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	COMMISSION OF THE EUROPEAN COMMUNITIES


European Union Strategy for the Baltic Sea Region

An integrated framework that allows the European Union and Member States to identify needs and match them to the available resources through co-ordination of appropriate policies, thus enabling the Baltic Sea Region to enjoy a sustainable environment and optimal economic and social development.

ANNEX 2 

ALIGNMENT OF FUNDING
ALIGNMENT OF FUNDING
According to one of the principles of the EUSBSR no new funding is provided at the outset for its implementation. Instead, existing funding opportunities need to be better utilised for the purpose of the Strategy. The strategy is therefore relying exclusively on these existing sources of funding to finance its prioritised actions and Flagship projects. These sources may include Structural and Cohesion Funds, other EU funding (e.g. rural development funds, fisheries, external action, research and environment funds), national, regional and local funds, banks and International Financial Institutions, NGOs and other private sources. It is of primary importance to raise awareness of those in charge of existing funding possibilities to the added benefits of supporting projects and actions of the Strategy. Funding programmes and institutions in the region need to actively pursue the goals of the Strategy and subscribe to financing its projects.
To match the jointly agreed priorities in the Strategy with existing funding instruments is a key objective if the implementation process is to be successful. It is important to make sure that the objectives of the Strategy are reflected in the relevant funding programmes and that a proactive approach is adopted with the aim to ensure that financial solutions are found for the priorities in the Strategy. It is also important to further develop the linkages and complementarities between the different funding mechanisms. Each funding decision should not be seen in isolation but rather as part of a bigger picture where a number of funding decisions jointly contribute to realising the priorities of the Strategy. Such a coordinated approach will also increase the added value of the individual funding decisions and reduce the risk of duplication.   

In addition to project funding, the question of the availability of technical assistance money for covering running costs involved with the Strategy on the parts of Priority Area Coordinators and Flagship Project Leaders (e.g. hiring additional coordinators, project preparation costs, travel and meeting costs) has been widely discussed during the early implementation phase and is likely to gain in importance as Strategy-related activities grow in scope. A questionnaire to PACs on Priority Area needs was developed by DG Regional Policy. The results show that technical assistance costs pose a challenge to many PAs and FPs and may reduce the amount of activities carried out. The Commission is therefore investigating various options to solving this challenge, including the possibility of creating a Trust Fund for the Strategy in cooperation with the EIB, and will raise the issue in a forthcoming meeting with the NCPs in late September.

1. EUROPEAN REGIONAL DEVELOPMENT FUND PROGRAMMES

The Structural Funds represent a very significant part of funding flowing into the Region. Since the various actions and projects included in the Action Plan that accompanies the Strategy are very often in line with the objectives of the Operational Programmes (OP) in the Region, and would be eligible for funding by those programmes, it is of great importance to further develop the link between the implementation of the programmes and the Strategy. This has been done both through joint activities where practitioners from different Member States come together to develop good practice in aligning the programmes to the Strategy as well as through bilateral discussions between the Commission and individual countries/programmes. 

The lessons learned from the process of aligning the Structural Funds programmes to the Strategy can also be used for other financial instruments especially those with decentralized management.

 1.2. JOINT ACTIVITIES

The Lab Group. In order to support the programmes in identifying their role in the Strategy implementation and define operational responsibilities, management challenges and potentials, the INTERACT Programme established the Baltic Sea Strategy Laboratory Group in January 2009. The Laboratory Group is coordinated by INTERACT Point Turku. The Baltic Sea Strategy Laboratory Group is an informal working group consisting mainly of program practitioners from the Member States involved. The group is set up to seek operative solutions to identified points that will imply consequences on practical program management. The group met 6 times during 2009 and organised a major conference in Riga where both representatives from the Managing Authorities and the Priority Area Coordinators participated to discuss good practice in aligning funding to the Strategy.

The Network on Funding and Financing the EU Strategy for the Baltic Sea Region initiated by the Lithuanian Ministry of Finance is also contributing to the work on developing new solutions on how to fund the priorities in the EUSBSR.
In order to facilitate the alignment of Structural Funds Operational Programmes with the EUSBSR, DG Regio has prepared a Reference Document, with detailed recommendations with regards to …., labelling, selection criteria and the recommended content of the annual implementation report (AIR) on the EUSBSR. This document was sent to all the Managing Authorities of the relevant Member States.
1.3. ACTIVITIES IN INDIVIDUAL PROGRAMMES

All European Regional Development Fund Programmes in the Baltic Sea Region have been asked to describe in their annual implementation report (AIR) how they have contributed to the implementation of the Strategy. The information included in the reports creates a better understanding of how the programmes are linked to the Strategy and provides a more complete picture of what is already being funded. Since the different Member States have adopted a variety of approaches on how to better connect the ERDF programmes to the Strategy, there is also a big potential for learning from each other and adopting good practice used in other countries. 

The direct funding of Flagship Projects has so far only happened through programmes under the European Territorial Cooperation strand while the programmes under the Convergence and Competitiveness strands have supported the Strategy more indirectly through the funding of projects that are in line with the objectives of the Strategy. 
There is no uniform system in place on how the inventory should be conducted or which criteria should be used when deciding on which projects contribute to the Strategy. As a result of this, the provided data is often non-homogeneous and non-workable (e.g. the Latvian figures appear excessive). Further harmonisation of the methodologies used is necessary in order to provide more reliable data. 

1.3.1. European Territorial Cooperation. 
The Transnational Baltic Sea Region Program has been the most active program in funding Flagship Projects included in the EUSBSR. The program is currently financing twelve Flagship Projects or parts of Flagship Projects. Projects have been asked to describe their links to the Strategy in the application form. Flagship Projects applying for funding are asked to provide a letter of commitment issued by the relevant Priority Area Coordinator. A new quality assessment criterion has also been added, giving extra priority to Flagship Projects or projects related to the Strategy. 
Most of the cross-border programmes have conducted an inventory of their project portfolio and labelled the projects that are supporting the Strategy. The cross-border programmes have also provided information about the Strategy through websites and newsletters. The two programmes involving most Member States, the Central Baltic (4) and South Baltic programmes (5) have had the most direct links to the EUSBSR. The Central Baltic program has partly funded one of the Flagship Projects (VOMARE, cf. PA14); it has also decided to include a new input field into the application form where project applicants are asked to explain if and how their project is supporting the Strategy. The South Baltic program, which has co-financed one of the sub-projects of Flagship Project 9.7 "Hardwoods are good", has been actively promoting the links to the Strategy in all contact with potential beneficiaries and a special working group has been formed to discuss and suggest further measures to be implemented.  

1.3.2. Convergence and Competitiveness programmes
The results listed in the reports describing the activities in the cohesion and competitiveness programmes are quite mixed and it is therefore difficult to present a unified picture of how the different Member States have chosen to align the work of their programmes to the Strategy. Most countries have done an inventory of already funded projects to estimate how many are supporting the implementation of the Strategy ("labelling"). This is then presented either in the form of project lists or in figures showing how big a percentage of the total amount that is going to projects supporting the objectives of the EUSBSR. Sweden, Lithuania, and Denmark have not been able to produce this information for 2009 but they have all set up monitoring systems so that the information should be available for the 2010 report. The result in the four Member States that provide data shows that a considerable amount of already funded projects do support the implementation of the Strategy. Most countries have also listed examples of projects that are especially relevant to the implementation of the Strategy. 
To start the discussions on the alignment of Structural Funds programmes with the Strategy, DG REGIO together with the Swedish Economic and Regional Growth Agency (Tillväxtverket) and the Lithuanian Ministry of Finance organised a conference "Baltic Sea Strategy: implementing the Cohesion Policy in the regions" in June 2009 in Visby (Sweden), which was dedicated to the discussion of the possibilities to use the EU Structural Assistance and the role of the EU Structural Assistance Managing Authorities implementing the EUSBSR.


Most of the Member States either have modified, or plan to modify, their programmes to include a reference to the Strategy. Sweden is so far the only Member State that has introduced a new selection criteria giving priority to projects that are directly linked to the Strategy. Lithuania is planning an evaluation with the aim to asses the possibilities of the Structural Funds programmes to implement the Strategy. In Germany and Poland only the coastal regions have so far been fully involved in the Strategy. In Poland, however, there has been a willingness of other regions without direct geographical proximity to the Sea to associate themselves with the Strategy. A short summary of each country's AIR(s) is presented in the following chapter, underlining only the main messages. It has to be noted, that this was the first exercise in reporting on the Strategy in the context of the Operational Programmes, and that the AIRs cover the year 2009 – with only a few months of EUSBSR related activities.
1.3.2.1 Summary by country
Denmark

The EUSBSR is a recurrent item on the agenda for the Monitoring Committee meetings in Denmark. The ERDF Programme "Innovation and Knowledge" is implemented at the regional level on the basis of the regional business development strategies (one for each of the five regions and one for the Baltic Sea island of Bornholm). These strategies are currently being updated (which happens on a three-year basis), and the Managing Authority has encouraged the regional growth forums to give adequate attention to the incorporation of the EUSBSR. 

Further measures implemented or considered concern the adjustment of the monitoring system and the promotion of the EUSBSR through information on the homepage for the Structural Funds programmes and related communication events.

No detailed reporting is provided in the AIR 2009, but it is foreseen to include a dedicated chapter in the AIR 2010 and onwards, based on the consolidated reference documents of early 2010.
Estonia
Estonian authorities have started to develop national criteria to assess the impact of the co-funded projects to the EU Baltic Sea Strategy. Managing authorities and implementing bodies have introduced preliminary shares at which the co-funded measures contribute to the EUSBSR and the labelling exercise is ongoing. Links with Priority areas are made and thus it is possible to determine the amount of funding that the national authorities consider to be used for the purposes of the EUSBSR. Estonian authorities consider that the OPs mainly support Priority areas 1, 5, 7, 8, 12 and 14. Ca 525 million Euros (from 1100 Million EUR total) are reported as commitment to strategy-related projects and 67 million (out of 407 Million EUR) have already been spent.
In addition, the Managing Authority has taken steps to reflect EUSBSR in the texts of the OPs through modification proposals. 
Examples of emblematic projects funded under the OP are given. For OP Economic Environment, these include reconstruction of Rail Baltica, Via Baltica road Pärnu Bypass and projects on E20 road. For OP Living environment, no specific projects are reported for 2009, but EC has received major project application for "Multi-functional ship for oil spill response" in this year. (Project adopted in 2010).
Finland

The initial labelling of the projects supporting the EUSBSR in the four Finnish OPs was done in autumn 2009. According to the labelling, 19.3-52.6% of the committed financing in the programmes is distributed to the projects supporting the strategy. The methodology of the labelling exercise is not described. 

The contributions in the AIRs 2009 are mostly describing the background of the strategy and stay superficial without details. There is a commitment to continue reporting in the forthcoming AIRs. The MCs of November 2009 and May/June 2010 discussed the strategy. A sentence regarding the EUSBSR has been added to the OPs, but the selection criteria hasn't been changed so far. The Commission underlined the need to assess by the end of 2010, if the changes to the programmes are necessary.     

Germany

The reporting on the Operational Programmes' contribution to EUSBSR in the German AIRs for 2009 is limited. Moreover there are not a lot of elements to report on according to the Bundeslander, since the implementation of the strategy has only just begun. The relevant chapter of the AIRs (in the Lands which are more or less involved in the strategy – costal regions) is descriptive and shows a similar approach across the reports: it is mentioned that the Lands have strong contacts with other Baltic Sea regions or countries already for years and that the strategy of their OPs automatically contribute to the Baltic Sea Strategy.

Latvia

Latvian authorities consider that their OPs mainly support Priority areas 1, 2, 3, 4, 5, 7, 8, 10, 11 and 12. 
According their estimate, Latvian authorities consider, that in OP "Entrepreneurship and Innovations" 97.87% or EUR 1057,50 million of total funding is available for projects contributing to implementation of BSS. In total 291 projects contributing to the Strategy have been contracted, while in the OP "Infrastructure and Services" 96.22% or EUR 3848,88 million of total funding is available for projects contributing to implementation of BSS, and in total 1167 projects contributing to BSS have been contracted.. No specific examples of projects given. 

OPs have been modified to include reference to EUSBSR (modifications not yet finalized); for project monitoring the existing implementation and monitoring mechanisms are used not to increase the administrative burden.
Lithuania

Three of a total of four EUSBSR priorities (except of increase of security) are eligible for the EU Structural Assistance. In the first half of 2010 it is planed to perform an evaluation of the EU Structural Assistance 2007-2013, that will aim to assess the possibilities to implement the EUSBSR. Some of the major projects foreseen in the OPs are also indicated as flagship projects in the Stratgy's Action Plan (e.g. Rail Baltica, Via Baltica, etc.). 

No quantitative reporting was provided in the AIR 2009, however it is planned to establish a EUSBSR National implementation analysis and monitoring system in 2010, that would allow this type of reporting in the future. 

Poland

The two most important sectoral programmes for which information has been reported are the OP Infrastructure and Environment and Innovation respectively. Both of these programmes cover investments supported throughout the entire territory of Poland.

The OP Infrastructure and Environment contributes to the strategy's first pillar, in particular through its priority axis on water and sewage management. Investments which are part of river basins which flow into the Baltic Sea can be financed under this axis. The programme also contributes to the realisation of the strategy's third pillar (making the Baltic Sea an accessible and attractive place) by financing investments in the fields of improved transport links and increasing the efficiency and security of energy markets. To date 350 relevant projects have been identified.

In the OP Innovation, 1,919 projects have been identified as being in line with the Strategy. The main priority axes of the programme which are contributing include R&D in new technologies, R&D infrastructure, venture capital, investments in innovative enterprises as well as the dissemination of innovation.

With regard to the regional Operational Programmes, those of the three coastal regions are of particular significance, given the geographical proximity to the Baltic Sea of the projects being implemented. For example, the annual implementation report for the Zachodniopomorskie region lists 262 relevant projects. The main sectors supported were innovation and investment support for SME's, business support and services, road and rail transport, investments in tourism services and health and social infrastructure.

A positive feature of the regional involvement in the Baltic Sea strategy is the additional willingness of a number of other regions within Poland which are not in direct geographical proximity to the sea, to be associated with the Strategy. Several of these regions have therefore also reported on strategy implementation in their annual implementation reports.

The importance of creating synergies between Cohesion policy and other policy areas and their respective financial instruments has in particular been highlighted by Poland. These include policies such as agriculture, research and maritime policy.
Sweden

All three Monitoring Committees have during the autumn 2009 decided to include new selection criteria linked to the EUSBSR in all eight regional operational programmes. In addition, the Managing Authority has been requested to, during spring 2010, report to the Monitoring Committees on what could further be done to enhance the contribution of the programmes to the implementation of the strategy. The Managing Authority has initiated this work. All programmes contribute mainly to the implementation of the priority areas within the pillars: "Increasing the prosperity within the area" and "Increasing the accessibility and attractiveness".

For the eight regional operational programmes, approx. 70% of the funding so far decided has gone to projects within the areas research and technical development, innovation and entrepreneurship and approx. 14% of funding decided has gone to transport projects. These areas have a clear link to the above mentioned pillars.  So far, there has been no funding decided for projects with a direct link to any of the identified flagship projects of the EUSBSR.

2. INTERNATIONAL FINANCIAL INSTITUTIONS

The two financial institutions most actively involved in the implementation of the Strategy have been the European Investment Bank (EIB) and the Nordic Investment Bank (NIB). Both have participated in the Financial Expert Group coordinated by the Interact office in Turku. They have also participated in some of the Priority Area meetings where major investment projects are being discussed, such as Transport and Energy. Cooperation has also been initiated with the transnational program for the Baltic Sea Region with the aim to find transnational projects with investment needs that could be financed by bank loans.  

The EIB Contribution is based on the following elements (1) its lending activities in EU Member States, EFTA and Eastern Partner countries; (2) its project preparation, funding and policy advice together with partner institutions through JASPERS, JESSICA, JEREMIE and EPEC; (3) close cooperation with other IFIs in lending activities, technical assistance and policy formulation; (4) participation in the Financial Expert Group (FEG) for the EUSBSR; (5) development of additional elements for Technical Assistance; (6) EIB participation in relevant Northern Dimension fora. Close cooperation with DG Regional Policy is another core element in the EIB’s contribution to EUSBSR.

3. OTHER FUNDS
Projects within the Strategy have also been funded from several other financial instruments from the EU as well as from national and regional budgets. There has not been any systematic work on the aligning of non structural funds to the Strategy apart from increased information on the possibilities. Discussions have, however, been initiated with DGs Employment, Social Affairs and Equal Opportunities and Agriculture and Rural Development to carry out similar exercises as those that have been done with respect to the regional development fund.    

Other EU instruments funding parts of the EUSBSR include the LIFE+ program that has co-funded several initiatives within the Environment pillar. Also the TEN-T has funded a study on the present and future transport situation in the Baltic Sea Region. DG Maritime Affairs and Fisheries has financed a pilot project on integration of maritime surveillance in the Northern European Sea basins that provides important input to several of the Priority Areas. 

The BONUS 169 program deserves special mentioning since it is an initiative specifically tailored for producing and implementing 'fit-for-purpose' regulations, policies and management practices in the Baltic Sea Region. Its main objective is to provide an effective response to key challenges in the Region in relation to environmental protection and sustainable development, tourism, aquaculture, food safety, maritime transport and socio-economic issues. Half of the 100m€ funding planned for BONUS-169 will come from the EU Commission’s Research Framework Programme and half from national funding agencies in the Baltic Sea countries. 

The Nordic Council of Ministers (NCM) and SIDA have both played a very constructive role in the implementation process. They have combined an active role within some of the Priority Areas with the organisation of information events as well as funding of Flagship Projects. NCM has mostly funded projects that they can contribute to directly, while SIDA has provided seed money to several projects in the start-up phase. 
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