European scale, the programme area ranks in the lower midfield, largely thanks due to its low
seasonality of tourism. Regions at the North Sea coast boast significantly higher rankings
than the more densely populated areas in the South of the programme area. This can be
observed in Friesland, Groningen and between Emden and Bremerhaven, generally due to a
combination of relatively larger NATURA 2000 sites (e.g. in Aurich and Wesermarsch) and
more tourists (Drenthe). Generally, Dutch regions tend to be characterised by a higher degree
of overnight tourists than German regions in the programme area. However, German regions,

also being less densely populated, feature significantly higher NATURA 2000 surface area.
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Map 4.3: Synthetic indicator: Tourism presences + seasonality + natural sites in good conditions
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4.4 Regional Scoreboards

In the figure below the programme area presents a series of descriptive indicators bench-
marked vis-a-vis the European context. The indicators describe a series of socio-economic,
political, and geographical characteristics of the programme area, covering general economic
performance (e.g. GDP), to more specific economic activities, such as innovation (e.g. em-
ployment in high-tech sectors and tourism (overnight stays), as well as infrastructure-related
fields (e.g. accessibility by rail) and political perceptions (perception of corruption in local ad-

ministration).

Figure 4.1: Regional Scoreboard
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The indicators are normalised across the European Union (EU28). Of each indicator, the
minimum and maximum value, as well as the Programme Area median and the EU28 me-
dian, is presented. A large spread between minimum and maximum value may indicate a
relatively large variation of the indicator values in the programme area, indicating a large de-
gree of heterogeneity. Conversely, a low spread may indicate a large degree of homogeneity
across the programme area. A Programme Area median value above the EU28 median value
indicates a relatively better p