REPORT FROM THE EUROPEAN COMMISSION

THE IMPLEMENTATION OF THE EU STRATEGY FOR THE BALTIC SEA REGION

1. INTRODUCTION

The EU Strategy for the Baltic Sea Region
, endorsed by the European Council in October 2009, responds to the key challenges facing the Region, which no country can solve on its own. It provides a focused macro-regional framework for improving the environmental condition of the Baltic Sea. The Strategy addresses, among other concerns, transport bottlenecks at the external borders, insufficient energy interconnections and the challenges arising from increased oil transportation at sea. Through a detailed Action Plan, it sets out 15 Priority Areas and 80 concrete Flagship Projects across the four pillars ‘Environment’, ‘Prosperity’, ‘Accessibility’ and ‘Safety and Security’. The Northern Dimension, a common policy of the EU, Russia, Norway and Iceland, provides the basis for external cooperation on the Strategy.

2. KEY POINTS

One year into the implementation phase, the Strategy shows the following results:

· New projects created and financed in response to the needs identified in the Action Plan. 
Within the Environment Pillar these include:

· BalticDEAL that works with farmers across the Region to reduce eutrophication; 

· BALTADAPT that paves the way for the first regional climate change adaptation plan; 

· InnoShip, which uses knowledge- and innovation-based approaches to reduce ship and port emissions; 

· CleanShip, which rewards clean ships in the shape of a 'Clean Baltic Sea Shipping' flag;
· Ecovillages, which develops ways of supporting sustainable rural living;
· More new projects can be expected in the nearer future. For instance the project 'LNG infrastructure of filling stations and deployment in ships" was submitted to the European Commission's TEN-T Programme in August 2010.

In the Prosperity Pillar of the Strategy, new projects include StarDust that aims to set up a joint innovation programme for the Region; BATMAN that will develop solutions for using manure for the production of renewable energy or organic fertilizers; and BSHR Health Port that will address key bottlenecks in health care innovations, such as inadequate procurement practices or insufficient commercial exploitation of good solutions proposed by health research.

In the Accessibility Pillar, a new project on connecting the transport networks in the Baltic Sea Region will bring the major cities along the Rail Baltica Growth Corridor into closer collaboration; while in the Safety and Security Pillar a project on maritime training has been established in order to provide young people with attractive prospects for careers in maritime professions. 
· New momentum to existing projects across the four pillars. 
· Within infrastructure planning like the Baltic Energy Market Interconnection Plan (BEMIP), for instance, there is today added focus on those priorities that are identified in the Strategy's Action Plan. This is helping to secure a speedy integration of the three Baltic States in to the European energy market. 
· The Strategy is also working to ensure that the big science infrastructure investments, including the European Spallation Source in Lund and the high-energy PETRA III storage ring in Hamburg, are benefitting the entire Baltic Sea Region: A Flagship Project in Priority Area 7 on Innovation and Research is dedicated to ensuring that researchers and companies in the Baltic Sea States can take full advantage of these investments, for instance through research placements. 

· Another concrete example is the Flagship Project Baltic Master II in Priority Area 4 on Clean Shipping, which has recently developed a new sludge cart that allows more ships to deliver their waste at ports. 

· The creation of new macro-regional networks in areas previously dominated by national approaches. 
· The work done in Priority Area 13 on Sea Surveillance is one example. In addition to the new macro-regional steering group that brings national authorities together for the first time, individual Flagship Projects are also contributing to making regional cooperation more inclusive. Flagship Project 13.5 on promoting maritime training, for instance, has already established wider cooperation between universities and maritime authorities in the region. Tourism, Education, and the Single Market are three other examples of areas where there was limited or no structured macro-regional cooperation prior to the Strategy.
· The extension of networks in otherwise established areas
· To coordinate the Health Priority in the Strategy, the Northern Dimension Partnership for Health and Social Well-being (NDHPS), has for instance established cooperation with e-health organisations in the region to fully accommodate the aims of the Action Plan. As e-health was not previously a focus of the NDPHS, this new network contributes to making cooperation more integrated and inclusive.
· Macro-regional policy discussions 
· The forum BaltFish has been created to join regional forces in concrete projects for sustainable fisheries. 
· With regard to the revision of the TEN-T policy, the experts in the Region are developing a core TEN-T network as it is perceived from the Region itself, within the framework of Priority Area 11 in the Strategy. In terms of connections with neighbouring countries, the TEN-T "core" network will have to match with the network developed in the framework of the Northern Dimension partnership for transport and logistics.
· Moreover, significant steps have been taken to make the Integrated Maritime Policy (IMP) a reality for the Baltic Sea (see Annex 5 for more details on the implementation of the IMP with relation to the Strategy).
· In addition, leads have now been identified to all Flagship Projects listed in the Action Plan to ensure that the recognition of needs is followed up by the necessary work. As a result of the Strategy, there is thus now an organisation that is responsible for ensuring results for all the big priorities in the Baltic Sea Region. 

To maintain and expand these results, sustained high-level political momentum and pressure is necessary. There must continue to be a high level of ambition from everyone involved. Without continued efforts from all stakeholders, there will not be progress. The participation of private sector representatives, local and regional authorities, and NGOs in the Strategy must also be further encouraged and facilitated. 

In the months to come, the European Commission welcomes feedback from all interested stakeholders to this Annual Report. Based on the lessons learned, it will ensure that the Strategy’s Action Plan continues to address the developing circumstances in the Region. The political discussions foreseen under the Polish Presidency of the Council in the second half of 2011 is an opportunity for a more fundamental review of the Strategy. 
3. LESSONS LEARNED AND NEXT STEPS

While there has been significant material progress, we also intend that this report be a clear account of what still needs to be done to make the work a success. It is therefore important to set out the lessons learned and the next steps. 

As well as ensuring projects start, one of the main tasks during the early implementation phase has been to establish the necessary structures to allow the Priority Areas to be organised and to ensure that the Flagship Projects are launched. This task has to a large degree been completed. 

The Strategy has also used existing structures in a pragmatic and flexible way. When structures existed, they were included in the Strategy to further its objectives. HELCOM is closely associated in the Strategy's environmental tasks, and the Action Plans for HELCOM and the Strategy are mutually supportive. In Priority Area 10 on Energy cooperation, the BEMIP High Level Group has accepted to take on the role as Steering Group and plays a constructive role in monitoring progress and defining priorities within the area. Likewise, the Baltic Sea Task Force on organised crime is committed to furthering the objectives of the Priority Area 15 on Cross-border crime.

This work on setting up the structures for implementing the Strategy has been important. It has involved multiple actors, new roles, new responsibilities and the creation of new networks. The results of this early implementation phase now need to be consolidated and communicated. In addition, the process has inevitably been focused on the individual Priority Areas rather than on cross-cutting and cross-sectoral themes. Now that the Areas are up and running, increased focus should be given to ensuring an as inclusive and integrated Strategy as possible.

3.1. LESSONS LEARNED

On the basis of the first eight months of the implementation process, that are the focus of this report, a number of initial lessons deserve to be highlighted.

· The internal workings of the 15 Priority Areas differ significantly. The ease with which the Priority Area Coordinators have been able to identify the relevant networks and Flagship Project Leaders seems to a large extent to have depended on the maturity of regional cooperation within the area. Though there are exceptions, such as Priority Areas 11, 12 Tourism and 13, which swiftly succeeded in establishing new networks for cooperation, many Coordinators, including from Priority Areas 1, 8 and 12 Education, note in their implementation reports that network creation has been hard work. This challenge has been most strongly felt in Priority Area 14 on Maritime Accident Response Capacity, where the process of involving participants for meetings and leads for Flagship Projects has been more difficult than expected. It is therefore important to develop support, such as more input from the National Contact Points, and to investigate the opportunities for expert input, for instance from independent consultants, on practical tools for network creation. 

· It is also important that the new governance structures established in the Member States to coordinate Strategy activities are constantly evaluated and in line with the assigned tasks. Specifically, it is important to ensure that there is a shared level of ambition across the national actors, so that the momentum at the highest political level is transferred to all line ministries concerned.

· The availability of technical assistance funding to cover running costs has been raised as an important issue by some Priority Area Coordinators and Flagship Project Leaders. The absence of a centralised financing opportunity may limit the level of ambition of some areas and projects. It also makes the implementation of the Strategy more vulnerable to administrative savings and changes in political priorities, which reduce the human and financial resources allocated to the Strategy in various public administrations. While the Strategy comes without additional funds, the Commission will continue to work on identifying the extent of the needs and possible ways forward together with Member States, International Financial Institutions and the European Parliament. 

· The alignment of funding of the Structural Funds programmes with the implementation of the Strategy has generally proven to be more challenging than expected. There have been some notable exceptions to this, such as the South and Central Baltic programmes, the Baltic Sea Region Programme and the Swedish competitiveness programmes. The two latter have adopted a new selection criterion to give extra priority to projects that are or can be included in the Strategy. Other programmes have made an inventory of their existing projects to establish how many of them indirectly support the Strategy. However, the readiness to engage in dialogue on how to focus future funding in line with the Strategy's objectives varies, and there is insufficient discussion among the different programme authorities on finding complementarities with respect to their funding decisions. There is thus a need to secure stronger programme involvement in the implementation process in order to ensure that the best possible financial solutions are found for the priorities of the Strategy.
· In addition, the special characteristics of the Baltic Sea Region should be considered when formulating sectoral policies affecting the area, especially in the fields of economy, environment, finances, transport, research and education, transport, rural development, energy and regional and maritime development. It is also important to further integrate and coordinate the policy decisions that have implications for the future development of the region. The combined effects of the different sectoral policies should be taken into account when considering the policy options to choose in specific cases. This would lead to a more balanced development where sectoral policies reinforce each other and where the risk of counterproductive initiatives and measures is reduced. 

· Finally, the adoption and early implementation of the Strategy has been surrounded by considerable high-level political interest. This has been instrumental in securing momentum. As the Strategy has entered into a phase of consolidation, the focus has been more administrative than political. While this has been a necessary and logical development, the Strategy needs continued and strong political involvement in order to achieve its objectives, both in terms of securing sufficient resources and in terms of achieving policy dialogue and adaptation.  

3.2. NEXT STEPS
The lessons that can be drawn from the early implementation phase of the EU Strategy for the Baltic Sea Region suggest a number of important next steps regarding its coordination. 
First, to maintain high-level political pressure, platforms should be established for the region's leaders to engage in constructive dialogue on the implementation and future of the Strategy. Apart from using existing forums, such as the Northern Dimension structures, the Nordic Council of Ministers, the Council of Baltic Sea States and the Baltic Development Forum, separate Strategy events could be envisaged. 

Work should also be intensified on identifying and promoting cross-cutting links among Priority Areas and on fully integrating the Strategy's Horizontal Actions in the work of the individual Priority Areas. The participation of private sector representatives, local and regional authorities, and NGOs, should be further encouraged and facilitated.  

In addition, more work is needed to align different sources of funding to the Strategy, both with regard to Structural Funds and other EU, national and regional funding. A systematic approach to the alignment of policies should also be put in place to ensure that sectoral policies take due consideration of the specific characteristics of the region. So far, work on aligning policies at EU, national or regional level to the objectives of the Strategy is still in its initial phase. However, in many of the Priority Areas there are good practise examples to be found. As mentioned above, the Strategy has for instance fostered considerable efforts to achieving better coordination of the region's input to the future TEN-T process; and to developing a truly regional approach to fisheries management. To secure the future impact of the Strategy, a more coordinated approach on the alignment of funding and policy will be necessary.

The EUSBSR Action Plan will continue to be responsive to the developing circumstances in the region and the lessons learned during the implementation process. The political discussions foreseen under the Polish Presidency of the European Council in the second half of 2011 will constitute an opportunity for a more fundamental review of the Strategy. To ensure that the discussions will be as informed as possible, a more systematic monitoring and evaluation, possibly by independent consultants, could be envisaged.

4. REPORT ON THE FIRST ANNUAL FORUM [TO BE WRITTEN AFTER TALLINN]

ANNEXES TO THE REPORT
Five annexes accompany this Report:
Annex 1 documents the implementation process by presenting the status for the Priority Areas and by offering a walkthrough of the progress achieved in each action and each Flagship Project listed in the Strategy Action Plan. 
Annex 2 reviews the work on the alignment of funding with the Strategy, in particular with regard to the EU's Structural Fund programmes. 
Annex 3 summarises how the governance structure of the Strategy has been implemented during the early implementation phase.
Annex 4 looks at cooperation with non-EU Member States.

Annex 5 focuses on the Strategy's objective to constitute a first step towards the regional implementation of the Integrated Maritime Policy in the Baltic.
� The European Council, in its meeting on 29-30 October 2009, adopted the EU Strategy for the Baltic Sea Region (EUSBSR) – the first macro-regional strategy in the EU – and called on all relevant actors to act speedily and ensure its full implementation. The General Affairs Council on 26 October 2009 adopted detailed conclusions on the Strategy, inviting the European Commission inter alia "to report on the implementation of the agreed actions and the evaluation of the results, and make the necessary updates of the Action Plan, as well as inform the Council on a regular basis of the progress made". While the Council has requested a full report on the Strategy in 2011, this initial report has been drafted to present overall progress and first lessons learned from the period 1 November 2009 to 30 June 2010. An important feature of this report is that it is presented and discussed at the first Annual Forum of the EUSBSR in Tallinn on 14-15 October, with 500 stakeholders from the countries, regions, cities, and companies around the Region. Comments to the report made at this forum are included in the conclusion.
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