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Introduction

Over the recent decades the co-operation between local, regional and national governments in the
Baltic Sea Region has been on the rising curve and got additional momentum in effect of the EU
enlargement. Yet despite a wide extent of the collaboration fields and the relatively high levels of
convergence in terms of trade exchange and investments, the Region needs still more integration
in order to strengthen its competitive position in Europe and to become a global player.

Socio-economic, environmental and territorial reports (see the list of reference sources) still
emphasise a need for more common efforts from the member countries of the Region to fully
realise its development potential because the good economic standing of the Baltic Sea Region
seems to result rather from successes of the individual countries. Improvements in infrastructure,
human capital development and increased economic and financial integration are considered
necessary as building blocks for enhanced regional competitiveness, growth and ultimately - jobs
and prosperity.

By virtue of its geographical scale and envisaged multi-stakeholder actions, the transnational
territorial co-operation programme is an appropriate tool for better functional integration and
territorial convergence of the Baltic Sea Region and its more competitive status towards other
European spaces. The present Baltic Sea Region Interreg Programme, which embraces the period
of 2007-2013, is the third in a row of joint co-operation undertakings of eleven countries
surrounding the Baltic Sea. Alike its predecessors, the programme is designed to respond to the
real expectations of stakeholder authorities, institutions and organisations by providing an added
value to their routine activities.

In order to draw a precise strategy for joint transnational actions, the programme must therefore
address these strengths and weaknesses of the socio-economic situation of the Baltic Sea Region,
which may be tackled upon at the transnational level. Building on the experience of Interreg |IC and
[1IB Community Initiatives in the Baltic Sea Region, this programme roots its point of departure in
the description of the situation made in the year 2001 (http://www.bsrinterreg.net/programme.html)
and attempts to identify relevant issues, which persevere despite previous programme actions or
which pose new challenge to the transnational co-operation.

Important analytical sources for the BSR Interreg Programme are provided by extensive
investigations carried out by several pan-Baltic organisations, regarded strategic partners of the
programme authorities in its preparation and implementation. The list of references includes
relevant reports by Baltic Development Forum, Baltic 21, CBSS, HELCOM, VASAB 2010 and many
others. Further useful sources include research findings by various BSR Interreg IIIB projects such
as MECIBS. In addition, specific analyses were carried out exclusively for this purpose, such as on
accessibility of the BSR.

These analyses are not replicated or presented in detail in the programme document. Instead, they
have been used to illustrate specific development problems in the Baltic Sea Region, to sketch its
profile as a basis for the transnational actions (SWOT table) and to formulate the programme
strategy, priorities and principal directions of support. The analyses are partly visualised through a
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number of maps and listed under the reference sources. Furthermore, the outcome of the Interreg
[I C and Il B projects in the BSR was used as a ground to specify the thematic scope of individual
priorities.

Built on this rationale, the programme strategy will highlight a common objective and thematic
scope of the transnational co-operation in the Baltic Sea Region in the period of 2007-2013. The
range of topics supported by the programme will be streamlined to disallow actions not conducive
to territorial development and demonstrating no added value to the existing Baltic Sea Region
experience. To set a delineation line, the document describes complementarity of the BSR Interreg
Programme to both sector initiatives at the EU level, to integrated development programmes co-
financed by the EU for Objective 1 and Objective 2 areas as well as to cross-border programmes
operating in the same space of the BSR.

The decided thematic priorities interlink one another, are based on more detailed diagnosis of the
situation and present a particular orientation (specific focus), which leads to concrete directions of
support and examples of strategic projects to be possibly launched in the BSR. The programme
also sets the targets, progress in fulfilment of which is measured by means of core indicators,
universal for all respective priorities.

Finally, the document features financial plan for the programme and its implementation provisions,
including management structures and decision-making procedures.

Eligible area of the programme
The eligible area for the programme in the Member States is defined as follows:

Denmark: the whole country,
Estonia: the whole country,
Finland: the whole country,

Germany: the States (Lander) of Berlin, Brandenburg, Bremen, Hamburg, Mecklenburg-
Vorpommern, Schleswig-Holstein and Niedersachsen (only NUTS Il area Regierungsbezirk
Lineburg),

Latvia: the whole country,
Lithuania: the whole country,
Poland: the whole country,
Sweden: the whole country.

In the Partner Countries, the eligible area encompasses:
Belarus: four oblasts: Minsk, Grodno, Brest and Vitebsk
Norway: the whole country,

Russia: St Petersburg and the surrounding Leningrad Oblast, Republic of Karelia, the Oblasts of
Kaliningrad, Murmansk, Novgorod and Pskov; for projects addressing the Barents Region, also co-
operation with Archangelsk Oblast, Komi Republic and Nenetsky Autonomous Okrug is envisaged.




The eligible area is shown in the map below.
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Socio-economic context of the transnational actions

Identity of the Region

The land area of the Baltic Sea Region is approximately 2.4 million km? and is composed of whole
or parts of territories of 11 countries. About 110 million inhabitants render an average population
density of some 46 inhabitants/km (ref. Figure 1). More than a third of the BSR inhabitants live in
Poland and nearly a quarter in Norway, Denmark, Sweden and Finland. Another quarter of the
population of the Baltic Sea Region lives in seven German Lander.

Although the land area of the Baltic Sea Region equals a little less than half of the area of the EU,

the share of its population is 23 percent and the aggregated GDP about 16 percent of the total EU

value. The figures clearly show that the BSR in overall terms does not form the economic centre of
Europe.

Nevertheless, economies of the BSR countries are growing faster than the EU average. In addition,
regional co-operation is shifting from the provision of support by Western countries (W-BSR) to
their Eastern neighbours (E-BSR) - to a more balanced exchange. In 2005 nine of eleven countries
had a higher growth rate than the EU average of 2.1 percent. One of its main reasons is constantly
increasing trade within the BSR, driven by deregulation and removal of many customs
administrative procedures in the new EU member states and inflow of foreign direct investments to
these countries. This process has been especially visible in Estonia, Latvia and Lithuania, which
have relatively benefited most from the foreign direct investment (FDI) per capita in the BSR. In
absolute terms, FDI inflow to Poland was also high. On account of the substantial growth potential




in the new Member States and Russia the BSR is forecast to be among the fastest growing regions
of Europe in the near future or even to take the leading position. Between the years 1995 and
2004, the aggregated GDP of the BSR (excluding Russia) grew by 42 %.

The engine for social and economic development in the BSR is small and medium sized
companies. SMEs make up 99% of all companies and provide around 70% of all jobs in the Baltic
Sea Region, with a high level of innovative ability. More than two thirds of new patents come not
from universities, research laboratories and major companies, but from the very smallest and small
companies. The pronounced SME based structure and a culture founded on providing support lend
the BSR a high level of innovative potential.

Prominent asset of the BSR is the presence of a water basin in the centre of the area. The Baltic
Sea is the main common denominator and resource for all bordering states. At the same time, it
forms a functional barrier in trade exchange between the Baltic Sea countries and makes
communication in the area dependent on maritime links and crossings.

A specific feature of the BSR is an important role of almost all means of transport (with some
exception of inland waterways) in the transport system of the area, which is not the case for any
other transnational space in Europe. This transport system operates, however, in a very
imbalanced territorial pattern with low density in the North and considerably higher southwards,
especially in the south-western part of the BSR. Vertical elongation of the BSR causes long
geographic distances and extensive travel times not only in internal relations between settlement
centres but also in external relations to large market areas on the continent.

In the northern part of the Region such physical barriers as vast forest areas and mountain ranges,
combined with low population density and scarcity of settlements in effect of harsh climate
conditions, additionally contribute to disparities in provision of transport services and infrastructure
across the BSR. In the southern part transport connections within the new Member States and
between those and the old members of the EU around the Baltic Sea have been on the agenda of
Structural Funds programmes and Cohesion Fund investments. Nonetheless, disparities still
persist.

The Baltic Sea Region shares many historical ties, symbolised by the legacy of the Hanseatic
League. As inheritance of the past, the area is home to many organisations acting at the pan-Baltic
level and dealing with joint solving of sustainable development (e.g. Baltic 21) and territorial
cohesion problems (e.g. VASAB 2010). Respective visions and strategies are subject to public
validation and political endorsement as high as at the ministerial level.

It must be stressed that the Baltic Sea Region was the first region in the world to articulate a
sustainable concept of future development. This innovative and forward-looking approach stems in
large part from the Region’s political and public commitments to sustainability. The Region has a
wide variety of sustainable best practices (both policy-oriented and technical) effective at national,
sub-regional and local levels. These range from innovative industrial parks to transportation
policies and from eco-tourism schemes to green product development.




One of the recent initiatives (by Baltic Development Forum) has been targeting a branding of the
Baltic Sea Region on the world arena as an easily recognisable entity, identifiable, among all, with
stable democracies, proximity of markets, great investment climate, superb education, dynamic
metropolises and successful environmental protection measures. A good ground for this initiative is
given by growing number of human interactions around and across the Baltic Sea, which solidifies
a notion of a ‘Baltic community’.

East-West divide

A unique socio-economic dynamism of the Baltic Sea Region lies in the wide intellectual resources
and educated labour force of the entire Region, in high growth potential of the new EU Member
States, in considerable market potential of North-Western Russia and in efficient innovation
systems of the old EU member states. Such combination gives the Region an advantage in the
global competition for international investments and for high-quality resources such as labour force
and know-how. These complementary assets may lead to innovative production chains and
mobility models across the national borders. However, significant differences across the Region
have to be taken into consideration.

While the gap between the older and newer market economies slowly narrowed for some years,
the latest data indicate that economic disparities between and within Baltic Sea countries are now
widening. Considerable differences in the level of socio-economic development between the
western and eastern Baltic Sea Region countries, as well as the lagging development of rural areas
in some parts of the Region are major weaknesses in terms of its overall cohesion.

Despite evident growth tendencies, territorial disparities in per capita production are among the
highest across the continent. The Region has some of the wealthiest as well as some of the
poorest areas of Europe, in many cases adjacent to each other. The disparities in general align to
the former iron curtain dividing Europe, with the largest gaps along the boundary between
Finland/Norway and Russia, and between former West Germany and the new Lander. It must also
be noted that Poland has the five poorest regions of the EU25.

This East-West divide continues to exist in such essential fields as:

— Intensity of economic production. Despite fast catching-up processes in the new Member
States (ref. fig. 2), the GDP per capita index for the E-BSR countries is still at least 4-5 times
lower than for their Western counterparts. In 1995 the ratio between the W-BSR and E-BSR
was roughly 3:1 (to the advantage of the former) whereas by 2003 this ratio has decreased to
approximately 2,5:1 (ref. fig. 3). If the relative production value of the two groups of countries
changed linearly at a steady rate, this gap would be closed by the year 2039. Such linearity of
growth, however, is highly unlikely.

— Unemployment. In effect of structural transformation of the economies towards better
productivity some new Member States and the new German Lander encountered severe
problems with securing employability of former agricultural and manufacturing workforce,
especially in the rural areas. In effect of national and regional aid programmes, co-funded by
EU, the rising rate of unemployment was suppressed and somewhat reversed, yet still in some
eastern Polish regions and the new German Lander, the unemployment rate exceeds 20% of
the people in the productive age (ref. fig 4). The unemployment rate gap between W-BSR and




E-BSR rising up till 2002 has set on a reverse trend since then due to rising levels especially in
Germany and diminishing figures in the new Member States (e.g. Poland) and in Russia (ref.
fig. 5).

Sectoral composition of employment. At a national level, Lithuania, Latvia and Poland still
have low shares of their work force employed in the service sector (ref. fig. 6). Although the
tendency of a gradual change in the structure of the E-BSR economies, from labour to
knowledge intensive activities is positive, the service sector employs only 54 percent of the
work force. In comparison, in the W-BSR the service sector provides three quarters of all jobs.
Quality of business environment susceptible to innovations. While the business
environment of the W-BSR features strong physical infrastructure (e.g. transport and
telecommunication), a skilled labour force (share of labour force with higher education), strong
clusters and companies competing on innovation and uniqueness, public support for innovation
and clustering in the E-BSR is lagging behind. Even though the E-BSR countries continue to
exhibit strong GDP growth and positive trends in tertiary enrolment and ICT investments, there
is still a large performance gap in innovation input and output indicators between on one hand
the Nordic countries and Germany, and the E-BSR countries on the other — particularly when it
comes to R&D investments, but also in patenting and scientific publications.

Issues of common concern

Both the East-West divide and diversified population pattern - with sparsely populated areas in the
north and more densely inhabited southern parts and coastal areas in the central BSR - contribute
to the picture of the area to be a fragmented, non-homogenous region with huge economic and
social disparities, both in terms of growth and stability. Its problems of common concern are
associated with:

(1)

Demographic tendencies with ageing of the BSR societies and an extending life expectancy,
which presents economic and social challenges (securing enough workforce to sustain the
growth or providing third age services); the opposite situation, however, exists in the North-
West Russian regions partially due to high mortality rates and no gains in life expectancy (ref.
fig. 7, 8).

Migration, which continues to be directed towards metropolitan areas and large cities as well
as university towns, and thereby worsens the uneven distribution of population (ref. fig. 9). This
puts a severe pressure on liveability of especially small and medium size cities in the
peripheral, rural and declining industrial areas, which loose young and well educated
inhabitants. Between 1995 and 2000 economic disparities between metropolitan and non-
metropolitan regions continued to grow. In recent years the migration processes tend to be
even more dynamic between E-BSR and W-BSR Europe because of gradual opening of the
labour markets in the EU Member States and Norway.

Large distances between the urban centres, which prevent them from evolving to a polycentric
pattern based on geographical proximity, and which determine co-operation based on
functional relations and flows. Such a co-operation is regarded a solution for the urban
settlements in the BSR to address global challenges and follow integration processes (Global
Integration Zone).




(4)

©)

Economic standing of rural areas, which cover predominant space of the BSR and which stand
as an important area of income generation, with more than 15% employed in primary sector in
many BSR subregions (ref. fig. 6).

Road transport, which makes up the biggest share in international transport of goods and the
growth of which in both short- and long-range distances has been especially evident in the new
Member States. In the last decade only, the freight volumes handled in the area have more
than doubled, and this tendency is even expected to accelerate on account of the enlarged EU
and the increased Russian trade. This may even deepen traffic capacity problems, already now
detected in the road network of the south-western part of the Baltic Sea Region, and may
cause serious environmental threats. In terms of geographical directions, a gradual shift of
flows to the east-west exchange is being observed.

Enormously high growth of passenger aviation due to expansion of low fare air carriers, which
breaks a so far low accessibility pattern of many remote and poorly connected areas in the
BSR and which stands as a serious competition to long-distance passenger service on land
and ferry crossings on sea. At the same time, however, this growth causes environmental
problems.

Safety on sea issues, on account of the Baltic Sea being the most crowded water basin in
Europe. It is predicted that the risk of accidents and environmental damage may even increase
with fast growing ferry services to and from the new Member States and with more and more
voluminous transports of crude oil and oil products by seas from the Russian ports on the Gulf
of Finland. According to the forecasts, in the year 2020 shipping is to become the leading
mode of transport in the BSR trade, carrying 54 percent of the total volume of internationally
traded goods. Another means of transportation - sea bottom pipelines - also require special
attention with regard to their environmental impacts.

Water pollution, by nitrogen and phosphorous inputs from the Baltic Sea catchment area.
Although in general nutrient loads within the area have decreased over the last 15 years — due
to active water protection measures, more sustainable agricultural practices and structural
economic changes in new Member States - algae blooms have become more common due to
existing and still growing eutrophication.

Natural disasters such as massive floods affecting several countries, hurricanes or fires of
forests, which happened frequently in the recent past.

(10)Energy efficiency, where positive developments can be seen with better access to clean

technologies and fuels. Significant challenges still remain in reducing CO2 emissions, the major
greenhouse gas contributing to climate change. Currently, the transport sector in the BSR is
the fastest growing contributor to Europe’s rising energy demand and CO2 emissions. The poor
accessibility of some parts of the region (especially in the north and the east) due to
deficiencies in transport infrastructure and the persistence of functional barriers pose further
challenges to the sustainable development of transport.
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The summary of trends challenging the programme (SWOT)

STRENGTHS

Strong cluster base, including leading clusters, rich
portfolio of regional clusters and advanced
industries having their base especially in W-BSR

Strong political support to BSR co-operation though
existent pan-Baltic associations and high degree of
institutional organisation across the BSR

Well-educated population and considerable R&D
capacity as a high potential for knowledge-based
development

Innovative potential of Baltic SMEs

Dense network of maritime connections, especially
in the western part of the BSR

Advanced multimodal transport solutions in some
parts of the area

TEN-T network extending to countries neighbouring
the EU

High ICT usage in some parts of the BSR (top
leading countries)

Well developed monitoring system on the
environmental quality of the Baltic Sea

Good scientific knowledge base for management of
the marine environment

Established ICZM and river basin practices at the
local and regional level as a good potential for
transnational co-operation

The ‘Baltic community’ concept seen as a common
property in all BSR countries

Vision of the territorial development of the BSR
acknowledged by the pan-Baltic ministerial co-
operation

Good experience of transnational co-operation at all
levels in effect of the Interreg IIC and IIIB
programmes in the BSR.

System of metropolitan regions acting as engines of
development towards a Global Integration Zone

Relatively good coverage of the area by
transnational territorial development zones
enhancing cohesion and integration in the BSR

Great nature values of European interest, relatively
high quality of environment (incl. vast forest areas)
and important cultural heritage

WEAKNESSES

Insufficient usage of innovative potential
(input/output ratio) and absorption capacity in some
parts of the BSR, especially in rural areas

Large disparities in the territorial distribution of
leading clusters

Insufficient support structures for boosting and
transferring innovations due to low population and
settlement density and lagging behind socio-
economic development especially in the E-BSR

Peripheral geographical location of the BSR to
important economic centres on the continent and to
global gateways and hubs in Europe

Poor accessibility of some parts of the BSR
(especially in the north and east) due to deficiencies
in land and air transport infrastructure and
perseverance of functional barriers (e.g. national
planning systems)

Decreasing traffic capacity around some
metropolitan areas

Lack of a strong common approach encouraging
actions to restore the good quality status of the
Baltic Sea

Lack of transnational co-operation and joint planning
in usage of Baltic Sea space and in minimalisation
of risks caused by economic activities and natural
disasters

Prevalence of the monocentric settlement pattern
and weak structure of small and medium sized cities
in several parts of BSR

Lack of potential for city networking based on
physical proximity because of low population density
in the northern and eastern part of the Region.
Large disparities in the status of socio-economic
development between W-BSR and E-BSR, as well
as lagging behind development of rural areas in
some parts of the BSR
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OPPORTUNITIES
— Formation processes of new competitive clusters

— Improving national framework conditions on
fostering innovations in all countries

—  Using the excellent preconditions to develop and
market the BSR as a model for:

0 Aknowledge and innovation-oriented area

o Demonstrating the linkage between growth,
social progress and protection of the
environment

o Demonstrating that quality products, efficient
organisation, boosting innovation and high
social standards can be combined for global
competitiveness

—  High potential to absorb future transport growth
through maritime services

—  Opportunity to enhance the gateway function of the
BSR in serving especially flows to and from Russia
and the Far East market

— Rising penetration of air services and advanced
communication (Internet, mobile phone) to
counteract peripherality and low population density

—  Growing awareness of the poor status of the Baltic
Sea environment as manifested in e.g. algal blooms
or changes in composition of fish communities

—  Strong potential to benefit from globalisation due to
highly developed businesses and advanced ICT
technologies in some parts of the BSR and to the
sizeable BSR market

— Good natural and cultural heritage incentives to
develop pan-Baltic tourism products as a measure
for the BSR branding

—  Complementarity of the BSR Interreg Programme
2007-2013 to cross-border and Objective 1
programmes in the BSR

—  More and more widely used e-government practices

THREATS

Insufficient progress in developing a knowledge and
innovation basis in the E-BSR

Decreasing potential for innovations due to
unfavourable evolution of population structure

Increasing regional disparities inside the BSR
countries

Declining public passenger transport services and
heavy increase of road transport due to weakness of
more environment friendly modes.

Environmental problems associated with the growth
in both road and sea transport

Increasing territorial divide in access to ICT and
absorption capacity of digital services

Lack of political commitment and low harmonisation
of national management plans and legislation
related to the marine environment

Economic development needs overriding other
interests and weakening efforts to safeguard
sustainable development of the Baltic Sea and its
catchment area

Disadvantageous demographic (e.g. ageing and
negative birth rate) and migration processes in
already sparsely populated parts of the BSR

Natural disasters such as rising sea level, flooding,
fires of forests etc.

The challenges

Both the socio-economic situation of the BSR and its specific profile (visualised through the SWOT
analysis) provide particular challenges for transnational actions in the BSR.
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The programme, however, through its soft actions is not able to directly influence socio-economic
performance of the area (see the chapter on positioning and complementarity of the programme). It
may, in turn, provide ground for investment interventions, aimed at minimising of the East-West
divide and at resolving issues of common concern. For the programme, more direct opportunities
for change are associated with building a common identity of the Baltic Sea Region, in case of
which branding, marketing and networking actions are applicable.

Based on the fact that the Baltic Sea Region boasts specific competitive advantages with regard to
high levels of education, further education, R&D personnel and expenditure, the exploitation and
promotion of that territorial capital shall be a core activity of the programme. An asset to be
exploited is location of several leading scientific and technologic clusters in the BSR. There is also
a broad awareness in the societies around the Baltic Sea that economic activities should result in
social progress and development of the personality, which in turn provide again a precondition for
economic progress and innovation. In that context also existing high degrees of organisation, public
participation in planning and development activities can be used and further enhanced.

The exploitation of such capital is supported by dense communication networks and intensive use
of e-communication as well as an extraordinary high degree of organisation with dozens of
institutions and associations working transnationally around the Baltic Sea.

Under those conditions, fostering innovations is the key development factor for the BSR. A major
challenge in that context is a better association of partners across the Region to intensify the use of
human resources and organisational advantages for a broad application of new knowledge in the
BSR economy. Given the partly disadvantageous population structures (over-aging population) the
BSR should be made attractive for young innovative individuals from other parts of the world.

Excellent accessibility as well as transport and communication infrastructure is an important
precondition for the transfer of knowledge and information. The BSR has specific features of
certain peripherality towards the main economic areas of EU and of a transport system where all
land (rail and road), sea and air modes have almost equal importance. The key challenge is hence
to develop an intelligent multimodal transport system across the area and to compensate
disadvantageous effect on accessibility through the development of efficient links between external
(trans-European) and national down to regional/local transport networks. Also adaptation to
unfavourable climatic conditions in the northern parts has to be taken into consideration. The
transport network needs to be adapted to increasing flows of passengers and goods and towards
diminishing disadvantages of a peripheral location of large BSR parts to central European areas. In
that respect, information and communication means may become mutually supportive.

Another specific condition is attributed to the location of the Baltic Sea in the very centre of the
programme area, which poses at the same time a barrier and a linking element to the co-operation.
The Baltic Sea is an important means of transport, subject of the sea-based economy and an
important area for recreation and tourism. Through its discharging rivers the Baltic Sea is affected
by the agricultural, industrial and residential management patterns in the whole drainage area. It
thereby becomes a strategic common resource to be exploited, managed and protected. Because
of multiple functions the Baltic Sea has to perform, a wide management and reconciliation of
different needs and interests focused on the same territory becomes a real challenge for the
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transnational actions. A growing number of commercial activities affecting the Baltic Sea resources
call for transnational management and resolution of respective use conflicts, which will help exploit
economic potential of the sea in a sustainable manner at the national, regional and local level.

An outstanding specific natural and cultural heritage of the BSR should be given a twofold
perspective. It should be maintained, used and further improved as an excellent soft environment
and sustainable resource for future generations and at the same time should be regarded a
location factor for business development and production of innovations. Cultural heritage of the
BSR represents an important asset for a further enhancement of the regional identity, which should
be used to attract domestic and external tourists and to support forming of an attractive business
environment. In the past, several examples were created on maintaining, using and marketing
elements of that heritage for the BSR development. An integrative and harmonised view on how to
exploit the economic potential of these resources in a sustainable way is, however, still needed.

In order to maintain the unique features of the natural environment, also protection and long-term
strategies have to be launched, addressing e.g. an adaptation to climate change and prevention of
natural hazards.

All strategies and actions mentioned above should be reconciled with sustainable urban and rural
development. This includes city co-operation on strategic issues in order to strengthen the BSR
competitiveness at the global level. For internal BSR integration, functionality of secondary (small
and medium-sized) cities has to be given attention. Of similar importance are strategies and
practical solutions how city development can be combined with enhancement of surrounding rural
areas.

Finally, all development strategies in the BSR have to pay attention to the huge East-West divide
as well as to specific settlement patterns with large areas of low population and settlement density.

The described profile of the Baltic Sea Region needs to be reflected in the transnational co-
operation actions. Bearing in mind limited available funding and presence of other co-operation
programmes at the national, cross-border and interregional level, the proposed actions shall be
given a clear focus as to implement a common strategy and to realise a common objective.

Strategy and focus of the programme

The Baltic Sea Region has become a European laboratory of integration where three different
economic backgrounds and cultures came together. Joint transnational projects, which gathered
together partners from old and new EU Member States as well as from the neighbouring countries
(Belarus, Norway, Russia), substantially contributed to the territorial convergence and building of
durable networks of co-operating organisations and institutions.

The Baltic Sea Region Interreg Programme 2007-2013 follows the logic of the two past

transnational programmes - Interreg 1IC (1997-99) and Interreg 1IB (2000-2006) but presents a
new stage of transnational co-operation in the area. The mutual learning process, which started
from the exchange of experience in spatial planning and development, and which went through
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commonly elaborated studies, action plans and strategies, will for this period aim to demonstrate
the Baltic Sea Region profile and identity in addressing the challenges of the EU’s Lisbon and
Gothenburg strategies. In this process pan-Baltic organisations are considered a strategic partner
who supports the programme preparation and implementation.

The programme — reflecting the trends and tendencies of the area’s socio-economic situation — will
address issues that need intervention at the transnational — Baltic Sea Region - level. The
programme will hence relate to the deficits in the territorial cohesion at the overall BSR level, with
an emphasis on the existing East-West divide in the distribution of socio-economic processes (ref.
the general analysis). For the long-term regional sustainability of the BSR essential is a future role
of Russia as an increasingly influential neighbour and partner in various co-operation domains. The
programme will also tackle adaptation strategies to the development setting that cannot be
changed in medium term, such as scattered settlements, low population density and harsh climate
conditions in the northernmost territories. Further, the programme will respond to demographic
processes, such as ageing and migration, and their resulting effects on the general business
environment and the labour market situation. Last but not least - the programme will accentuate
actions dedicated to management of the common asset for all countries involved in its
implementation — that is the Baltic Sea.

Bearing that in mind, the programme will attempt to stimulate the identified strengths and diminish
the detected weaknesses (see the SWOT table). Its ambition is to wisely assimilate needs of a
better territorial cohesion of the Baltic Sea Region, a demand to raise competitiveness of the whole
area and its individual parts and a necessity to carefully manage the sensible environment of the
Baltic Sea to achieve more sustainable pattern of development. Pursuing this, the programme will
not substitute any national or EU-co-funded development programmes, which may address similar
thematic fields, but will endeavour to yield an added value by demonstrating the overall Baltic Sea
Region dimension of the envisaged actions. In effect, the programme’s benchmarking results may
find application in the other territories and programmes, on account of its twofold - European and
Baltic — perspective and in accordance with the possibility to extend its activities beyond the BSR
co-operation area.

As the programme operates at the transnational level and promotes functionality of the Baltic Sea
Region, its overarching strategic objective is:
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By such a formulation, the programme highlights the intention to act as an agent for boosting the
socio-economic capital of individual territories by providing them with a framework to be bridged
together. Through its thematic scope the programme will on one hand contribute to smoother
transfers of competence, flows of goods, passengers and information as well as diffusions of
innovation over the national and regional borders within the Baltic Sea Region and on the other —
will provide ground for common actions to improve Baltic Sea environment and to use its space
and resources in a sustainable way. In effect of the Programme the connected potentials of
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individual territories will stimulate faster integration of the Baltic Sea Region into the global
economy as well as its internal convergence, increased investment attractiveness, higher regional
productivity, and better quality of the environment. Overall, in terms of socio-economic
competitiveness (including environmental assets), the programme-conducive actions will help
acknowledge position of the Baltic Sea Region as global player.
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In order to implement the strategy and to realise the objective mentioned above, the programme
will demonstrate specific focus in terms of geography and thematic range of co-operation as
well as through laid down understanding of transnationality and good project quality.

Geographical focus

The primary geographical focus will be on tackling the existing divide between the Western and the
Eastern BSR (including also the new German Lander). Beside stimulating integration between the
old and the new EU Member States, particular attention will be given to intensified co-operation
with Russia and Belarus. An important aspect of urban-rural dimension will be addressed through

16



acknowledgment of BSR cities as engines for socio-economic growth maintaining mutual functional
relations with their rural hinterlands.

Thematic focus

The programme is streamlined to four priorities. The content within those priorities is dedicated
to issues of strategic character, which are specifically relevant for the BSR (see the summary of
trends challenging the programme). In order to sharpen its profile, the programme concentrates
mainly on outstanding advantages of the BSR in organisation, education, public participation,
unique natural and specific features of cultural heritage, a specific transport pattern and the Baltic
Sea as main common resource. Parallel to promoting the strengths, the programme also attempts
to diminish weaknesses, such as geographical peripherality or to find adaptations to conditions
which can hardly be changed, such as low population density and harsh climate. Within all
priorities, supported activities will be highlighted against those not supported.

The first priority will focus on facilitating generation and diffusion of innovations across the
BSR to help achieving an integrated innovation environment. Although the promotion of innovative
approaches is an overall requirement for all priorities, a specific priority is dedicated to core
innovations in the field of natural and technical but also organisational knowledge (e.g. business
services, design and other market-related skills). The priority will supplement innovation
approaches in other socio-economic and territorial co-operation programmes effective in the Baltic
Sea Region space, looking at innovations as regional development factor in the scale of the whole
BSR. It is intended to promote the performance of ‘sources’ for innovation, transnational clustering,
networking and spreading of innovation as well as to broaden the social basis for application of
new knowledge and innovation. In that respect the priority will promote a triangle co-operation of
academic sector, public administration and private companies in a form of a 'triple helix’. The
priority will not support research and laboratory projects dedicated barely to production of
innovation as well as networking of scientists alone. The latter should be linked to regional
development and application of scientific results.

The second priority is in particular dedicated to improving the external and internal accessibility

of the Baltic Sea Region. The focus of the priority will lie upon promoting of such joint transnational

solutions in the field of transport and ICT, which overcome the persistent impact of functional

barriers both to diffusion of innovation and traffic flows and thereby strengthen its sustainable

economic growth and territorial cohesion.

Such barriers include:

= National borders, which cause low interoperability of national transport networks,

= Water basin of the Baltic Sea, which forms a physical obstacle in serving flows of goods and
passengers,

» Interfaces causing low compatibility between European/national and regional transport
networks, which may hamper access to market areas in the BSR,

= Low numbers of target population inhibiting provision of large-scale public transportation and
market-run ICT installations in some areas,

= Not harmonised transport and ICT policies on various tiers of governance — and their
incoherence with comprehensive regional development actions.
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The priority will also be orientated to further integration within the strategic development zones
spread along the transnational transport corridors in the BSR analysed within the framework of
Interreg IIC and I1IB programmes. Moreover, it will be open to actions enhancing co-operation
along these transport corridors, which link individual parts of the BSR and which may become axes
for new transnational development zones.

The priority would favour a multi-stakeholder approach in solving the identified problems from the
perspective of sustainable economic growth, territorial cohesion and better connectivity of urban
settlements. At the same time it will not sustain mono-sector actions dedicated to improving
transport patterns and will not support research-orientated and tool-making projects in the field of
logistics.

The third priority concentrates on issues related to the Baltic Sea as common resource. It aims
to promote a sea-based economy and sustainable use of marine resources through cross-sectoral
means and measures as well as to support an integrated development of coastal and offshore
areas. The priority addresses the issues of maritime economy and marine resources, maritime
safety and minimalisation of environmental risks, offshore planning and management, and
integrated coastal zone management. Specific attention will be given to the inland and coastal
areas and resources management in the context of climate change tendencies and demographic
changes in the BSR.

Preference will be given to projects opening up new opportunities in using marine resources,
tackling environmental risks and life protection through addressing obstacles in the present
governance and legislative systems towards improvement. No support will be given to projects
limited to data collection and management as well as to local/regional activities of pure cross-
border character.

The forth priority looks at the issues tackled in the other priorities from a more synthetic and
complex point of view by investigating how to use the public policies to make the settlements and
their networks in the BSR more competitive at a European scale. The priority will also allow for
multi-stakeholder and cross-sectoral strategies at the pan-Baltic and transnational level. Based on
a thorough evaluation of the outcome of Interreg Ill B Baltic Cruise Project, a joint BSR marketing
will be continued. The thematic scope of the priority includes: co-operation of city networks, urban-
rural partnerships, development of settlement patterns in the context of demographic changes and
migration, shaping of natural and cultural environment as factors for the BSR competitiveness as
well as development and marketing of pan-Baltic assets and tourist products.

All four priorities demonstrate self-explanatory interlinkages. The first priority addresses human
resource skills and organisational advantages of the Baltic Sea societies as a primary condition for
a broad application of new knowledge in the BSR economy. In order to successfully spread the
innovations across the BSR - good accessibility to people, services, knowledge and information as
laid down in the second priority is necessary. In terms of geography, innovation tends to be nested
in well accessible and development zones connecting larger cities. City-nested innovation and
communication links between the cities - together with their rural hinterlands and located there
natural and cultural assets affect the local and regional competitiveness (fourth priority). Finally,
the Baltic Sea, to which the third priority is dedicated, stands as both the bridging and separating
element in the contacts between various places. Its fragile sustainability depends upon
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environmentally friendly transport solutions, innovative approaches in sea-based branches of
economy and wise management of the coastal and offshore areas where the tourism and other
activities stem from the area’s natural and cultural assets.

Strategic projects

The programme pays particular attention to so-called strategic projects and recognises examples
of these within each thematic priority.

A project is regarded strategic if it demonstrates the following features:
= jts geographical area or area of influence encompasses the whole BSR, and
= jtrefers not to a single standing local or regional case but to a problem essential for the
stable development of the whole BSR, and
= it has a strong political backup at the national level, which takes responsibility for
endorsement of the policy recommendations.

Transnational and quality focus

The focus of the programme allows a wide range of topics of transnational relevance to be tackled
upon by the projects along the listed directions of support. A complementary selection tool applied
in the programme is the quality principles and requirements to be met by upcoming project
proposals.

Specific focus of the transnational programme requires that the projects should in first turn follow
the principle of transnationality. This means:
» to address topics of importance for or having impact on the BSR development,
» to develop model solutions and learning experience in a transnational context, i.e. through
a common process of actors of various countries, or
» to provide development proposals (strategies, programmes, concepts) for a contiguous
transnational territory (e.g. transport corridor-related development zone), or
» to ensure joint project development, management, financing and implementation.

In this context, essential is the involvement in project implementation of partners from at least three
countries from the programme area.

Two different project approaches are possible:

» To develop common solutions in a transnational context, i.e. through a joint co-operation of
actors representing various non-adjacent or interlinked to each other geographical areas,
or

» To undertake joint actions alongside an individual corridor, development zone, tourist route
or other physically or functionally interlinked area, such as transnational clusters and
networks in various fields (where the methodology and learning experience as well as pilot
activities should form part of project results).

Further, future transnational projects in the BSR should demonstrate specific quality
requirements to respond to the profile of the programme. They include:
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contribution to sustainable development — the proposal should relate to the Lisbon and
Gothenburg strategies by aiming at strengthening growth, competitiveness and
employment, at securing social inclusion, as well as at protecting and improving the quality
of the life and quality of natural environment on the territory in question; this means in
practice that the proposal should include all these aspects in the working methodology on
solving the identified problems

integrated territorial approach — the proposal should contain a comprehensive concept
how to tackle the identified problem, which affects development of territory in question
(target area of the project); the concept shall include multidisciplinary actions and should
involve actors from various sectors and administrative levels striving for elaboration of
common solutions (which should fulfil the principle of sustainable development)

region building - the proposal should contribute to competitiveness of the whole BSR and
to its territorial cohesion by reducing territorial disparities, which have arisen particularly
because of lagging behind development of some regions

added value - the proposal should demonstrate innovative approach; in other words, it
should differ from already available transnational solutions for given problem or given
territory in order to avoid duplication of work and usage of the already known methodology;
the principle requires that the project owners familiarise themselves with results of previous
transnational projects within the framework of BSR Interreg IIC and llIB programmes and
have orientation on parallel running initiatives

competence rising — the proposal should see to it that through networking and exchange
of good practice the institutions involved in the proposal increase their capacity in running
sustainable economic development policies; furthermore, the principle implies that the
proposal should produce model solutions and learning experience (e.g. recommendations),
which may be applied on other territories, thus contributing to accumulation of competence
at the overall BSR level

durability — the proposal should aim at producing results and establish structures which
exist beyond the lifetime of projects; in that sense the programme funding should serve as
start-up financing towards durable and sustainable solutions; in practice, the proposal
should demonstrate a problem-solution orientation, that is a clear path from planning and
studies to concrete large-scale investment projects it is expected to prepare or launch

In order to comply with the profile of the transnational programme, all future projects will be
requested to meet quality requirements. Within these requirements, more emphasis will be placed
on the following aspects:

Projects shall create example (model) solutions to meet the respective challenges, such as
improving preconditions for a specific transport link or help establishing and promoting
transnational development zones with particular importance for the BSR integration. Beside the
creation of models, all projects need to highlight and produce learning experience in written form,
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for instance with recommendations on how (and how not) nature protection can be combined with
economic development, on how (and how not) to develop, to market and to durably manage a
transnational culture route, on how to establish a permanent politically supported trans-border
cooperation within a development zone or how to foster innovations as a regional development
factor.

Projects should also continue striving to prepare investments of transnational relevance. Pilot and
other demonstrative investments in a transnational context (as defined further below) should as far
as possible form an integral part of projects.

In light of the programme focus and the quality requirements, the pilot and demonstrative
transnational investments are defined as follows:

Pilot and demonstrative transnational investments come out in the course of the project in effect of
a joint transnational work. Their preparation, implementation and evaluation should be done in a
clear transnational context. This context means that the project should either:
= follow a transnational physical or functional link (e.g. transport corridor, tourism route,
network), the placement of which has been analysed from a transnational perspective (as
an innovative element compared with a standard site analysis) and which demonstrates a
socio-economic or environmental impact over the national border, and/or
= create a blue-print solution through a case study in one area, which is in the following
milestones jointly evaluated by the project partners and transferred for testing in at least
two other participating countries

The strategic aspects of projects will be strengthened either through highlighting the strategic
importance of the respective project against the programme background or through direct or
indirect involvement of national/transnational authorities. Stronger involvement of national
authorities should not be understood as weakening of the role of regional/local authorities in the
programme. On the contrary, it calls for a new partnership between national/transnational and
regional/local authorities and organisations. In that partnership, national authorities take care of
strengthening the strategic project character and model solution approach, while the regional/local
authority develops the solutions on the ground. The term “think globally, act locally” is the main
approach to be applied.

New quality has to be achieved also with regard to transfer of project results. National authorities
are requested to assist in transfer of (wide applicable) project results. All projects should foresee a
higher budgetary share for transfer activities preferably in all involved countries and should better
disseminate project results also through mass media, so that the benchmarking effects are clearly
seen at the programme level. In the project application a significantly more precise and measurable
description of project outputs should be secured.

More tangible outcomes and joint implementation actions should be envisaged. While the
Interreg Il C programme in the BSR has largely focused on analyses, data bases, GIS, thematic
studies, plans, development concepts and regional action programmes, the Interreg Ill B
programme added to that a considerably higher share of feasibility studies, marketing strategies
and concepts, transnational action programmes, technical and economic expertise, “best practice”
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handbooks, tourism products, networks, establishment of development agencies, information and
centres, institution and capacity building, small scale and pilot investments, and publicity actions.
Countable impacts on environment (reduction of emissions, saving energy), business development
(start-ups) and job creation were achieved by many projects.

The present programme should continue in that direction and reach a new quality. More focus
should be given to the creation of new business opportunities, establishment of centres of
competence, knowledge transfer and of durable networks, investment proposals in transnational
context, practical solutions to attract potential investors and foreign direct investment, working out
of pan-Baltic strategies and action programmes as well as joint implementation of project results (to
be done in partner institutions and external actors through political agreements, improved
procedures, instruments, organisation, administration, education and legislation).

Positioning and complementarity of the programme

As emphasised, the BSR Interreg Programme roots its actions in the transnational experience
accumulated in the Baltic Sea Region in the course of two preceding Interreg Community
Initiatives. Parallel, however, it draws inspiration from the present challenges inscribed in the
European policies, which shape its profile, strategy and focus.

First of all, the programme endeavours to provide a territorial dimension to Lisbon and Gothenburg
strategies by looking at geographical distribution of growth, innovation and employment processes
in the Baltic Sea Region and by offering an area-wide platform for joint sustainable development
actions between the countries.

Second, the programme addresses the need for stronger territorial cohesion of the European Union
set forth in the European Spatial Development Perspective and investigated under the ESPON
Programme by offering a comprehensive approach to tackling such issues as: urban and rural
growth, innovation capacity, accessibility, migration and demographic changes, nature and culture
management, climate change and territorial competitiveness. Their state of development is viewed
upon at the BSR level and further elaborated in order to include situation in the programme eligible
areas of Russia and Belarus.

Third, through the chosen priorities the programme corresponds to relevant EU sector policies —
yet in contrast with support programmes for given sector - it promotes actions conducive to
integrated territorial development using a multi-stakeholder approach (engagement of various
sectors and authority levels). As an example, a substantial basis for future projects seeking support
within the priority of external and internal accessibility of the BSR are European transport and ICT
policy documents (e.g. White Paper on European Transport Policy for 2010, TEN-T guidelines,
documents on rail transport and interoperability and on more competitive public transport, eEurope
2005, i2010 etc.). The taken perspective should, however, be much broader, depicting regional
development background of the signalled problems and showing territorial impact of the envisaged
solutions. Another example is the EU 7th framework programme on research and technological
development, which could be complemented through transnational territorial actions in the Baltic
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Sea Region. At the same time, transnational projects could prepare issues to be approached in
more depth in the framework programme.

The BSR Interreg Programme demonstrates clear features, which make it distinct from other
integrated development programmes existing in the same BSR space. By nature of the
transnational co-operation, the programme positions itself in between regional development and
cross-border actions. It does not finance any large-cost and durable infrastructural investments
(like Objective 1 area programmes), but on the other hand it does not support short-lasting people-
to-people contacts (like cross-border programmes). By scale of the transnational co-operation, the
programme operates at the Baltic Sea Region level and features actions having pan-Baltic impact -
contrary to the other two programmes, which are confined to administrative borders of respectively
one region or a few regions adjacent to the state boundary.

A substantial value of the BSR Interreg Programme lies in its complementarity to other
programmes and initiatives. It may be regarded a useful tool in the planning and investment
process, which starts with intensified human contacts and launching of the idea (e.g. supported by
the cross-border programme) and ends with the concrete investment (e.g. supported by the
Objective 1 area programme) managed later by a public-private consortium (e.g. partly financed
through the Marco Polo Il programme). It goes so as the programme facilitates:

+ Raising awareness among the stakeholders about an evidence for co-operation across the
borders,

«  Enrichment of policy-making tools and instruments,

 Improvement of a regulatory framework in particular field of activities by their better correlation
and harmonisation with neighbouring countries,

Optimised preparation of investments by investigation of their potential impact over the national
borders and by designation of investment sites providing advantages for their surroundings
(e.g. for commuting areas not bound to administrative borders),

+ Involvement of private sector representatives who before the expected partnership may
monitor the planning process and influence its course.

Priority 1 Fostering innovations across the BSR

Background

Innovations can be seen as the measures by which regions and their economical actors adjust to
the global economy. Compared to other European and world regions, the BSR has specific
potentials and competitive advantages with regard to high levels of education, further education,
R&D personnel and expenditure. The BSR average rate of R&D investments reaching 2.5% of
GDP and of 3833 researches in R&D per million inhabitants are significantly above the European
average. There are however large differences between for instance the Nordic (>3 %) and the
Baltic countries (< 1% of GDP). Leading scientific and technologic clusters exist in fields such as
electronics/mechatronics (including information and mobile technology), forestry, life sciences,
energy/renewable energy, oil-, gas- and bio-technology, medicine/health care maritime economy
incl. arctic ship-building. Such potential is coupled with high degrees of organisation, public
participation and communication. The output from that capital, however, for instance in form of
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patents, is not sufficient and below EU standards. To exemplify, central part of the BSR has a size
of a work force in the ICT sector comparable to the Silicon Valley, but because of lack of integration
it generates only a quarter of the corresponding business value.

One of the identified factors for lower competitive standing of the BSR as a whole may be
insufficient international networking, regarded - apart from product development and better work
methods - a pre-requisite for creating a successful innovation environment. A key issue in that
respect are the prevailing differences with regard to capacity and functioning of leading clusters
and innovation systems, economic performance, labour costs and demographic structure within the
BSR and notably - between the western and eastern parts of the area.

All BSR regions and economies are small individually but jointly possess a mass that can make the
region a global player if integration can be substantiated. The necessity of decreasing costs of
access to market and information demands strengthening of the local and global networking among
the BSR actors in order to stimulate more integrated innovation environment. This especially holds
true to the Baltic SMEs, which need assistance in their international activities.

The main challenge is to intensify the use of human resources and making use of organisational
advantages of the Baltic Sea societies for a broad application of new knowledge in the BSR
economy. One of the means may be to further strengthen the already existing clusters and
innovation systems in the western part of the area while at the same time promoting new ones in
the eastern part in order to reduce socio-economic disparities and strengthen the competitiveness
of the BSR vis-a-vis major global competitors. Waking up and using the innovation potential in the
E-BSR shall be considered a specific opportunity, too. Significant efforts have to be undertaken to
make better use of the existing potential and to improve the input/output ratio on innovations.

Orientation

Innovations are commonly described as successful production, assimilation and exploitation of
novelty in the economic and social spheres. Innovations will therefore be considered in all priorities,
measures and projects of the BSR Interreg Programme, notably in action fields of transport and
telecommunication, environment and development of settlement structures.

The specific focus of an action field on fostering innovations across the BSR as a regional
development factor will be on three issues:
» Supporting the performance of innovation sources, particularly the existing industrial
clusters and stimulating the emergence of new clusters, notably in the eastern part of the
BSR,
» Facilitating transnational transfer of technology and dissemination of knowledge, and
» Strengthening the social fundament for better generation and absorption of new knowledge
and supporting policy co-ordination.

The priority will encapsulate nature and technologic sciences and knowledge but will also pay
attention to selected non-technical innovations, such as business services, design and other
market-related skills. Clustering in other fields such as organisational, social and economic
sciences might be supported indirectly here or under the other priorities. At the same time, projects
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should link their activities to regional development instead of merely focusing on networking within
their specific scientific/business sector. The programme will not only cater for better performance of
the leading clusters but will also nourish promising bottom-up initiatives. Activities should also lead
to attracting knowledge and technology-intensive foreign direct investments and take-up of relevant
breakthrough technologies developed elsewhere. Improving the analytical basis on innovation
issues such as consistent data on clusters and cluster policies as well as knowledge flows and
barriers to regional integration should from part of projects.

A thematic guideline for future projects in this priority to address innovation issues in a
transnational context and to expose their regional development dimension is exemplified by already
ongoing Interreg Ill B projects, such as:

 Baltic Sea Virtual Campus and ScanBalt Campus — which aim to establish e-learning
structures and transnationally coordinated courses, transfer networks and durable
institutions (e.g. the Scan Balt Academy as an expert/advisory council in the field of life
sciences);

e BBDN and B-SME - which intend to found durable institutions (e.g. the Virtual Baltic
Development Agency) as well as develop support products (training programmes),
structures and networks to stimulate international activities of Baltic SMEs;

»  Connect BSR and Connect BSR+ - which target development of clusters according to the
triple helix model, including the development of new companies, raising venture capital and
developing a model solution (blue print) out of the experience gained so far.

Moreover, actors in innovative fields like mechatronics have made first steps towards joining their
forces and spreading knowledge.

That experience should be thoroughly examined by projects, further widened to other relevant

fields and deepened in the directions given below. Aspects of the ‘foresight method’ as elaborated
in the North Sea study on innovation might also be included.

Directions of support

1. Supporting the performance of innovation sources

creation of model solutions in provision of appropriate technical (energy, transport,
communication) and social infrastructure (education, further education, access to R&D
resources, centres of excellence and competence), through adequate services, spatial
planning and administrative support and exploitation of cultural differences in order to
enhance cluster performance at the BSR level

stimulation of establishing of new clusters, notably in the E-BSR

connecting the capacity of regional clusters across national borders

enhancement of BSR trade and flows of FDI through transnational collaboration and
partnership between private sector and public administration (e.g. supporting co-
operation between SMEs from different countries, supporting outsourcing activities within
BSR, influencing national and regional legislation etc.)

joint creation and dissemination of examples to better use the innovative potential of
employees in enterprises

joint use of reciprocal (expensive) research equipments, labs, environmental tests
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joint development of knowledge-intensive business services

transnational benchmarking of successful clusters, support schemes and policies

joint creation of model solutions and transferable results through collaboration within and
between various clusters across national borders

joint marketing of BSR achievements and capacities in creation and transfer of innovation
and in attracting foreign direct investments

2. Facilitating transnational technology transfer and dissemination of knowledge

provision of links between R&TD facilities and international centres of R&TD excellence to
improve access to scientific knowledge and technology transfer

development of transnationally relevant financial, organisational, legal and administrative
support frameworks for technology transfer institutions

co-ordination of approaches to business-driven innovation policies and strategies at
national and regional level across the BSR

creation of BSR support structures (support arenas, networks of national centres,
transnational centres) for innovation and qualification

joint efforts in improving access to knowledge and competence of SMEs in their
international activities

joint pilot implementation of broadly applicable innovations in BSR economy, notably in
SMEs and craft firms (e.g. to facilitate routines or environmentally friendly production)

3. Strengthening the societal understanding and public participation

facilitation of networking and exchange of best practices on education and other policies,
which provide ground for an innovation environment

strengthening of educational facilities and structures in higher and further education or life-
long learning for more efficient diffusion of innovations across the BSR

creation of pilot examples to improve technical knowledge in the BSR among various age
groups

developing best practise examples on regional and local communication between various
actors, social groups etc. concerning effects of innovations

developing best practice on attracting people of different age, gender and profession to
innovation issues and on promotion of entrepreneurship and innovation spirit

developing demonstration projects to show how increased competitiveness can be better
linked with social progress

preparation of regional strategies for promoting and using human resources for the benefit
of diffusion of innovations across the BSR

Examples of strategic projects

The approach applied in the priority and respective projects is of overall strategic relevance for
the programme. Specific strategic projects are however related to development of model solutions
at the BSR level:
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= in the transfer of innovations to the business sector (including financial, organisational,
legal and administrative support elements)

= inimproving absorption capacity of small and medium sized enterprises in the BSR in their
innovation-oriented international activities

= in providing higher social response to and raising awareness for innovations (especially
among less involved social and age groups)

» in developing a long-term perspective on innovation culture in the BSR

Quantification (to be further targeted and specified)

INDICATOR MINIMUM TARGET
Core outputs
Number of approved and completed projects 15
Number of strategic projects 3
Number of projects involving private partners 10
Number of tools/methods/model solutions developed 30
Number of tools/methods/model solutions tested (pilot transnational investments) 10
Core results
Rate of projects with politically recognised and promoted results 50%
Rate of projects creating stable co-operative networks based on legal agreements 25%
Rate of projects unlocking public investments after termination 60%
Rate of projects unlocking private investments after termination 20%
Rate of projects with tools/methods/model solutions utilised elsewhere 20%

Priority 2: External and internal accessibility of the BSR

Background

Enhanced economic integration in the BSR, induced by the EU enlargement, requires extensive
transport facilities, with a special importance of the sea links. The Baltic Sea provides a strategic
trading route between EU and North-Western Russia and therefore may perform a uniting function.
Already now the Baltic Sea Region is the arena for the most active interaction between the EU and
Russia being the only space where the Russian Federation and EU are physical neighbours. Fast
growing east-west flows in the BSR analysed in many transport-related Interreg Il B projects —
when added to already voluminous north-south figures — constitute a high potential to transform the
BSR to a gateway region in serving commodities and passengers traffic. The pre-requisite to attract
external flows to the BSR is, however, its good connectivity to adjacent stretches of Europe and
other continents by means of high-capacity transport networks.

ESPON studies have indicated that the overall multimodal accessibility of the area is rather low.
Except for the south-western part of the BSR, which is densely populated and situated in proximity
to the economic markets in the continent, and for some metropolitan areas (mainly capital cities)
well connected by means of air transportation, vast parts of the area suffer from long geographic
distances and travel times to the economic centres outside the BSR. This especially holds true
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when moving from the south-west towards the north-eastern part of the BSR with low population
density and scarcity of settlements. Despite planned TEN-T investments more efforts are needed
at the transnational level to improve accessibility of the BSR from the outside, bearing especially in
mind a need to better connect the TEN-T with the Pan-European transport corridors, opening the
BSR as a gateway to the Russian and Far East markets (fo be reconsidered based on findings of
the BSR accessibility report).

On the Baltic Sea arena noteworthy transport isolation and low connectivity of some areas impede
good internal accessibility of the BSR. Detected imbalances (ref.) result not only from insufficient
provision of high-capacity transport connections in respective countries but also prove a prevalence
of transport and ICT solutions and regulations designed to meet — at best - the domestic needs.

In the transnational perspective these transport imbalances can be diagnosed as:

= still existent missing links in the inland transport system of the BSR (e.g. secondary links
providing access to TEN-T network, connections between TEN-T axes across the sea,
extensions of the TEN-T axes eastwards),

= lack of interoperability between various national rail systems due to different technical systems
(e.g. railway gauge, signalling system or rail electricity mode) and administrative barriers,

= lack of coherent inland waterway network easing traffic from the road arteries

= lack of operational system of the Baltic Sea Motorways able to concentrate freight flows on
sea-based logistical routes, to reduce road congestion and to improve access to peripheral
areas of the BSR

» unsatisfactory interregional air service, and an underused potential of many regional airports
contrasting with already well developed and intense traffic between metropolitan areas.

At the same time the rapid development of information and communication technology (ICT) has
become an important competitiveness factor, affecting the economic and social attractiveness of
locations. The promotion of ICT may hence become a viable opportunity for the BSR to mitigate
impact of geographical distances and physical barriers in both internal and external accessibility.
This has already been pursued by the Nordic countries, whose economic over-performance
compared with their geographical situation, beside skilled labour and technology orientation -
results from good infrastructural access to contacts and information.

Although in overall terms a relatively good mobile phone penetration and broadband access have
been achieved, weak availability of modern ICT infrastructure is noted in some lower population
areas and areas of scattered settlements. Another problem refers to a user response and language
barriers, which hamper participation of the general public and small businesses in the Internet and
e-commerce community.

Orientation

The priority is focused on a multi-stakeholder approach in tackling functional barriers to diffusion of
innovation and traffic flows in the BSR and with special emphasis to transport corridor-related
development zones. The key challenge for the transnational co-operation in improving the external
and internal accessibility of the Baltic Sea Region lies in minimising the impact of such barriers as:
= National borders, which cause low interoperability of national transport networks,

28



Water basin of the Baltic Sea, which forms a physical obstacle in serving flows of goods and
passengers,

Interfaces causing low compatibility between European/national and regional transport
networks, which may hamper access to market areas in the BSR,

Administrative restraints which prevent especially shipping and rail transport to fully exploit
their potential,

Low numbers of target population inhibiting provision of large-scale public transportation and
market-run ICT installations in some areas,

Mismatch of goals between transport and ICT policies on various tiers of governance — and
their incoherence with comprehensive regional development actions.

Project proposals shall in their content be built on findings and achievements of relevant BSR
Interreg I1IB projects in the field of transport and ICT should be taken into account. This means
avoiding duplication of existing knowledge, models and solutions on how to remedy the identified
development problems but rather to concentrate on filling in information shortcomings and gaps in
the territorial and thematic coverage. In that respect the following analysed topics need to be
regarded a point of departure:

Development of multimodal transport patterns in the transnational transport corridors (e.g.
SEBTrans-Link, North East Cargo Link, COINCO, Rail Baltica, East-West)

Preparation of macro-scale strategies for transport investments to sustain socio-economic
growth in the situation of limited accessibility (e.g. STBR, STBR II, Baltic Gateway, Baltic
Gateway+, InterBaltic, Baltic Tangent)

Preparation of strategies for waterborne transport (e.g. Intrasea, Baltic Master), also with
application of ICT tools (e.g. BaSIM)

Inclusion of logistics in site planning and regional development (e.g. NeLoC, InLoC, LogVAS)
Competence rising in ICT for the benefit of regional growth (e.g. Baltic Broadband, LogOn
Baltic).

Improvement of the BSR accessibility shall be followed through actions stimulating functional
integration across borders within concrete transnational development zones. A concept of
transnational development zones has been applied through the Interreg projects (e.g STRING, Via
Baltica and Via Baltica Nordica, Baltic Palette, Baltic +, Barents 2010 and others). These
development zones, having one or several transport links as a backbone, extend beyond cross-
border co-operation and promote the BSR integration in larger territories. However, only few zones
stretch beyond the EU border so far and have not managed yet to demonstrate sufficient
undertaking of development issues vital for Russia and Belarus.

Experience derived and the stage of integration within individual transnational development zones
are different as their strategic co-operation interests variedly evolved towards regional development
policies, supporting innovation, business development, city networking, making use of natural and
cultural resources and institution building. Future transnational development zone projects should
thus pay attention to the different points of departure and should deepen their approach towards
regional innovation strategies, regional agendas 21, joint spatial development concepts, better
integration of transport and regional development, strengthening the political and institutional
framework. The latter could also include testing of European instruments such European Economic
Interest Grouping (EEIG) and European Grouping of Cross-border Cooperation (EGCC).
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Concerning the complexity of joint efforts, political support and durability of cooperation, the
experience of the project STRING might serve as a benchmark.

The priority favours a multi-stakeholder approach in tackling the functional barriers in accessibility.
At the same time it will not support monosectoral actions in the transport field (e.g. plain technical
and documentary preparation of site investments), preparation of transport development plans
disregarding territorial conditions and socio-economic development trends as well as research work
and tool-making in logistics, not bound to achieving better capacity in multimodal transport
corridors and interoperability of transnational, national and regional networks.

Directions of support

1.

Mutually complementary measures in transport and ICT enhancing accessibility and socio-

economic growth

Planning and implementation schemes for the Baltic Motorways of the Sea as extensions
and connecting sections of land-side transport corridors

Development and deployment of small-scale solutions to improve interoperability with
regard to port-hinterland connections and links between transnational-national-regional
networks (addressing worst cases, highlighting good examples and creating new ones)
Optimising air transport connections in the BSR in the context of sustainable development,
economic growth and accessibility

Preparation of investments in and raising quality of public transportation catering for better
connectivity of handicapped areas (e.g. remote areas, areas with low and scattered
population pattern etc.)

Preparation of investments increasing absorption of ICT in lagging behind areas and
counteracting the territorial digital divide

Capacity and harmonisation of transport and ICT policies across countries and with
translation to comprehensive regional development policies, supplemented with education
actions

Provision, testing and territorial impact assessment of solutions in transport and ICT
adjusted to low population density in the North and to increased demand for transport
infrastructure and services in the South

Actions stimulating further integration within existent strategic development zones and creation

of new ones (aimed to better exploit socio-economic potential of the adjacent territories)

Preparation of multimodal transport solutions (with particular attention to maritime, inland
waterway and rail transport) aimed at combating bottlenecks and missing links along
transnational transport corridors and allowing to transform them to strategic development
zones

Development of solutions safeguarding stability of development zones identified and
investigated under Interreg IIC and IIB (joint transnational development programmes and
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thematic strategies, establishment of institutionalised structures for monitoring and
counselling on investments, elaboration of common brand products etc.)

= Elaboration, testing and dissemination of models and tools for efficient management of
strategic development zones

Examples of strategic projects

» Preparation of a BSR multimodal transport strategy with clarification of specific potentials
and limits of maritime, air, road and rail transport with regard to passengers and goods — to
be followed by an action plan for its implementation and desirably pilot investments to
verify the findings

» Constructing and exercising of a holistic concept for the Motorways of the Sea in the BSR,
taking into consideration regional development needs and the work done so far in the sub-
areas (South Baltic Sea area, Gulf of Finland, Bothnia Bay etc.)

» Preparation and pilot implementation of measures allowing for extension of existent
strategic development zones eastwards as well as creation of new ones along connection
nodes between the TEN-T and the network of pan-European transport corridors in Russia
and Belarus

Quantification (to be further targeted and specified)

INDICATOR MINIMUM TARGET
Core outputs
Number of approved and completed projects 15
Number of strategic projects 3
Number of projects involving private partners 5
Number of tools/methods/model solutions developed 45
Number of tools/methods/model solutions tested (pilot transnational investments) 10
Core results
Rate of projects with politically recognised and promoted results 75%
Rate of projects creating stable co-operative networks based on legal agreements 20%
Rate of projects unlocking public investments after termination 75%
Rate of projects unlocking private investments after termination 30%
Rate of projects with tools/methods/model solutions utilised elsewhere 25%

Priority 3: Management of the Baltic Sea as a common resource

Background

So far in territorial transnational cooperation in the BSR, the marine environment has not been
directly regarded as main common heritage. Indirect indication of the importance of marine space
and its resources has been underlined in some of cooperation priorities like transport issues and
cultural/natural heritage management topics. The growing sense of self-identification of the Region,
to which Interreg IIC and IlIB programmes sought to contribute, gives ground for setting the future
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perspective for this common resource. Its management should start at land and through coastal
zones should cover the whole marine space in its all dimensions.

According to worldwide reports (Lloyd’s Register, Douglas-Westwood Limited, UNCTAD etc.) the
marine industries are regarded as booming sectors in the global market economy. It is predicted
that that development of almost all marine-related industries (shipping, shipbuilding, tourism and
boat building, offshore oil & gas, seafood production, wind energy production) will continue to
increase in the coming years.

Detailed comprehensive analysis of the sea-based economy for the BSR has not been undertaken
so far. Still, observations of market trends in BSR countries allow for some general conclusions.
The Baltic Sea is a significant market area for the EU-wide and internal economic activities, while
the trade is expected to increase mostly due to the rapidly developing economies in the new
Member States. Also role and potential of Russian Federation has a significant impact on the BSR
market (Russian gas and oil transports through Baltic Sea and Barents Sea, formation of a land
transport corridor to China). Furthermore, the steady increase in boat tourism and passenger traffic
across the Baltic Sea is going to continue in coming years.

The largely unknown potential of marine resources and marine aquaculture in the Baltic Sea should
be subject to investigation; the same refers to the potential of mineral resources and sea bottom
excavations. It is expected that these two marine-related industries will develop fast in the coming
future.

Continuing development in all marine-related sectors will put further pressure on the use of marine
space as well as on the use of water and marine resources. Prospective conflicts between use
functions of the marine space as well as conflicts with marine environment needs have to be
recognised and resolved at the planning stage. The offshore and coastal zone planning and
management should be regarded as a means for resolution of conflict of interests. An increase of
environmental risks resulting from intensified use of the marine space should also be considered.

The booming sector of coastal and sea tourism, intensified agri- and aquaculture, emerging
transport chains across the sea basin, as well as the growing use of the energy, minerals and living
stock of the Baltic Sea raise pressure on its environment and resources. The development of
marine industries and intensification of traffic constitute main sources of potential pollution
(industries in ports and harbours, offshore activities like wind mills, pipelines or drilling, ship and
boating industry, spills of oil and/or dangerous chemicals, air/ship borne pollutions etc.). Serious
socio-economic threats are posed by still growing eutrophication of the Baltic Sea waters. This
especially manifests itself in the loading of pollution and nutrients to the Baltic Sea and the Baltic
rivers coming from production, settlements, traffic and agriculture. Magnified volumes of oil and
chemical transports, which will continue to increase in recent years, heighten the risk of spills. The
spills may have a highly deteriorating effect on the environment of the Baltic Sea.

Management of water resources in the Baltic Sea catchment area remains under influence of
rapidly developing regional economies as well as of global climate changes. Efforts are still needed
to ensure sustainable use of those resources and to prevent them against pollution (from e.g. ship
industry, road and rail traffic etc). At the planning stage, regardless if it addresses inland, coastal or
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offshore areas, possibility as well as the impacts of natural hazards should be taken into
consideration.

Orientation

The priority will focus on joint transnational and multi-sectoral solutions, which make use of the
maritime potential by means of available best techniques, while maintaining and improving the
marine environment, inclusive of inland waters in the catchment area of the Baltic Sea.

Achievements of few successful examples of good practice (like the BSR Interreg IlIB Eurobaltic
and Baltic Master projects) call for more synchronised and joint efforts in improving the BSR
efficiency in maritime safety. Findings of a number of integrated coastal zone management projects
and transnational initiatives (e.g. BSR Interreg Il B Baltcoast project) revealed the urgent need for
common standards in on-shore and off-shore planning. Especially in the offshore areas, where use
conflicts will get more numerous and more complex in future, the coordination of various demands
requires multi-sectoral co-ordination instruments, going beyond simple balancing between interests
of two sectors.

Addressing interests of various stakeholders and sea users demands an overview of needs and
plans and their comparison with available sea resources should be done. Based on this a
sensitivity mapping of actual problems in sea space usage to identify an open potential can be
developed. A first successful attempt towards this direction has already been initiated in the BSR
(Interreg llIB Balance project) and should be actively encouraged in this programming period.

As the EU Marine Strategy Directive obliges the Member States to create national management
plans on reaching a good status of the marine environment, essential is their appropriate co-
ordination and exchange of knowledge at the transnational level, which may lead even to joint
implementation of transnationally relevant parts of these plans. With this respect it is crucial to
encourage efficient cooperation between national and regional levels in the BSR to streamline their
various initiatives (e.g. support and/or coordination of efforts towards development and
implementation of the HELCOM Baltic Sea Action Plan, implementation of Local Agendas 21 and
national plans)

On the shore, comprehensive and multi-sectoral planning shall be applied to sustainable
management of fresh water resources in the context of demographic changes and management of
transboundary waters (joint water management on the EU far most borders, water shortages in
metropolitan areas, water usage in the scarce availability areas etc.) as well as conflict resolutions
in coastal zones. Further, it should take into consideration one of the most challenging
environmental, social and economic threats, which is associated with natural hazards and climate
change phenomena and their impact on natural, social and economic spheres. Being common to
all Baltic Sea countries, the topic requires transnational actions, Achievements of such BSR
Interreg I1IB projects as Trabant, Coastman, Seareg and Astra should constitute the point of
departure for future cooperation topics and themes.

Growing awareness at regional and local level concerning preparedness and response in case of
natural and/or environmental disasters should be encouraged to faster development and utilised in
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establishment of joint preparedness and response systems at the transnational level (e.g. based on
lessons learned from BSR Interreg IIIB projects of Eurobaltic, Eurobaltic Il and Baltic Master).

Preferences will be given to projects addressing obstacles in the present legislative systems and
oriented on improvement in this respect. This includes e.g. addressing barriers in implementation of
HELCOM recommendations, requirements put forward by the future HELCOM Baltic Sea Action
Plan or constrains in fulfilling Local Agendas 21.

No support will be given to projects limited to collection and processing of data. Local and regional
activities of pure cross-border character as well as monosectoral actions will also not be
encouraged.

Directions of support

1. Economic management of open sea areas and sustainable use of marine resources

Preparation of strategies, actions and pilot investments on using marine resources e.g.
joint transnational efforts on advanced technologies, mari-culture, exploitation of gas
hydrates, offshore wind energy, fish breeding, use of biomass, underwater tourism)
Actions oriented towards sensitivity mapping of Baltic Sea space resulting in visualisation
of investigated potential of marine resources as well as in detection of possible conflict
areas

2. Water management with special attention to challenges caused by climate changes and/or

demographic changes

Development of strategies and joint demonstration actions to improve water quality in the
Baltic Sea and its catchment area, efficient water usage and water supply as well as flood
protection measures

Development of legislative frames and concrete strategies, action plans and
implementation actions for minimising impacts of climate change on water management
Joint solutions and pilot actions towards better protection of valuable marine resources

3. Integrated development of off-shore and coastal areas

Preparation of strategies, tools and methods to minimise environmental risks resulting from
both natural hazards and human activities (marine transport, tourism, fisheries etc)
Joint actions to enhance preparedness and response on the sea in case of accidents or
spills (contingency planning, harmonisation of legislative frames, principles, rules and
regulations)

Joint strategies and actions to increase reliability of maritime transport in the Baltic Sea
(e.g. ice breaking, transport of dangerous goods)

Harmonisation of national management plans on marine environment and joint
transnational implementation of their relevant parts

Development and implementation of integrated coastal zone management aiming at
competence building at regional and national level

34



= Preparation of scenarios, strategies and intervention plans towards mitigation of impacts of
climate changes on coastal areas

Examples of strategic projects
= joint intervention plan (contingency planning) aiming at diminishing formal legislative
barriers in the South Baltic Sea area, pilot investments and a model transferable to other

parts of the BSR
= apracticable concept on the maritime safety agreed with all states around the Baltic Sea

Quantification (to be further targeted and specified)

INDICATOR MINIMUM TARGET
Core outputs
Number of approved and completed projects 20
Number of strategic projects 3
Number of projects involving private partners 3
Number of tools/methods/model solutions developed 15
Number of tools/methods/model solutions tested (pilot transnational investments) 10
Core results
Rate of projects with politically recognised and promoted results 60%
Rate of projects creating stable co-operative networks based on legal agreements 15%
Rate of projects unlocking public investments after termination 50%
Rate of projects unlocking private investments after termination 10%
Rate of projects with tools/methods/model solutions utilised elsewhere 25%

Priority 4: Promoting attractive and competitive cities and regions

Background

BSR cities have together sufficient potential to play an important role in global economy i.e. to form
a new Global Integration Zone (GIZ) in Europe complementing the existing one of the Pentagon.
This is a very specific feature of the Region, which makes the BSR different to other peer pan-
European regions outside the European core. To exemplify, 15% of headquarters of large
international companies are located in the BSR (ref. fig. 10). The global dimension of city co-
operation was addressed so far by few projects (BaltMet Inno and Baltmet Invest and to some
extent also by Metropolitan Areas+) but not sufficiently.

Cities are key actors in meeting the Lisbon and Gothenburg challenges in the BSR. They enhance
economic development through provision of public services and create important environment for
business growth. Successful policies in that respect require active co-operation of public and
private sectors. This issue has been only partly tackled upon so far at the transnational level in the
BSR (Connect BSR or BalMet Inno). There is a need for good practices in policy-making for both
urban and rural development and nurturing of the local and regional governments on solving
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common BSR economic development problems such as entrepreneurship policies, attraction of
foreign direct investment, promotion of knowledge economy, corporate decision-making, business
environment quality or labour productivity. Furthermore, several BSR cities despite a high potential
indicate a low penetration of ICT for public applications (e.g. e-government, e-health, e-learning).

Due to low population density and relatively high distances between cities, co-operation within the
BSR would hardly result from proximity between them. Therefore, the chance of the BSR is to
concentrate on network of flows, both material (e.g. trade, FDI) and immaterial (e.g. transfer of
knowledge, decision making networks), as a prerequisite of strengthening development of cities
and their co-operation.

Concentration of growth of new service activities, especially business services, despite all the efforts
undertaken so far, finds its place in and around capitals and metropolitan regions. Such a tendency
might reinforce the development gap between highly urbanised regions and more rural areas. This has
been addressed by several projects (e.g. Defris, MECIBS, PIPE, Rural Development Connection and
to some extent by BSR -Health, SEBCo), and calls for continuation of the effort.

At the same time, respective strategies and policies have to pay attention to considerable changes in
population development such as over-aging, partly low birth rates, out-migration from rural areas or
urban-rural relations. This needs to be further addressed based on the first experience gained through
the projects Rural Hinterland and ASAP. Also adaptation strategies to large less densely inhabited
areas with often harsh climatic conditions are needed.

Nature as the fundamental condition for life is one of the most important assets of the BSR in
comparison to other transnational spaces. It can be maintained and better used also as an
important environment for economic activities in cities and regions. Only a few BSR Interreg 111B
projects (e.g. S-MAN 2000 or BIRD) have addressed this issue so far. Few others (Coastsust,
Advantage Hardwood and Baltic Forest) have concentrated on one aspect (Coastsust on nature
preservation) or one resource (forest in two other projects). Exploiting the rich potential of
renewable raw materials and energies in a sustainable way could be considered a major
perspective for rural areas and a specific competence of the BSR. Energy saving strategies should
form another pillar. This would make BSR settlements more sustainable and less susceptible to
external circumstances.

Cultural heritage in BSR countries is relatively less famous than heritage of some other European
spaces (e.g. Mediterranean). Therefore the chance to use it as development factor is in pooling
various attractions together (i.e. networking, building BSR-wide products). This would result in
increasing diversity and complexity of the tourist offer, and indirectly in improving the competitive
position of BSR cities as places to live in, visit and invest.

The experience on transnational tourist routes and other amenities by BSR Interreg IlIB projects
forms a basis to build on (e.g. EuRoB). Also the first world-wide marketing experience on BSR
assets, gained through projects such as Baltic Cruise, SuPortNet, Maritour needs to be further
developed.
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Orientation

Priority 4 aims at synthetic actions and creation of examples in adapting policies to the existing
settlement structure, to make better use of its potentials and to improve its functional integration.
Respective actions have to take into account the above preconditions and trends.

The priority highlights the policy- making for sustainable urban and rural development in the BSR
yet demonstrates a more synthetic and complex territorial approach, in order to let the BSR
Interreg Programme be distinguished from other Community aid programmes and initiatives (e.g.
URBACT or Objective 1 measures dedicated to integrated rural development). It will thus
investigate on the means to make the BSR cities and regions more competitive at the European
scale both by hard (e.g. investments) and soft measures (e.g. marketing, enhancement of
environmental quality, synergy between activities of public and private actors).

The thematic scope of the priority includes: flows and interactions between the cities at the
transnational level, urban-rural co-operation, development of settlement patterns in the context of
demographic changes and migration. Natural and cultural heritage is seen as an environment for
those efforts and as linking element to promote a common identity e.g. through respective tourist
products.

The priority supports regional and local products, as well as restoration and regeneration of local
sites only as part of a transnational approach and preparation of good practice. Not welcome are
merely sectoral strategies for sustainable use and management of nature resources, which do not
stimulate economic development of the BSR and which barely stick to technical aspects. For
urban-rural partnership and for city co-operation pilot and demonstrative actions are encouraged, while
excluded are projects, in which either:
— each partner concentrates on local actions, where there is no synergy out of co-operation, or
— involvement of the private sector is weak, as the project intends merely to improve
performance of the public sector and not local and regional development in reality

Directions of support

1. Strengthening metropolitan regions, cities and urban areas as engines of economic
development

= Nurturing transnational urban co-operation established to solve common regional
economic development problems (e.g. entrepreneurship policies, attraction of foreign direct
investment, promotion of knowledge economy, corporate decision-making, business
environment quality, labour productivity, preservation of urban environment, strengthening
of civil society as important developmental factor etc.)

= Further development of transnational urban co-operation established to improve joint
supply of high quality services of general socio-economic interest through co-operation of
cities and regions and wise use of ITC solutions (e.g. health services, public transportation
services, education services, employment services)
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Joint preparation and implementation of economic transformation strategies (from
manufacturing to service) in the networks of non-metropolitan cities, with particular
attention to smaller and peripherally located settlements

Elaboration, testing and dissemination of policies (including model solutions and good
practices) on the co-operation among and between metropolises and small and medium-
sized cities

Joint creation of transferable solutions for efficient urban-rural partnerships tackling joint
development problems (e.g. suburbanisation, increased commuting, joint energy savings,
alternative and renewable energy management, solutions to link urban and rural tourism)
Development and implementation of common adaptation strategies for rural areas in need
of conversion (with focus on settlement structures) to maintain and increase employment
opportunities

Strateqic support for integrated BSR development and socio-economic and territorial cohesion

Preparation and implementation of cross-sectoral and territorial development strategies at
the pan-Baltic level to guide socio-economic transformation of the Region (e.g. on branding
of the BSR, transformation of settlement structures in the rural areas, aforestation,
strengthening sustainable use and management of natural and cultural resources,
development of networks of protected areas etc.)

Preparation and implementation of joint strategies for energy saving and cleaner
production, promotion and transfer of knowledge in alternative and renewable energy
management patterns, environmentally sound and eco-efficient technology

Preparation and implementation of marketing strategies and efforts on BSR strongholds in
business and business environment (infrastructure, culture, nature) including conclusions
on necessary improvements

Preparation and implementation of transnational adaptation strategies, actions and models
addressing demographic change and migratory processes

Joint actions securing better involvement of broader public and NGOs in transnational
territorial development and implementation of cross-sectoral strategies

Development of BSR tourist products based on the area’s cultural heritage and natural
assets (e.g. planning and launching of transnational tourism routes, promotion of BSR eco-
tourism, rural tourism etc.)

Examples of strategic projects

long-term perspective for the territorial development of the BSR

marketing strategy for the BSR

strategies addressing the demographic change and migration processes in the BSR
adaptation strategy for conversion of the rural areas

development plan for sustainable production and consumption patterns
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Quantification (to be further targeted and specified)

INDICATOR MINIMUM TARGET
Core outputs
Number of approved and completed projects 20
Number of strategic projects 4
Number of projects involving private partners 10
Number of tools/methods/model solutions developed 20
Number of tools/methods/model solutions tested (pilot transnational investments) 8
Core results
Rate of projects with politically recognised and promoted results 75%
Rate of projects creating stable co-operative networks based on legal agreements 30%
Rate of projects unlocking public investments after termination 60%
Rate of projects unlocking private investments after termination 20%
Rate of projects with tools/methods/model solutions utilised elsewhere 30%

Implementation of the Baltic Sea Region Interreg Programme
2007 - 2013

Technical information for the Joint Programming Committee with regard to this draft:

- sections highlighted in blue show amendments to the draft of 8 May 2006

- points highlighted in grey do need further elaboration by the Drafting Team Implementation

- points highlighted in yellow must be added after the new Structural Funds regulations are published in the
Official Journal

- terms and references to be checked/inserted in the final draft programme document are highlighted in
green

Please note that references to new Structural Funds Regulations included in this draft are related to the
following draft Regulations:

- General Regulation: Proposal of 28 April 2006

- ERDF Regulation: Proposal of 28 April 2006

- Commission Regulation setting out rules for the implementation of the General Regulation: Commission
Working Document as of 22 May 2006

Provisions to implement an ENPI component of the programme will be included in this draft based on further
discussion and decision by the Joint Programming Committee/Drafting Team Implementation.

Introduction

With regard to the implementation of the programme, the EU Member States Denmark, Estonia,
Finland, Germany, Latvia, Lithuania, Poland and Sweden as well as the partner states Norway,
Russia and Belarus, have agreed to build on their experience jointly gained in 2000 — 2006 during
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the implementation of the predecessor programme, the “Baltic Sea Region INTERREG Il B
Neighbourhood Programme”.

The implementation structure of the predecessor programme consisted of

= a Monitoring Committee;

= three Steering Committees, one for the INTERREG III B priorities of the programme, one
for the INTERREG Il A priority Estonia-Latvia-Russia (“priority North”), and one for the
INTERREG III A priority Latvia-Lithuania-Belarus (“priority South”);

= asingle Managing Authority and a single Paying Authority; both functions had been
designated to the Investitionsbank Schleswig-Holstein in Kiel, Germany

= aJoint Secretariat led by one programme director with offices in Rostock (operated by
Investitionsbank Schleswig-Holstein), in Riga (operated since 1st June 2004 by the State
Regional Development Agency of Latvia), and — by 31 December 2005 - in Karlskrona
(operated by the Baltic Institute of Sweden);

= national sub-committees of the Monitoring Committee and Task Forces, set up both by the
Monitoring Committee and the Steering Committees;

= a Financial Control Group established to organise sample checks on operations in
accordance with Chapter IV of Commission Regulation (EC) No 438/2001 of 2 March
2001.

Due to the change of the programme in 2004 towards a neighbourhood programme and the
allocation of Tacis funding to the programme, also the European Commission got involved in the
implementation of the predecessor programme through its delegations in Moscow and Kiev,
responsible for Russia respectively Belarus.

For the administration of Tacis Technical Assistance funding allocated to the predecessor
programme, in October/November 2005, the European Commission entered into two Service
Contracts for European Community external actions with a consortium, composed of the
Investitionsbank Schleswig-Holstein and the State Regional Development agency in Latvia.

To implement these contracts, a full time Tacis expert for Russia and a full time Tacis expert for
Belarus were employed by the State Regional Development Agency in Latvia based on
agreements with Investitionsbank Schleswig-Holstein. Furthermore, based on a Subcontract with
Investitionsbank Schleswig-Holstein, the Leontief Centre, International Centre for Social and
Economic Research, located in St. Petersburg, Russia, employed three Russian experts to run Info
points of the programme which were opened in St. Petersburg and Pskov, Russia.

According to Article 12(8) of Regulation (EC) No ... of the European Parliament and of the Council
of ... on the European Regional Development Fund (OJ ...) applicable to this programme
(hereinafter referred to as “ERDF Regulation”), this programme shall contain implementing
provisions, including:

a)  designation by the Member States of all the entities stipulated in Article 14 of the
ERDF Regulation;
b)  adescription of the monitoring and evaluation systems;
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c) information about the competent body for receiving the payments made by the
Commission and the body or bodies responsible for making payments to the
beneficiaries;

d)  adefinition of the procedures for the mobilisation and circulation of financial flows in
order to ensure their transparency;

e) the elements aimed at ensuring the publicity and the information of the programme as
referred to in Article 68 of the General Regulation;

f) a description of the procedures agreed between the Commission and Member States
for the exchange of computerised data to meet the payment, monitoring and
evaluation requirements laid down by the General Regulation.

Taking into account the principles of European Neighbourhood Policy and experiences gained with
the involvement of Russia and Belarus in the Baltic Sea Region INTERREG Il B Neighbourhood
Programme, effort will be made to involve Russia and Belarus as partner countries into the
implementation of the Baltic Sea Region Interreg Programme 2007-2013.

Based on the experiences gained in the predecessor programme with an active support of project
generation and implementation provided, i.a. by the Joint Secretariat, this pro-active approach is
strengthened in the Baltic Sea Region Interreg Programme 2007-2013 as outlined below.

Within the Baltic Sea Region Interreg Programme 2007-2013 there will be no major projects
implemented within the meaning of Article 38 of Council Regulation (EC) No ... of ... laying down
general provisions on the European Regional Development Fund, the European Social Fund and
the Cohesion Fund (OJ L ...), hereinafter referred to as “General Regulation”.

This programme shall be implemented by the bodies defined in chapter 2 in the English language.

Bodies implementing the programme

Monitoring and Steering Committee

In accordance with Article 62 of the General Regulation, the Member States participating in the
programme will set up a joint Monitoring and Steering Committee, in agreement with the Managing
Authority and the partner States Norway, Russia, and Belarus, within three months starting from
the date of the notification of the Commission’s decision approving the programme to the Member
States.

Tasks of the Monitoring and Steering Committee
In accordance with Article 64 of the General Regulation, the Monitoring and Steering Committee

shall satisfy itself as to the effectiveness and quality of the implementation of the programme, in
accordance with the following provisions:
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9)

it shall consider and approve the criteria for selecting the operations financed within six
months of the approval of the programme and approve any revision of those criteria in
accordance with programming needs;

it shall periodically review progress made towards achieving the specific targets of the
programme on the basis of documents submitted by the Managing Authority;

it shall examine the results of implementation, particularly achievement of the targets set for
each priority axis and the evaluations referred to in Article 46(3) of the General Regulation;

it shall consider and approve the annual and final reports on implementation referred to in
Article 66 of the General Regulation;

it shall be informed of the annual control report, and of any relevant comments the
Commission may make after examining that report;

it may propose to the Managing Authority any revision or examination of the programme
likely to make possible the attainment of the Funds’ objectives referred to in Article 3 of the
General Regulation or to improve its management, including its financial management;

it shall consider and approve any proposal to amend the content of the Commission decision
on the contribution of the Funds.

Furthermore the Monitoring and Steering Committee shall

approve the application package before the first call for applications is launched by the
Joint Technical Secretariat (cf. chapter 3.3). The Committee shall be informed about
amendments made to this application package by the Joint Technical Secretariat
henceforth and may comment on it;

give advice to proposals for operations prepared by applicants and submitted to the
Committee by the Joint Technical Secretariat;

select operations for funding (Article 19(3) of the ERDF Regulation);

approve the action plan referred to in chapter 2.2.;

decide on the execution of evaluations as referred to in Article 46(3) of the General
Regulation to be financed from the budget for technical assistance (Article 45(4) of the
General Regulation);

approve the communication plan as defined in Article 2(2) of Commission Regulation (EC)
No ... of ... setting out rules for the implementation of the General Regulation (hereinafter
referred to as “Implementation Regulation”) and drawn up by the Managing Authority
before it is send to the Commission;

confirm the draft description of the management and control systems of the programme as
required by Article 70(1) of the General Regulation and Article 23 of the Implementation
Regulation before it is submitted to the European Commission by the Audit Authority (cf.
chapter 2.5:1).

Finally, the Monitoring and Steering Committee may
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= decide to set up task forces in order to support the implementation of the programme;
detailed rules on the establishment of task forces shall be laid down in the Committee’s
rules of procedure.

Composition of the Monitoring and Steering Committee, chairmanship, decision making

In accordance with Article 14(3) of the ERDF Regulation, each Member State participating in the
programme shall appoint representatives to sit on the Monitoring and Steering Committee within 30
days of the Commission’s approval of the programme. This rule shall also apply to the partner
states Norway, Russia and Belarus.

The Monitoring and Steering Committee shall have a limited number of representatives from both
national and regional level of both the Member States participating in the programme and the
partner states Norway, Russia, and Belarus, to ensure efficiency and broad representation.
Broader involvement of the regional and local level, as well as economic and social partners and
non-governmental organisations will be secured through national sub-committees established in all
participating states (see chapter 2.2).

The Committee shall be composed of

= maximum 3 representatives of each Member State participating in the programme
(including, as a minimum requirement, a representative of the national authority
responsible for the ERDF);

= maximum 3 representatives of each non Member State participating the programme
(including, as a minimum requirement, a representative of the national authority
responsible for financing transnational cooperation);

= one representative of the Aland islands.

At its own initiative or at the request of the Monitoring and Steering Committee, a representative of
the Commission shall participate in the work of the Monitoring and Steering Committee in an
advisory capacity (Article 63(2) of the General Regulation). Representatives of the Managing
Authority, the Certifying Authority, and, where appropriate, the Audit Authority, shall participate in
the work of the Monitoring and Steering Committee in an advisory capacity, too. The Joint
Technical Secretariat shall assist the work of the Monitoring and Steering Committee.

The Monitoring and Steering Committee shall be chaired by representatives of the Member States
participating in the programme. Co-chairmanship may be taken by representatives of the partners
States Norway, Russia, and Belarus. Applying a rotation principle, chairmanship and co-
chairmanship shall change annually. The order of chairmanship and co-chairmanship will be
determined in the Committee’s rules of procedure.

Decisions by the Monitoring and Steering Committee shall be made by consensus among the
national delegations of both the Member States participating in the programme and the partner
states Norway, Russia and Belarus (one vote per delegation). Meetings of the Monitoring and
Steering Committee shall be held at least twice a year. Decisions may be taken via written
procedure.
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Details on composition, chairmanship and decision making in the Monitoring and Steering
Committee will be determined in the rules of procedure of the Committee.

Rules of procedure of the Monitoring and Steering Committee

At its first meeting after the Commission’s approval of the programme, the Monitoring and Steering
Committee shall draw up its rules of procedure and adopt them in agreement with the Managing
Authority in order to exercise its missions in accordance to the General Regulation and the ERDF
Regulation.

National sub-committees and national contact points

The involvement of regional and local authorities, economic and social partners, and non
governmental organisations including environmental organisations, in the implementation of the
programme is of great importance.

For this reason each participating State shall establish a national sub-committee in accordance
with its institutional structure in order to involve these authorities, partners and organisations. Each
State shall inform the Joint Technical Secretariat about the setting up of a national sub-committee
and provide information about its composition, chairman, availability and, where applicable, its
rules of procedure.

National sub-committees shall advise the respective national delegations of the States represented
in the Monitoring and Steering Committee. In doing so, they shall keep applications for funding and
the respective assessment in confidence until the Monitoring and Steering Committee formally
decided to approve or to reject the respective application.

Moreover national sub-committees and/or national contact points shall be used to disseminate
information about the programme and to support generation and development of operations in the
States participating in the programme; these activities shall not be financed by Technical
Assistance. For the purpose of disseminating information about the programme and supporting
generation and development of operations, close links shall be established between the
chairmen/secretaries of the national sub-committees, national contact points and the Joint
Technical Secretariat.

Subject to the accessibility of technical assistance and human resources in the Joint Technical
Secretariat, the Joint Technical Secretariat will organise training and support measures to improve
the effectiveness of the national sub-committees/national contact points following the "train-the-
trainers” principle. These measures may include: specific workshops, targeted information tools,
support to events organised by the national sub-committees/national contact points. In this respect,
the Joint Technical Secretariat will draw up an action plan to be approved by the MSC.
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Managing Authority

Functions of the Managing Authority

In accordance with Article 59 of the General Regulation and Articles 14(1), 15 of the ERDF
Regulation, a single Managing Authority shall be responsible for managing and implementing the
programme in accordance with the principle of sound financial management in particular for:

a)

ensuring that operations are selected for funding in accordance with the criteria applicable to
the programme and that they comply, for their whole implementation period, with applicable
Community and national rules. For the purpose of the selection and approval of operations
to be funded under Article 59(a) of the General Regulation, the Managing Authority shall
ensure that beneficiaries are informed of the specific conditions concerning the products or
services to be delivered under the operation, the financing plan, the time limit for the
execution, and the financial and other information to be kept and communicated. It shall
satisfy itself that the beneficiary has the capacity to fulfil these obligations before the
approval decision is taken by the Monitoring and Steering Committee (Article 13(1) of the
Implementation Regulation)!;

satisfying itself that the expenditure of each beneficiary participating in an operation has
been validated by the controller referred to in Article 16(1) of the ERDF Regulation (Article
15(1) of the ERDF Regulation);

ensuring that there is a system for recording and storing in computerised form accounting
records of each operation under the programme and that the data on implementation
necessary for financial management, monitoring, verifications, audits and evaluation is
collected; the accounting records of operations and the data on implementation shall include
the information set out in Annex Il to the Implementation Regulation. The Certifying
Authority and the Audit Authority shall have access to this information (Article 14(1) of the
Implementation Regulation);

ensuring that beneficiaries and other bodies involved in the implementation of operations
maintain either a separate accounting system or an adequate accounting code for all
transactions relating to the operation without prejudice to national accounting rules;

ensuring that the evaluations of operational programmes referred to in Article 46(3) of the
General Regulation are carried out in accordance with Article 45 of the General Regulation;

setting up procedures to ensure that all documents regarding expenditure and audits
required to ensure an adequate audit trail are held in accordance with the requirements of
Article 88 of the General Regulation. In this regard, Articles 15 and 18 of the Implementation
Regulation shall be observed;

! To be discussed how this obligation can be fulfilled in practice.
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ensuring that the Certifying Authority shall receive all necessary information on the
procedures and verifications carried out in relation to expenditure for the purpose of
certification;

guiding the work of the Monitoring and Steering Committee and providing it with the
documents required to permit the quality of the implementation of the programme to be
monitored in the light of its specific goals;

drawing up and, after approval by the Monitoring and Steering Committee, submitting to the
Commission the annual and final reports on implementation in accordance with Article 66 of
the General Regulation;

ensuring compliance with the information and publicity requirements laid down in Article 68
of the General Regulation and Chapter I, Section 1, of the Implementation Regulation.

Furthermore the Managing Authority shall

set up a Joint Technical Secretariat (Art. 14(1) of the ERDF Regulation) as defined in
chapter 2.7;

lay down the implementing arrangements for each operation in agreement (subsidy
contract) with the lead beneficiary (Article 15(2) of the ERDF Regulation);

in collaboration with the Monitoring and Steering Committee, carry out monitoring by
reference to financial indicators and the indicators referred to in Article 12(4) of the ERDF
Regulation specified in the programme (Article 65(2) of the General Regulation);

in collaboration with the Commission, annually examine the progress made in
implementing the programme, the principle results achieved over the previous year, the
financial implementation and other factors with a view to improving implementation (Article
67(1) of the General Regulation);

inform the Monitoring and Steering Committee of the comments made by the Commission
after the annual examination of the programme as defined in Article 67 of the General
Regulation (Article 67(2) of the General Regulation);

confirm the selection of operations outside the eligible area as referred to in Articles 21(2)
and 21(3) of the ERDF Regulation (Article 21(4) of the ERDF Regulation);

in collaboration with the Audit Authority, draft the description of the management and
control systems of the programme as required by Article 70(1) of the General Regulation
and Articles 20 - 23 of the Implementation Regulation.

In accordance with Article 58(3) of the General Regulation, the Managing Authority shall carry out
its tasks in full accordance with the institutional, legal and financial systems of the Federal Republic
of Germany.

Designation of the Managing Authority

In agreement with the partner states Norway, Russia and Belarus, the Member States participating
in the programme decided to designate the
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Investitionsbank Schleswig-Holstein
Fleethorn 29-31

24103 Kiel

Germany

www.ib-sh.de

to fulfil the functions of the Managing Authority.

In accordance with Article 58(3) of the General Regulation, the Member States participating in the
programme will lay down rules governing their relations with the Managing Authority and its
relations with the European Commission. For this purpose, each Member State participating in the
programme will make an agreement with the Managing Authority of identical type and wording.

With regard to the participation of Norway in the programme with own funding, a special agreement
shall be made between the Managing Authority and Norway.

Certifying Authority
Functions of the Certifying Authority

In accordance with Article 60 of the General Regulation and Articles 14(1), 17(2) of the ERDF
Regulation, a single Certifying Authority of the programme shall be responsible in particular for:

a)  drawing up and submitting to the Commission certified statements of expenditure and
applications for payment in accordance with Articles 77, 78(2), 80(1) of the General
Regulation and Article 19 of the Implementation Regulation,

b)  certifying that:

i) the statement of expenditure is accurate, results from reliable accounting systems and
is based on verifiable supporting documents,

i) the expenditure declared complies with applicable Community and national rules and
has been incurred in respect of operations selected for funding in accordance with the
criteria applicable to the programme and complying with Community and national
rules;

c)  ensuring for the purposes of certification that it has received adequate information from the
Managing Authority on the procedures and verifications carried out in relation to expenditure
included in statements of expenditure;

d)  taking account for the purposes of certification of the results of all audits carried out by or
under the responsibility of the Audit Authority;

e)  maintaining accounting records in computerised form of expenditure declared to the
Commission;
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keeping an account of amounts recoverable and of amounts withdrawn following
cancellation of all or part of the contribution for an operation. Amounts recovered shall be
repaid to the general budget of the European Union, prior to the closure of the operational
programme by deducting them from the next statement of expenditure.

Furthermore the Certifying Authority shall be responsible for

receiving the payments made by the Commission (pre-financing, interim payments and the
payment of the final balance as defined in Article 75(2) of the General Regulation) and
making payments to the lead beneficiaries (Article 14(1) of the ERDF Regulation);

at the latest by 30 April every year, sending the Commission a provisional forecast of its
likely payment applications for the current financial year and the subsequent financial year
(Article 75(3) of the General Regulation);

posting any interest generated by the pre-financing (Article 81(1) of the General
Regulation) to the programme, being regarded as resource for the Member States
participating in the programme as national public contribution. It shall be declared to the
Commission at the time of the final closure of the programme (Article 82 of the General
Regulation);

sending requests for interim payments, as far as possible, on three separate occasions a
year. For a payment to be made by the Commission in the current year, the latest date on
which the payment application shall be submitted is 31 October (Article 86(1) of the
General Regulation);

ensuring that the lead beneficiaries receive the total amount of the public contribution as
quickly as possible and in full. No amount shall be deducted or withheld, nor any further
specific charge or other charge with equivalent effect shall be levied that would reduce
these amounts for the lead beneficiaries (Article 79 of the General Regulation);

without prejudice to the Member States' responsibility for detecting and correcting
irregularities and for recovering amounts unduly paid, ensuring that any amount paid as a
result of an irregularity is recovered from the lead beneficiary (Article 17(2) of the ERDF
Regulation).

The ERDF contribution to the programme shall be paid to the following single account (Article 17(1)
of the ERDF Regulation):

Single account holder:  Investitionsbank Schleswig-Holstein, Fleethorn 29-31, 24103 Kiel

Account with bank: HSH Nordbank AG, Head Office Kiel, Martensdamm 6, D-24103

Kiel, Germany
Bank code: 210500 00
BIC-code: HSHNDEHH

Account number: 51000623

The contribution to the programme by the Kingdom of Norway shall be paid to the following
account:

Account holder: Investitionsbank Schleswig-Holstein, Fleethdrn 29-31, 24103 Kiel
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Account with bank: HSH Nordbank AG, Head Office Kiel, Martensdamm 6, D-24103

Kiel, Germany
Bank code: 210 500 00
BIC-code: HSHNDEHH

Account number: 51000624

In accordance with Article 58(3) of the General Regulation, the Certifying Authority shall carry out
its tasks in full accordance with the institutional, legal and financial systems of the Federal Republic
of Germany.

Designation of the Certifying Authority

Applying Article 58(4) of the General Regulation, whereby some or all authorities referred to in
Article 58(1) of the General Regulation may be located within the same body, the Member States
participating in the programme, in agreement with the partner states Norway, Russia and Belarus,
decided to designate the

Investitionsbank Schleswig-Holstein
Fleethorn 29-31

24103 Kiel

Germany

www.ib-sh.de

to fulfil the functions of the Certifying Authority as defined in chapter 2.4.1 of this programme, too.

To provide for the respect of the principle of separation of functions between the Managing
Authority and the Certifying Authority (Article 57(b) of the General Regulation), Investitionsbank
Schleswig-Holstein ensures within its organisational framework that both functions are fulfilled by
two separate departments, each of them allocated to only one of the managing directors of
Investitionsbank Schleswig-Holstein.

In accordance with Article 58(3) of the General Regulation, the Member States participating in the
programme will lay down rules governing their relations with the Certifying Authority and its
relations with the European Commission. For this purpose, each Member State participating in the
programme will make an agreement with the Certifying Authority of identical type and wording.

With regard to the participation of Norway in the programme with own funding, a special agreement
shall be made between the Certifying Authority and Norway.

Audit Authority
Functions of the Audit Authority

In accordance with Article 61 of the General Regulation, a single Audit Authority of the programme
shall be responsible in particular for:
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ensuring that audits are carried out to verify the effective functioning of the
management and control system of the programme;

ensuring that audits are carried out on operations on the basis of an appropriate
sample to verify expenditure declared; the audits shall be carried out in accordance
with Article 16 of the Implementation Regulation;

presenting to the Commission within nine months of the approval of the programme
an audit strategy covering the bodies which will perform the audits referred to under
paragraphs a) and b), the method to be used, the sampling method for audits on
operations and the indicative planning of audits to ensure that the main bodies are
audited and that audits are spread evenly throughout the programming period; the
audit strategy shall be established in accordance with Article 17(1) of the
Implementation Regulation;

by 31 December each year from 2008 to 2015:

)

submitting to the Commission an annual control report setting out the findings
of the audits carried out during the previous 12 months period ending on 30
June of the year concerned in accordance with the audit strategy of the
programme and reporting any shortcomings found in the systems for the
management and control of the programme. The first report to be submitted by
31 December 2008 shall cover the period from 1 January 2007 to 30 June
2008. The information concerning the audits carried out after 1 July 2015 shall
be included in the final control report supporting the closure declaration referred
to in point (e);

issuing an opinion, on the basis of the controls and audits that have been
carried out under the responsibility of the Audit Authority, as to whether the
management and control system functions effectively, so as to provide a
reasonable assurance that statements of expenditure presented to the
Commission are correct and as a consequence reasonable assurance that the
underlying transactions are legal and regular.

The annual control report and the opinion referred to in i) and ii) shall be drawn up in
accordance with Article 17(2), 17(4) of the Implementation Regulation;

i)

submitting, where applicable under Article 86 bis of the General Regulation, a
declaration for partial closure assessing the legality and regularity of the
expenditure concerned; the declaration referred to in Article 86 bis of the
General Regulation shall be drawn up in accordance with Article 17(5) of the
Implementation Regulation and submitted with the opinion referred to in point d)

).

submitting to the Commission at the latest by 31 March 2017 a closure declaration
assessing the validity of the application for payment of the final balance and the
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legality and regularity of the underlying transactions covered by the final statement of
expenditure, which shall be supported by a final control report. The closure
declaration and the final control report shall be drawn up in accordance with Article
17(3), 17(4) of the Implementation Regulation.

The Audit Authority shall ensure that the audit work takes account of internationally accepted audit
standards.

Where the audits and controls referred to in paragraph (a) and (b) are carried out by a body other
than the Audit Authority, the Audit Authority shall ensure that such bodies have the necessary
functional independence.

Furthermore the Audit Authority shall

= before submission of the first interim payment application to the Commission by the
Certifying Authority or at the latest within twelve months of the approval of this programme,
submit to the Commission a description of the management and control systems as
defined in Article 70(1) of the General Regulation and Articles 20 - 23 of the
Implementation Regulation;

= establish the report and the opinion referred to in Article 70(2) of the General Regulation.
To fulfill this task, the Audit Authority may contract a public or private body functionally
independent of the Managing Authority and Certifying Authority; this body shall carry out its
work taking account of internationally accepted audit standards (Article 70(3) of the
General Regulation). The report and the opinion referred to in Article 70(2) of the General
Regulation shall be drawn up in accordance with Article 24 of the Implementation
Regulation;

= chair the Group of Auditors (Article 14(2) of the ERDF Regulation); i.a., chairmanship shall
include convening the Group of Auditors to meetings at regular intervals, setting up the
respective agenda, etc.

In accordance with Article 58(3) of the General Regulation, the Audit Authority shall carry out its
tasks in full accordance with the institutional, legal and financial systems of the Federal Republic of
Germany.

Designation of the Audit Authority

According to Article 14(1) of the ERDF Regulation, the single Audit Authority shall be situated in the
Member State of the Managing Authority, i.e. in Germany.

The following body is designated to act as Audit Authority of the programme:

|.|2

Z Information is requested by the German representatives in the JPC.

51



In accordance with Article 58(3) of the General Regulation, the Member States participating in the
programme will lay down rules governing their relations with the Audit Authority and its relations
with the European Commission. For this purpose, each Member State participating in the
programme will make an agreement with the Audit Authority of identical type and wording.

With regard to the participation of Norway in the programme with own funding, a special agreement
shall be made between the Audit Authority and Norway.

Group of auditors

The Audit Authority for the programme shall be assisted by a group of auditors comprising a
representative of each Member State participating in the programme and Norway carrying out the
duties provided for in Article 61 of the General Regulation. The group of auditors shall be set up
within three months of the decision approving the programme at the latest. It shall draw up its own
rules of procedure. It shall be chaired by the Audit Authority for the programme (Article 14(2) of the
ERDF Regulation).

The auditors shall be independent of the control system referred to in Article 16(1) of the ERDF
Regulation.

Joint Technical Secretariat
Set-up and operation

In accordance with Article 14(1) of the ERDF Regulation, the Managing Authority shall set up a
Joint Technical Secretariat (hereinafter referred to as JTS).

The JTS shall be led by a director responsible for the entire secretariat.

The main office of the JTS shall be located in Rostock, Germany. The business of the main office
shall be operated by the

Investitionsbank Schleswig-Holstein
Fleethorn 29-31

24103 Kiel

Germany.

In consultation with the Investitionsbank Schleswig-Holstein, a branch office of the JTS shall be
established in Riga, Latvia. The business of the branch office of the JTS shall be operated by the

State Regional Development Agency
Elizabetes iela 19

LV-1010

Riga

Latvia

WWW.Vraa.gov.lv
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Details will be laid down in an agreement between the Investitionsbank Schleswig-Holstein and this
institution.

The JTS shall have international staff. Staff of the main office of the JTS in Rostock shall be
employed by the Investitionsbank Schleswig-Holstein. Staff of the branch office of the JTS in Riga
shall be employed by the State Regional Development Agency in consultation with the
Investitionsbank Schleswig-Holstein.

The JTS shall be funded from the Technical Assistance budget.

More detailed rules on the operation of the JTS shall be included in the agreements between the
Member States participating in the programme respectively Norway and the Managing Authority as
referred to in chapter 2.3.2.

Tasks of the JTS

The JTS shall be the central contact point both for the public interested in the programme, potential
beneficiaries and selected/running operations. It shall be in charge of the day-to-day
implementation of the programme. The JTS shall assist the Managing Authority, the Certifying
Authority, the Monitoring and Steering Committee and the Audit Authority in carrying out their
respective duties. Moreover it shall

= (distribute information about the programme;

= organise activities to promote the programme and to support generation, development and
implementation of operations;

= advice (potential) beneficiaries and lead beneficiaries on the programme;

= receive, register and check applications for operations;

= act as secretariat of the Monitoring and Steering Committee, i.a. organise its meetings,
draft the minutes, prepare, implement and follow up its decisions, etc.; the same shall
apply with regard to task forces set up by the Monitoring and Steering Committee;

= monitor progress, including financial progress, made by selected operations by checking
reports;

= establish close links with the chairmen/secretaries of national sub-committees and/or
national contacts points and support these bodies as defined in chapter 2.2.;

= co-operate with organisations, institutions and networks relevant for the objectives of the
programme. In doing so, the JTS should focus on the Baltic Sea Region.

The tasks of the entire JTS (main office and branch office) will be carried out under the
responsibility of the Managing Authority.
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Generation, application and selection of operations

Lead beneficiaries and beneficiaries
Definition of lead beneficiaries and other beneficiaries

Taking into account both Article 2(4) of the General Regulation, whereby the term “beneficiary” is
defined as “an operator, body or firm, whether public or private, responsible for initiating or initiating
and implementing operations” and the definition of “public expenditure” (Article 2(5) of the General
Regulation), the following legal entities may be funded by the programme as lead beneficiaries or
other beneficiaries of an operation:

a) national (governmental), regional and local authorities

b) bodies governed by public law as defined in Article 1(9) of with Directive 2004/18/EC of the
European Parliament and of the Council of 31 March 2004 on the coordination of
procedures for the award of public works contracts, public supply contracts and public
service contracts. This means any body

= established under public or private law for the specific purpose of meeting needs
in the general interest, not having an industrial or commercial character;
= having legal personality;
= financed, for the most part, by the State, regional or local authorities, or other
bodies governed by public law; or subject to management supervision by those
bodies; or having an administrative, managerial or supervisory board, more than
half of whose members are appointed by the State, regional or local authorities, or
by other bodies governed by public law.
c) associations formed by one or several regional or local authorities
d) associations formed by one or several bodies governed by public law as defined under b).

Legal entities applying for ERDF funding or Norwegian funding from the programme in categories
b) or d) are obliged to declare that they fulfil the criteria as defined in Article 1(9) of with Directive
2004/18/EC of the European Parliament and of the Council of 31 March 2004 on the coordination
of procedures for the award of public works contracts, public supply contracts and public service
contracts by signing a model declaration. The model declaration will be prepared by the Joint
Technical Secretariat and be part of the application package. The responsible authorities of the
Member States participating in the programme and Norway shall verify accuracy of the statements
before a decision of the Monitoring and Steering Committee on approval of an application is taken.

Legal entities not falling in one of the categories a) — d) are welcome to participate in operations
additionally (“Additional Partner”). Additional Partners have to finance their activities from own
recources and are not entitled to receive ERDF funding or Norwegian funding from the programme.
They may also be subcontracted by lead beneficiaries or other beneficiaries to carry out parts of
their activities in an operation; in this case the applicable public procurement rules have to be
observed. In case of subcontracting, the responsibility for implementation of the respective
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operation will remain with the contracting entity, i.e. the respective lead beneficiary or other
beneficiary.

The term “Lead Partner” used in this programme shall be a synonym for the term “lead beneficiary”
as defined in Article 20(1) of the ERDF Regulation, the term “Project Partner” shall be a synonym
for the term “other beneficiary” as defined in Article 20(2) of the ERDF Regulation.

Location of lead beneficiaries and other beneficiaries to receive ERDF funding or Norwegian
funding from the programme

As a basic principle, lead beneficiaries and other beneficiaries must be located in one of the
following areas (territory of the Member States participating in the programme which belongs to the
programme area as defined in chapter ..J) to be entitled to receive ERDF funding from the
programme:

Denmark: the whole country,
Estonia: the whole country,
Finland. the whole country,

Germany: the States (Lénder) of Berlin, Brandenburg, Bremen, Hamburg, Mecklenburg-
Vorpommern, Schleswig-Holstein and Niedersachsen (only NUTS Il area Regierungsbezirk
Liinebury),

Latvia: the whole country,
Lithuania: the whole country,
Poland: the whole country,
Sweden: the whole country.

In accordance with Article 21(3) of the ERDF Regulation and subject to the confirmation of both the
Monitoring and Steering Committee and the Managing Authority, expenditure incurred by the
aforementioned lead beneficiaries or other beneficiaries in implementing operations or parts of
operations on the territory of Russia (St Petersburg and the surrounding Leningrad Oblast, Karelian
Republic, the Oblasts of Kaliningrad, Murmansk, Novgorod and Pskov; for operations addressing
the Barents Region: Archangelsk Oblast, Komi Republic and Yamalo-Nenetsky Autonomous
Okrug) and Belarus (Oblasts Minsk, Grodno, Brest and Vitebsk) may be financed up to the limit of
10 % of the amount of the ERDF contribution to the BSR Interreg Programme 2007 — 2013, where
such expenditure is for the benefit of the regions of the programme area.

In duly justified cases and subject to confirmation of both the Monitoring and Steering Committee
and the Managing Authority, the ERDF may, up to a limit of 20 % of the amount of its contribution
to the Baltic Sea Region Interreg Programme 2007 — 2013 finance expenditure incurred by
partners (legal entities falling in one of the categories a) — d) as defined in Chapter 3.1.1) located
outside the programme but inside the European Community, e.g. in the Netherlands, the United
Kingdom, etc., where such expenditure is for the benefit of the regions in the programme area
(Article 21(2), 21(4) of the ERDF Regulation). This rule shall not apply to lead beneficiaries.
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To be entitled to receive funding contributed to the programme by the Kingdom of Norway, a lead
beneficiary of other beneficiary must be located in Norway.

Norwegian lead beneficiaries administering ERDF funding from the programme

Legal entities located in Norway and falling in one of the categories a) — d) as stipulated in Chapter
3.1.1 may act as lead beneficiaries on equal terms as lead beneficiaries as defined in Chapter
3.1.2. The only but significant difference is that Norwegian lead beneficiaries are not entitled to
utilise ERDF funding for own expenditures or expenditures of Norwegian other beneficiaries
participating in an operation. They may receive ERDF funding from the Paying Authority only for
the purpose of administering and transferring it to other beneficiaries participating in the respective
operation which are located in a territory as defined in Chapter 3.1.2.

Responsibilities of lead beneficiaries and other beneficiaries

For each operation as defined by Article 2(3) of the General Regulation, a lead beneficiaryshall be
appointed by the beneficiaries among themselves. The lead beneficiary shall assume the following
responsibilities (Article 20(1) of the ERDF Regulation):

= [t shall lay down the arrangements for its relations with the beneficiaries participating in the
operation in an agreement comprising, inter alia, provisions guaranteeing the sound
financial management of the funds allocated to the operation, including the arrangements
for recovering amounts unduly paid;

= it shall be responsible for ensuring the implementation of the entire operation;

= jt shall ensure that the expenditure presented by the beneficiaries participating in the
operation has been paid for the purpose of implementing the operation and corresponds to
the activities agreed between the beneficiaries participating in the operation;

= it shall verify that the expenditure presented by the beneficiaries participating in the
operation has been validated by the controllers;

= it shall be responsible for transferring the ERDF contribution to the beneficiaries
participating in the operation.

Each beneficiary participating in the operation shall:

= assume responsibility in the event of any irregularity in the expenditure which it has
declared (Article 20(2)(a) of the ERDF Regulation);

= repay the lead beneficiary the amounts unduly paid in accordance with the agreement
existing between them (Article 17(2) of the ERDF Regulation);

= be responsible for information and communication measures for the public as laid down in
Article 8 of the Implementation Regulation;

» in case the beneficiary is located in a Member State outside the programme area, i.e. in
case of application of Article 21(2) of the ERDF Regulation (cp. Chapter 3.1.2), inform the
responsible authorities of this Member State about its participation in an operation (Article
20(2)(b) of the ERDF Regulation).
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Support for generation and implementation of operations

The Joint Technical Secretariat will proactively support Lead Partners and Project Partners
throughout the life cycle of operations, i.e. during preparation, development and implementation
until finalisation of the respective operation.

Below the range of pro-active measures is listed. Their implementation by the Joint Technical
Secretariat is subject to the availability of staff and material resources.

Measures to support generation of operations

Every day contact of JTS with applicants to answer technical questions, such as eligibility
of ideas, partner composition, selection criteria, budgetary aspects, application conditions
etc. In the case of targeted calls or tendering for specific operations, the JTS will be
actively involved in the development of operations, possibly supported by specific external
experts.

Operation of a programme website, including a section on frequently asked questions
(FAQ) and a project idea database. The project ideas will be forwarded to the Monitoring
and Steering Committee that will provide strategic advice to applicants, however without
prejudice of later funding decision.

Lead applicant seminar;

Thematic seminars — focusing on one or several priorities;

Financial support by reimbursement of certain preparation costs for operations that are
approved by Monitoring and Steering Committee.?

Measures to support implementation of operations

Series of Lead Partner seminars with management focus (e.g. project management,
financial management/auditing, communication) to provide the Lead Partners with
knowledge on how to implement operations;

Ad-hoc meetings with JTS project/financial managers (eg. to discuss changes in the setup
of operations);

Quality workshops/content related training for on-going operations, either thematic or
cross-thematic (1) to steer the operations towards the results expected at the programme
level (2) to accumulate the expertise of the operations for the programme needs and (3) to
allow for exchange of ideas among owners of operations;

Individual consultations of operations when needed, e.g. based on the issues come up
during monitoring of the progress reports of the operations or in self-evaluations made by
the operations;

Database of approved projects (with information to be uploaded from the operations)
Intensive use of various mailings lists and feed-back channels.

® Details on reimbursement of preparations costs to be clarified.
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Applications for funding

Applications for funding shall include beneficiaries from at least three countries of the programme
area, of which at least one financing partner shall be located in a Member State participating in the
programme. These beneficiaries shall cooperate in at least two of the following ways for each
operation: joint development, joint implementation, joint staffing and joint financing. Selected
operations fulfilling these conditions may be implemented in a single country provided that they
have been presented by entities belonging to at least two Member States (Article 19(1) ERDF
Regulation).

Calls for applications will be launched by the Joint Technical Secretariat (JTS). In addition, targeted
calls might be used for specific purposes, e.g. focusing on missing themes of the programme
objectives. The number of calls per year will be flexible depending e.g. on the progress of the
programme.

The JTS will prepare an application package. It shall be available on the website of the programme
in digital form for download. Among other things, an application form will be issued; its use shall be
mandatory for legal entities who decide to apply for funding.

Applications shall be submitted to the Joint Technical Secretariat both as data file and as printout to
be signed by the legal entity which applies as lead beneficiary.

Assessment of applications

The assessment procedure consists of a technical eligibility check and a quality evaluation
process.

The technical eligibility check based on a check-list of minimum technical eligibility criteria will be
carried out by the JTS on behalf of the Managing Authority.

The quality evaluation process will be based on predefined quality assessment criteria and
strategic relevance of the operation. The JTS will be responsible on technical aspects of quality
evaluation, such as eligibility of the topic, number and consistency of the partners, the Lead
Partner's capacity for transnational project management, the eligibility and consistency of the
proposed budget plan etc. The assessment of the strategic relevance of project applications will be
undertaken by the Monitoring and Steering Committee or its designated Task Force, respectively.
National sub-committees or contact points will support the strategic assessment.

Selection of operations

Operations will be selected for funding by the Monitoring and Steering Committee. The Committee
can either approve or reject an application for funding or approve it under conditions. Conditions
should cover technical aspects only and not change the content of the proposed operation.
Detailed rules on decision making will be included in the rules of procedure of the Monitoring and
Steering Committee.
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Contract between the Managing Authority and the lead beneficiary

Following the decision of the Monitoring and Steering Committee to approve an application for
funding, the Managing Authority will prepare a subsidy contract to be made with the lead
beneficiary of the approved operation.

Responsibilities of the Member States in terms of management and
control of the programme

General provisions with regard to the Member States’ responsibilities for the management and
control of operational programmes under the “European territorial cooperation” objective have been
laid down in Articles 69 and 70 of the General Regulation and in Chapter 3, Section 3 of the ERDF
Regulation, in particular Articles 16 and 17(3) thereof.

This section of the programme is intended to define how these provisions shall apply to the Baltic
Sea Region Interreg Programme 2007 — 2013.

Validation of expenditure

Article 16(1) of the ERDF Regulation stipulates that in order to validate the expenditure, each
Member State shall set up a control system making it possible to verify the delivery of the products
and services co-financed, the soundness of the expenditure declared for operations or parts of
operations implemented on its territory, and the compliance of such expenditure and of related
operations, or parts of those operations, with Community and its national rules.

For this purpose each Member State participating in the programme and Norway shall designate
controllers responsible for verifying the legality and regularity of the expenditure declared by each
beneficiary (lead beneficiary or other beneficiary) participating in the operation.

Taking into account that

a) according to Article 15(1) of the ERDF Regulation the Managing Authority shall satisfy
itself that the expenditure of each beneficiary participating in an operation has been
validated by the controller referred to in Article 16(1) of the ERDF Regulation;

b) there will be only one subsidy contract for each operation between the Managing Authority
and the lead beneficiary (“lead partner principle”)

verification on the delivery of the products and services co-financed can be carried out only in
respect of the entire operation. Accordingly, such verification shall be performed by the controller of
the Member State or Norway where the lead beneficiary of the respective operation is located
(Article 16(1) of the ERDF Regulation).
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Each Member State participating in the programme and Norway shall ensure that the expenditure
can be validated by the controllers within a period of three months (Article 16(2) of the ERDF
Regulation).

In order to enable the Managing Authority to satisfy itself that the expenditure of each beneficiary
participating in an operation has been validated by the controller referred to in Article 16(1) of the
ERDF Regulation, the Member States participating in the Programme and Norway shall without
delay inform the Joint Technical Secretariat once the controllers have been designated. Information
shall continuously be updated in case of any changes.

Recovery of ERDF funding

Without prejudice to the Member States' responsibility for detecting and correcting irregularities and
for recovering amounts unduly paid (Article 69(1)(b) of the General Regulation), the Certifying
Authority shall ensure that any amount paid as a result of an irregularity is recovered from the lead
beneficiary. The beneficiaries shall repay the lead beneficiary the amounts unduly paid in
accordance with the agreement existing between them (Article 17(2) of the ERDF Regulation).

If the lead beneficiary does not succeed in securing repayment from a beneficiary, the Member
State on whose territory the relevant beneficiary is located shall reimburse the Certifying Authority
the amount unduly paid to that beneficiary (Article 17(3) of the ERDF Regulation).

Recovery of Norwegian funding
Rules on recovery of Norwegian funding shall be laid down in the Agreement between the
Certifying Authority and Norway referred to in chapter 2.4.2.

Procedures for the mobilisation and circulation of financial flows in
order to ensure their transparency

[Legal basis: Article 12(8)(d) of the ERDF Regulation. This relates to the description of the
organisation of two types of financial flows: a) the contribution of the various partners of the OP
(and its priorities) and its organisations; b) the main stages of Community funding between the
body responsible for making the payments to the beneficiaries and the beneficiaries.]]

Monitoring

The Managing Authority and the Monitoring and Steering Committee will ensure the quality of the
implementation of the programme. They will carry out monitoring by reference to financial
indicators and the indicators referred to in Article 12(4) of the ERDF Regulation specified in this
programme (Article 65(1), 65(2) of the General Regulation).

Lead Partners will submit a progress report every six months. These reports will be the central
source to monitor implementation of operations.
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The JTS on behalf of Managing and Certifying Authority will provide all relevant information to the
Monitoring and Steering Committee to ensure proper implementation of the programme: For
monitoring of progress, the JTS will regularly provide a report on the progress of the operations.
Furthermore the JTS will regularly report on commitments and payments. Finally, the JTS will
regularly report on the balance between the funding to Norwegian Lead Partners and ERDF
funding to Lead Partners from Member States participating in the programme where there is a
Norwegian partner in the partnership.

Evaluation

Ex ante evaluation

In accordance with Article 46(2) of the General Regulation, an ex ante evaluation was carried out
by COWI/AS, Parallelvej 2, 2800 Kongens Lyngby, Denmark, under the responsibility of the Joint
Programming Committee for this programme.

[To be further elaborated what information of ex-ante / SEA will be included in this chapter. Final
report of ex-ante evaluation to be annexed to Operational Programme.]

The results of the evaluation will be published on the website of the programme.
Strategic environmental assessment

[To be further elaborated what information of SEA will be included in this chapter. Final report to be
annexed to Operational Programme.]

Evaluations during the programme period

During the programme period, and in accordance with Article 46(3) of the General Regulation,
Member States participating in the programme will carry out evaluations closely linked to the
monitoring of the programme, in particular where the monitoring of the programme reveals a
significant departure from the goals initially set or where proposals are made for the revision of this
programme, as referred to in Article 32 of the General Regulation.

During the implementation of the programme, 1 - 2 evaluations will be made. The scope of the
evaluations will be targeted to specific needs of the programme identified in the monitoring, e.g. to
impacts of the finalised operations and the programme.

The Monitoring and Steering Committee shall decide on the execution of such evaluation. The
evaluations shall be carried out by external experts. The results of the evaluations will be sent to
the Commission.
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Information and Publicity

According to Article 68(1) of the General Regulation, the Member States participating in the
programme and the Managing Authority will provide information on and publicise operations co-
financed by this programme. The information will be addressed to European Union citizens and
beneficiaries with the aim of highlighting the role of the Community and will ensure that assistance
from the Funds is transparent.

The Managing Authority will designate the contact persons to be responsible for information and
communication and inform the Commission accordingly (Article 10(1) of the Implementation
Regulation).

Communication plan

A communication plan as defined in Article 2(2) of the Implementation Regulation, as well as a
major amendment to it, will be drawn up by the Managing Authority in consultation with the
Monitoring and Steering Committee. The Managing Authority will submit the communication plan to
the Commission within four months of the date of adoption of the programme.

The content of major amendments to the communication plan will be set out in the annual and the
final implementation report (Article 4(2)(c) of the Implementation Regulation).

The overall aim of the communication plan is to provide European Union citizens, beneficiaries and
stakeholders with information about the programme and its operations. An efficient implementation
of the plan should:
= increase the public awareness about the programme,
= provide the beneficiaries and stakeholders with accurate and reliable information on the
programme and operations
= attract a wide number of potential beneficiaries and increase the number of new
applications
= highlight the role of the Community and ensure that assistance from the Funds is
transparent.

The communication plan defines various information and marketing activities to be carried out
throughout the 2007-2013 programme period.

The target group of the programme is compound and manifold:
= general public (European Union citizens),

potential beneficiaries,

final beneficiaries,

stakeholders,

pan-Baltic organisations,

other Objective 3 programmes,

European Commission.

62



Information and publicity measures

In accordance with the communication plan, the Managing Authority will implement information
measures for potential beneficiaries, information measures for beneficiaries, and information and
communication measures for the public in accordance with the provisions laid down in Chapter I,
Section 1, of the Implementation Regulation.

Information about the programme will be spread through a variety of channels in order to reach the
different target groups. A number of traditional sources of information as well as best-practice-mix
of events serve as a basis for a broad dissemination of programme-related information.

Procedures for the exchange of computerised data to meet the
payment, monitoring and evaluation requirements

Computerised systems will be installed, operated and interconnected. This data base system will
meet special requirements. The database is prepared for:

= the input and the processing of the data at operation level as well as at Project Partner
level,

= the input and processing of information received by the Lead Partner’s activity and
financial reports;

= supporting the Joint Technical Secretariat in meeting its monitoring and reporting duties
with various data report sheets.

Data exchange between the Commission and the Member States for the purpose as defined in
Article 65 of the General Regulation will be carried out electronically in accordance with Articles 39
- 42 of the Implementation Regulation (Article 65(3) of the General Regulation). The database
provides the form and content of accounting information as requested in the Regulation.

In order to transfer computer files to the European Commission, the administration system of the
database will have the ability to create interface files in accordance with requirements of the
Structural Funds Common (SFC) Database.

Special provisions on implementation of the European
Neighbourhood and Partnership component of the programme

[Chapter to be elaborated after discussion and decision on an ENPI component as part of the
programme. This chapter should contain special ENPI related issues that cannot be included in
chapters 1-9 above.

The Joint Programming Committee expressed in its meeting in March 2006 to support the
involvement of Russia and Belarus in the programme. Beside clarification on ENPI, clarification is
needed with regard to what extend 10 % flexibility rule for spending ERDF outside Community
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according to Art. 21(3) of ERDF regulation shall be used for financing project partners from Russia
/ Belarus.]

Il. Chapter of a draft programme document on financing of actions [to be further elaborated]
Financing from Member States

Norwegian financing

ENPI component

Financing instruments (allocation of ERDF/ENPI, co-financing rate)

Technical Assistance

gk =

lll. Annexes to the operational programme
1. Ex-ante Evaluation / Report on Strategic Environmental Assessment
2. Financial Table [to be elaborated, cf. Annex VIII of Commission Regulation (EC) No ../.. of
.. setting out detailed rules for the application of the General Regulation]
3. Indicative breakdown of the Community contribution by category [to be elaborated, cf
Annex lla of Commission Regulation mentioned above]

IV. Additional documents to be prepared to implement the programme [to be elaborated]
1. Legal framework on programme level (Agreements between Member States/Norway and
the Managing Authority, Certifying Authority and Audit Authority)
Rules of procedure for the Monitoring and Steering Committee
Rules of procedure for the Group of auditors
Description of management and control system
Audit strategy
Information and communication plan
Application pack including programme manual

No gk w
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