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1 Introduction to the Report

Data and analysis The 'Study on macro-regional strategies and their links with cohesion policy'
report for Task 1 consists of four task, which are summarised and concluded upon in the Final
and Task 2 Report. The first two tasks (Task 1 and Task 2) have been reported on

individually, and the present report contains the data and analysis for these
two tasks for the European Union Strategy for the Baltic Sea Region (EUSBSR).

Structure of the This report begins with a brief section presenting the EUSBSR, followed by
report
> the first major part (section 2) of the report, which contains the data and
analytical report for Task 1, i.e. a description and an analysis of the overall
context of the Baltic Sea macroregion;

> thereafter, the second major part (section 3) contains the data and
analytical report for Task 2, analysing the overall achievements of the
EUSBSR and an evaluation of its contribution to strengthening the territorial
cohesion objective of the EU. Task 2 is divided into the following four sub-
tasks:
> Task 2a: Review of the EUSBSR
> Task 2b: Achievements of the EUSBSR

>  Task 2c: Comparison of objectives of the EUSBSR with achievements

> Task 2d: EUSBSR and ESIF
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1.1 The EUSBSR - Background

The European Union Strategy for the Baltic Sea Region (EUSBSR) is the first of
the macro-regional strategies. It was developed by the European Commission in
consultation with the Baltic Sea Region member states and stakeholders.

The cooperation in the EUSBSR focused on environmental challenges connected
to the Baltic Sea, as well as two more objectives under the headings of "Connect
the Region" and "Increase Prosperity". The EUSBSR aims at enhancing the
regional integration of the involved EU Member States in the Baltic Sea Region.
The EUSBSR also extends cooperation to neighbouring countries, specifically
Belarus, Iceland, Norway, and Russia. It aims to strengthen the integration of
the region through collaboration on its currently 13 policy areas and 4 horizontal
actions?!

The EUSBSR includes eight countries, all of them EU Member States, amongst
which a relatively high level of cooperation existed prior to the strategy.

Table 1-1 Countries and key features of the EUSBSR

Countries and regions Key features

e  Estonia e  Representing 80 million inhabitants or

e  Denmark nearly 16% of the EU population

e Finland e  EU Member States

e  Cooperation with non-EU members

e  Germany (Berlin; Brandenburg;
(Norway, Russia, Belarus, Iceland)

Hamburg; Mecklenburg-Vorpommern;
Schleswig-Holstein)

° Latvia
e Lithuania

e Poland

e Sweden

! https://www.balticsea-region-strategy.eu/ and COMMISSION STAFF WORKING
DOCUMENT. European Union Strategy for the Baltic Sea Region. ACTION PLAN
{COM(2009) 248}, SWD(2017) 118 final.
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Figure 1-1 The EUSBSR by the nomenclature of territorial units for statistics (NUTS2)
region

Norway

Belarus

Netherlandgl

W Germany

Belgium

Czech

Repblic Ukraine

The EUSBSR strategy includes a number of objectives and sub-objectives which
are implemented through 13 policy areas (hereafter PAs).
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Table 1-2

Objectives

Save the sea

1.Clear water in the sea
2.Rich and healthy wildlife

EUSBSR: objective, policy areas and horizontal actions

Policy Areas

Nutri
Hazards

Bio-economy

3.Clean and safe shipping Ship
4.Better cooperation Safe
Secure
Connect the region Tourism
5.Good transport conditions Culture
6.Reliable energy markets Innovation
7.Connecting people in the region Health
8.Better cooperation in fighting cross-border crime Education
Increase prosperity Transport
9.Baltic Sea region as a frontrunner for deepening and fulfilling the single market Energy

10.EUSBSR contributing to the implementation of Europe 2020 Strategy
11.Improved global competitiveness of the Baltic Sea region

12.Climate change adaptation, risk prevention and management

Horizontal
actions

Spatial planning
Neighbours
Capacity

Climate

The strategy and first action plan was endorsed by the Council in October 2009.

plan The action plan has been amended several time since then and the current
action plan is from March 2017. The revisions of the actions plans has also
resulted in a reduction of policy areas. The current action plan includes 13 policy
areas?.

Governance Governance of the EUSBSR relies on a number of actors and institutions as listed

in Table 2-1. The PA steering committees and the Policy Area Coordinator (PAC)
and Horizontal Actions Coordinator (HAC) together with Flagship leaders are key

implementers of the strategy.

2 COMMISSION STAFF WORKING DOCUMENT. European Union Strategy for the Baltic Sea
Region. ACTION PLAN {COM(2009) 2483%}. Brussels, 20.3.2017. SWD(2017) 118 final.
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Table 1-3 Roles and responsibilities in the EUSBSR?
National Coordinators overall coordination of EUSBSR and implementation in country
Coordinators of policy areas/horizontal actions key forces to drive implementation of relevant thematic areas forward
(PAC and HAC)
Steering Groups National sector experts (check)
Flagship Leaders; responsible for implementation of flagships
Managing Authorities bodies in charge of implementation of programmes/financial
instruments
European Commission, High level Group strategic coordination

3 Roles and responsibilities of the implementing stakeholders of the EUSBSR and a flagship
project concept. Working document. January 2013. EUSBSR.
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2 State of the Macro-Regions
(Task 1)

2.1 Introduction to Task 1

This report presents the results of Task 1 of the 'Study on Macro-Regional
Strategies and their links with cohesion policy' for Baltic Sea Macro-regional
Strategy. Three other reports of the same structure cover the remaining three
macro-regions: Adriatic and Ionian Sea, the Alpine and the Danube Strategy.

This report provides an 'indicator-based description and analysis of the overall
context of [the] macro-regions'*. This report aims further to provide a context
that is detached from the Macro-regional Strategy concept and does not provide
an evaluation of the Macro-regional strategies objectives; which is addressed in
the Task 2 report. The description and analysis is structured along four specific
headlines: macro-economic overview; macro-regional integration;
competitiveness; and the political, institutional and governance context. There is
a chapter on each of these dimensions, followed by a synthesised meta-analysis.
Prior to these indicator-based chapters, the report provides a brief
methodological overview.

For each indicator that is described, the report first provides a graphical
illustration of the indicator values. This is followed by a description and analysis
of the indicator values in question.

2.2 Methodological Framework for Task 1

2.2.1 Macro-regions

The concept of Macro-regions refers to a grouping of regions that principally
share a common functional context, such mountains, sea-basins, or river-basins,

4 The study Specifications
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Indicators to
provide an overall
context of the
Macro-regions

and 'in which the priorities and objectives set out in the corresponding strategy
can be properly addressed™. While this grouping of territories into macro-regions
thus follows a functional logic, it remains an artificial construct in terms of a
governance or territorial unit. Therefore, contextual information for a macro-
region as a whole is not readily available. This is reflected in the fact that no
selection of relevant information is available on an aggregated level.

The family of reports under Task 1 aims at filling this gap. They seek to provide
a set of relevant information that closes this gap and draws valid inferences on
the overall context of the macro-region in question.

More specifically, the context of the macro-regions is described through a set of
indicators on four dimensions (macroeconomic overview, integration,
competitiveness and the institutional / governance context). The four types of
indicators provide a research framework upon which the Task builds, and
essentially reflect the EU’s principal policy of Economic-, Social-, and Territorial
Cohesion as follows:

> Macroeconomic indicators reflect the (socio) economic context of the
individual economies as well as the macro-region as a whole. Further, they
also serve as overview indicators on the overall social- and economic
cohesion.

> Macro-regional economic integration indicators describe the intensity
of cooperation, integration and (economic, cultural) exchange among the
countries of a macro-region, and essentially reflect the state of territorial
cohesion.

> Competitiveness indicators provide a more detailed insight into the
(broadly defined) competitiveness of countries and macro-regions on
various aspects. These indicators provide inference on factors that affect
the three Cohesion objectives.

> Political, institutional and governance indicators mirror the political
state of a macro-region in terms of governments’ accountability or
effectiveness of legislation. These indicators mirror the likely capacity to
effectively pursue interventions on the economic, social as well as territorial
cohesion.

The reports provide a picture of the status of the macro-region in question, of
the developments inside the macro-regions and when possible (i.e. data allows)
a comparison of the current results with the results of the past. The family of
Task 1 reports thus explores and analyses the overall context of the four
existing Macro-Regional Strategies (MRS), namely the EU Strategy for the Baltic
Sea Region (EUSBSR), the EU Strategy for the Danube Region (EUSDR), the EU
Strategy for the Alpine Region (EUSALP) and the EU Strategy for the Adriatic
and Ionian Region (EUSAIR). The analysis is thus as such detached from the

5 Study specifications
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contents of each of the macro-regional strategies. Rather, it focuses on the
comparable assessment of the socioeconomic and macro-regional integration
status within the macro-regions, as well as on the comparable investigation of
their performance regarding competition and efficient institutions and
governance.

2.2.2 Indicator Analysis

A first step of Task 1 focused on the construction of a set of indicators which are
relevant to macro-regions on a macro-regional level. For this, indicators were
first identified by the consultant, and the final selection was done in close
cooperation with DG REGIO. Consultations with DG REGIO and members of the
Steering Committee served to ensure an eventual comprehensive and relevant
picture of the macro-regions.

For the identification of indicators statistical units had to be considered. Given
that the macro-regions in some cases consist of regions and not entire
countries, the geographical level of the analysis is principally conducted at level
2 of the Nomenclature of territorial units for statistics (NUTS-2), as defined by
the EU. However, in some cases data are not available at NUTS-2 level of
aggregation but at NUTS-1 level or country level only. In these cases the
missing information for the NUTS-2 level has been substituted by data from the
first available aggregation level above it, i.e. if statistical information on a
measure was available at NUTS-1 level, the same performance measure was
assumed to apply at the NUTS-2 level. For some variables only country-specific
information was available. This applies for example to the macro-regional
integration indicators.

The statistical units for regions outside the EU were chosen according to the
countries’ own aggregation at NUTS-2 level (equivalent to SR3°) as defined by
the EU. Only very few data were available at a level comparable with the NUTS-
2 level of the EU. Furthermore, most analysed countries outside the EU are quite
small, and most data for the regions outside the EU have therefore been chosen
at country level of aggregation.

The main sources of data used in this report are the Eurostat-Database
supplemented with data from the World Bank Database, OECD, UNCTAD,
COMTRADE, EEAA, ESPON project. Most NUTS-2 data are published with a time
lag of one or two years. In order to create a common basis across the macro-
regions and the themes, the description and analysis are generally based on
data available for the year 2015 or the latest available data for all considered
regions. When possible, a comparison is provided between the latest available
year data and the data for 2008 for the Baltic Sea and Danube macro-regions.

6 The NUTS classification is defined only for the Member States of the EU. Eurostat, in
agreement with the countries concerned, also defines a coding of statistical regions (SR)
for countries that do not belong to the EU but are either candidate countries, potential
candidate countries or countries belonging to the European Free Trade Association (EFTA).
Eurostat and Serbia have not yet agreed on statistical regions for the country.
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Composite Indices

Composite
Benchmarks

The year 2008 also is the year just before the creation of these two macro-
regional strategies. For the two newer macro-regions, the Alpine and Adriatic
Ionian macro-regions it is the year 2011 that is compared to 2015. The year
2011 is the year just before the creation of the Alpine and Adriatic Ionian macro-
regions and it offers a timespan long enough in order for changes to become
visible.

Each of the quantitative and qualitative indicators identified as best describing
the socio- economic context, integration, as well as the competitiveness,
institutional and governance situation of the four macro-regions was subject of
an assessment against the RACER framework. RACER stands for “Relevant,
Acceptable, Credible, Easy, Robust” and enables a judgement on each indicator’s
properties and qualities. Each RACER criterion has been assessed on a three-
level scoring scale (green: criterion completely fulfilled; orange: criterion partly
fulfilled; red: criterion not fulfilled). Based on the strengths and weaknesses of
each of the quantitative and qualitative indicators across all the RACER criteria,
a list of indicators was selected out of a pool of indicators considered.

The indicators which complied with all RACER criteria (green overall) have been
definitely included into the set of selected indicators; those, which did not
comply with all RACER criteria (a mix of green, red and yellow) and were not of
high importance for the considered macro-region have been left outside.

2.2.3 Composite Benchmarks

As it is not possible to monitor all dimensions of a macro-region with one single
indicator, a larger number of indicators has been selected. An additional
challenge is that a macro-region’s picture comprises the four dimensions
(macro-economic, macro-regional integration, competitiveness and political-
institutional- governance) but each dimension cannot be captured by one single
quantitative indicator.

In order to cope with this challenge, all indicators with a common theme have
been aggregated into composite indices. Composite indices bundle separate
(component) indicators into one index which allows the values of the whole
bundle expressed as only one measure’; examples of such indices are the
Human Development Index, Environmental Sustainability Index, and stock
indices like the NASDAQ Index. In the course of gathering indicator data, the
data have been grouped into sets of related indicators according to appropriately
identified themes. Themes have been chosen so that the indicators together
represent an “essential feature” of and within a macro-region. The individual
indicators have been aggregated without any weights and each composite index
hence represents the unweighted average of all indicators.

Different indicators generally apply different scales, such as percentages,
currencies or categorical data (e.g. chemical status of waterbodies). The
aggregation of such different scales only makes sense for comparable variables.

7 See http://www.investopedia.com/terms/c/compositeindex.asp
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Each indicator therefore needs to be normalised (to a common scale) before
these can be combined into a composite index. For this aggregation, the
proprietary ‘emb’ model (equilibrated medial benchmarking) has been applied?.

The benchmarking analysis focuses on the four macro-regions and the four
dimensions inside each macro-region compares countries and/or NUTS-2 regions
inside the individual macro-region based on a common reference framework of
EU countries. The reference framework for each component indicator or
composite index is delineated by the “top performer” of EU28 countries
(benchmarked at 150), the “lowest performer” (50) and the median
performer(s) at 100°. A high benchmarking score always reflects a more
“desirable” situation. Taking unemployment rates as an example, higher scores
reflect lower unemployment rates. In this way, the benchmarking results can
always be read as showing whether — and to what extent - they are above or
below the median in the EU at country level. This common framework enables
observations to be made across different regions, even though the main focus
remains within each macro-region.

The benchmark is always scaled on a country level against all EU28 Member
States. The benchmarking score hence indicates a country’s or region’s relative
position to all EU28 countries. This means in turn that one can observe values
above 150 and below 50 in the cases summarised in the table below.

Table 2-1: Cases with benchmarking scores above 150 and below 50

Case [GIELEL ]

Regional analyses A NUTS-2 region may out-/underperform its country. Such as
(NUTS-2 level) Stockholm (SE), performing higher than Sweden as a whole.

Non-EU countries A non-EU country is not included in the benchmarking scale. Thus,
a country like Ukraine may score above 150 or below 50, as they
are not included in the scaling.

Macro-regional Countries that are stronger/weaker integrated in a macro-region
Integration than the EU’s ‘top performing’/’bottom performing’ country is
analyses integrated in the EU28 (see paragraphs below).

For example, Germany’s trade integration with countries in the
Danube region comprises only a small share of its trade with all
EU28 countries and is at the same time lower than that of the EU’s
‘bottom performer’.

8 For the Proprietary Method of constructing indices from multiple indicators refer to: Fink,
M. et al. (2011), Measuring the impact of flexicurity policies on the EU labour market, IHS
Research Report, commissioned by DG EMPL (Employment, Social Affairs and Inclusion).
° The median is the point in a dataset in which a split of that dataset results in two sets
with an equal number of data points. See http://www.investopedia.com/

terms/m/median.asp for more details
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Integration Indices The chapter on integration includes new integration indices. These IHS-
proprietary indices cover respectively Labour Integration (three indices plus a
composite of these 3 components), Capital Integration (Foreign Direct
Investment (FDI), Energy Integration, and Trade Integration. Each of these
seven indices is constructed on a similar principle, which is outlined as follows.

When the amount or value of labour, capital etc. supplied by a country to
another country (a ‘partner’), or, equivalently, received from a partner,
increases, it can be said that the level of integration between the two has
increased. Considering a particular group of countries, the focus is on the
bilateral flows between them. For the task of estimating integration within
macro-regions, i.e. between individual countries belonging to the macro-region
in question, the first step is the development of a “Bilateral Flow Matrix”, as
shown in the table below.

Table 2-2: Energy Integration Example (Baltic Sea), energy exports (kTOE)

Partner Denmark Germany Estonia Latvia Lithuania Poland Finland Sweden
Denmark 0.0 1,917.4 0.0 0.0 0.0 0.0 505.6 | 3,503.5

Germany 3.5 0.0 0.0 0.0 0.0 916.5 0.0 0.0

Estonia 0.0 0.0 0.0 522.7 0.0 0.0 25.6 0.0

Latvia 0.0 0.0 0.4 0.0 293.9 0.0 0.0 0.0

Lithuania 0.0 0.0 79.7 14.4 0.0 51.4 0.0 0.0

Poland 0.0 251.7 0.0 0.0 5.6 0.0 0.0 1.7

Finland 0.0 0.2 432.8 0.0 0.0 0.0 0.0 0.1

Sweden 477.6 168.3 0.0 0.0 0.0 302.0 | 1,484.4 0.0

Immediately, certain strong relationships between certain country-pairs are
visible. What such a table of absolute values does not make clear is the
‘importance’ of a bilateral relationship for a specific country. A second step
therefore converts the data to a relative share of all its exports (or foreign
investments, migration flows, remittances) (in worldwide).

Table 2-3: Energy Integration Example, Share of total exports to partner country (in %)

Partner Denmark Germany Estonia Latvia Lithuania Poland Finland Sweden
Denmark 0.0 11.8 0.0 0.0 0.0 0.0 3.1 21.5

Germany 0.0 0.0 0.0 0.0 0.0 1.5 0.0 0.0

Estonia 0.0 0.0 0.0 24.8 0.0 0.0 1.2 0.0

Latvia 0.0 0.0 0.0 0.0 13.8 0.0 0.0 0.0

Lithuania 0.0 0.0 0.9 0.2 0.0 0.6 0.0 0.0

Poland 0.0 1.2 0.0 0.0 0.0 0.0 0.0 0.0

Finland 0.0 0.0 5.8 0.0 0.0 0.0 0.0 0.0

Sweden 2.6 0.9 0.0 0.0 0.0 1.6 8.1 0.0

The new integration index provides a common basis for measuring integration in
each of the four macro-regions, just as the case for every other indicator
considered in this study. Given that the number of countries in the macro-
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regions vary, the total share of e.g. energy exports to the macro-region would
grow with the number of member countries. Therefore, to provide a measure of
integration that is not affected by the size of a macro-region, the chosen
measure for each country’s degree of integration within its macro-region is its
per partner share (ppShare); i.e. the average flow to a destination country.

Table 2-4: Energy Integration Example, resulting per partner share

Partner ppShare
Denmark

Germany

Latvia
Lithuania
Poland
Finland
Sweden

|
Denmark
|
EStOI‘lIa
Lithuania
Poland
|
| Sweden

In the case of integration indices, the procedure to establish the benchmark is
identical in formation as for the other indices, except that in this case the
bilateral flow matrix is 28 x 28 for the EU28. Thus, the benchmark is defined by
the average share that each Member State exports to the EU28 countries. This
results in a per partner share of each Member State, but to the whole EU28,
instead of a macro-region.

In other words, using the per partner share as a unit of measure enables the
degree of integration within each macro-region to be benchmarked against the
degree of integration in the EU as a whole. This provides a deep insight into the
question of whether the common geographical basis (and more) for the macro-
regions is actually, and to what extent, of particular relevance compared to the
entire setting of all EU countries, which may in general cover a more or less
contiguous area, but which course also comprise (even more) multiple regional
contexts.

As mentioned in Table 3-52 above, there are many cases found to score well
below 50 or well above 150. This is entirely consistent: The reason, expressed
mathematically, is that the two-dimensional flow matrices gives rise to country
index values in macro-regions that are not subsets of the EU index; for non-
integration indices, in contrast the (EU) country indicator values form by
definition a subset of the EU28.

Each composite index is accompanied by a figure that consists of two maps and
one bar chart. Both maps show the composite index values for each NUTS
region in differing colour schemes. The first map provides a coloured illustration
of the scores on a scale from 50-150 and reflects how a given region performs
on the EU28-wide level (i.e. 100 reflects the EU28 median). Any regions scoring
outside this defined range are displayed as 50 or 150.

The scale of the second map is in turn defined by the lowest and highest
composite index scores found for the macro-region and seeks to highlight the
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Digital Toolbox

differences between the high and low performing regions of that macro-region
more clearly. As a result, the range of this scale depends on the maximum and
minimum scores for each individual composite index in a given macro-region.
The bar chart identifies the two regions with the highest and lowest composite
index scores in each country, accompanied by the (benchmarked) scores of the
index’s components. The colouring scale ranges from 50 to 150.

Synchronous to this report, a digital toolbox has been developed. The digital
toolbox comprises a set of data files for each of the four macro-regions. Each file
contains data sheets for each indicator used to assess the context of the macro-
regions. As mentioned above, data has been organised separately for the
appropriate NUTS regions and countries in each of the four macro-regions, and
each indicator, or composite, corresponds to an excel sheet for each macro-
region. The excel sheets have been grouped according to the four dimensions
(macro-economic, macro-regional integration, competitiveness and political-
institutional- governance). Furthermore, within each dimension, sheets have
been grouped according to agreed aggregated compositions i.e. as composite
indices).

An index page (usually on the first data sheet of each file) will enable users to
directly find the data sheet for a named indicator (by clicking on an excel
hyperlink).

A second set of excel files has been established for documenting the results of
the benchmarking process. There is a file for each individual macro-region. This
contains datasheets corresponding to indicators, grouped according to the
above-mentioned four dimensions. Within these, they are further grouped
according to the agreed aggregated composition of composite indices.

2.3 Macroeconomic Overview

In this chapter the overall macroeconomic state of the macro-region is assessed
through analyses focused on three major themes: economic performance,
employment, and social equality. The macroeconomic indicators are used to
reflect the (socio) economic context of the individual economies as well as of the
macro-region as a whole.

The table below provides an overview of the indices that are presented in this
chapter:
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Table 2-5: Overview of macro-economic overview indicators

25

Economic performance

Employment indicators

Social progress

Composite o o
indicators indicators
GDP/capita Employment index Social progress
index1?
GDP growth Unemployment rate

Labour productivity

Components

Youth unemployment

Long term
unemployment

Economic activity rate

Employment rate

10 A composite index based on 53 indicators covering basic human needs, conditions for

well-being and opportunity to progress
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2.3.1 Economic Performance

Figure 2-1: Economic Performance by NUTS-2 in 2015, on an EU-wide (left) and Macro-
regional (right) comparison. The bottom figure shows the Upper/Lower Regions, including
their components
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Text Box 2-1: Explanation of indicators: 'Economic Performance’

To assess the economic performance on NUTS-2 regions inside the macro-region three
indicators: regional Gross Domestic Product (GDP) per capita (at purchasing power
parity), Real GDP growth rate and Labour Productivity have been bundled into one
composite indicator: Economic performance index.

Regional gross domestic product (GDP) is used for the measurement and comparison of
the economic activity of regions. It is the most important indicator used in the EU's
regional policy for the selection of regions eligible for support under the investment for
growth and jobs goal of the EU. GDP is the standard measure of the value of the
production activity (goods and services) of resident producer units.* For this indicator
regional data are available with a time lag of two years. Thus regional GDP data for the
reference year 2015 have been released at the beginning of 2017. Real GDP is usually a
proxy for economic prosperity. GDP per capita, however, does not reflect the equality of
distribution of that prosperity, so it is not representative for many social issues.

The real percentage-growth rate of gross value added (i.e. Real GDP growth) allows the
identification of the most and less dynamic regions in the EU and the non-EU regions
inside the macro-region.

Labour Productivity has been calculated as Regional Gross Value Added (GVA) per
employee. According to the OECD, Labour Productivity measures “how efficiently
production inputs, such as labour and capital, are being used in an economy to produce a
given level of output.” Productivity is considered a major source of economic growth and
competitiveness. It is used as a main indicator to assess a country’s performance and to
perform international comparisons. Over time a country’s ability to raise its standard of
living depends to a great extent on its ability to raise its output per worker. There are
different measures of productivity.

An investigation of growth-generating economic activities on the regional level requires
the availability of relevant regional indicators. Compared to data on the national level, the
availability of regional data is much more limited. Moreover, regional data are published
with sizable time lags which in the case of national accounts may amount to two years.

The analysis of the composite indicator Economic Performance in the macro-
region shows a mixed picture regarding the economic development of its NUTS-
2 regions. The highest performers in 2008 and 2014 were the regions in
Sweden, Denmark and Germany (Berlin, Brandenburg, Hamburg). These regions
show simultaneously a high GDP per capita and a high productivity. The highest
GDP per capita and productivity is to be found in the NUTS-2 regions:
Hovedstaden, Brandenburg, Hamburg, Stockholm, and Ostra Mellansverige.
These are urban centres with qualified workforce and high quality infrastructure.
In the middle range Estonia, Lithuania, as well as NUTS-2 regions in Germany

11 https://www.oenb.at/en/Statistics/Standardized-Tables/Economic-and-Industry-
Indicators/Economic-Indicators/nominal-gpd-growth-expenditure-side.html
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(Mecklenburg-Vorpommern, Schleswig-Holstein) and in Finland and about a third
of the Polish regions. The lowest values for the indicator Economic performance
exhibit Latvia and about two thirds of the NUTS-2 regions in Poland. The lower
performing regions have a low GDP per capita and low productivity. However, all
low performing regions except for the Finnish ones, where progress was only
modest, reduced their gap to the EU-median regarding the considered indicators
significantly in 2014 compared to 2008.

An important role in this process played the investment co-financed by the EU
Structural and Investments Funds (of which particularly the Cohesion Fund), as
well as strong inward Foreign Direct Investment (FDI) flows. Estonia, Latvia, and
Lithuania recovered after the recession in the years 2008 and 2009 and
recorded high growth rates during the period 2011 to 2013. However, the
sanctions and countersanction imposed on and by Russia affected their growth
performance since 2014. Poland was the only European country that did not
record a recession during the crisis, due to successful policies supporting internal
demand. After a moderate growth in 2012 and 2013 growth accelerated in
Poland the following years, due to dynamic internal and external demand.
Following the recovery in 2010, the Finnish regions were again confronted with a
prolonged recession in the period 2012-2014. Finland’s economy suffered from a
lack of export demand from its main trade partners as the euro-area crisis
prompted governments to cut budget spending, as well as austerity measures at
home to keep debt low. The decline of Nokia (accounting for 4% of Finnish GDP,
21% of Finnish exports and 14% of corporate tax revenues by 200012), the
biggest taxpayer and job provider in the Finnish economy combined with the
decline of the paper industry contributed significantly to the contraction of
Finnish economy.

12 http://www.wired.co.uk/article/finland-and-nokia
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2.3.2 Employment

Figure 2-2: Employment by NUTS-2 in 2015, on an EU-wide (left) and Macro-regional (right)
comparison. The bottom figure shows the Upper/Lower Regions, including their components
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Text Box 2-2: Explanation of the indicator: 'Employment’

Labour market statistics are crucial for many EU policies. There are significant labour
market disparities within the EU territory as well as in candidate/neighbour countries. The
first figure on the left shows the employment situation from the perspective of a
composite index based on the following indicators. i) Economic activity rate, which
describes an economy’s ability to attract and develop a great share of human capital from
its population; ii) Employment rate combined with Unemployment Rate, providing useful
information about the ability to utilize available labour; iii) Youth unemployment rate, as
an indicator showing the match between the existing skills within the young people and
the employment opportunities offered by the regional economies; iv) and Long term
unemployment rates, which indicate inefficient labour markets. More elaborate
descriptions of the composite indicator can be found in the methodology.

Four out of five NUTS-2 regions in the Baltic Sea region exhibit a more positive
state than the EU-median (35 out of 43 NUTS-2 regions perform above the EU-
median). The highest performing NUTS-2 regions are in Sweden followed by those
in Denmark. The lowest performers were eight NUTS-2 regions in Poland.
Compared to 2008, the regions in Denmark lost their leading position, which is
taken over by the regions in Sweden (particularly Stockholm performing better
than any EU country as a whole). This is because of the reduction in the activity
and employment rates in Denmark since 2008. It should be noted though that the
2008 levels were very high in Denmark. Germany and Poland in turn improved
their position considerably over the last seven years. Most NUTS-2 regions in
Sweden, Germany and Poland thus increased their activity and employment rates
significantly. The rise in the value of these indicators was in the case of the Polish
and German regions quite substantial but starting also from relatively low levels.

High GDP growth rates in Poland since 2008, also due to the high absorption of EU
cohesion funds, supported the catching up of the Polish economy to the EU-
average. At the same time, high growth is reflected in many NUTS-2 regions in a
rise of the activity and employment rates and - since 2014 - also in a gradual
decrease of unemployment.

Except for the German regions, all regions experienced an increase in
unemployment rates when comparing 2008 and 2015. The German regions even
managed to reduce unemployment, youth unemployment and long-term
unemployment rates. This can be attributed to successful labour market policies
implemented during the first five years of the first decade of the millennium, and
providing lasting results after a couple of years. Other factors contributing to the
good performance of German regions are the successful vocational training
schemes in Germany and the flexibility of German employees (60 % of employed
persons are commuters). Dual vocational training thus provided for a strong
decline of youth unemployment in Germany, while all other regions in the macro-
region experienced significant increases in this.
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2.3.3 Social Progress Index

Figure 2-3: Social Progress by NUTS-2 in 2016, on an EU-wide (left) and Macro-regional
(right) comparison. The bottom figure shows the Upper/Lower Regions, including their

components.
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Text Box 2-3: Explanation of the indicator: ‘Social Progress Index’ '3

The Social Progress Index measures the extent to which countries provide for the
social and environmental needs of their citizens.

The Social Progress Index from 2016 bases on fifty-three indicators that cover the
fields of Basic Human Needs (Nutrition and Basic Medical Care, Water and Sanitation,
Shelter, Personal Safety), Foundations of Well-Being (Access to Basic Knowledge,
Access to Information and Communications, Health and Wellness, Environmental
Quality), and Opportunity to Progress (Personal Rights, Personal Freedom and
Choice, Tolerance and Inclusion, Access to Advanced Education). A ranking of the
values of Social Progress Index shows the relative performance of the countries
included. For the purpose of this Task, this index has been re-scaled this report’s
format.

There is a correlation between the level of economic development and social
progress. Thus, the regions with the highest GDP per capita, such as NUTS-2
regions in Denmark, Finland and Sweden are also the highest performing
regions, with the highest scores for the European Union Regional Social Progress
Index (above 145 on the benchmark). These regions register the highest
performance for the areas ‘Basic Human needs’ and ‘Opportunity’. The highest
performing NUTS-2 regions in the macro-region are: Ovre Norrland in Sweden,
Midtjylland, Hovedstaden and Nordjylland in Denmark, and HelsinkiUusimaa in
Finland. German NUTS-2 regions Berlin, Hamburg, Brandenburg, Mecklenburg
Vorpommern with scores exceeding 120 points show also a performance above
the EU28-median. The lowest performers are found in Poland, with scores below
90 points. These are Slaskie, Opolskie, Lédzkie, Swietokrzyskie, Lubuskie,
Dolnoslaskie, Kujawsko, and Pomorskie. Deciding for this result is their low
performance in the area ‘Foundation of Wellbeing’ (environmental quality) and
‘Opportunity’ (personal rights). Also Latvia and Lithuania exhibit low values for
the Social Progress Index, as a result of a poor performance on ‘personal rights’
and ‘health and wellness’. A correlation between GDP per capita and
performance on social progress can be noticed for these regions.

2.4 Macro-regional Integration

The emergence of the “new trade theory” (Krugman, 1979)'4 in late 1970 with
its emphasis on economies of scale put economic integration in the centre of
economic debate. According to this theory, companies in small countries tend to

13 The index is published by the nonprofit organization Social Progress Imperative. A
custom version for the EU regions has been developed in cooperation with the European
Commission. See http://www.socialprogressimperative.org/custom-indexes/european-

union/

4 Krugman, Paul R. (1979): Increasing returns, monopolistic competition, and
international trade, URL: http://www.sciencedirect.com/science/article/pii/0022-
1996(79)90017-5.
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exhibit relatively high average costs, while companies in large countries can
profit from lower average costs due to size advantages. 15

As a result, regional integration represents an important national policy
alternative for small economies in order to overcome the small size handicap. By
joining a regional integration agreement, companies from a small domestic
economy may enlarge and be better prepared to face competition from countries
with larger domestic economies. 16

However, while regional integration gives rise to new opportunities, new
challenges may appear. These may take the form of strong restructuring at
microeconomic level, with some companies disappearing and other companies
growing bigger and becoming successful in international competition.!” In the
restructuring process, relatively large and strong companies overtake their
weaker competitors. An important role in this respect play mergers and
acquisitions involving companies from different countries. Foreign direct
investment (FDI) represents thus a channel in the integration process.
Companies with foreign participation, which are usually involved in vertical
production networks, are also responsible for a large share of exports and
imports. Integration may also lead to trade diversion and erosion of
sovereignty.!8

In the context of the EU’s long-term objectives, this chapter provides a context
on the territorial cohesion of the macro-region, which is one of the three
cornerstones of Cohesion Policy next to economic and social cohesion!® , as well
as the degree to which the Single Market2? is fulfilled within the macro-region.

For this analysis, various indicators have been chosen to provide a context of
integration. The table below lists the chosen indicators. The macro-regional
economic integration indicators chosen describe the intensity of cooperation,
integration and (economic, cultural) exchange among the countries of the
macro-region.

15 Gustavson, Patrick & Koko, Ari (2004): “Regional Integration, FDI and Regional
Development. European Investment Bank”. In: Papers of EiB-Conferences, Vol. 9, No. 1,
pp. 122, Luxembourg.

6 Gustavson, Patrick & Koko, Ari (2004): “Regional Integration, FDI and Regional
Development. European Investment Bank”. In: Papers of EiB-Conferences, Vol. 9, No. 1,
pp. 122, Luxembourg.

17 Gustavson, Patrick & Koko, Ari (2004): “Regional Integration, FDI and Regional
Development. European Investment Bank”. In: Papers of EiB-Conferences, Vol. 9, No. 1,
pp. 122, Luxembourg.

18 https://www.globalpolicy.org/nations-a-states/political-integration-and-national-
sovereignty-3-22.html

19 Territorial Cohesion, http://ec.europa.eu/regional policy/en/policy/what/territorial-

cohesion/
20 The European Single Market, https://ec.europa.eu/growth/single-market en
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Table 2-6: Overview of Macro-regional economic Integration indicators

Composite

Labour Integration

Components

Intra macro-regional migration

Mobile students from abroad

Workers’ Remittance

Trade Integration

Share of exports to macro-region out of total exports

Capital Integration

Inward FDI stocks

Energy Integration

Exports of energy

Accessibility

Multimodal

Road

Rail

Air

Territorial Cooperation

Number of organisations participating in INTERREG-IVB
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2.4.1 Labour Integration

Figure 2-4: Labour Integration by country, on an EU-wide (left) and Macro-regional (right)
comparison. The bottom figure shows the Upper/Lower Regions, including their
components
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Text Box 2-4: Explanation of the indicator: 'Labour Integration’

To get a picture on the status of labour integration in the macro-regions three indicators
are selected: a) Bilateral estimates of migrant stocks in 2013, b) Bilateral Remittance
Estimates for 2015 using Migrant Stocks, Host Country Incomes, and Origin Country
Incomes (millions of US$) (October 2016 Version) both indicators provided by the World
Bank and the c) Share of mobile students from abroad by education level, sex and
country of origin, provided by Eurostat have been used to create a composite indicator.

Data on Migration and remittances are based on the Migration and Remittances Factbook
2016 published by the World Bank. It provides a comprehensive picture of emigration,
immigration, and remittance flows for 214 countries and territories, and 15 country
groups, drawing on authoritative, publicly available data. The data are collected from
various sources, including national censuses, labour force surveys, and population
registers.

According to the "Recommendations on Statistics of International Migration” by the
United Nations Statistics Division (1998), “long-term migrants” are persons who move to
a country other than that of their usual residence for a period of at least one year, so that
the country of destination effectively becomes their new country of usual residence.
“Short-term migrants” are persons who move to a country other than that of their usual
residence for a period of at least three months but less than one year, except for the
cases where the movement to that country is for purposes of recreation, holiday, visits to
friends and relatives, business, medical treatment, or religious pilgrimage (UN Statistics
Division 1998).

A new notion of remittances introduced in the sixth edition of the IMF Balance of
Payments and International Investment Position Manual (BPM6)?2! is starting to be used
by many countries (IMF 2010a). According to the new definition, personal remittances are
the sum of two main components: “compensation of employees” and “personal transfers”.
Personal remittances also include a third item: “capital transfers between households,”
but data on this item are difficult to obtain and hence reported as missing for almost all
countries.

Compensation of employees??, unchanged from BPM5, represents “remuneration in return
for the labour input to the production process contributed by an individual in an
employer-employee relationship with the enterprise.” The definition of “personal
transfers,” however, is broader than the old “worker’s remittances” - it comprises “all
current transfers in cash or in kind made or received by resident households to or from
non-resident households.” Therefore, “personal transfers” include current transfers from
migrants not only to family members but also to any recipient in their home country. If
migrants live in a host country for one year or longer, they are considered residents,

regardless of their immigration status. If the migrants have lived in the host country for

21 IMF (2013): Sixth Edition of the IMF's Balance of Payments and International
Investment Position Manual (BPM6). URL:
https://www.imf.org/external/pubs/ft/bop/2007/pdf/appx5.pdf

22 See footnote above
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less than one year, their entire income in the host country should be classified as
compensation of employees.?3

Share of mobile students from abroad enrolled by education level, sex and field of
education refers to students from abroad enrolled in tertiary education (level 5-8) in
percentage of all students.

In the Baltic Sea macro-region, labour integration is higher than the EU-median
in all countries except Germany. The highest degree of labour integration within
the countries in the macro-region can be observed for Finland and Poland
followed by Denmark and Estonia. Sweden, Lithuania and Latvia fall below the
average of the macro-region, but still above the EU28-median?4.

A close look at the migration, remittances and students’ mobility flows inside the
macro-region, discloses some interesting integration patterns. Statistical
evidence shows that geographical proximity, historical and cultural ties and
language advantages play an important role for labour integration. Family and
friends network that migrants already have in the destination country is another
contributing factor (Taylor, 1986)2°. Thus, there is a high degree of integration
between Denmark and Sweden and to a lower extent between Denmark and
Germany, and there is a high degree of labour integration between Estonia and
Finland and to a lower extent between Estonia on one side and Germany and
Sweden on the other side. Also, integration is highest between Finland and
Sweden and to a lower extent between Finland and Germany, and labour
integration is high between Germany on the one side and Poland, Sweden and
Denmark on the other side. About 31% of the Polish migrants are located in
Germany. A high degree of labour integration registers Poland also with
Denmark and Sweden.

The data show that the flow of migrants takes place to a larger extent from East
(Poland, Estonia, Latvia, and Lithuania) to West (Germany, Sweden, Finland,
Denmark) or from the new EU Member States to the old EU Member States, the
flow of remittances follows an opposite direction. For the Baltic countries,
Estonia, Latvia, and Lithuania a high labour integration with the Russian
Federation can be observed?4.

23 IMF (2013): Sixth Edition of the IMF's Balance of Payments and International
Investment Position Manual (BPM6). URL:
https://www.imf.org/external/pubs/ft/bop/2007/pdf/appx5.pdf

24 There were no data on students’ mobility available for Germany
25 Taylor, J. Edward, 1986. Differential migration, networks, information and risk. In:
Stark, Oded (Ed.), Migration, Human Capital and Development. JAI Press, Greenwich, CT
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2.4.2 Trade Integration

Figure 2-5: Trade Integration by country in 2015, on an EU-wide (left) and Macro-regional
(right) comparison. The bottom figure shows the Upper/Lower Regions, including their

components
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Text Box 2-5: Explanation of the indicator: 'Trade Integration’

To measure Trade Integration, the analysis benchmarks a country’s share of exports to
the macro-region out of its total exports. The result of the benchmark thus indicates the
degree to which a country is able to sell its goods in the macro-region, and what
importance the single market concept has on a macro-regional scale.

Next to the high economic importance of the macro-region associated with a high
indicator score, the ‘functional’ definition of a macro-region through a common
geographic feature is manifested through economic evidence.

The data was obtained from the COMTRADE Database of the United Nations, which
provides comprehensive trade data.?®

In the Baltic Sea macro-region, Latvia and Estonia present the highest trade
integration within the countries in the macro-region. A share ranging between
50 and 60% of the exports of these countries are absorbed by the other
countries in the macro-region. These shares increased in 2015 compared to
2008. Latvia’s main trade partners in the macro-region are Estonia and
Lithuania, Estonia’s main trade partners are Finland, Sweden and Latvia. The
lowest trade integration in the macro-region is seen in Germany. Only about 9%
of the German exports go to the other members of the macro-region. This share
decreased slightly in 2015 compared to 2008. Due to its large size, German
economy has a more diversified pool of trade partners compared to the small
countries. Lithuania, Denmark, Poland and Finland show a medium degree of
trade integration in the macro-region, with shares of trade within the macro-
region in 2015 between 33% in Finland and 41% in Lithuania. Trade inside the
macro-region increased for all these countries since 2008. Sweden’s trade share
within the region accounts for 28%. However, this share did not change since
2008.

An interesting development showed by the data is the rise in the bilateral trade
relation of the Baltic countries (Estonia, Latvia and Lithuania) following their EU
accession in 2004. Foster et. al. (2011) attribute this development to the rising
engagement of the foreign investors in the region and the increase in intra-
company trade, while Hornok (2010) underlines the importance of the
elimination of non-tariff barriers.

26 UN COMTRADE, URL: https://comtrade.un.org/
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2.4.3 Capital Integration

Figure 2-6: Capital Integration by country in 2012, on an EU-wide (left) and Macro-
regional (right) comparison. The bottom figure shows the Upper/Lower Regions, including
their components
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Text Box 2-6: Explanation of indicators: 'Capital Integration®” 28

The Capital Integration among the countries of this macro-region is measured
through foreign direct investment (FDI). The ability of a country to attract FDI
indicates the economic attractiveness of a region (Grozea-Helmenstein et al, 2017).
When using this concept, one has to differentiate between outward FDI (domestic
companies investing in a foreign country) and inward FDI (foreign companies
investing in the domestic country) as well as between flows (the annual stream of
investments) and stocks (the aggregated volume of all past investments minus
depreciation and repatriation) (Grozea-Helmenstein et al, 2017). For the underlying
analysis inward FDI stocks of 2012 were therefore used, as these are in fact a
moving, weighted average of flows that depreciate over time. The data have been
provided by Eurostat.

Among various hypotheses aiming to explain the pattern of foreign direct investment,
according to the classical theory of comparative advantage relative factor
endowments and initial conditions are important factors in attracting FDI to some
locations rather than others (Bhagwati, 1987). This is in line with the FDI pattern
which can be observed in the macro-regions, with some countries being more
attractive to foreign investors compared to others.

The Capital Integration is measured on a country level. When considering the
integration of countries that are only partially in the macro-region, the inward FDI
stock (and thus benchmarking) of only the applicable regions may be higher if one
assumes that inward FDIs are higher in closer geographical proximity (Folfas, 2011).

The Baltic macro-region shows a high degree of Capital Integration: The average
share of FDI inward stocks from countries of this macro-region out of the EU is
5.37 (i.e. per partner share), which is well-above the EU-average share of 3.09.
Estonia, Finland and Lithuania account for the largest share of FDI stocks from
the other partners in the macro-region and score 666-687 points on the
benchmark (nearly 60% of total FDI stock in the country derives from this
macro-region), followed by Latvia with a share of about 44% (score of 453). In
the case of Finland, about 60% of the FDI stock originated in 2015 from
Sweden, Denmark or Germany?°. Germany has by far the lowest share of FDI
from the other partners in the macro-region with only 4%, resulting in an even
negative benchmark of (-9). This very low score is in parts explained by the
small share of Germany that is part of the macro-region. Poland, Denmark and
Sweden are placed in the middle, with shares ranging from 22 to 30% and score
above the EU-median.

27 Folfas, P. (2011): FDI between EU Member States: Gravity models and Taxes,
http://www.etsg.org/ETSG2011/Papers/Folfas.pdf
28 Grozea-Helmenstein, D., G. Grohall, C. Helmenstein (2017): Convergence and

Structural Change in Romanian Regions, in Larisa Schippel, Julia Richter, Daniel Barbu
(2017): Rumaniens "Riickkehr" nach Europa. Versuch einer Bilanz. - Wien: new academic
press.

29 https://www.stat.fi/til/ssij/2015/ssij 2015 2016-10-27 en.pdf
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2.4.4 Energy Integration

Figure 2-7: Energy Integration by country. The top figure shows an EU-wide comparison,

STUDY ON MACRO-REGIONAL STRATEGIES AND THEIR LINK TO COHESION POLICY

while the middle map illustrates the indicator on the macro-regional scale. The bottom
figure shows the benchmarked indicator values for each country.
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Text Box 2-7: Indicator description: 'Energy integration’

The energy integration indicator is defined as the energy export share that stays within
the macro-region. Country-level data from Eurostat for the latest available year (2015)
is used (Data table Exports - all products - annual data [nrg_131a]). Energy exports
considered include all types of energy products: solid fuels, oil, gas, electricity and
renewables.

The indicator for a specific country is constructed as follows:

1. Ratio between the macro-regional exports of the country and total energy exports is
calculated.

Total exports = Energy export in tonnes of oil equivalent (toe) from the country to all
trading partners

Macro-regional exports = energy products export in toe from the country to trading
partners within the macro-region.

2. This ratio is divided by the number of partners in the macro-region, to obtain an
average share of exports per partner in the macro-region.

3. Benchmark values are set-up in the same way as the integration indicators for
macro-regional level, for EU-level energy trade integration, defined as the (per
partner) share of exports to other EU countries as compared to all exports to the
world.

This allows the degree of integration within each macro-region to be benchmarked
against the degree of integration in the EU as a whole.
NOTE: Since the indicator is defined at the country level, it is not known what exact

Another area reflecting the degree of macro-regional integration is energy trade.
The indicator selected to represent energy trade is the share of energy exports
that goes to the other countries in the region (as proportion of total energy
exports). This reflects the preferred partners for energy trade. The higher
proportion exported to nearby countries or regions can indicate closer ties
between the areas. This indicator does not directly reflect energy independence
of the region, but is rather intended to show the directions chosen for outgoing
trade.

Overall, the macro-region has a relatively low level of intra-regional export
flows. Just over 8% of the energy products exported by the macro-region
countries stay within the region. Large exporters like Germany and Poland trade
with partners within the macro-region least. Denmark trades within the region
most, followed by Estonia. This means that some of the smaller countries are
actually exporting relatively high amounts to other countries in the region,
showing a degree of connectivity. For the larger exporters, other countries in the
region may not present a large enough market to constitute a substantial share
of their exports.



COWIL
44 STUDY ON MACRO-REGIONAL STRATEGIES AND THEIR LINK TO COHESION POLICY

Figure 2-8: Share of energy products exported by Baltic Sea macro-region countries that
are traded within the region
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The benchmarked indicator shows that Denmark and Estonia perform not only
higher than the EU-level median, but higher than the top-value on the EU level.
Moreover Latvia and Sweden have values relatively high above the EU-median.
This set of countries seem to show a positive sign in terms of cohesion. The
"worst" performers in the macro-region, however, are below the EU-level
median.
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2.4.5 Accessibility Potential

Figure 2-9: Accessibility Potential by NUTS-2 in 2014, on an EU-wide (left) and Macro-
regional (right) comparison. The bottom figure shows the Upper/Lower Regions, including
their components
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Text Box 2-8: Explanation of the indicator: 'Accessibility Potential’

The concept of accessibility refers to the ease of getting around from place to place
(Saleem and Hull, 2012)3°, Hull (2011) identifies two fields of accessibility: the first refers
to the ability to travel and is based on the classical location theory. This shows the direct
correlation between changes in the transport system (e.g. transport costs) and journey
length (Banister, 2002; Ney, 2001; Geurs and van Wee, 2006). The second focuses
mainly on the “ease of reaching” a number of daily activities at different destinations. The
first conceptualisation of accessibility has been more intensively studied by the academic
literature. This conceptualisation of accessibility forms also the basis of the indicators
which are investigated below.

These assess the accessibility potential measured as an index3! related to the ESPON
average for various transport modes such as road, rail, air, and multimodal transport.
Multimodal transport refers to the transportation of goods under a single contract, but
carried out with at least two different means of transport (e.g. rail, sea and road), where
the carrier is liable (in a legal sense) for the entire carriage. In order to achieve a feasible
number of regions, the NUTS-3 regions were aggregated to a NUTS-2 level, by averaging
the values of the aggregated regions.

The transport infrastructure in the Baltic Sea is characterised by a diverse
transport infrastructure. As section 2.5.3 in this report will show, the perceived
quality of infrastructure as well as the completion of trans European transport
networks is high in the old Member States, but low in the new ones. However,
during the last years, progress has been made to extend the primary high
capacity road network, expressways and motorways, mostly with co-financing
from the EU Cohesion Funds.32

The best accessibility for all transport modes are found in Germany, with Berlin
outperforming the Baltic Sea macro-region in all transport modes. Poland shows
an overall strong accessibility as well, which however deteriorates from west to
east, with the exception of the Warsaw region. Denmark and Sweden have
comparably lower accessibility, particularly in Western Denmark and Northern
Sweden. In the case of Sweden and Finland, which have some of the lowest
accessibility scores in the north, the low accessibility can be explained by the
low density of rail and road infrastructure, due to the low population density.
This low accessibility is however compensated by comparably strong accessibility
by air and multimodal forms. All the Baltic countries have some of the Baltic

30 Saleem Karou, Angela Hull (2012): Accessibility Measures and Instruments, in Angela
Hull, Cecilia Silva and Luca Bertolini (Eds.) Accessibility Instruments for Planning Practice.
COST Office, pp. 1-19. URL: http://www.accessibilityplanning.eu/wp-

content/uploads/2013/01/Accessibility-Measures-and-Instruments-R.pdf

31 For each NUTS-3 region the population in all destination regions is weighted by the
travel time to go there. The weighted population is summed up to the indicator value for
the accessibility potential of the origin region.

32 http://www.europarl.europa.eu/cmsdata/116220/tent-issues-papers.pdf
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Sea’s lowest accessibilities for all four modes, which is mainly explained by the
small size of the countries.

The accessibility has slightly deteriorated between 2011 and 2014, especially for
rail. This is due to modest investments in the aftermath of the economic crisis,
as accessibility depends on infrastructure investments which need besides
substantial financing a long time for planning and implementation. The
accessibility by air increased in Germany and Estonia and decreased in all other
countries of the macro-region. The accessibility by road decreased in Germany
and Denmark and increased slightly in the other countries, due to an
improvement in infrastructure. The multimodal accessibility increased in
Germany and Estonia and decreased in the other countries.
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2.4.6 Transnational Cooperation

Figure 2-10: Territorial Cooperation by NUTS-2 in 2011, on an EU-wide (left) and Macro-
regional (right) comparison. The bottom figure shows the Upper/Lower Regions, including
their components
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Text Box 2-9: Explanation of the indicator: ‘Transnational Cooperation’

Transnational cooperation®? is a major aspect of territorial cohesion, which is in turn one
of the three cornerstones of the EU’s Cohesion Policy as well as the EU’s enlargement
policy. A major tool for the EU to facilitate and promote cooperation is the INTERREG
programme as part of the European Structural and Investment Funds, which is currently
in its fifth generation (INTERREG V).

Transnational cooperation represents a tool to support economic development and
competitiveness, territorial, economic, and social integration, and to foster good
neighbourhood relations.3* It is also a tool which contributes to the reduction of negative
border effects between weaker and stronger regions, which promotes city networking,
and supports the adoption of solutions to address environmental challenges.3 Territorial
cooperation takes place in the framework of projects, programmes, and regions. It has
been steadily expanding over the last years including also many
unsupported/spontaneous movements. These take the form of city networks, and non-
EU-supported, macro-regional and country-specific types of co-operation.3® However,
territorial co-operation has still many weaknesses that need to be addressed.

The indicator on cooperation builds on the absolute number of organisations participating
in INTERREG IVB projects as a proxy for macro-regional cooperation, which covers the
time span of 2007-2013. INTERREG IVB projects occur under programmes which have a
transnational geographic scope, such as the Alpine, Danube, or Central Europe. The data
covers however only the time span between 2007 and January 2011.

The macro-region exhibits a cooperation among organisations that is on average
the magnitude of the EU-median. However, most countries exhibit on average a
level of cooperation above the EU-median. The top performers are found in the
Baltic States as well as the Nordic countries. Germany and Poland have a
notable diversity of high and low performing regions. Poland even has one of the
EU’s bottom-performing regions.

In the German NUTS-2 regions belonging to the Baltic Sea macro-region there
was a total of 129 organisations, in Denmark 121 organisations, in Estonia 78
organisations, in Finland 161 organisations, in Lithuania 105, in Latvia 73, in
Poland 219, and in Sweden 247 organisations which were participating in 2011
in INTERREG IV-B projects. The NUTS-2 regions with the highest number of
organisations involved in IV-B projects were: Etelda-Suomi with 77 organisations,
Mecklenburg-Vorpommern with 64 organisations, Hamburg with 54

33 Collaboration between administrative bodies and/or political actors in Europe and
beyond, representing their respective territories, which can also engage other stakeholders
as long as their involvement is within the same institutionalized framework (2013,
European Territorial Cooperation as a Factor of Growth, Jobs and Quality of Life, ESPON).

34 https://www.espon.eu/export/sites/default/Documents/
Projects/AppliedResearch/TERCO/TERCO Interim-Report-and-Annex FINAL.pdf

35 http://www.espon.eu/export/sites/default/Documents/Projects/
AppliedResearch/TERCO/Final Report/TERCO FR ExecutiveSummary Dec2012.pdf
36 http://www.espon.eu/export/sites/default/Documents/Projects/
AppliedResearch/TERCO/Final Report/TERCO FR ExecutiveSummary Dec2012.pdf
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organisations, Pomorskie with 54 organisations, and Sydsverige with 47
organisations.

In the case of the Baltic States and Southern Finland, the high scoring is
interesting in the light of the fact that these regions were only covered by one
transnational cooperation programme (Baltic Sea), and thus made a strong
effort to capitalise on cooperation opportunities through the programme.

2.5 Competitiveness

Availability of skilled workforce, capital and technological endowment as well as
investment in research and infrastructure influence economic performance and
competitiveness at regional level. But also other factors, such as the proximity
to universities and quality of health services, the time it takes to start-up a
business, the perception of the rule of law, environmental and safety
considerations are, among others, important competitiveness factors. In many
countries, there are significant region-to-region differences in some or all of
these factors (Grozea-Helmenstein and Berrer, 2013).

The competitiveness indicators which have been chosen provide a more detailed
insight into the (broadly defined) competitiveness of countries and macro-region
on various aspects. They focus on common factors throughout all macro-regions
and factors that are specific for each macro-region. The purpose in this category
is to identify the possible needs for interventions that add to smart, inclusive,
and/or sustainable growth, and therewith to the cohesion of a macro-region.
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2.5.1 Overall Competitiveness

EU Regional Competitiveness Index (RCI)

Figure 2-11: Regional Competitiveness by NUTS-2 in 2016, on an EU-wide (left) and
Macro-regional (right) comparison. The bottom figure shows the Upper/Lower Regions,
including their components
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Text Box 2-10: Explanation of the indicator: 'Regional Competitiveness’

Regional Competitiveness Index (RCI) measures various dimensions of competitiveness
at the regional level. 37 It highlights the EU NUTS-2 regions’ strengths and weaknesses,
while giving useful insights into the fields that need improvement in order to rise regional
competitiveness. In the framework of the Regional Competitiveness Index the overall
competitiveness of a country is defined by all its regions and not only by its capital
region. Countries such as Romania, Slovakia and France are characterised by strong
disparities in the socio-economic development and competitiveness between the capital
region and the rest of the regions in the country. Federal states, like Germany and
Austria show a more homogeneous picture regarding competitiveness.

The Regional Competitiveness Index>® is based on eleven pillars comprising inputs and
outputs of territorial competitiveness. These basic pillars are grouped into three sets
focusing on basic-, efficiency- and innovative- factors of competitiveness. They include:3°
(1) Quality of Institutions, (2) Macro-economic Stability, (3) Infrastructure, (4) Health
and the (5) Quality of Primary and Secondary Education. These pillars are especially
relevant for less developed regions.

The area efficiency includes the following pillars: (6) Higher Education and Lifelong
Learning (7) Labour Market Efficiency and (8) Market Size. Innovation pillars are
especially relevant for the most advanced regional economies. They comprise (9)
Technological Readiness, (10) Business Sophistication and (11) Innovation. RCI aims at
showing short and long-term capabilities of the regions.

In 2016, the best performing regions in the macro-region were Stockholm in
Sweden, Hovedstaden in Denmark, Helsinki-Uusimaa in Finland, and Hamburg in
Germany. All these regions except for Hamburg include the capital city of the
respective country. These regions managed to maintain their competitiveness
position in 2016 compared to 2013. Estonia, Latvia and Lithuania were ranked
on average in 2016, with Latvia and Lithuania outperforming eight regions of
Poland. These three countries managed to improve their competitiveness
position in 2016 compared to 2013. The lowest performing regions in 2016 were
all located in Poland. These were Warminsko-Mazurskie, Kujawsko-Pomorskie,
and Podlaskie. However Warminsko-Mazurskie and Kujawsko-Pomorskie
improved slightly their position in overall ranking in 2016. These low performing
regions display low scores for all three sub-indices considered: ‘basic’,
‘efficiency’ and ‘innovation’.

In 2013, Stockholm was ranked the best performing region in the Baltic Sea
macro-region, followed by Hovedstaden, Hamburg in Germany, and Etela-
Suomi. The best performance regarding competitiveness could be found in 2013
in 23 NUTS-2 regions in four countries: Denmark, Finland, Germany, and
Sweden. The region Mazowieckie in Poland (a region which includes the Polish
capital city) came in on the 24t place (out of 43 NUTS-2 regions included in

37 URL: http://ec.europa.eu/regional policy/en/information/publications/studies/2013/eu-

regional-competitiveness-index-rci-2013

38 See footnote above
39 See footnote above
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ranking) within the macro-region. Estonia followed. In 2013 the regions
Warminsko-Mazurskie, Latvia and Lithuania registered the lowest scores.
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Regional Innovation Scoreboard (RIS)

Figure 2-12: Regional Innovation Scoreboard by NUTS-2 in 2016. The bottom figure shows
the scoring of all Regions.
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Text Box 2-11: Explanation of the indicator: 'Regional Innovation Scoreboard’

The Regional Innovation Scoreboard is a regional extension of the European Innovation
Scoreboard, assessing the innovation performance of European regions on a limited
number of indicators.*°

The following analysis is based on the data of the Regional Innovation Scoreboard
published by the European Commission. There have been used data on NUTS-2 regions of
the European Union for the period from 2009 to 2016. Although data were not available
for all NUTS-2 regions and countries in @ macro-region, it gives a picture about the level
of innovation in a macro-region.

The regions are ranked in the following four categories: Innovation leaders, strong
innovators, moderate innovators and modest innovators.

Due to the underlying categorisation, this indicators has not been benchmarked, but has
been left in its original format.

In 2008, only the NUTS-2 regions of Denmark, Finland and Sweden were
‘Leaders’ in innovation in the Baltic Sea macro-region. These regions have been:
Denmark’s Hovedstaden, Finland’s Eteld-Suomi and Lansi-Suomi and Sweden’s
Stockholm, Ostra Mellansverige, Sydsverige and Véstsverige. The other NUTS-2
regions in these countries were all benchmarked as ‘Strong’ innovators. German
regions of this macro-region also scored as ‘Strong’ innovators. Of the Baltic
countries, Estonia was rated highest as ‘Moderate’ innovator. Latvia, Lithuania
and three Polish regions (Zachodniopomorskie, Lubuskie and Warminsko-
Mazurskie) were rated as ‘Modest’ innovators, making them thus the poorest
performers of this macro-region in 2008. The other 13 NUTS-2 regions in Poland
joined the group of ‘Moderate’ innovators.

In 2016, Sjeelland, Midtjylland, and Nordjylland in Denmark, as well as Berlin
and Hamburg in Germany and Ovre Norrland in Sweden were able to improve
from ‘Strong’ innovators to innovation ‘Leaders’. Latvia, Lithuania and
Zachodniopomorskie in Poland stepped up to the level of ‘Moderate’ innovators.
Estonia’s position remained unchanged. At the same time Eteld-Suomi and
Lansi-Suomi in Finland lost their status as innovation ‘Leaders’ and were rated
as ‘Strong’ innovators in 2016. Seven NUTS-2 regions in Poland out of 16 were
among the ‘Modest’ innovators in 2016, with many regions worsening their
position compared to 2008. The modest innovators in Poland show relative
weakness in ‘SMEs with marketing or organisational innovations’, ‘Business R&D
expenditures’, and ‘Sales of new product innovations’.

40 http://ec.europa.eu/growth/industry/innovation/facts-figures/regional de



http://ec.europa.eu/growth/industry/innovation/facts-figures/regional_de

56

COWIL
STUDY ON MACRO-REGIONAL STRATEGIES AND THEIR LINK TO COHESION POLICY

EU Digitalisation Index (DESI)

Figure 2-13: EU Digitalisation by country in 2014, on an EU-wide (left) and Macro-regional
(right) comparison. The bottom figure shows the Upper/Lower Regions, including their
components
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Text Box 2-12: Explanation of the indicator: 'EU Digitalisation Index’

The Commission’s Digital Single Market Strategy for Europe*' emphasises Europe’s
potential to take a leading role in the global digital economy; with a potential of EUR 415
billion GDP growth for the EU.*> However, fragmentations in the single market and
barriers restrain the development in this field. The digital economy could create
opportunities, expand markets, assure better services at better prices, and generate
employment. Therefore, progress on improving access for consumers and businesses to
online goods and services**; creating the proper environment for developing digital
networks and services; and raising the growth potential of the European digital economy
are crucial in order to take advantage of the opportunities created by the digital economy.

The Digital Economy and Society Index (DESI) assesses the Member States’ status and

progress towards the global digital economy. DESI is a composite index that combines

“relevant indicators on Europe’s digital performance and tracks the evolution of EU

Member States in digital competitiveness.”#*

The overall DESI score is the result of five separate dimensions:*°

1. Connectivity: The Connectivity dimension measures the quality and development of
broadband internet services.
Human Capital: This dimension measures the computer skills of European citizens.
Use of Internet: The Use of Internet dimension reports which actions European
citizens execute online.

4. Integration of Digital Technology by businesses: This dimension shows the digitisation
of businesses.

5. Digital Public Services: This dimension informs about eGovernment and the
digitisation of public services.

An analysis of the DESI index for the macro-region’s countries gives useful information

regarding their achievements regarding digital competitiveness. The data used for the

analysis has been published by the European Commission. However, data were not

available for every country in the macro-region. For this analysis, the combined score of

the five individual dimensions has been used.

In 2014, in the Baltic Sea macro-region, Denmark was the top performer of the
EU regarding the performance in digital competitiveness (thus scoring 150 on
the benchmark). Sweden and Finland also performed very strong with 145 and
144 points respectively. Compared to Denmark, Sweden had a lower score on
the ‘Digital Public Services’ dimension, while Finland scored lower on the
‘Connectivity’ dimension. These three countries had a significant advance to the
median performing regions with 36 points on the benchmark, which were
Estonia, Lithuania and Germany. This group in turn had an advance of at least
17 points to Latvia and Poland; the only countries performing below the EU-
median.

41 URL: http://www.ipex.eu/IPEXL-WEB/dossier/document/COM20150192.do.

42 URL: http://www.europarl.europa.eu/atyourservice/en/displayFtu.html?ftuld=
FTU_5.9.4.html

43 URL: https://ec.europa.eu/digital-single-market/en/access-digital-single-market

44 URL: https://ec.europa.eu/digital-single-market/en/desi

45 URL: https://ec.europa.eu/digital-single-market/en/desi



http://www.ipex.eu/IPEXL-WEB/dossier/document/COM20150192.do.
https://ec.europa.eu/digital-single-market/en/desi
https://ec.europa.eu/digital-single-market/en/desi
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All countries made significant progress by 2017 and improved on the DESI
index. Denmark retained its top EU position, while Finland’s and Sweden’s scores
deteriorated despite actual improvements. Sweden lost its second place to
Finland, outperforming it on the ‘Human Capital’ dimension. In the median
group, Estonia outperformed Germany on the ‘Digital Public Services’ and ‘Use of
Internet' dimension. Germany’s score even decreased slightly, which indicates
that Germany is making less progress than most other Member States. Despite
improvements in Latvia and Poland hold on to their last places. Compared to the
other countries, Poland lags behind on the ‘Use of Internet' and ‘Integration of
Digital Technology (digitisation of Polish businesses)’. ‘Use of eCommerce by
SMEs’ is well below the EU average.
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Education

Figure 2-14: Education by NUTS-2, on an EU-wide (left) and Macro-regional (right)
comparison. The bottom figure shows the Upper/Lower Regions, including their
components
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Text Box 2-13: Explanation of the indicator: 'Education’

A well-educated labour force on medium and high attainment levels represents a
critical input for the economic performance of a region. While school enrolment co-
determines regional workforce skills, productivity, and economic performance, the
employment and career prospects in a region also influence the rate of enrolment in
education (Huggins and Izushi, 2009).

The Education Index seeks to reflect on this issue with five indicators:

According to Eurostat the Participation Rate in Education and Training indicates “the
share of the population that participates in formal and non-formal education”. The
former is defined “as institutionalised, intentional and planned through public
organizations and recognised private bodies and - in their totality — constitute the
formal education system of a country. Non-formal are any organised and sustained
learning activities outside the formal education system, and essentially those which
complement formal education or are an alternative to those.”

The indicator Early leavers from education and training is defined by Eurostat as the
“percentage of the population aged 18 to 24 having attained at most lower secondary
education and not being involved in further education or training”. A high share of
early leavers impacts the economy: As the demand for low qualified workforce
continues to decrease as a result of structural change, a high share of persons who
leave the education and training system too early influence negatively the socio-
economic development. As part of the EU 2020 targets, the European Commission
seeks to achieve a value below 10%.

According to Eurostat, the indicator Young people neither in employment nor in
education and training (NEET) reflects “the percentage of the population of a given age
group and sex who is not employed and not involved in further education or training
(formal or non-formal)”. A high NEET rate points to a difficulty of transition between
school and work (OECD, 2015). This may be caused by the mismatch between
acquired skills in the education and the skills needed on the labour market and also by
the scarcity of jobs in some economies which have been strongly impacted by the
economic crisis. Flexible school-work arrangements can positively influence the
transition to employment. Also higher education achievements may help the transition
from school to work.

The last two indicators are respectively the Secondary-, and Tertiary Education
Attainment of the total population aged 25-64. Eurostat defines these as “the highest
ISCED (International Standard Classification of Education) educational attainment
successfully completed by an individual”. The shares of the adult population with
secondary and tertiary education in total population are used to picture a region’s skills
level. Generally highly educated individuals tend to be attracted by urban centres as
these offer better employment opportunities with income opportunities above average.

The top performers on the composite indicator Education are regions in
Denmark, Finland, and Sweden and exhibit the highest values on all five
component indicators. The highest regions are Hovedstaden in Denmark,
Stockholm and Ovre Norrland in Sweden, and Helsinki-Uusimaa in Finland.
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Compared to the year 2008, in 2015 all NUTS-2 regions in Denmark and Sweden
and most of Finland show an improvement on this indicator. The strong
performance of the Nordic countries can be explained by a qualitatively strong
education system, characterised by a high tertiary education attainment, a low
NEET rate as well as high participation rate in education and training. Notably,
the quality of education is the same in a rural villages and university towns. The
differences between weakest and strongest students are the smallest in the
world, according to the most recent survey by the Organization for Economic Co-
operation and Development (OECD, 2016).

Values well above the average show also Lithuania and the NUTS-2 region
Mazowieckie in Poland. The lowest performing NUTS-2 regions are located in
Poland: Warminsko-Mazurskie, Zachodniopomorskie, Swietokrzyskie, Lubuskie,
Opolskie, Region Pélnocno-Zachodni, Kujawsko-Pomorskie and Region Pdlnocny
with values below the EU-median (100). In these regions the highest NEET rates
of this macro-region are found. Compared to the old EU members the new EU
Member States allocate lower funding for education and most of them are also
strongly affected by brain drain. The NUTS-2 regions in Germany, Latvia and
Estonia record values that are only slightly above the EU-median. The reason is
that these regions have a high rate of ‘Early leavers from education and
training’, resulting in low benchmarking scores. All the NUTS-2 regions in
Poland, Estonia as well as Mecklenburg-Vorpommern, Brandenburg, and Berlin
in Germany show a deterioration of the composite indicator Education between
2008 and 2015.
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2.5.2 Business

Net business population growth

Figure 2-15: Net business population growth by NUTS-2 in 2014, on an EU-wide (left) and
Macro-regional (right) comparison. The bottom figure shows the Upper/Lower Regions,
including their components.
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Text Box 2-14: Explanation of the indicator: 'Net business population growth’

Eurostat defines an enterprise as “the smallest combination of legal units” that “produces
goods or services, benefits from a certain degree of autonomy in decision-making, [and]
carries out one or more activities at one or more locations.”® The foundation of new
enterprises and closure of unproductive businesses are main contributors to business
dynamism, with a strong impact on employment. The indicator Net business population
growth considers the yearly change in the difference between enterprise births and
deaths.

Enterprise births are defined as enterprises beginning their activity from scratch*’.

An enterprise death refers, according to Eurostat, to the “closure of a combination of
production factors with the restriction that no other enterprises are involved in the
event.”® Deaths do not include exits from the population due a change of activity. An
enterprise is included in this category only if it is not reactivated within two years. At the
same time, a reactivation within two years is not considered a birth.

The indicator Net business population growth is based on data provided by the private
sector economy. Eurostat has developed a methodology for the production of data on
enterprise births (and deaths). The harmonised data collection follows the requirements
for the indicators used for supporting the Europe 2020 Strategy.

The indicator Net business population growth shows weakly positive enterprise
dynamics in Denmark and Finland with growth rates ranging between -0.17% in
Nordjylland and 0.97% in Hovedstaden and between 0.14% in Etela-Suomi and
1.96% in Aland in Finland. In Lithuania, on the opposite, can be noticed a very
strong enterprise growth (13.29%), which puts Lithuania at the top of the EU.
No data are available for Germany, Sweden, Estonia, Latvia, and Poland.
Generally, this indicator has a low data availability; the benchmarking scores
should therefore not receive too much emphasis.

46 URL: http://ec.europa.eu/eurostat/cache/metadata/de/bd_esms.htm

47 The exact definition of a birth is “the creation of a combination of production factors,
with the restriction that no other enterprises are involved in the event”; URL:
http://ec.europa.eu/eurostat/cache/metadata/de/bd_esms.htm

48 URL: http://ec.europa.eu/eurostat/cache/metadata/de/bd_esms.htm
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Share of SMEs in industry, trade and services

Figure 2-16: Share of SMEs in Value Added by country in 2013, on an EU-wide (left) and
Macro-regional (right) comparison. The bottom figure shows the Upper/Lower Regions,
including their components
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Text Box 2-15: Explanation of the indicator: 'Share of SMEs in value added’

Small and medium-sized enterprises (SMEs) are important players in the local and
regional communities, as creators of new jobs and source of economic growth. As such,
they play an important role in Europe’s 2020 strategy, in achieving smart, sustainable
and inclusive growth. In June 2008, a Communication named the Small Business Act
(SBA)* for Europe recognising the central role of SMEs in the EU economy was adopted.
This Act aimed to strengthen the role played by SMEs and to foster their growth and job
creating potential through addressing some problems which impeded their development,
such as administrative burdens; access to finance etc.>® A review of the SBA was released
in February 2011 and formulated new actions to respond to challenges arising from the
financial and economic crisis.

For the Share of SMEs in value added, data was used from DG GROWTH’s SME
Performance Review from 2016.%! The data covers the NACE rev.2 sectors B-J, and L-N.
For policy purposes, SMEs in the EU are defined, according to Eurostat, as enterprises
with fewer than 250 employees, provided that they are independent (of other
enterprises) and do not have sales that exceed EUR 50 million or an annual balance sheet
that exceeds EUR 43 million. Micro (with less than 10 employees), small (with 10 to 49
employees) and medium-sized enterprises (with 50 to 249 employees) are collectively
referred to as SMEs.>?

The SMEs’ share in the total value added is the highest in Estonia (75%), Latvia
(70%) and Lithuania (70%), and are the only countries performing above the
EU-median. These countries have fewer large enterprises compared to Germany
and Poland, where the share of SME’s in total value added is the lowest in the
macro-region. The Nordic countries are close to the EU-median of about 62%.
Compared to 2008 and 2013, the SME’s share increased considerably in Finland
(due to the reduction in activity of Nokia), Lithuania and Sweden. In Denmark
on the contrary a reduction of this share can be observed.

When differentiating by industry types, the share of SMEs in industry (as a total
of the number of enterprises) is the highest in Sweden, Latvia, Lithuania, Poland
and Finland. On the other hand Denmark and Germany have more large
industrial enterprises and consequently a smaller share of SMEs in industry. The
largest share of SMEs in services can be found in Sweden, while the lowest in
Germany and Denmark. In the trade industry, Lithuania and Poland have the
highest shares of SMEs, while Finland, Germany, and Denmark are at the
bottom end.

4% URL: https://ec.europa.eu/growth/smes/business-friendly-environment/small-business-
act_de

50 See footnote above

51 URL: http://ec.europa.eu/growth/smes/business-friendly-environment/performance-
review-2016_en

52 URL: http://ec.europa.eu/eurostat/web/structural-business-statistics/structural-
business-statistics/sme
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2.5.3 Transport

Completion Composite TEN-T (road, rail, water)

Figure 2-17: TEN-T Completion by country in 2014, on an EU-wide (left) and Macro-
regional (right) comparison. The bottom figure shows the Upper/Lower Regions, including
their components.
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Text Box 2-16: Explanation of the indicator: '‘Completion of TEN-T’

According to the European Commission, the TEN-T - the trans-European transport
network - is the master plan for a comprehensive transport infrastructure development
throughout the Union.>? Availability of a well-developed infrastructure is essential for the
functioning of the internal market and determines the pattern of citizens’ mobility and
goods’ transport. On the other hand, the implementation of infrastructure projects (in the
New Member States often with contributions from the Cohesion Funds) generate value-
added, jobs and tax revenues in the domestic economies.>* Thus, developing
infrastructure is a key tool to foster economic growth in the EU Member States.

This chapter analysis three indicators: Completion of TEN-T Road Core Network,
Completion of TEN-T Conventional Rail Core Network, Completion of TEN-T Inland
Waterways Core Network. The indicators refer to the “share of the network for the three
transport modes completed at the end of the respective year, compared to the total,
including planned sections and sections to be upgraded.”>>

The statistics reflect the official maps contained in Annex I of Regulation (EU) No
1315/2013. According to DG MOVE TENtec “The term "completed" refers to "existing”
infrastructure. This does not necessarily mean that infrastructure requirements, as stated
in the regulation, are already implemented. The time horizon for the completion of the
TEN-T Core Network is 2030. Therefore the categories "completed", "to be upgraded" and
"planned" give a rather general overview as defined by Member States. There is no
systematic definition of these categories at EU level. Due to the geographical position and
size of the transport infrastructure network of the countries concerned, there may be data
discrepancies across Member States.”>®

By the end of 2014 the more advanced countries in completing the TEN-T road
core network were Latvia (88% of the total), Denmark (82%), Finland (72%),
and Sweden (71%). Germany ranked on the average with 59%. The least
advanced countries in this group were Lithuania (7%), Estonia (32%) and
Poland (34%). However, Germany was very advanced in completing the TEN-T
rail core network with a 94% level of completion. Sweden (51%), Denmark
(46%) and Finland (44%) registered a much lower completion level. The least
advanced countries were Latvia (0%) and Estonia (4%). Poland completed only
23% of the total railway core network by the end of 2014. The statistics on the
completion of TEN-T inland waterways core network show a very good
performance for Poland, Lithuania, Finland, Germany, and Sweden with 100%
completion.

53 http://www.europarl.europa.eu/cmsdata/116220/tent-issues-papers.pdf

54 Grozea-Helmenstein, D. And Helmenstein, C. And Kleissner, A. And Moser, B. (2008):
Makrodkonomische und sektorale Effekte der UEFA EURO 2008 in Osterreich.
Wirtschaftspolitische Blatter, 2008 (1). pp. 7-20.

55 URL: https://ec.europa.eu/transport/facts-fundings/scoreboard/compare/investments-
infrastructure/ten-t-completion-rail-hs_en

56 URL: https://ec.europa.eu/transport/facts-fundings/scoreboard/compare/investments-
infrastructure/ten-t-completion-rail-hs_en
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Logistics Performance Index (LPI)

Figure 2-18: Logistics Performance Index by country in 2016, on an EU-wide (top) and
Macro-regional (middle) comparison. The bottom figure shows the Upper/Lower Regions,
including their components.
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Text Box 2-17: Explanation of the indicator: 'Logistics Performance Index’

The Logistics Performance Index (LPI) is the weighted average of a country’s scores on
six key dimensions. These six dimensions are: Efficiency of customs and border
management clearance (Customs), Quality of trade and transport infrastructure
(Infrastructure), Ease of arranging competitively priced shipments (Ease of arranging
shipments), Competence and quality of logistics services—trucking, forwarding, and
Customs brokerage (Quality of logistics services), Ability to track and trace consignments
(Tracking and tracing), Frequency with which shipments reach consignees within
scheduled or expected delivery times (Timeliness).>” The LPI consists of both qualitative
and quantitative measures.

The LPI is, according to the World Bank, an interactive benchmarking tool developed to
support countries “to identify the challenges and opportunities they face in their
performance on trade logistics.”>® It shows the strengths and weaknesses revealing
possible fields for raising the performance. The LPI ranks 160 countries on the efficiency
of international supply chain.

Germany and Sweden score the highest in the macro-region, of which Germany
is even the world’s top performer. Due to lower scores on ‘Customs’ and
‘Timeliness’ dimensions compared to Germany Sweden achieved a score of 148
points. Denmark and Finland are the only two other countries that perform
above the EU-median. All new Member States perform below, although Lithuania
does so only marginally.

Most countries of the macro-region show an improvement in 2016 compared to
2010. Countries with particularly lower scores are Denmark and Poland, losing
both 15 points. Lithuania on the other hand demonstrates a strong improvement
of 23 points, with the result of outperforming all other new Member State

57 URL: http://Ipi.worldbank.org/international
58 URL: http://Ipi.worldbank.org/
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2.5.4 Tourism

Arrivals at tourist accommodation establishments

Figure 2-19: Tourism arrivals by NUTS-2 in 2015, on an EU-wide (left) and Macro-regional
(right) comparison. The bottom figure shows the Upper/Lower Regions, including their
components
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Text Box 2-18: Explanation of the indicator: 'Tourism Arrivals’

The indicator Arrivals at tourist accommodation establishments is available at Eurostat for
NUTS-2 regions. Tourist accommodation establishments are defined as hotels, holiday
(and short-stay) accommodations, camping grounds, recreational vehicle- as well as
trailer parks.

The benchmarking analysis reveals that the Arrivals at tourist accommodation
establishments in the Baltic Sea macro-region overall corresponds to the EU-
median. Berlin is the only region that scores above 110, and separates itself
from the second highest regions with 3 points on the benchmark. Overall,
Germany'’s regions recorded the highest number of arrivals followed by Sweden
and Poland.

Lithuania with one of the lowest number of arrivals recorded the highest growth
(76%) between 2008 and 2015. The total number of arrivals in the region as a
whole increased by 29%. The distribution of arrivals in the NUTS-2 region is
most uneven in Germany with Berlin area registering the highest number of
arrivals. The distribution in NUTS-2 region in Sweden shows a similar disparity
with Stockholm area registering a maximum number.

Considering the fact that the number of arrivals in absolute terms does not
indicate the intensity of tourist sector activity, a Defert’s Tourism Function Index
(Lohmann, G.; Panosso Netto, A., 2017)%° that compares arrivals per inhabitant
can describe the intensity of tourism activity better. In terms of arrivals per
inhabitant, the highest recorded value is 3.07 in the NUTS-2 regions of Germany
followed by Sweden and Estonia. The growth in terms of this index is also
noteworthy in case of Latvia and Lithuania.

Figure 2-20: Arrivals in the macro-region per capita (million arrivals)
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5 Lohmann, G.; Panosso Netto, A. (2017): Tourism Theory: concepts, models and
systems. ISBN 9781780647159; DOI 10.1079/9781780647159.0193
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Figure 2-21: Nights spent at tourist accommodations (coastal/non-coastal) by NUTS-2 in
2015, on an EU-wide (left) and Macro-regional (right) comparison. The bottom figure
shows the Upper/Lower Regions, including their components
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Text Box 2-19: Explanation of the indicator: 'Nights spent, coastal tourism’

The Number of nights spent at tourist accommodations is available at Eurostat for NUTS-
3 regions. Eurostat has an official definition of NUTS-3 regions that distinguishes between
coastal and non-coastal regions. Due to the large number of NUTS-3 regions, the data is
aggregated to the NUTS-2 level. In order to distinguish between coastal and non-coastal
regions, a benchmark is defined for each type of region.

Tourist accommodation establishments are defined as hotels, holiday (and short-stay)
accommodations, camping grounds, recreational vehicle- as well as trailer parks.

The average number of nights spent at tourist accommodations in the Baltic Sea
coastal regions corresponds slightly above the EU-median. As is evident from
the figure above, the scoring has a range of 100-106. Looking at the regions,
Stockholm and the German Baltic Sea are the most popular. The non-coastal
parts of the NUTS-2 regions perform on average with a score of 86, and thus
below the EU-median. For some regions, particularly in Sweden and Germany,
the non-coastal counterparts perform equally well. However, in Denmark and
the Baltic States the discrepancy is high with up to 50 points on the benchmark.

In comparison to the benchmarking performance in 2012, the scores remained
constant in almost all regions, which indicates that nothing changed in the EU

comparison. In Poland, the region of Warminsko-Mazurskie improved its score
by 36 points to 100, as the only region in the Baltic Sea.

The distribution between coastal and non-coastal areas is shown in the following
figure. It can be seen that apart from Germany, the tourism industry seems to
tilt one way or other in each country and the pattern is constant between 2012
and 2015. The share of nights spent in coastal areas is highest in Denmark
followed by Latvia, Estonia and Sweden. In Germany can be noticed an
equilibrated distribution.

Figure 2-22: Split of coastal/non-coastal tourism in all NUTS-2 regions of the macro-region
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2.5.5 Fisheries

Figure 2-23: Dependency on fisheries by NUTS-2 regions on an EU-wide (left) and Macro-
regional (right) comparison for employment. The bottom figure shows the Upper/Lower
Regions, including their components for both employment and GVA factors
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A close examination of the gross value added (GVA) generated by the Fisheries
sector as compared to the total gross value added caries widely between the
NUTS-3 areas of the macro-regions. According to the available data for 2011,
the share of GVA attributed to fisheries sector is relatively higher in the NUTS-3
areas of the Adriatic macro-region than in the NUTS 3 areas of the Baltic Sea
macro-region. The data used for this analysis were generated by EEA.



COWIL
STUDY ON MACRO-REGIONAL STRATEGIES AND THEIR LINKS WITH COHESION POLICY 75

In the NUTS-3 areas of the Baltic Sea macro-region, the contribution of the
Fisheries sector in terms of percentage of the total GVA in the region was
relatively low in 2011. The Fisheries sector’s contribution towards the total GVA
varies within the macro-region; the highest share was in Latvia where the sector
accounted for 0.28% of the total GVA followed by Lithuania with 0.17%. The
lowest recorded share was for Sweden with 0.03%. In Latvia, in the NUTS-3
region of Kurzeme the fisheries sector contributed 0.53% of the total GVA.
However in Denmark, where the Fisheries account for 0.12% of the total GVA
the NUTS-3 region of Bornholm registered the highest share of GVA generated
by Fisheries with 0.63% of the total GVA. Germany with 0.064% of total GVA
attributed to fisheries sector showed a wide variation between regions (0.29% to
0.01%) with respect to the share of total GVA. In Poland the Fisheries sector
contributed 0.085% to the total GVA and in Finland and Sweden the share stood
at 0.055% and 0.033% respectively.

Dependency on Fisheries (Employment)

Another measure of dependency on a particular sector in an economy is the
share of employment generated by the sector relative to the total employment.
The share of employment in the Fisheries sector is more or less consistent with
the share of GVA. In the NUTS-3 areas of the Adriatic macro-region, the share of
employment in the Fisheries sector is relatively higher than that of the Baltic Sea
macro-region. The data used for this analysis were generated by EEA.

In the Baltic Sea macro-region the distribution of country wise share of
employment attributed to Fisheries sector is slightly different from the
distribution of the GVA share. The Fisheries sector in Estonia accounts for 0.35%
of total employment followed by that of Finland with 0.24%. The lowest
recorded share was for Denmark with 0.027%. In Sweden the share was
0.034%. The share of employment in the fisheries sector in Lithuania and Latvia
were 0.17% and 0.11% of the total employment respectively. In Germany, the
sector in the NUTS-3 areas in the Baltic Sea macro-region accounted for 0.54%
of the employment of the region and in Poland it was 0.55%.
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2.5.6 Blue Growth

Figure 2-24: Blue Growth by country, on an EU-wide (left) and Macro-regional (right)
comparison. The bottom figure shows the Upper/Lower Regions, including their
components. Due to incomplete data availability, the years of the individual indicators vary
from 2012-2015.
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Text Box 2-20: Explanation of the indicator: 'Blue Growth’

According to the European Commission, Blue Economy refers to the “set of economic
activities that happen around Europe’s oceans, seas and coasts.®®” These activities include
traditional sectors such as fishing, tourism and shipbuilding, as well as new sectors such
as offshore wind energy or marine-based pharmaceuticals and cosmetics. They are
responsible for a large share of employment and value added creation in the regions and
countries located on or near Europe’s coasts. As part of DG Mare’s Integrated Maritime
policy, a Blue Growth strategy was released, which seeks to contribute to the EU 2020
strategy; yet with a maritime focus.®* Relevant themes are aquaculture, coastal tourism,
marine biotechnology, maritime spatial planning and integrated maritime surveillance, to
name a few. In order to provide inference on blue growth, a selection of Eurostat’s
Maritime Policy Indicators was made to reflect on the most prevalent themes.%?

A composite indicator made up of three indicators: Number of establishments, bedrooms
and bed-places, Gross-value added at basic prices and Employment rates, has been
created to measure the potential of blue-growth in the coastal regions Adriatic-Ionian
macro-region. Originally, the production from aquaculture was intended to be included,
but due major data gaps, this indicator was excluded.

The highest potential for blue growth in the Baltic region can be found in
Germany and Sweden followed by Finland and Denmark. The coastal regions of
these countries are best using the resources to generate value added, have a
high number of patent applications to the EPO and except for Finland also a
well-established tourism infrastructure. Employment rates in the coastal regions
of the Baltic macro-region are everywhere high. The potential of the coastal
regions in Poland, Estonia, Latvia and Lithuania are far below the European
median and the coastal regions in the other countries of the macro-region. This
is mainly due to the relatively low value-added produced in these regions, low
number of patent applications and the less developed tourism infrastructure.

60 URL: https://ec.europa.eu/maritimeaffairs/sites/maritimeaffairs/files/docs/publications/
leaflet-blue-growth-2013 en.pdf
61 https://ec.europa.eu/maritimeaffairs/policy/blue_growth_en

62 http://ec.europa.eu/eurostat/web/maritime-policy-indicators/data/database
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2.5.7 Energy

Energy Efficiency

Figure 2-25: Energy Efficiency Index by country. The top figure shows an EU-wide
comparison while the middle map illustrates the index on the macro-regional scale. The
bottom figure shows the benchmarked index values for each country, along with
component indicators
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Text Box 2-21: Description of the index: ‘Energy efficiency’

To assess the status on energy efficiency in the macro-region, a composite index
consisting of two indicators was used. The first indicator is energy intensity of the
economy, indicating to what extent economic activity is linked to energy
consumption. The second indicator is energy efficiency gains. This indicator was
selected to include a time dimension into the description of status in energy
efficiency, showing the development of energy efficiency over time.

Energy intensity of the economy on a national level was obtained from Eurostat
data. This indicator is measured in kg of oil equivalent per 1000 euros of GDP, or
tonnes of oil equivalent per million euros GDP. According to Eurostat it is calculated
as “a ratio of total primary energy consumption and a country's GDP” and shows
how much energy is required to produce a unit of GDP. Lower values indicate
higher economic outputs per unit of energy consumed. Although 2015 data is
available, data for 2014 was used in the composite, in order to tally with the
second component indicator.

Energy Efficiency gains indicator is based on Odysee-Mure database
(http://www.indicators.odyssee-mure.eu/energy-efficiency-database.html). In the

Odysee-Mure project, energy efficiency gains are calculated for separate sectors, as
well as for the economy as a whole. The indicator for the whole economy is
calculated as “a weighted average of sectoral energy consumption changes”,
hereby taking into account the structure of the economy. Odysee-Mure database
contains values only for EU countries. Calculations are based on changes in energy
intensity between 2000 and 2014. Data for Lithuania represents changes between
2000 and 2013.

Both indicators are benchmarked using EU median as central value (100).

For the energy intensity, lower values indicate better performance. In the
benchmarking process, the scale is inverted, so that top benchmarked value (150)
matches the lowest energy intensity.

The composite energy efficiency index consists of benchmarked energy intensity
and efficiency gain indicators, considered at equal weights.

The macro-region is relatively heterogeneous in terms of energy intensity. As
shown in Figure 2-26, in 2015 Denmark had the lowest energy intensity among
the countries in the macro-region, at 65 tonnes of oil equivalent (toe) per million
euros. Meanwhile Estonia needed 358 toe worth of energy to produce the same
economic output.
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Efficiency gains

Figure 2-26: Energy intensity of the economy in the Baltic Sea Region, 2015
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To assess the reasons for the differences, additional analysis would be required.
This reveals a limitation of using energy intensity as proxy to energy efficiency,
as energy efficiency is only one element of energy intensity. Other factors
include prevalent types of economic activity, climate, size of the country and
behavioural factors. On a country level, sector-level indicators could provide a
more informative picture on energy efficiency, but to compare countries, overall
energy intensity is a useful measure. Moreover, for the purposes of this analysis,
it is complemented by the second indicator, to partially overcome this
shortcoming.

The second indicator complements the energy intensity by showing the
countries' progress on energy efficiency over time. In addition to that, this
indicator addresses the sectoral differences in energy use.

As shown in Figure 2-27, the countries with the highest energy intensity have
shown substantial improvements in the period 2000-2014. The figure shows how
much lower the energy intensity was in 2014 compared to 2000 levels. The
highest improvement in the Baltic Sea Region was achieved by Latvia, followed
by Poland, which are two of the countries with the highest energy intensity. The
development means, that the countries are becoming more alike in this respect.
However, Estonia, which has the lowest performance on energy intensity in the
region, also shows one of the lowest improvements.
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Figure 2-27: Energy intensity and improvement over time (2000-2014), based on Eurostat
and Odysee-Mure data. Percentage values indicate energy efficiency gains as per Odysee
index. Shaded value for Lithuania from 2013
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The composite index shows that Denmark scores highest overall, and it shows
high performance not only in terms of energy intensity but also in continued
improvements. Estonia, on the other hand, scores lowest on the energy intensity
as well as energy efficiency gains. This is different from other regions where
countries with high performance on energy intensity showed lower performance
on efficiency gains and the other way around.



COWIL
82 STUDY ON MACRO-REGIONAL STRATEGIES AND THEIR LINK TO COHESION POLICY

Renewable Energy Use

Figure 2-28: Renewable Energy Index by country in 2014. The top figure shows an EU-
wide comparison while the middle map illustrates the index on the macro-regional scale.
The bottom figure shows the benchmarked index values for each country, along with
component indicators
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Text Box 2-22: Explanation of the indicator: ‘Renewable Energy Use’

The indicator for renewable energy use is a composite indicator consisting of
two separate indicators: Share of renewables in primary energy supply
(expressed in %), and share of renewables in gross final energy consumption
(expressed in %). The first indicator is sourced from OECD, and the second
from Eurostat.

Definition of renewables in both data sources are compatible: renewables
include energy produced from hydropower, wind power, solar power, as well as
tide, wave and ocean energy, energy from solid biomass, biofuels and
renewable waste, and geothermal energy (Eurostat classification server RAMON
and the OECD database).

Share of renewables in primary energy supply.

OECD country level data for 2014 was used to obtain the indicator for the share
of renewables in primary energy supply. For the purposes of this indicator,
OECD defines Primary energy supply as the sum of energy production and
imports, from which exports and bunkers are subtracted, and subsequently
adjusted for stock changes. OECD provides the renewable energy indicator as
percentage of primary energy supplied by renewables in the total primary
energy supply.

Share of renewables in gross final energy consumption.

Eurostat data for 2014 was used, specifically indicator table t2020 31. This
indicator is used to measure EU's progress towards its 2020 target, namely to
achieve 20% share of renewable sources in the final energy consumption.
Composite renewable energy indicator is calculated as the equally weighted
sum of the benchmarked values of the above indicators.

Renewable energy is defined by International Energy Agency (IEA) as energy

"that is derived from natural processes (e.g. sunlight and wind) that are

replenished at a higher rate than they are consumed"®3® This includes wind,
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solar, hydro, geothermal, wave and bioenergy. Renewable energy is considered

an important means to improve energy security, in particular important in
countries with low indigenous availability of fossil fuels, as well as pollution and

climate benefits®4.

For the purpose of this analysis, two indicators were selected to measure the

level of renewable energy use: share of renewable energy in primary supply and

share of renewable energy in consumption.

Table 2-7 shows the values of both indicators for the countries in the Baltic Sea

Region.

63 https://www.iea.org/topics/renewables/
64 IEA (2015). Medium-Term Renewable Energy Market Report 2015.
International Energy Agency.
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Table 2-7: Shares of renewables in primary energy supply and in consumption, 2014.
Source: Eurostat, OECD

Share of renewables in primary Share of renewables in final
Country supply, % consumption, %

Denmark 27.4 29.2
Finland 29.9 38.7
Germany 11.6 13.8
Poland 9.1 11.4
Sweden 35.9 52.6
Estonia 14.2 26.5
Latvia 37.2 38.7
Lithuania 18.3 23.9

In the Baltic Sea macro-region the share of renewable energy in both primary
supply and final energy consumption is relatively high. Sweden, Finland and
Latvia have already reached the levels of 40-50% share of renewable energy in
final energy consumption and they are the leaders in the EU regarding this
parameter. The share of renewables in primary supply is also highest in these
countries. Denmark, Estonia and Lithuania are following, with shares above
20%. This value represents the EU target for the year 2020.

All countries in the macro-region register a smaller share of renewables in
primary supply compared to the share in the final energy consumption. The
difference between the two indicators is the highest for Sweden (36% share of
renewables in primary supply compared to 52.6% share in consumption),
Estonia (14% share of renewables in primary supply compared to 26.5% share
in consumption) and Finland (30% share of renewables in primary supply
compared to 38.7% share in consumption). For the other countries the
differences are small, below 5 percentage points. The lowest difference is
registered in Denmark with 1.85 percentage points.

The composite index for 2014 reveals the best performance in the macro-region
on renewable energy use in Sweden, Latvia and Finland followed by Denmark,
Lithuania and Estonia with above median index values. The lowest values are
registered in Germany (just below the median) and Poland.
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2.5.8 Climate Change: Adaptation

Figure 2-29: Potential Climate Change Vulnerability by NUTS-2, on an EU-wide (top) and
Macro-regional (middle) comparison. The bottom figure shows the Upper/Lower Regions,
including their components. The analysis is from 2011, but the climate simulation for
2071-2100.
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Text Box 2-23: Explanation of the indicator: 'Climate Change: Adaptation

Climate change can be influenced by territorial development. Thus climate change mirrors
territorial development which on the other hand can lower regional vulnerability to
climate change (Schmidt-Thome and Greiving, 2013)%. Territorial development can
contribute to developing climate change mitigation and adaptation capacities to cope with
the influence of climate change (IPCC, 2007)%. Therefore, the ESPON Climate project
calculated the potential impacts on climate change as “a combination of regional exposure
and sensitivities to climate change”®’. The exposure analysis made use of existing
projections on climate change and climate variability from the CCLM climate model, which
has also been used by the Intergovernmental Panel on Climate Change (IPCC). The data
have been aggregated for two time periods (1961-1990 and 2071-2100) for eight climate
stimuli. A region’s climate change sensitivity was calculated on the basis of several
sensitivity dimensions - physical, environmental, social, cultural and economic. Together,
exposure and sensitivity determine the possible impact that climatic changes may have
on a region. For this analysis, the Environmental- and Economic Impact are analysed as a
separate component.

The ESPON Climate project analyses how and to which degree climate change will impact
on the competitiveness and cohesion of the European regions and Europe as a whole.
Moreover, it investigates the ways in which policy can contribute to mitigate climate
change, and to adapt to and manage those results of climate change that cannot be
avoided. Based on these insights, the adaptive capacity was calculated as a weighted
combination of most recent data an economic, infrastructure, technological, and
institutional capacity as well as knowledge and awareness of climate change®®.

Due to the fact that the adaptive capacity enhances impacts of climate change, it feeds
into a region’s overall vulnerability to climate change. Combined with the five types of
impacts (see above), the potential regional vulnerability has been calculated (Schmidt-
Thome and Greiving, 2013).

ESPON Climate’s approach of disaggregating the multitude of impacts as well as
assessing these on a regional scale helps to shape concrete policy implications; as is also
emphasised by the European Commission and its Green Paper “Adapting to climate
change in Europe”. Therefore, it is important to analyse climate change and territorial
impacts on regions and local economies in Europe. In the following, a comparison of the
vulnerability to climate change among the NUTS-2 regions of the macro-region is being
performed. For this analysis, NUTS-3 data has been aggregated into NUTS-2 regions.

65 Schmidt-Thome P. and S. Greiving (2013) editors: European Climate Vulnerabilites and
Adaptation: A Spatial Planning Perspective, published by John Wiley and Sons Ltd. UK.
ISBN 978-0-470-97741-5

66 IPCC (2007): Climate Change 2007, Impacts, Adaptation and Vulnerability. Contribution
of Working Group II to the Fourth Assessment Report of the IPCC (978 0521 88010-7
Hardback; 978 0521 70597-4 Paperback).

87 URL:
https://www.espon.eu/export/sites/default/Documents/Projects/AppliedResearch/CLIMATE
/ESPON_Climate_Final_Report-Part_A-ExecutiveSummary.pdf

8 See footnote above
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Throughout the entire macro-region, only one NUTS-2 region in Poland scores
below the EU-median (Podkarpackie). The macro-region further comprises some
of Europe’s least vulnerable regions, and is therewith by far not as affected by
climate change than other regions throughout Europe. On average, all region
score 119 points. Finland leads with an average score of 131 points, followed
closely by Estonia (130), Latvia (127), Sweden (125), and Denmark (119).

The ESPON Climate study evaluates that environmental changes are mainly
consisting of potential changes in summer and winter precipitation, annual mean
temperature and annual mean evaporation in the environment.

The two regions of Lansi-Suomi in Finland and Stockholm in Sweden have top
scores, with latter with the lowest potential environmental impact in Europe.
Finland (133), Latvia (131), Sweden (135) are the countries scoring above 130,
and thus have some of the least severe impacts, with a bottom score of 91 in
Ovre-Norrland at the northern end of Sweden. Germany’s environmental
impacts are in the range of the median. In Poland, the most severe impacts, yet
not more severe than a score of 96, in its southern regions as well as its north-
western border to Germany.

Climate change can induce natural disasters with major economic and budgetary
consequences. An analysis of the data reveals negative economic impacts in
almost all regions. However, in almost none of the regions this impact will be
more severe than the EU-median. Nordjylland (Denmark) will experience and
impact below the median. Lansi-Suomi and Pohjois-Suomi in Finland are in turn
the least economically impacted regions in Europe, scoring each 150 and 154.
Poland and Germany will have on average similar impacts that correspond to a
benchmarking score of around 110.

Adaptive capacity measures the ability of a system to adapt to disturbances and
its capability to respond to changes. This concept, in recent years, has become
synonymous to a yardstick of effective environmental governance. This unique
measure offers a combination of various indicators to calculate the robustness of
the society faced with change.

The adaptive capacity is the only area that causes a large disparity in the Baltic
Sea. Since the Nordic countries are traditionally the Member States with some of
Europe’s highest institutional capacity, it is not unexpected that Finland (132),
Sweden (130), and Denmark (126) perform the highest in the Baltic Sea.
Germany’s readiness is comparably average. The adaptive capacity in the new
Member State is in contrast below the median: The Baltic States score below the
median, but not to a substantial degree. Poland scores on average 72 points, of
which twelve out 16 regions are in the bottom quarter of the bottom half of the
EU’s performance spectrum.

In conclusion, the Baltic Sea macro-region comprises of some of Europe’s least
vulnerable regions; Environmentally and Economically. Further, the vulnerability
is quite cohesive in this macro-region, though the adaptive capacity of the new
Member States does not yet meet the EU standard.
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2.5.9 Climate Change: Mitigation

Figure 2-30: Climate Change Mitigation Index by Country in 2013, on an EU-wide (left)
and Macro-regional (right) comparison. The bottom figure shows the Upper/Lower
Regions, including their components
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Text Box 2-24: Explanation of indicator: 'Climate Change: Mitigation’

The composite indicator for climate change mitigation is an average of two
benchmarked indicators:

CO, emissions per capita.

CO, emissions per unit of GDP.

The first indicator, CO, emissions per capita, shows the average emissions per
person in each country. This allows comparison on countries on equal terms.
There is no regional data available since emissions are reported on a national
level. Therefore, country level data was sourced from the World Bank's World
Development Indicators database. The indicator name and code in the database:
CO: emissions (metric tons per capita) (EN.ATM.CO2E.PC). Latest available year
for this indicator is 2013.

The second indicator, CO, emissions per unit of GDP, shows the carbon intensity

of the economy: that is how much CO, is emitted for a monetary unit of GDP
produced. There is no regional data available, since emissions are reported on a
national level. Therefore, country level data was sourced from the World Bank's
World Development Indicators database. The indicator name and code in the
database: CO: emissions (kg per 2010 US$ of GDP) (EN.ATM.CO2E.KD.GD).
Latest available year for this indicator is 2013.

Benchmarking: both indicators were benchmarked against the EU-level median,

highest and lowest performing countries. Since the lower values of emissions are
preferred, the scale was inverted during benchmarking. The resulting
benchmarked figures therefore indicate better performance with higher values.

For the Climate Change Mitigation theme, two indicators were selected: CO;
Emissions per capita and CO, Emissions per unit of GDP. While several gases
contribute to greenhouse gas emissions, CO> represents its main component in
most sectors, and over 80% in the EU®°,

Among the EU countries, Luxembourg has the highest level of CO, emissions per
capita, at over 18 tonnes per average inhabitant. Meanwhile Latvia emits the
lowest amount, at 3.5 tonnes of CO, per capita. When CO, emissions are
expressed per unit of GDP, Sweden is the leader in the EU at only 87 kilograms
per thousand US$ of GDP, according to the World Bank data. For this indicator,
Estonia scores worst, emitting 10 times more CO, than Sweden per unit of
economic production.

In the Baltic Sea macro-region, Estonia has an emission level per capita above
15 tons, the highest in the macro-region. Germany, Finland, Poland, and
Denmark also have emissions above the EU-median (see Figure 2-31). Latvia is
the EU leader on this indicator, with the lowest emissions per capita. The region
as a whole has relatively high emissions per capita, which could be due to its
cold climate and the need for heating.

69 http://ec.europa.eu/eurostat/web/environment/emissions-of-greenhouse-
gases-and-air-pollutants/air-emission-accounts/database


http://databank.worldbank.org/data/
http://databank.worldbank.org/data/
http://databank.worldbank.org/data/

COWIL
90 STUDY ON MACRO-REGIONAL STRATEGIES AND THEIR LINK TO COHESION POLICY

Figure 2-31: CO2 emissions per capita (tonnes), in the Baltic Sea macro-region, 2013.
Source: World Bank
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An analysis of the carbon intensity of GDP in the Baltic Sea macro-region shows
the best performance for Sweden and Denmark (see Figure 2-32) and a below-
median values for Germany and Finland. Meanwhile, Latvia and Lithuania, who
have the best scores for CO, emissions per capita, for this indicator score above
the EU-median value. The lowest performance is that of Estonia and Poland (3-4
times above EU-median value).

Figure 2-32: CO2 emissions in kg per 2010 US$ of GDP, in the Baltic Sea macro-region,
2013. Source: World Bank
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The benchmarked composite indicator which bundles the two indicators shows the best
overall situation regarding the CO: emissions in 2013 in Sweden, followed by Latvia,
Denmark, Lithuania and Finland, all exhibiting values above the EU-median benchmark. A
slight below average performance of this indicator is to be found in Germany. This means
that most of the region is scoring relatively well. The lowest performers in the macro-
region are Poland and Estonia.
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2.5.10 Environment: Air Quality

Figure 2-33: Air Quality Index by country in 2014, on an EU-wide (top) and Macro-regional
(middle) comparison. The bottom figure shows the Upper/Lower Regions, including their
components
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Text Box 2-25: Explanation of the indicator: 'Air Quality’

The theme Environment - Air Quality consists of 2 indicators: Share of urban
population exposed to PMig (particulate matter) above regulated threshold and
Share of urban population exposed to NO: (nitrogen dioxide) above regulated
threshold.

There are several air pollutants that have an adverse impact on human’s health.
The difference between PMio and PMas is their size (in microns). These pollutants
include dust, coming from construction, coal plants, bacteria and other organic
dust. PM1o means all particles in size below 10 microns, while PM2.s means
particles under 2.5 microns in size. Hence PMz:s is included in PMio, and only the
latter is used in this analysis. PM does not include gases like SOx and NOx; their
concentration is calculated separately. While PM1o particles can penetrate only
lungs, smaller PMzs particles (visible only in electronic microscope) can pass from
lungs into the blood supply.

The PMio monitoring data at EEA - AirBase provide the basis for estimating the
exposure of the urban European population to values of the PMio higher than the
daily limit value stipulated under the Air Quality Directive. This is set at 50 uyg/m3
and should not be exceeded on more than 35 days during a calendar year. The
exposure is estimated based upon PMio measured at all urban and suburban
background monitoring stations for most of the urban population, and at traffic
stations for populations living within 100 meters from major roads.

The most exposed country to PMyg in the macro-region in 2014 is Poland (84%

of the population is exposed to concentrations above the reference level)

followed by Latvia (4% of population is exposed to concentrations above the
reference level), Lithuania (3%) and Germany (1%). In the other countries of

the macro-region, Estonia, Sweden, Denmark, and Finland, none of the

population is exposed to concentrations above the reference level. The highest
exposure to concentrations above the reference level for NO; can be found in
Germany (7% of population), Latvia (4%), Denmark (2%), Poland (1%), and

93

Sweden (1%). The best performing countries are Finland, Estonia and Lithuania
where the population is not exposed to concentrations above the reference level.

The composite indicator combining the two indicators shows Estonia, Finland,
followed by Sweden, Lithuania, and Denmark as best performers. They all have

values better than the EU-level median; in fact Finland and Estonia are Europe's

top performers in this respect. The lowest performers are Poland, Germany and

Latvia, although the latter two are not far below the EU-median.
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2.5.11 Environment: Air Pollution

Figure 2-34: Air Pollution Index by country in 2014, on an EU-wide (top) and Macro-
regional (middle) comparison. The bottom figure shows the Upper/Lower Regions,
including their components
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Text Box 2-26: Explanation of the indicator: 'Air Pollution’

The theme Environment - Air Quality consists of 2 indicators: carbon monoxide
emissions per capita and carbon monoxide emissions per 1000 USD GDP.

To compare the carbon monoxide emissions per capita and per unit of GDP (Kg
per 1000 USD) of the individual European macro-region countries, data from the
Organisation for Economic Co-operation and Development (OECD) has been used.
Although data have not been available for the same year for every country in the
analysis, the comparison gives a picture of the situation. This analysis excludes
the following countries as there were no data available: Bulgaria, Croatia,
Moldova, Romania and Ukraine.

In 2008, Germany produced the least amount of carbon monoxide emissions
with a value of 1.06 kg per 1000 USD, followed by Sweden with 1.47 kg per
1000 USD. Denmark and Finland are in the middle with values of 1.83 and 1.93
kg per 1000 USD. The countries with the highest carbon monoxide emissions per
unit of GDP are Estonia (4.81 kg per 1000 USD) and Poland (3.80 kg per 1000
UsD).

A comparison with the 2014 data shows a massive decrease in the produced
carbon monoxide emissions. However, the country ranking stays the same.
Germany holds on to its first place with a produced carbon monoxide emissions
of 0.86 kg per 1000 USD, again followed by Sweden with 1.20 kg per 1000 USD.
Denmark and Finland come in on third and fourth place with values of 1.31 and
1.71 kg per 1000 USD. The poorest performers are again Poland (3.05 kg per
1000 USD) and Estonia (3.80 kg per 1000 USD). There are no data available for
Lithuania and Latvia, therefore they are excluded from this ranking.

Regarding the carbon monoxide emissions per capita, the country rankings are
quite different.

Germany is leading the country ranking with the least amount produced with a
value of 42.53 kg per capita. Germany is then followed by Sweden (62.29 kg)
and Poland (74.34 kg per capita). The highest values of emissions were
produced by Finland, Denmark and Estonia in 2008 with carbon monoxide
emission outcomes ranging from 79.03 in Finland to 115.56 kg per capita in
Estonia.

However this ranking changed in 2014. The best performing country is again
Germany with a total of 36.57 kg per capita, followed by Sweden with 51.35 kg
per capita. In 2014, Denmark comes in on third place with an outcome of 55.62
kg carbon monoxide emissions per capita. Finland holds on to its fourth place
(63.93 kg per capita), while Poland falls back to the fifth place (71.08 kg per
capita). The highest value registers Estonia with an outcome of 96.06 kg carbon
monoxide emissions per capita in 2014. There are no data available for Lithuania
and Latvia.
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The composite indicator combining the two indicators shows for 2014 Germany
as best performer followed by Sweden and Denmark. They all have values better
or around the EU-level median. The lowest performers are Poland and Estonia.
Compared to the year 2008 the ranking did not change.
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2.5.12 Environment: Waterbodies

Text Box 2-27: Explanation of the indicator: 'Waterbodies’

Anthropogenic activities adversely impact the waterbodies of Europe; mostly
through the use pesticides and fertilisers in agriculture. Of which the latte leads to
eutrophication of waterbodies, which negatively impacts the aquatic biodiversity,
due to an excessive bloom of algae’s.

In order to improve European Waterbodies, the EU commissioned the Water
Framework Directive, which requires the Member States to achieve at least "Good
Ecological Status” and “Good Chemical Status” of surface waters!. Ecological
Status refers to biological and hydrological quality of the water, and its “chemical
characteristics™. The ecological status can be classified into four categories: High,
Good, Moderate, and Poor. The chemical status describes in turn the water’s
quality in terms of it content of chemical substances, and is classified as either
Good or Fail.

The categories of surface waters under this directive are coastal waters,
transitional waters, rivers, and lakes.

The Directive set 2015 as the year, until which all waterbodies had to achieve a
good status. However, this was not achieved, and a re-drafting of the Water
Framework Directive is scheduled before the end of this decade.

Fertiliser inputs from agriculture may also stream down into open seas. The
resulting increased Nitrogen and Phosphorus concentrations promote the growth
of phytoplankton. In order to estimate the biomass of phytoplankton, chlorophyll-
a concentrations in water provide reliable inference *

The indicators in this section assess the share of waterbodies that are below good
status. This is done for inland waterbodies (rivers and lakes) and sea waters
(coastal and transitional waters) separately. For sea waters, also the chlorophyll-
a concentrations are benchmarked.
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Environment: River Status

Figure 2-35: River Status by country, on an EU-wide (top) and Macro-regional (middle)
comparison. The bottom figure shows the Upper/Lower Regions, including their
components
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When considering the ecological status of rivers and lakes, Finland and Poland
have the lowest share of waters of moderate, poor and bad quality with less
than 20% followed by Estonia with about 28%. The highest shares of rivers and
lakes of lower quality has Germany with a share of about 87%. For the other
countries of the macro-region the share of moderate, poor and bad quality water
range between 36% in Denmark and 51% in Lithuania.

A look at the chemical quality of rivers and lakes in the macro-region shows the
largest share of fails in Sweden with almost 100% followed by Germany with
more than 8%. The other countries of the macro-region register fail shares
below 1% and thus a very good chemical quality of water.
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Environment: Sea Status

Figure 2-36: Sea Status by country, on an EU-wide (top) and Macro-regional (middle)
comparison. The bottom figure shows the Upper/Lower Regions, including their
components
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The ecological status of transitional and coastal water is the best in Estonia with
a share of waters of moderate, poor and bad quality amounting to about 68%
and the lowest in Poland, Latvia, Lithuania and Denmark (100% share) as well
as in Germany (99%). Slightly better water quality can be found in Finland and
Sweden. The chemical quality of water is the lowest in Sweden with 100% fails
and the best in Latvia, Poland, Finland and Estonia with 0% fails. The other
countries show also a relatively good chemical quality of sea water.
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2.5.13 Biodiversity: Natura 2000

Figure 2-37: Natura2000 share by country in 2015, on an EU-wide (top) and Macro-
regional (middle) comparison. The bottom figure shows the benchmarked values for each
country.
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Text Box 2-28: Explanation of the indicator: '‘Natura 2000’

The indicator shows what proportion of territory is covered by terrestrial Natura
2000 sites at the country level. This gives an indication of a country’s efforts
towards biodiversity, conservation and sustainable use of its territorial areas. It
includes both sites designated under the Birds and the Habitats Directives, and
accounts for any overlaps. The marine areas are not included in the proportion of
land area, although some countries have designated substantial marine zones as
Natura 2000 sites.

The indicator is published in the Natura 2000 Barometer (for the current value at
the end of 2015) and the Natura Newsletter for other years.



http://ec.europa.eu/environment/nature/natura2000/barometer/index_en.htm
http://ec.europa.eu/environment/nature/info/pubs/natura2000nl_en.htm

COWL
STUDY ON MACRO-REGIONAL STRATEGIES AND THEIR LINKS WITH COHESION POLICY 101

Natura 2000 is “a network of core breeding and resting sites for rare and
threatened species, and some rare natural habitat types which are protected in
their own right.””% It covers both terrestrial and marine zones in all 28 EU
countries. The network includes sites designated under the Birds Directive and
under the Habitats Directive. The indicator used is the proportion of land area
covered by Natura 2000 sites under both Directives (see Text Box 2-28).

In the EU as a whole, 18% of land area is designated as Natura 2000 sites. The
top performer in the EU is Slovenia with nearly 38% of its area designated as
either Sites of Community Importance under the Habitats Directive, or Special
Protection Areas under the Birds Directive (or both). Denmark, on the other
hand, has only 8.3% if its area designated as Natura 2000 sites. The EU-median
is 17%. These values are used for benchmarking the values of each country.

In the Baltic Sea macro-region, most countries exhibit values below the EU-
median, with the exception of Poland and Estonia (see Table 2-8). Denmark is
the EU-level lowest performer, hence scoring 50 on the benchmarked scale.
However, Denmark has designated large marine areas as Natura 2000 sites,
equivalent to nearly half of its land territory, which this indicator does not cover.
The rest of the countries have designated between 11 and 16 % of their
territory under one of the Directives. Overall, it seems that the region countries
show similar tendencies in this respect, and that a similar level of priority is
assigned to this issue.

Table 2-8: Indicator and benchmarked indicator values for Natura 2000 indicator

Country % of territory Benchmarked value

designated as Natura
2000 site
Germany

Denmark

Estonia

Finland

Lithuania

Latvia

Poland

Sweden

70 http://ec.europa.eu/environment/nature/natura2000/index_en.htm
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2.5.14 Diversity of Land Cover (Shannon Index)

Figure 2-38: Shannon Evenness Index by NUTS-2 in 2012, on an EU-wide (top) and
Macro-regional (middle) comparison.
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Text Box 2-29: Explanation of the indicator: ‘Shannon Evenness Index’

Shannon Evenness Index (SEI) used here was obtained from the LUCAS survey data.
LUCAS is carried out in the EU countries.

This index takes values between 0 and 1, where 0 represents a completely
homogenous landscape, i.e. where all the area has only one type of land cover. On the
other hand, the value of 1 represents a perfectly heterogeneous landscape, where all
considered land cover types are present at equal amounts. Therefore when
interpreting the values of this index, the higher values indicate higher land cover
diversity. The indicator does not by itself provide a value judgement of different
landscape types.

Note that due to the categorisation of data from the source, several regions score the
same value on the benchmark. As a result, too many regions qualify as top or bottom
scorers to be displayed in the bottom part of the figure.
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As the results show, the NUTS-2 regions of Denmark record the highest SEI
values. Four out of five Danish regions rank amongst the top 25%. This means
they have high landscape diversity due to the fact that land cover patches seem
to be smaller than the European average and so they often alternate with other
types of land cover. Finland and Estonia have a low SEI value. This is due to the
fact that they have a strong dominance of one land cover type, namely they are
mainly covered by forests. Poland, Germany and Sweden have a balanced
mixture with no clear dominant land cover type. Baltic Sea regions in Germany
seem to show a lower diversity than other regions in the country.
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2.5.15 Biodiversity: Coverage of marine protected areas in
Europe’s seas

This section discusses how much of the seas bordering on Europe are considered
marine protected areas (MPASs).

Table 2-9 shows the proportion of sea area that is designated as marine
protected area in the assessment area regions relevant to the Adriatic-Ionian
Sea Region. It also includes other regions for comparison.

Table 2-9: Coverage of marine protected areas in 2012. Source: EEA; NM-nautical miles

Macro- MPA assessment area % of 0-1 NM % of 1-12 NM % of 12 NM-
region regions and sub-regions zone zone END zone
covered by covered by covered by
MPAs MPAs MPAs
Baltic Sea Baltic sea 36.1 16.4 3.9
macro-region
- North-east Atlantic Ocean 52.1 16.4 2.3
(excl. Icelandic, Norwegian & Barents seas)
Celtic Sea 47.5 8.9 2.3
Greater North Sea 63.4 32.4 11.2
Bay of Biscay and Iberian coast 48.9 15.8 1.7
Macaronesia 28 4 0.6
Adriatic Mediterranean Sea 30.6 14.2 6.1
Ionian .
macro-region Western Mediterranean Sea 60.4 29.6 10.1
Ionian and Central Mediterranean Sea 30.5 2.7 0
Adriatic Sea 17 1.4 0
Aegean and Levantine Sea 14.2 2.4 0
- Black Sea 77.9 19.3 0

The first category, that is closest to the shore, is that with the highest proportion
of Marine Protected areas. In the Baltic Sea, 36% of this zone is designated as
MPAs. While compared to the Adriatic-Ionian Sea Region seas, this is a
comparatively high value, other seas, such as Greater North Sea and the
Western Mediterranean Sea have values over 60%.

The next zone is between 1 and 12 nautical miles from the shore and here the
proportion covered by MPAs is half that of the zone closest to the shore, in the
Baltic Sea. Similar level differences are observed in the "leader" seas, but the
Adriatic-Ionian Sea Region seas have much lower values in this area. In this
respect the Baltic Sea Region is showing higher commitment.

Finally in the last category, further than 12 miles from the shore, only 4% of the
territory is covered by MPAs. However, in the seas bordering the Adriatic-Ionian
Sea Region, there are no MPAs in this category. Overall, it seems that there has
been more focus on this in the Baltic Sea Region.
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2.5.16 Eco-Innovation Scoreboard

Figure 2-39: Eco Innovation Scoreboard by country in 2015, on an EU-wide (left) and
Macro-regional (right) comparison. The bottom figure shows the Upper/Lower Regions,
including their components
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Text Box 2-30: Explanation of the indicator: 'Eco-Innovation Scoreboard”*

The Eco-Innovation Scoreboard (Eco-IS) and the Eco-Innovation Index measure the
eco-innovation performance across the EU Member States. Different aspects of eco-
innovation are measured by using 16 indicators grouped into five dimensions: eco-
innovation inputs, eco-innovation activities, eco-innovation outputs, resource
efficiency and socio-economic outcomes. The Eco-Innovation Index pictures the
performance of individual Member States in different dimensions of eco-innovation
compared to the EU average by stressing their strengths and weaknesses. The Eco-IS
and the Eco-Innovation Index show a picture on economic, environmental and social
performance. !

The Eco-Innovation Index is a composition of indices for eco-innovation inputs, eco-
innovation activities, eco-innovation outputs, resource efficiency outcomes and socio-
economic outcomes. Each of these indices consists of many sub-indices. It is only
published for the Member States of the European Union. The latest data available
refers to the year 2015. The basic value for this index is the average of all 28 Member
States of the European Union.

In the Baltic Sea region, the best scoreboard value can be identified for
Denmark, which lies 67% above the European average. Also Finland (40%
above average), Germany and Sweden (29 and 24% above average) perform
very well. The country which performed worst concerning the year 2015 is
Poland, with a value of 41% below the average. Estonia, Latvia and Lithuania
are located in the middle of the spectrum with values between 20% and 27%
below the European average.

71 https://ec.europa.eu/environment/ecoap/scoreboard_en
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2.5.17 Resource Efficiency (composite of Eco Innovation
Scoreboard)

Figure 2-40: Resource Efficiency by country in 2015, on an EU-wide (left) and Macro-
regional (right) comparison. The bottom figure shows the Upper/Lower Regions, including
their components
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Text Box 2-31: Explanation of the indicator: 'Resource Efficiency’ 72

Eco-innovation can at the same time rise the creation of economic value, while
reducing pressures on the natural environment.?

"The component of resource efficiency outcomes puts eco-innovation performance in
the context of a country’s resource efficiency. The four indicators in the component of
resource efficiency outcomes are: Material productivity (GDP/Domestic Material
Consumption), Water productivity (GDP/Water Footprint), Energy productivity
(GDP/gross inland energy consumption), GHG emissions intensity (CO2e/GDP)."

The Resource Efficiency Index is only published for the Member States of the European
Union. The latest data available refers to the year 2015. The basic value for this index
is the average of all 28 Member States of the European Union.

In the Baltic Sea macro-region there are three countries which show an above
average performance. These countries are Denmark, Sweden and Germany and
they perform by 2% to 8% better than the European average. All other Baltic
Sea countries show a performance below the EU-average. Lithuania and Finland
are closer to the EU-average with scores which are 19% and 23% respectively
below the average. The lowest performing country of this macro-region on this
indicator is Estonia. Its indicator value is placed 52% below the EU-average. The
two remaining countries, Latvia and Poland display a better performance than
Estonia, but however worse than Lithuania and Finland.

72 https://ec.europa.eu/environment/ecoap/scoreboard/resource-efficiency-outcomes
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2.5.18 Bathing Water Quality

Figure 2-41: Bathing Water Quality by country in 2015. The top figure shows the
percentage share of a country’s Bathing Waters with a '‘Good’ or 'Excellent’ status. The
bottom figure shows the percentage share of waters in the respective status category
(sums up to 100%)
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Text Box 2-32: Explanationof the indicator: 'Bathing Water Quality’

The index of the bathing water quality of the evaluated regions is classified into four
categories: excellent, good, sufficient and poor, which enables people to choose better
quality bathing water. The indicator is expressed as proportion of bathing sites within
each category. The report of the European Environment Agency published in 2016
was used for the analysis. It contains information about more than 21 000 European
coastal and inland bathing water sites, from which 85% show an excellent water
quality.

Note that since the analysis was conducted a new report was published (on the 23rd
of May 2017).

The theme bathing water quality consists of indicators evaluating the water
quality for various kinds of water categories such as river, lake, coastal water
and transitional water. The analysis is based on the information provided by the
European bathing water quality report which is published every year by the
European Environment Agency (EEA) and the European Commission, in order to
help citizens to make informed choices concerning their touristic destinations.

The EEA report assesses the bathing water quality of all 28 EU Member States as
well as of Albania and Switzerland.

Within the Baltic Sea macro-region the water sites of eight EU Member States
are evaluated in the EEA report. Germany shows the best results. 90.3% of
Germany’s water sites show an excellent bathing water quality. In Finland
92.4% of the water sites are reported to meet the directive’s standards of
having at least a good water quality (with 83.1% classified as excellent). The
same can be said about Lithuania, where the bathing water quality index also
indicates that a vast majority of all water sites have an excellent or a good
water quality. In Latvia and Estonia all assessed water sites in 2015 achieved at
least a "sufficient" water quality, according to the minimum quality standards of
the directive. According to the EEA, 120 out of 197 water sites in Poland (or
60.9%) have an excellent bathing water quality, 43 more are classified as good.
Nevertheless, around 10% of the country’s water sites were identified as having
only sufficient or poor water quality.


https://www.eea.europa.eu/publications/european-bathing-water-quality-2015
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2.5.19 Agricultural Impact

Soil erosion by water

Figure 2-42: Soil Erosion by NUTS-2 in 2010, on an EU-wide (left) and Macro-regional
(right) comparison. The bottom figure shows the Upper/Lower Regions, including their
components.
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Text Box 2-33: Explanation of the indicator: 'Soil Erosion by Water'

The indicator used here is one of the 28 Agri-environmental indicators used to monitor
environmental aspects under the EU's agricultural policy. It is expressed as estimated
erosion of soil in tonnes per hectare per year”? (i.e. how many tonnes of soil from a
hectare is removed by water and deposited elsewhere). The indicator is aggregated for
NUTS-3 region level, thus allowing assessment in the macro-regions. This indicator is not
measured, but modelled using the Revised Universal Soil Loss Equation (RUSLE) model,
methodology developed and documented by JRC.7* The indicator is re-published by
Eurostat, dataset [aei_pr_soiler], with the latest year 2010 at the time of downloading.
This indicator covers the territory of the EU28, hence candidate and potential candidate
countries are not included in the dataset.

Higher values of this indicator show higher erosion, hence poorer performance. When
benchmarking, the scale is inverted, so higher values indicate a better situation, i.e. lower

erosion.

Benchmark is calculated on a country level (i.e. EU-median, top and lowest performer on
a country level), therefore some NUTS-2 regions may score below the minimum
benchmark (50), or above the maximum benchmark (150).

Soil erosion is defined as the displacement of material from the land surface by
water (rainfall, irrigation, and snowmelt) or wind. It is considered one of the
main threats to soil, as acknowledged by the European Commission's Thematic
Strategy for Soil Protection’>. The strategy stresses the importance of soil and
the impact erosion and other types of soil degradation has on the climate, water
quality, food safety and biodiversity. Soil formation is a very slow process, and
heavily eroded or otherwise degraded soil would take hundreds of years to
regenerate. The rates of regeneration differ, and are estimated to be around
1.4t/ha/year in Europe (Verheijen et al., 20097¢). According to JRC, to protect
most vulnerable soils, rates of soil erosion above 1 tonne per hectare per year
should be considered unsustainable, and more than 10 t/ha/year indicate a
high-risk??. Indicator showing specifically soil erosion by water was chosen for
two reasons. First, this type of erosion is more widespread than wind erosion.

73 http://ec.europa.eu/eurostat/statistics-explained/index.php/Agri-

environmental indicator - soil erosion

74 Panagos, P., Borrelli, P., Poesen, J., Ballabio, C., Lugato, E., Meusburger, K.,
Montanarella, L., Alewell, .C. 2015. The new assessment of soil loss by water
erosion in Europe. Environmental Science & Policy. 54: 438-447

75> Communication COM(2006) 231; http://eur-lex.europa.eu/legal-
content/EN/TXT/?uri=CELEX:52006DC0231

76 F.G.A. Verheijen, R.J.A. Jones, R.]. Rickson, C.]J. Smith. 2009. Tolerable versus actual
soil erosion rates in Europe. Earth-Science Reviews, 94 (1-4) (2009), pp. 23-38. This

paper defines "upper limit of tolerable soil erosion" as that equal to the rate of soil
formation.

77 JRC. 2012. The state of soil in Europe. A contribution of the JRC to the EEA Environment
State and Outlook Report.


http://ec.europa.eu/eurostat/statistics-explained/index.php/Agri-environmental_indicator_-_soil_erosion
http://ec.europa.eu/eurostat/statistics-explained/index.php/Agri-environmental_indicator_-_soil_erosion
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Second, even though no actual measures of erosion rates exist on the European
level, there are good quality estimates for the entire territory of the EU, at a
high level of resolution. For more information on the indicator used, see Text
Box 5-19.

Data shows that the average erosion in the EU28 is 2.46 t/ha/year (Eurostat;
Panagos et al, 2015). Generally the situation is better in the northern countries
than elsewhere, the country with lowest erosion rate being Finland at
0.06t/ha/yr. Italy is on the opposite end of the scale with 8.5t/ha/yr. These
values as well as the EU-median (2.1t/ha/year) are used in the benchmarking.

The vast majority of regions within the Baltic Sea macro-region have soil erosion
values below 1 tonne per hectare per year, therefore this macro-region has a
lower risk in this respect. The reasons for northern countries performing better
in this respect are lower rainfall erosivity (amount and intensity of rain) and
higher vegetation cover’8. Finland has the best performance both on the country
and regional level. Pohjois- ja Itd-Suomi is the region with erosion rate of only
0.045 tonnes per hectare per year, which is a good margin below the
regeneration rate, and the "safe" rate of soil erosion. Sweden and Denmark and
their NUTS-2 level regions also show values significantly better than the EU-
median, and so do Estonia, Latvia and Lithuania.

Germany shows an interesting pattern in that its country level value is
significantly different from the values of the regions in the Baltic Sea macro-
region. Soil erosion in Germany is estimated to be 1.3t/ha/yr, while in the Baltic
Sea macro-region, the values range from 0.2 in Berlin to 1.5 in Schleswig-
Holstein.

In the Baltic Sea macro-region, the most affected by soil erosion are the
southernmost NUTS-2 regions in Poland, even though they are not too far
behind the EU-median. The regions which are the most affected by soil erosion
by water are Malopolskie with a rate of erosion of 3.6 t/ha/yr and Podkarpackie
with 2.2 tonnes per hectare per year. These are the regions in hillier or
mountainous areas. Moreover, Maloposkie has a particularly warm and humid
climate.

Overall, the Baltic Sea region performs very well in terms of soil erosion levels.
The regional detail in Germany and Poland, seen alongside the results in other
macro-regions, seem to show that common geographical location and climatic
conditions can be defining factors in terms of defining common strategies to
address challenges presented by certain natural features. In the Baltic-Sea
macro-region, addressing soil erosion is likely to be of lower priority than, for
instance, in the Alpine macro-region.

78 ibid (JRC, 2012)



COWL
114  STUDY ON MACRO-REGIONAL STRATEGIES AND THEIR LINK TO COHESION POLICY

Gross Nutrient Balance

Figure 2-43: Gross Nutrient Balance by country in 2013, on an EU-wide (top) and macro-
regional (middle) comparison. The bottom figure shows the indicator values by country
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Text Box 2-34: Explanation of the indicator: ‘Gross Nutrient Balance’

According to EEA’?, the indicator Gross Nutrient Balance “estimates the potential surplus
of nitrogen on agricultural land”. The estimation accounts for nitrogen and phosphorus
additions to agricultural lands as well as the amounts that are removed from the system,
via crops harvested and eaten by feedstock.

The indicator measures the balance of nutrients, expressed as kg of nitrogen and
phosphorus per ha of Utilised Agricultural Area (UAA).&

The data is available for EU countries only.

The composite indicator is the average of benchmarked gross nitrogen balance and gross
phosphorus balance values.

The strong use of artificial fertilisation for crops in Europe, or more generally a
surplus of nutrients, has several implications on the environment, of which most
prominent are eutrophication and nitrification. While a too high and too long a
surplus is not desirable, a deficit can also have negative implications for land-
use.

In the Baltic Sea macro-region the highest gross nutrient balance (including
nitrogen and phosporus) on country level can be found in Denmark (95 kg/ha),
followed by Germany (85 kg/ha), and Poland (59 kg/ha). Finland, Sweden,
Lithuania, and Latvia range in the middle with values between 49 kg/ha in
Finland and 31 kg/ha in Latvia. The lowest gross nutrient balance of the macro-
region can be found in Estonia (15 kg/ha). In the European context, the
Estonian value is very low, much below the EU-level median, while Denmark and
Germany are somewhat above the EU-median, showing relatively large
differences in soil status in the Baltic region.

2.6 Political, Institutional, and Governance factors

The political, institutional and governance indicators draw a picture on the
political state of the macro-region. The indicators in this section inform about
the quality of governance and the institutional capacity. In the context of
Cohesion Policy, these indicators essentially reflect the likely capacity of the
macro-region’s countries to effectively pursue interventions on the economic,
social as well as territorial cohesion.

In addition, the selected indicators in this chapter inform about the quality of
civil freedom as well as the enforcement of law on macro-regionally relevant

79 URL: http://www.eea.europa.eu/data-and-maps/indicators/gross-nutrient-balance-1
80 http://ec.europa.eu/eurostat/cache/metadata/EN/aei_pr_gnb_esms.htm
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problems: Human trafficking and Drugs. The selected indicators are shown in
the table below.

Table 2-10: Overview of Political, Institutional & Governance indicators

Composite Components

Governance Government effectiveness

Regulatory Quality

Public Institutions none
Voice & Accountability none
Human Trafficking none
Number of Drug none

Seizures
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2.6.1 Governance

Figure 2-44: Governance by country in 2015, on an EU-wide (left) and Macro-regional
(right) comparison. The bottom figure shows the Upper/Lower Regions, including their
components
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Text Box 2-35: Explanation of the indicator: 'Governance'

Governance is defined as the "processes of governing [...] undertaken by a government
[...] over a [...] territory [...] through laws, norms, power or language."8! It includes "the
processes of interaction and decision-making among the actors involved in a collective
problem that lead to the creation, reinforcement, or reproduction of social norms and
institutions."® In this context, a government has the responsibility and authority to make
binding decisions in a given geopolitical system (such as a state) by establishing laws.3
Thus, Governance refers to the way the rules, norms and actions are structured,
sustained, regulated and held accountable. A government may operate as a democracy,
where citizens vote on the people who govern with the aim to achieve a public good.

The governance of the macro-region is analysed using two governance indicators:
Regulatory Quality and Government Effectiveness. Regulatory Quality refers to “the
perceptions of the ability of the government to formulate and implement sound policies
and regulations that permit and promote private sector development”®. Government
Effectiveness reflects the “perceptions of the quality of public services, the quality of the
civil service and the degree of its independence from political pressures, the quality of
policy formulation and implementation, and the credibility of the government's
commitment to such policies.”®> Both indicators are part of the Worldbank’s broader
Worldwide Governance Indicators (WGI) Project of the World Bank Group.8®

An analysis of the composite indicator Governance shows a high quality of
governance in Finland, Sweden, and Denmark with a score above 140 points.
Germany and Estonia follow with a score of 139 and 116, respectively. Lithuania
reaches with 105 a score above the EU-median. Values below the EU-median
were recorded only in Latvia (96) and Poland (87). However, all countries have
made considerable progress in the period 2008 to 2015 on improving
governance.

As a whole, the macro-region performs above the EU-median, and thus stands
better on governance than the rest of Europe, with the exception of two
countries (Latvia and Poland) which at the same time perform only limitedly
below the median. It should also be noted that these two countries show
considerable improvements since 2008, with scores of 81 and 73 respectively.

81 Bevir, Mark (2013). Governance: A very short introduction. Oxford, UK: Oxford
University Press.

82 Hufty, Marc (2011). "Investigating Policy Processes: The Governance Analytical
Framework (GAF). In: Wiesmann, U., Hurni, H., et al. eds. Research for Sustainable
Development: Foundations, Experiences, and Perspectives.". Bern: Geographica
Bernensia: 403-424.

83 Wikipedia 2017, https://en.wikipedia.org/wiki/Governance

84 URL: http://info.worldbank.org/governance/wgi/pdf/wgi.pdf

85 URL: http://info.worldbank.org/governance/wgi/pdf/wgi.pdf

8 URL: http://info.worldbank.org/governance/wgi/#home
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2.6.2 Public Institutions

Figure 2-45: Public Institutions by country in 2015-2016, on an EU-wide (left) and Macro-
regional (right) comparison. The bottom figure shows the Upper/Lower Regions, including
their components
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Text Box 2-36: Explanation of the indicator: 'Public Institutions’

The indicator on public institutions is a composite of the World Economic Forum’s (WEF)
Global Competitiveness Index for 2016%7. This composite consists in turn of indicators on
‘property rights’, ‘ethics and corruption’, ‘undue influence’, ‘public-sector performance’,
and ‘(public) security’. The public institutions indicator thus reflects the quality with which
public entities ensure that the “basic requirements” 8 of a competitive/fair economy are
upheld. Vice-versa, it also reflects how much of an existing factor unfair or preferential
treatment is. To a limited degree, this indicator also reveals the institutional capacity,
mostly reflected through the ‘public-sector sector performance’ composite. At last, this
indicator provides partial inference on the compliance with the EU-Acquis, chapter 23,
Judiciary and fundamental rights®°.

An analysis of the indicator Public Institutions shows a high quality of public
institutions in 2016, with Finland performing as the EU’s top performer (150).
The Nordic countries, as well as Germany and Estonia also perform strong above
the EU-median (scores of 119-132). The quality of public institutions has
particularly improved since 2008 in Finland, Sweden and Estonia. An opposite
development can be seen for Denmark and Germany, of which the former
traditionally scored as the top performer of the EU until 2010. This corresponds
to an astonishing drop of 20 points on the benchmark.

The seemingly strong performance of the Baltic Sea is however complemented
by three bottom performers: Lithuania, Poland, and Latvia, scoring between 82
and 87 points. However, Latvia and Poland both improved the quality of their
public institutions considerably since 2008, while Lithuania only improved
marginally. At last, Poland’s scores decreased since 2015, when the national
cabinet of Beata Szydfo was put in place.

87 World Economic Forum, Global Competitiveness Index,
http://reports.weforum.org/global-competitiveness-report-2015-2016/institutions/

8 World Economic Forum, Global Competitiveness Index,
http://reports.weforum.org/global-competitiveness-report-2015-2016/institutions/

8 URL: https://ec.europa.eu/neighbourhood-enlargement/policy/conditions-

membership/chapters-of-the-acquis en



http://reports.weforum.org/global-competitiveness-report-2015-2016/institutions/
http://reports.weforum.org/global-competitiveness-report-2015-2016/institutions/
https://ec.europa.eu/neighbourhood-enlargement/policy/conditions-membership/chapters-of-the-acquis_en
https://ec.europa.eu/neighbourhood-enlargement/policy/conditions-membership/chapters-of-the-acquis_en
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2.6.3 Voice and Accountability

Figure 2-46: Voice and Accountability by country in 2015, on an EU-wide (left) and Macro-

regional (right) comparison. The bottom figure shows the Upper/Lower Regions, including
their components
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