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Chapter 1. Programme summary

The Interregional Cooperation Programme enables cooperation between regional and local
authorities from different countries in the EU27, Norway and Switzerland. This takes the form
of projects in which these authorities exchange and transfer their experiences and jointly de-
velop approaches and instruments that improve the effectiveness of regional development
policies and contribute to economic modernisation.

In line with the Community Strategic Guidelines for Cohesion Policy 2007-2013, the pro-
gramme aims to contribute to the Union's strategy for growth and jobs. As such, it is an im-
portant instrument for the implementation of the EU initiative Regions for Economic Change
(RFEC). RFEC is designed to support regional and urban networks discovering best practice
in economic modernisation, particularly those contributing to the Union’s growth and jobs
agenda, and to spread this best practice to all regions in order to help stimulate their sustain-
able growth and reduce economic disparities.

The programme is structured around two thematic priorities, grouping action fields that are
key in helping to achieve a contribution from the regions of Europe to the Union's strategy for
growth, jobs and sustainable development.

Priority 1 addresses innovation and the knowledge economy, focusing mainly on the sub-
themes innovation, research and technology development, entrepreneurship and SMEs, the
information society, and employment, human capital and education.

Priority 2 targets environment and risk prevention, most notably the sub-themes natural
and technological risks, water management, Waste prevention and management, biodiversity
and preservation of natural heritage, energy and sustainable transport, and cultural heritage
and landscape.

This Operational Programme supports two different types of interventions.

Firstly, it supports “Regional Initiative Projects” initiated by regional actors aiming to ex-
change experience in a specific policy field in order to identify good practice and to develop
new tools and approaches for implementation.

Secondly, INTERREG IVC supports “Capitalisation, including Fast Track projects” in or-
der to ensure that good practice identified, for instance, by the regional initiative projects
mentioned above, finds its way into the Convergence, Regional Competitiveness and Em-
ployment and European Territorial Cooperation programmes.

The programme is co-financed by the European Regional Development Fund (ERDF). It has
a total available ERDF budget of € 321 million for the 2007-2013 period. The programme
area covers the whole territory of the European Union plus Norway and Switzerland. The
programme co-finances the participation of public authorities and bodies governed by public
law from these countries. Participation of actors from outside this area is possible under cer-
tain conditions.
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Chapter 2. Introduction

2.1. Interregional Cooperation in a changing context

This Operational Programme (OP) is financed in the framework of interregional cooperation
in the European Union under the Cohesion policy for 2007-2013. The programme will enable
interregional cooperation by bringing together regional and local authorities from different
countries in projects to exchange and transfer their experiences in regional policy and jointly
improve and develop regional policy approaches and instruments. The programme will be
part-funded by the European Regional Development Fund (ERDF).

This 2007-2013 Interregional Cooperation Programme builds on the experiences of the
Community Initiative INTERREG 1lIC (2002-2006), which was designed to strengthen
Europe’s economic and social cohesion by funding operations that boost cooperation be-
tween regional and local authorities from across the EU leading to a balanced development
of the continent. More than 260 INTERREG IIIC projects were approved involving over 2600
regional and local authorities as well as public-equivalent institutions from all EU MS and a
number of other countries. These operations addressed a wide range of topics closely re-
lated to implementation of European Union (EU) regional policy, largely in areas of public re-
sponsibility in regional development.

The experiences from these years of interregional cooperation are positive in the sense that
the programme managed to bring together many actors from across the EU, dealing with a
wide variety of issues. Considering these results, there is a strong need for continuity of inter-
regional cooperation, with some adjustments, related on the one hand to new global and ter-
ritorial challenges in Europe, and on the other hand the new major orientations given to co-
hesion policy over the period 2007-2013.

2.2. Developments in the global and territorial context

The context for drafting this Operational Programme (OP) for Interregional Cooperation for
the period 2007-2013 is characterised by several major developments:

- the recent enlargement of the Union to 25, and now 27, Member States (MS), with Bul-
garia and Romania joining in 2007, which has dramatically increased disparity levels
across the EU,;

- the increased globalisation of markets and the lagging situation of Europe concerning
growth and competitiveness compared to the US and to some Asian countries;

- the acceleration of climate change and related territorial impacts;
- the demographic challenges and their impacts on labour markets;

- the trends in regional and territorial development (catching up process in central and
eastern Europe, stronger development of metropolitan areas).

These developments are of strategic importance for all EU policies for the coming years.
Most notably they have impacted the EU’ s Lisbon and Gothenburg Strategy, which in turn
has shaped the strategy for EU Cohesion policy for the 2007-2013 period.
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2.3. Developments in the policy context
2.3.1 Updated Lisbon and Gothenburg Strategies

In order to face the challenges mentioned above, the EU has decided to renew the basis of
its competitiveness, increase its growth potential and productivity, and strengthen social co-
hesion. Several steps mark out this constructive process.

In March 2000 in Lisbon, EU heads of state and government agreed on an ambitious goal:
making the EU "the most competitive and dynamic knowledge-based economy in the world,
capable of sustainable economic growth with more and better jobs and greater social cohe-
sion". In particular, it was agreed that to achieve this goal, an overall strategy should be ap-
plied, aiming at:

- preparing the transition to a knowledge-based economy and society by improving policies
for the information society and research development (R&D), as well as by stepping up
the process of structural reform for competitiveness and innovation, and by completing
the internal market;

- modernising the European social model, investing in people and combating social exclu-
sion;

- sustaining the healthy economic outlook and favourable growth prospects by applying an
appropriate macro-economic policy mix.

However, due to the little progress that was made a few years later in achieving the main
goals of Lisbon strategy, the Commission proposed a new Partnership for Growth and Jobs
to the European Council of March 2005. The Council confirmed the policy objectives set out
by the Commission and underlined the need to re-launch the Lisbon Strategy. This renewed
effort required that “the Union must mobilise all appropriate national and Community re-
sources, including cohesion policy”. In addition, it concluded that greater ownership of the
Lisbon objectives on the ground was necessary, involving regional and local actors and so-
cial partners. This is of particular importance in areas where greater proximity is essential,
such as in innovation and the knowledge economy, employment, human capital, entrepre-
neurship, support for small and medium-sized enterprises (SMESs) or access to risk capital fi-
nancing.

This renewed Lisbon strategy now forms the context for many EU initiatives and policies
each contributing to achieving elements of the strategy. These include thematic policies like
the European Commission initiative “i2010: A European Information Society for growth and
employment” aimed at promoting the development of the digital economy and the wider use
of Information and Communication Technologies (ICTs) by citizens and businesses or action
plans, like the Environmental Technologies Action Plan, aimed at the promotion of environ-
mental technologies and eco-efficient innovations.

More recently, the EC recommended in its January 2006 first Annual Progress Report on the
Lisbon strategy that Member States ensure that Community cohesion and rural development
investment is targeted towards supporting the Lisbon Strategy in general and that the new
generation of cohesion policy programmes address the following four priority actions: 1) in-
vesting more in knowledge and innovation; 2) unlocking business potential; particularly of
SMEs; 3) responding to globalisation and ageing; and 4) moving towards an efficient and in-
tegrated EU energy policy.

Beyond these basic guidelines for the whole EU, the concentration of financial resources on
the less developed regions remains essential over the period 2007-2013 considering the in-
crease of disparities resulting from the recent EU-enlargement in May 2004 and its continua-
tion in 2007. When looking at the separate policies that together form the Lisbon ambitions in
relation to innovation and the knowledge economy, one can observe a lot of regional imbal-
ances that characterize the present situation (for instance, the leading regions as far as re-
search and innovation infrastructures are concerned are almost exclusively located in the
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EU-15 countries, whereas these structures are thinly spread in the regions of the new MS).
On the other hand, there is also a significant catching up process in the territorial develop-
ment of the new MS concerning some policies (for instance education).

The Fourth Progress Report on Cohesion adopted in February 2006 confirmed that the
enlargement of the Union presents an unprecedented opportunity to reinforce both economic
competitiveness and the internal cohesion in Europe. While enlargement represents a sub-
stantial widening of regional disparities in the EU, the report noted at the same time that
some of the poorest parts of the new Member States have some of the highest growth rates.

More generally concerning the territorial aspects, the pattern of development perspectives
challenging regional development policy in the coming decade is likely to include:

- acontinuation of the catching up process in central and eastern Europe,

- astronger development of metropolitan areas both in the East and the West and growing
pressures on a number of rural areas,

- growing impacts of the demographic evolution (population ageing) on regional economy
and labour markets.

This overall situation represents significant challenges for the EU’s territorial cohesion and
calls for more intensive interregional cooperation to improve the quality of EU regional policy
interventions.

In 2001, at the Gothenburg European Council, Member States agreed on the first EU sus-
tainable development strategy (SDS) that set out the policy framework for European Union
action to achieve the long-term vision of sustainability. Economic growth, social cohesion
and environmental protection are seen as mutually supportive, and in this respect, the SDS
underpins the whole of the Lisbon Strategy and adds to it an environmental strand.

However, unsustainable trends in relation to climate change and energy use, threats to pub-
lic health, poverty and social exclusion, demographic pressure and ageing, management of
natural resources, biodiversity loss, land use and transport still persist and new challenges
are arising. Since these negative trends bring about a sense of urgency, the main challenge
is to gradually change current unsustainable consumption and production patterns and the
non-integrated approach to policy-making.

Against this background, in conclusion of the review of the EU SDS launched by the Com-
mission in 2004 and on the basis of the Commission Communication “On the review of the
Sustainable Development Strategy — A platform for action” from December 2005, as well as
contributions from the Council, the European Parliament, the European Economic and Social
Committee and others, the European Council of June 2006 has adopted an ambitious and
comprehensive renewed SDS for an enlarged EU, building on the one adopted in 2001.

The renewed EU SDS sets out a single, coherent strategy on how the EU will more effec-
tively live up to its long-standing commitment to meet the challenges of sustainable devel-
opment. The overall aim of the SDS is to identify and develop actions to enabling the EU to
achieve continuous improvement of quality of life for current and future generations, through
the creation of sustainable communities able to manage and use resources efficiently, and to
tap the ecological and social innovation potential of the economy, ensuring prosperity, envi-
ronmental protection and social cohesion. The renewed strategy sets overall objectives, tar-
gets and actions for seven key priority challenges for the coming period until 2010:

- Climate change and clean energy

- Sustainable transport

- Sustainable production and consumption

- Public health threats

- Better management of natural resources

- Social inclusion, demography and migration

- Fighting global poverty
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2.3.2. Cohesion policy 2007-2013

The context for cohesion policy has changed in the light of the major challenges mentioned
above. The cohesion policy has to make a significant contribution to the renewed Lisbon
strategy. This is the basic idea that underpins the new legislative framework for the reform of
cohesion policy for the period 2007-2013 called Community Strategic Guidelines on Cohe-
sion adopted in July 2006.

According to these Community Strategic Guidelines, programmes co-financed through cohe-
sion policy should seek to target resources on the following three priorities:

- improving the attractiveness of Member States, regions and cities by improving accessi-
bility, ensuring adequate quality and level of services, and preserving the environment;

- encouraging innovation, entrepreneurship and the growth of the knowledge economy by
research and innovation capacities, including new information and communication tech-
nologies;

- creating more and better jobs by attracting more people into employment or entrepreneu-
rial activity, improving adaptability of workers and enterprises and increasing investment
in human capital.

The new strategic framework is articulated around three objectives, namely convergence, re-
gional competitiveness and employment, and European territorial cooperation. The latter one
aims at promoting stronger integration of the territory of the Union in all its dimensions, in-
cluding through interregional cooperation.

With the adoption of these Guidelines, programming sets a more strategic focus on the main
EU-policy Objectives of Lisbon and Gothenburg, and the interregional Operational Pro-
gramme becomes a more strategic document than that of its predecessor. The new pro-
gramme is also tied much more closely to the activities undertaken under objectives “Con-
vergence” and “Regional competitiveness and employment”. This is because the core the-
matic priorities are the same, and one of the main target groups is clearly made up of the re-
gional and local decision-makers of the regional programmes co-financed under these two
last objectives. One main ambition for this programme is to involve these authorities closely
because it is clear that in an open, globalised economy, tackling the growth and jobs agenda
must be anchored in regional and even local development strategies. This is the level where
most business networks are formed, where links are established with centres of learning and
technology, and where local knowledge and expertise can best be mobilised.

According to the European ERDF regulation for 2007-2013 adopted in July 2006, under the
“European territorial cooperation” objective, this fund shall ‘inter alia’ focus its assistance
notably on the reinforcement of the effectiveness of regional policies by promoting inter-
regional cooperation focusing on innovation and the knowledge economy and environment
and risk prevention in the sense of Article 5 (1) “innovation and the knowledge economy” and
5 (2) “environment and risk prevention”.

2.3.3. The territorial Agenda

The territorial component will be fully part of the 2007-2013 EU Cohesion policy, as outlined
in the Community Strategic Guidelines. In that respect, the Agenda on territorial cohesion,
the key product of which will be an assessment of the ‘territorial state and perspectives of the
Union’ due to be adopted under German presidency in May 2007, emphasises the need of
reinforced European cooperation. In the light of the Lisbon strategy for sustainable economic
growth, the key challenge for strengthening territorial cohesion implies enhancing the territo-
rial ‘capital’ and potentials of all EU regions and promoting territorial integration, i.e. by pro-
moting trans-European synergies and clusters of competitive and innovative activities.
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2.3.4. The EC initiative “Regions for Economic Change”

The European Commission introduced in November 2006 plans to boost innovation by bring-
ing European regions together into strong partnerships and to help them take advantage of
experience and best practice. The Interregional Cooperation Programme is an important in-
strument for implementing this new initiative called "Regions for Economic Change" (RfEC).

The new initiative introduces, among others, new ways to motivate regional and urban net-
works to help them to have innovative ideas tested and rapidly disseminated into the main-
stream programmes. It is dedicated to discovering best practice in economic modernisation,
in particular in relation to projects clearly contributing to the Union’s jobs and growth agenda,
and spreading this to all regions in order to help stimulate their regional growth and reducing
economic disparities.

Moreover, the Commission foresees an annual 'Regions for Economic Change' conference
featuring innovation awards to coincide with the Spring European Council to further enhance
communication and dissemination of best practice results in line with the EU agenda for
growth and jobs.

2.4. General orientation and area of application of the programme

In operational terms, the programme is concentrated around two major themes. These are
the priority axes of the OP, but all important existing and emerging challenges in relation to
these two main themes are also fully considered.

Compared with the INTERREG IlIC programme, the range of topics for cooperation is more
restricted and the programming becomes more strategic, with a stronger involvement of the
Monitoring Committee at various stages in order to facilitate the process of capitalisation on
best practice throughout Europe and beyond.

The programme area of INTERREG IVC is presented on the map on the following page. It
consists of:

- The EU 27 Member States
- Norway and Switzerland
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Chapter 3. Analysis

3.1. Introduction

The recent enlargement of the Union to 25 Member States, and now 27 with Bulgaria and
Romania joining in 2007, has dramatically increased disparity levels across the EU. Many
new Member States have markedly lower levels of income per head and employment rates
than the EU average. At the same time, they have displayed considerable dynamism in re-
cent years, achieving high rates of growth in both GDP and productivity so that the gaps
have been narrowed.

Overall, disparities have been falling across the EU over the past decade. Nevertheless, this
fall has been more rapid between countries than between regions, with internal regional dis-
parities in several Member States increasing.

These prevailing disparity levels of development across the EU provide ample evidence of
the need for an active cohesion policy. Among the different types of interventions, interre-
gional cooperation can play a significant role in helping to reduce them.

In order to delineate fields where interregional cooperation can clearly contribute to the
achievement of the Lisbon strategy, certain elements are essential. These are: a global pic-
ture of the major trends and developments for the next decades in the EU; an in depth view
of the two key themes addressed by this OP; and an overview of the main lessons that can
be learnt from the period 2000-2006. The findings of this triple analysis have been grouped in
a SWOT analysis that forms the basis for the strategic positioning of this OP.

3.2. General trends and developments in Europe

This first section sketches out in a medium/long-term perspective the major challenges that
will have significant territorial impacts in the European Union and beyond.

This wider reference framework sets the scene for the in-depth assessment of the two key
themes on which future interregional cooperation should focus, according to ERDF regula-
tion. Considering that the two themes are strongly articulated around the Lisbon and Goth-
enburg strategies, four main challenges are selected for their relevance and their related ter-
ritorial impacts. This general information is mainly derived from the preliminary results of the
ESPON Study Project 3.2 on long-term scenarios, showing different territorial development
trends up to 2015 and 2030.

Challenge 1: Accelerating globalisation

The globalisation process has strongly accelerated over the past decade in particular due to the strong
development of emerging countries such as China, India and Brazil. A particularly important impact of
globalisation is that it increases the scale and size of businesses. The wave of mergers and acquisi-
tions which characterises the present period seems to be the forefront runner of much more substan-
tial transnational and intercontinental economic interactions likely to intensify in the coming decades.
The still important fragmentation of the European economy is a significant handicap in this context. It
is quite likely that competition — and the necessary economic adjustments — will in future not be only
based on differences in wage levels, but more and more on technological productivity (combining
technological outputs and prices). External competition will therefore increase in a number of sectors
for which Europe had, up to now, comparative advantages. This trend will not be limited to industrial
production, but will increasingly affect the service sector and activities related to the knowledge econ-
omy. Moreover, it is probable that the multiplication in the coming decades of so-called asymmetric
shocks is likely to hit areas with very different economic characteristics in Europe.

Policies targeted at promoting global European competitiveness will generate a somewhat higher
global economic growth in Europe, but territorial polarisation will significantly progress with metropoli-
tan regions drawing higher benefits than less urbanised regions. This may generate an important so-
cial cost or collateral damage, with a number of regions losing their vitality.
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Challenge 2: The demographic developments in Europe

The decline in fertility rates in Europe, which started several decades ago, has resulted in a situation
where the median age of the population is starting to grow significantly and the continuation of this
evolution over the next decades is unavoidable. Migrations and especially immigration from outside
Europe is a second important issue in the demographic sphere.

The impacts of the natural demographic evolution on regional economies and labour markets will call
in a few years for the need to allow substantial immigration of qualified people into Europe. Issues
generated by the demographic evolution in Europe in the coming decades will call for ambitious, but
differentiated policy solutions, according to the individual regional contexts. As demographic factors in-
terfere with many other issues, more integrated policy approaches will be necessary

Challenge 3: Towards a new energy paradigm

Another major challenge for European regions in the coming decades will be to successfully imple-
ment the change of energy paradigm. For more than one century, the availability of oil and, more re-
cently, of natural gas, has made possible the considerable expansion of industrial countries. World re-
sources of oil and natural gas are progressively being depleted in a context where the expansion of
large emerging economies is creating a strong growth in demand. As resources become more and
more scarce, their price is likely to considerably increase.

Changing the European energy paradigm can only be achieved in a long-term perspective with con-
siderable efforts and investments. Territorial impacts are likely to be very significant. These have to be
anticipated in the context of spatial development policies in order to avoid conflicts and insufficient
productivity. The main objectives of spatial development policies in facilitating the change of energy
paradigm are aiming in particular to increase the energy efficiency of existing systems, and to favour
the development and optimise the use of renewable energy sources.

Challenge 4: Climate change

It is now widely admitted that the increase of greenhouse gas emissions is one of the main factors re-
sponsible for growing average temperature and for the related natural hazards.

A distinction must be made between territorial impacts of climate change that have a temporary and
local character, and may generate significant local or regional damage (floods, heavy rainfall, storms,
landslides etc.) and those that have a more sustained character (drought, elevation of snow altitude in
mountains, rise of sea level, evolution towards a moderate climate in northern regions etc.), with long-
lasting impacts, of negative or positive character. Climate change can hardly be curbed down through
policies within a period of 20 or 30 years. The policy measures that are at stake are prevention or ad-
aptation measures. Prevention measures are generally expensive and need incentives or support, es-
pecially in weaker regions. The counterpart is that physical damages caused by natural hazards or
long-lasting economic drawbacks can be significantly contained and reduced. Neglecting prevention
and mitigation measures may lastingly affect the economy of numerous areas in the long-term and
counteract the objective of territorial cohesion.

Climate change is likely to have manifold manifestations and impacts in future. These have to be sys-
tematically monitored and anticipated in order to define the measures best suited to the regional con-
text.

In conclusion, territorial development policies at all levels (EU, national, regional/local levels)
will have to cope with these major challenges and are required to find innovative solutions for
responding to the related problems/needs. Interregional cooperation through the exchange of
experience and best practice in Europe can clearly contribute to addressing the regional is-
sues and challenges previously identified, provided the emphasis is put on the most relevant
fields. In that respect, it is essential to have a clear picture of the present situation and future
trends concerning innovation, knowledge economy, and environment in a broad sense.
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3.3. Innovation and knowledge economy: strategic context, state of
play & future trends

3.3.1. Strategic context

The renewed Lisbon strategy for growth and jobs in the European Union places a strong em-
phasis on further developing the knowledge society. This is based on the notion that
Europe’s potential for future economic development is directly linked to its ability to create
and promote high-value, innovative and research-based economic sectors, that are capable
of competing with the best in the world.

An important pillar of this strategy is the need to increase expenditure in research and devel-
opment (R&D). This will trigger a stronger growth of productivity and added value, both in
knowledge-based sectors and beyond, through spill-over effects. Studies demonstrate that
up to 40% of EU labour productivity growth is generated by R&D spending. However the
concept of the knowledge society is wider than just R&D. It covers every aspect of the econ-
omy where knowledge is at the heart of value added, triggering innovation in sectors ranging
from high tech manufacturing to knowledge intensive services, including cultural and creative
sectors. In addition to the use of knowledge, information and communication technologies
(ICT), when used to their full potential, will lead to significant added value throughout all eco-
nomic sectors.

Increased knowledge does not automatically lead to innovation, competitiveness and growth.
It requires entrepreneurship to design new products and services, take advantage of new
market opportunities and create added-value. Increasingly, new firms and Small and Medium
sized Enterprises (SMEs) are major sources of growth and new jobs, making entrepreneur-
ship of fundamental importance for the achievement of the Lisbon aims.

The EU Cohesion policy for the 2007-2013 period is one of the community instruments tar-
geted at the achievement of the Lisbon goals. Strengthening the knowledge economy and
improving innovation is one clear priority set for this policy, of which this Interregional Coop-
eration Programme is part. Cohesion policy aims to encourage regions to build up research
and innovation capacity, by helping them to develop regional innovation strategies and action
plans that will improve their competitiveness.

3.3.2. State of play

For the purpose of this Interregional Cooperation Programme it is relevant to analyse the
present state of the EU’s progress towards the Lisbon goals in the field of innovation and the
knowledge economy, and in particular to do this in connection to the situation at the regional
level. Not surprisingly, from such an analysis a picture of great regional differences occurs.

The issues that will be addressed in this analysis relate to:
- innovation, research and technology development,
- entrepreneurship and SMEs,
- the information society,
- employment, human capital and education.

A good starting point for this analysis is the ESPON study regarding ‘regionalised Lisbon per-
formance’. Based on a set of five indicators this study shows the relative performance of the
regions in the EU-27 towards achieving the goals of the Lisbon Strategy. Above average per-
formance levels are found mainly in regions in the so called Pentagon area (i.e. the area cor-
nered by London, Paris, Milan, Munich and Hamburg), and additionally in parts of northern
Europe. Regions with the greatest challenge in terms of catching up are in general located in
the new Member States of Eastern Europe, showing the existence of an East-West divide in
terms of Lisbon performance. A more mixed picture is seen in southern Europe, however
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with a tendency to be below the EU average. As regions performing well above average are
all located in the northern half of Europe (the southernmost regions in this category are lo-
cated in Switzerland) the existence of a North-South divide is also eminent. The following
map (Map 2) presents an overview of these findings.

- Regionalised Lisbon performance
el based on 5 aggregated indicators:

— Productivity (GDP/person employed; 2002)
e — Employment rate (Employed population /
population aged 15-64; 2003)

o — R&D Expenditure (% of total GDP; 2001)
— R&D Business Enterprise Sector (BES
R&D personnel/1.000 active persons; 2001)
— Highly educated population (% total pop.;
==t 2002)
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The general picture in terms of the combined indicators shows highest competitiveness lev-
els - in Lisbon terms - in the main metropolitan and industrial centres of Europe. The old in-
dustrial regions currently in the process of restructuring are however not part of this group. In
addition, a number of less urbanised areas, for example in northern Europe, also exhibit high
performance levels.

@ EuroGeographics Association
for administrative boundaries

Regional level: NUTS 2

Origin of data: ESPON 2.4.2 BBR,
own calculations

N\cuw

Source: ESPON database

It is important to note that the findings presented above give a picture at an aggregated level.
Regions performing below average on aggregate may well be ahead in the field of some of
the respective indicators and vice versa. The overview does however illustrate the overall
geographic tendencies and trends within the varied landscape of regional performance to-
wards economic growth and jobs.

When looking in more detail at the separate elements and policies that together form the Lis-
bon ambitions in relation to innovation and the knowledge economy, some valuable observa-
tions can be made.

In relation to innovation, research and technology development, for Europe as a whole
R&D expenditure has been more or less stagnant since 2001 at a level of 1.9% of GDP. This
is well short of the Lisbon target of 3%. Within the EU relatively high R&D spending is con-
centrated in a limited number of regions, mainly located in the so called Pentagon area (i.e.
the area cornered by London, Paris, Milan, Munich and Hamburg), with some additional re-
gions in northern and southern Europe. Around 35 regions meet or exceed the 3% target, to-
gether accounting for 45% of the total R&D expenditure in the Union. As a consequence a
large majority of the EU’s regions has R&D intensities (well) below the 3% target.
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This picture of higher investment in R&D activities concentrated in a limited humber of re-
gions is confirmed when looking at the regional distribution of research and innovation infra-
structures. Presently 40% of the leading research institutes and universities, 46% of recog-
nised Science Parks and 25% of Business Innovation Centres are concentrated in only 4% of
the EUs regions. In contrast, 76% of EU regions contain none of these. The leading regions
are almost exclusively located in the EU-15 countries, whereas research and innovation
structures in new Member States are thinly spread. For the EU in general, research collabo-
ration and knowledge transfer between public research organisations, like universities, and
industry is still sub-optimal. However, examples of successful collaboration in the knowledge
— public sector — commerce triangle present in several parts of the EU.

The importance of entrepreneurship in the innovation process has often been stressed. In
particular, the step of transforming knowledge (innovation input) into new and marketable
products and services (innovation output) is one that requires strong business involvement.
SMEs play a central role in this process. Close cooperation and exchange of knowledge and
experience between ‘knowhow’ centres and SMEs play an important role in this process.

The entrepreneurial climate in Europe is perceived to be unfavourable, notably compared
with the United States and Japan. Lower rates of new entrepreneurial initiatives, less firm
growth and more adversity towards risk-taking are noted. Despite its primordial importance
for the European economy, entrepreneurship is not a preferred career option for most Euro-
peans. As many as 60% of EU citizens say that setting up their own business has never
even occurred to them.

This contributes to the so called ‘innovation gap’ between the EU and the US, which is indi-
cated by a relatively weak performance of the EU in terms of development of new products
and services and patents. Causes for the lacking entrepreneurship in Europe include the
relatively high burden of rules and regulations imposed on businesses, the limited availability
of finance for business initiatives and the perceived severity of the (legal, financial and social)
consequences in case of business failure.

Today SMEs already account for approximately 66% of private employment and 57% of
value added in EU-25. They comprise all types of firms ranging from one-person businesses
to cooperatives. Some SMEs offer very traditional services or craft products, many others are
fast-growing high-tech companies with strong innovation potential.

However many existing SMEs face difficulties, in particular when it comes to developing in-
novative products and services. These include difficulties regarding access to information,
networking and partner-finding, difficult access to finance, the need for better qualified staff
and the need for advice and support services for the development of the SME company.

With respect to the information society, access to ICT has been recognised as an impor-
tant driver for the knowledge economy. In business, the ICT sector already experiences
higher than average growth rates in recent years. It is the most innovative and research in-
tensive sector in the EU, representing 25% of the total research effort (2000-2003). However,
the adoption of ICT applications in business remains relatively low, particularly in SMEs. The
overall contribution to the EU’s economic growth by ICTs was only half that observed in the
UsS, in 2003.

When looking at ICT penetration rates, significant differences occur across the EU territory,
varying between Member States from 20% to 70% of households having internet access. But
differences in penetration also occur within Member States, where Objective 1 regions tend
to have lower coverage (on average only 30%), while urban areas are well ahead of rural ar-
eas (90% vs 60% in the EU-15).

Since the 1990s, significant progress has been made in employment across Europe. By
2003, the overall employment rate for the EU was up to 64.3%, however still a long way from
the Lisbon target of 70% employment by 2010. Also participation in the labour market of
women (56% in 2003) and of older workers (aged 50 and over, 41% in 2003) needs to be in-
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creased to meet the respective Lisbon targets of 60% and 50%. Within the EU considerable
differences in unemployment rates occur between Member States, with many of the new
Member States presently below the EU average. Regional and local authorities throughout
Europe are increasingly becoming involved in employment policy, most notably in the frame-
work of local employment development (LED).

To increase the productivity and competitiveness of the knowledge economy, Europe also
needs to invest in human capital and education, to assure the availability of a well-
educated, skilled and adaptable workforce that is able to embrace change. This applies to
both high- and low-skilled positions and to both manufacturing and services. It is also neces-
sary to attract and retain the best scientific brains in the world by offering them suitable cir-
cumstances to work and live. Education and training systems must be improved so that
enough young people are graduating with the appropriate skills and to reduce the number of
early school leavers. On average in the Union (2002), 23% of males and 20% of females in
the 25-64 age range hold a higher education qualification (i.e. over secondary education), a
figure well below that for Japan (36% of males and 32% of females) and the United States
(37% for the overall population).

3.3.3 Future trends and perspectives

Over the coming years Europe will need to make a considerable effort to achieve the Lisbon
target to become the world’s most competitive knowledge-based economy. In the field of in-
novation and knowledge economy the EU will have to invest in R&D infrastructures, the en-
trepreneurial climate and business innovation, as well as the use of ICTs.

Within the EU considerable disparities exist in these fields, between countries, cities and re-
gions. Many of them are trying to improve their economic performance in the context of the
Lisbon challenges. Nevertheless, this poses an additional challenge for the EU: to make sure
that the development towards the Lisbon goals takes place across its whole territory. The al-
ready strong regions of the EU can be motors of this development; however the process is
equally important in other EU regions. While Europe as a whole tries to catch up with its
competitors on the global scale, the lagging regions of Europe have to be supported to real-
ise their full potential, and contribute their share.

3.4. Environment and risk prevention: strategic context, state of
play and future trends

3.4.1 Strategic context

The European Union is committed to sustainable development, which involves protecting and
improving the quality of environment. Globally, that means safeguarding the Earth’s capacity
to support life in all its diversity, and respecting the limits of the planet’'s natural resources. An
EU-wide environmental policy makes sense, because all EU citizens are entitled to the same
level of environmental protection and all businesses are entitled to operate in the same com-
petitive conditions. However, a key principle is flexibility. Different national circumstances
should be taken into account as far as possible, and some decisions are best taken locally.

The environmental strategic context rests on several key EU agreements and policies.

In June 1998, the European Council in Cardiff stressed that environmental protection was to
be integrated into the definition and implementation of all Community activities and policies
and that there was a need to evaluate the environmental impact of Commission proposals. A
major step was then achieved by the European Council in Gothenburg in June 2001, during
which a strategy for sustainable development (SDS) was agreed. It completes the Union's
political commitment to economic and social renewal by adding a third environmental dimen-
sion to the Lisbon strategy, and establishes a new approach to policy making. This approach
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is based on the principle that the economic, social and environmental effects of all policies
should be examined in a coordinated way. It also takes into account the need to improve pol-
icy coordination at the level of the Member States, to achieve better policy coordination in the
Union, and to build an effective review of the Sustainable Development Strategy. The Euro-
pean Council of June 2006 adopted an ambitious and comprehensive renewed SDS for an
enlarged EU. It builds on the Gothenburg strategy of 2001 and is the result of an extensive
review process that started in 2004.

The selection of important environmental themes for interregional cooperation derives both
from the review of the EU Sustainable Development Strategy, and from the 6™ Environmental
Action Programme (EAP) 2002-2012, which constitutes the main basis for EU action. Al-
though the EAP builds on 30 years of activity, which have already delivered a wide range of
benefits (i.e. much cleaner air and water, better management of waste, more environmentally
friendly products), huge challenges remain. The European Council has, as a first step, sin-
gled out a number of objectives and measures as general guidance for future policy devel-
opment in four priority areas: climate change; nature and biodiversity; environment, health
and quality of life; and natural resources and waste.

A short overview of these four priority areas is set out below:

- Climate change is a major challenge for this decade and beyond. The EU’s long-term ob-
jective is to prevent the global temperature from rising by more than two degrees above the
level of the pre-industrial era. The objective is to reduce greenhouse gases to a level that will
not cause unnatural variations of the Earth's climate. In the short-term, the European Union's
aim is to achieve the objectives of the Kyoto Protocol , i.e. to reduce greenhouse gas emis-
sions by 8% by 2008-2012 compared with 1990 levels.

- Protecting nature and biodiversity: a healthy natural environment plays an important role
in our economy and helps improve the quality of our lives. It provides a number of ecological
services such as providing a quality water resource, flood protection and storage. Safeguard-
ing these ecological functions has important environmental and economic benefits. (e.g. al-
lowing space for wetlands along river flood zones to absorb excess water is more cost-
effective than building expensive hard engineering flood barriers).

- The quality of the environment has a direct impact on the health and the quality of life
of European citizens. Diseases caused by environmental factors are on the increase. The
EU goal is to deliver an environment which is not harmful to health and which maintains our
present quality of life. The objective described in the Communication in this field is to achieve
a quality of the environment which does not give rise to significant impacts on, or risks to,
human health.

- Management of natural resources and waste

The overall strategy is to use natural resources efficiently. It is important to prevent waste,
and what cannot be prevented as such has to be re-used, recycled and recovered as much
as is feasible, with landfill being only the last option. In this respect, the objectives are two-
fold: to ensure that the consumption of renewable and non-renewable resources does not
exceed the carrying capacity of the environment; and to achieve a decoupling of resource
use from economic growth. This is to be achieved through significantly improved resource ef-
ficiency and the reduction of waste.

Moreover, these four main axes under the 6™ Environmental Action Programme are further
supported by seven thematic strategies on air pollution, prevention and recycling of waste,
protection and conservation of marine environment, soil protection, sustainable use of pesti-
cides, sustainable use of resources and urban environment.

These strategies are directed towards all types of national, regional and local actors that can
contribute positively to maintaining a safe and sustainable environment.
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3.4.2. State of play

For the purpose of this Interregional Cooperation Programme, it is relevant to analyse the
present state of the EU’s progress towards promoting a sustainable development of its terri-
tory, and in particular to do this in connection with the situation at national and regional lev-
els. The issue is particularly complex because of the great variation in environmental factors
affecting different regions across the EU.

The issues that are addressed in this analysis relate to:
e natural and technological risks,
e water management,
e Waste prevention and management,
- biodiversity and preservation of natural heritage,
e energy and sustainable transport,
e cultural heritage and landscape.

Each of these issues are analysed below:

- Natural and technological risks

Hazards are natural extreme events or technological accident phenomena that can lead to
threats and damages among the population, the environment and/or material assets. Re-
gions are exposed to hazards in varying degrees, placing them in different “natural risk posi-
tions”.

The range of natural hazards that affect the development of regions within the European Un-
ion is wide. It includes phenomena such as floods, forest fires, precipitation deficit/drought,
extreme temperatures, winter storms, earthquakes, avalanches, landslides, tsunamis and
volcanic eruptions. Their occurrence is more and more frequent, partly due to climate
change, which has a high impact on some, notably floods, forest fires, drought, avalanches,
storm surges and extreme temperatures. The cumulative effect of these hazards is a con-
straint for territorial competitiveness.

Southern European cities are increasingly confronted with water shortages and heat waves.
A large number of regions, in particular in the Mediterranean Basin, have faced drought in
the past decades. East European countries have experienced the highest number of floods
during the last 15 years compared with the rest of Europe.

Two of these natural phenomena, namely floods and forest fires, deserve specific attention
considering their relatively high occurrence in recent years.

The number of floods in the EU-27 has increased every decade since the 1960s, while at the
same time the costs associated with them have risen substantially, partly as a result of built-
up areas continuing to expand in areas prone to flooding. If this continues, it could increase
the frequency and scale of flood disasters because of its effect in reducing the amount of wa-
ter that the soil can absorb. On top of this, climate change is likely to lead to more extreme
weather patterns and itself increase the frequency of floods. At present, 7% of people in the
EU-27 live in areas at high risk of flood. This proportion varies from around 2% in Denmark to
12-13% in Austria and Slovakia. In 44 of the 1275 NUTS 3 regions for which data are avail-
able, over 20% of the population is at risk. Thirty of these regions are in Germany, 5 in Aus-
tria, 3 in Italy and 2 in Spain, France and Romania.

Forest fires, which can cause considerable damage in environmental terms, e.g. by the de-
struction of fauna and flora, can be natural phenomena (e.g. self ignition, lightning, etc.) but
the ignition of most of them is caused by human factors (for example, risks increase with
population density and road density). The trend of increasing fire occurrences seems to be a
clear consequence of the changing rural and urban space due to economic transition. Un-
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precedented numbers of catastrophic fires and areas affected by fire, especially in south
European countries, have been observed over the last 15 years. The areas with the highest
potential for forest fires lie in the Mediterranean, parts of Romania and Bulgaria, and in some
hot spots in central Europe.

In addition to providing emergency aid (through the European Union Solidarity Fund created
after the devastating floods that hit central Europe in August 2002), there is a need to be able
to respond to the likely repetition of disasters linked in part to the negative effects of human
activities on the environment, in particular the accelerating pace of climate change. There is
a need to consolidate European solidarity to meet these challenges. The Member States and
the Commission will therefore have to further develop their initiatives in this field through bet-
ter coordination and prevention. Financially, prevention is preferable to repair, as a disaster
can completely destroy the results of substantial investment in a region’s development.

In addition to the natural hazards described above, technological — or man-made — hazards
pose threats to human health and well-being and the environment. Technological hazards
can have very long lasting, “non-natural” effects (e.g. oil spills and nuclear fallout). They in-
clude a wide range of hazards such as industrial pollution and accidents, maritime transport
accidents, toxic waste spills, nuclear activities and radioactivity.

The following map (Map 3) presents an overview of the regionalised hazard exposure:

Degree of hazard exposure
as an aggregate of 7 indicators

Natural hazard:

— Flood events (Regional average number of
flood events) -

— Forest fires (Number of fires 1998-2002) -
— Winter storms (Probability of having winter
storms)

— Earthquake hazard potential (Mean value of
grid points inside NUTS 2 boundaries) -

— Volcanoes (Number of all volcanoes in
NUTS 2 area) -

Technological hazard:

— Oil hazards (Average of 3 indicators: har-
bours, pipeline, refineries) -

— Risk of radioactive contamination (Distance
from nuclear power plants) -

- Water management

Concerning water, the picture is characterized by the numerous and increasing pressures on
resources. 20% of all surface water in the European Union is seriously threatened with pollu-
tion, 60% of European cities overexploit their groundwater resources and 50% of wetlands
have “endangered status” due to groundwater over-exploitation. Besides, the area of irri-
gated land in southern Europe has increased by 20% since 1985. The European response to
these problems rests basically on the Water Framework Directive which expands the scope
of water protection to all waters, and sets a clear objective that “good status” must be
achieved for all European waters by 2015. The Directive also promotes a single system of
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