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Introduction

The Phare Cross Border Co-operation (CBC) programme has produced many positive results, since its
establishment in 1994 as a complimentary instrument and conjunction with the Interreg programme, in
the way of established dialogue and co-operation between a number of border regions of the European
Union and adjacent regions in countries in Central and Eastern Europe. It has contributed to economic
development in the border regions of these countries and gave the possibility to these regions to
become acquainted with procedures and practices of the Interreg programme.

In light of the new Interreg III guidelines, it has become of utmost importance to have a
complimentary financial instrument for the accession countries of the Baltic Sea Region (BSR) to
make cross-border, inter-regional and transnational co-operation in the BSR more coherent and co-
ordinated. The importance of this issue also lies in that at present the borders of Phare countries are
external borders, but after accession they will become internal borders of the European Union. Thus
the participation of the Phare countries in cross-border co-operation and the obtaining of experience of
the Interreg programme are significant steps towards EU membership.

The need to harmonise the rules and procedures governing the Interreg and CBC programmes has
been expressed by such co-operation bodies in the BSR as BSSSC, CPMR and CBSS, ministries,
representatives of the Associations of Local and Regional Governments and regions. Finally the
European Commission passed the decision to change the approach of the Phare CBC programme
starting from year 2001 - to let it become adjacent to all three strands of the Interreg III programme.
The Commission determined, that a common Joint Programming Document must be elaborated for the
use of CBC programme funds starting 2001 and would cover the main political directions of BSR co-
operation.

The Joint Programming Document for the Phare CBC programme for Estonia, Latvia, Lithuania and
Poland has been prepared as set out for Phare CBC in Article 7 of Commission Regulation (EC) No
2760/98 of December 18, 1998 concerning the implementation of a programme for cross-border co-
operation in the framework of the Phare programme (OJ L 345, 19.12.1998). The Joint Programming
Document follows the Guidance for the Joint Programming Document in the context of Phare/Interreg
Cross-border Co-operation and Guidelines for Interreg II1.

The main target of this document is to lay down the guidelines for the new Phare CBC programme, to
achieve better alignment with the Interreg programme, and to increase the capacity and knowledge of
the regions in Phare countries of the East BSR (E-BSR) to be able to benefit from the Interreg
programme and the EU structural funds in the future.

The new phase of the Interreg I1I programme will be implemented under three strands:

e Strand A - promoting integrated regional development between neighbouring border regions,
including external borders and certain maritime borders;

e Strand B — contributing to harmonious territorial integration across the Community;

e Strand C — improving regional development and cohesion policies and techniques through
trans-national/interregional co-operation.

The new Phare CBC programme will be adjusted to all of these strands and the background
information and analyses of previous cross border, trans-national and interregional co-operation
activities will be presented against the context of Strands A, B and C.

The present document includes a detailed description of the current situation in the BSR, the previous
experience of the Phare CBC programme and conclusions on its performance and contribution to the
development of the BSR. The description and analyses of cross border, inter-regional and



transnational co-operation activities in the context of Interreg III Strands A,B and C are given in the
background and serve as the base for conclusions, SWOT analyses and setting new priorities and
measures for the Phare CBC programme 2001 - 2006.

1. Background information
1.1.Description of the situation in the BSR as a whole

The Baltic Sea Region is situated at the north-eastern part of Europe. The BSR borders the Arctic
Ocean, the northern Atlantic Ocean as well as the North Sea. The Baltic Sea is the heart of the region
and is a vital route in northern Europe, which unifies the area and links the countries and people
surrounding it. This region is bound together by the sea, history, cultural heritage, economic action
and co-operation in many fields. 11 countries constitute the Baltic Sea Region: Denmark, Norway,
Sweden, Finland, Russia (Murmansk oblast, Karelia, St.Petersburg, Leningrad oblast, Novgorod
oblast, Pskov oblast, Kaliningrad oblast), Estonia, Latvia, Lithuania, Belarus, Poland, Germany
(Schleswig-Holstein, Hamburg, Mecklenburg-Vorpommern, Berlin, Brandenburg).

1.1.1. Population
The BSR population is 103 million with a total GDP of approx. USD 1000 billion.

Regional differences in population densities, economic development status, levels of infrastructure
supply, and recent history have led to corresponding differences in the settlement structure within the
BSR. Such differences are the most clear between the south-eastern part of the BSR (transition
countries), the belt constituted by Germany, Denmark, southern parts of Sweden, Norway and Finland,
and the northern (arctic) part.

In the south-eastern part, the most densely populated and economically powerful areas are located in
the deeper hinterland (Germany, Poland, Lithuania, Belarus). In contrast, the most densely populated
areas of the Nordic countries, Estonia, Latvia and the Russian part of the BSR are located in the
coastal zones. Similarly, major cities in some parts of the BSR are in the hinterland (e.g. Berlin,
Warsaw, Krakow, Katowice, Vilnius, Minsk, St.Petersburg), while they are concentrated along the
Baltic coastline in the Nordic part.

Low average population densities in Finland, Russia, Sweden, and Norway are influenced by vast
arctic areas in the north of these countries, which are almost uninhabited. Settlements of these
countries are concentrated at the coastline and at some river valleys, where population densities do not
differ significantly from other countries in the region. The southern coastal regions constitute the core
area of Nordic countries.

Population densities are also low in the Kaliningrad oblast, the Baltic States, and Mecklenburg -
Vorpommern. But settlement structures vary considerably: there are areas with high concentration
(Latvia with Riga area), but also more balanced areas (e.g Lithuania) '.

Three trends are evident in migration: (1) out migration from peripheral and rural areas and from
small/medium size towns to capital/large cities; (2) emigration and out migration from some large city
regions in E-BSR e.g. Tallinn and Riga (mainly emigration of Russian population), St.Petersburg (out
migration to rural areas due to acute economic reasons); (3) a large number of regions with very stable
populations e.g. in Belarus, Denmark and Lithuania.

The sparsely populated areas are handicapped by a lack of opportunities for economies of scale, few
centres of knowledge, great physical distances, and small internal markets. These problems are
exacerbated by the movement of population from north to south in the northern countries of the region
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(Norway, Sweden, Finland and Russia) and more generally to university cities/regions and
metropolitan areas’.

There is an increasingly ageing population in most Nordic countries, Germany and some Baltic States.
The opposite situation exists in several Russian BSR regions partially due to high mortality rates”.

An elderly population takes a high share in rural areas and declining industrial areas, whereas large
city regions, in particular those with universities and modern (knowledge based) industry, attract a
younger population®.

1.1.2. The settlement structure

The share of the population living in urban areas does not differ significantly in the BSR. The
difference is in the degree of concentration within the urban settlements.

Of the 75 million urban inhabitants in the BSR, 63 million live in towns with more than 10,000

inhabitants (20% of BSR urban population live in cities with more than a million inhabitants, 17,3% in
cities with 250,000 — 1,000,000 inhabitants)’.

Major urban centres with more than 500,000 inhabitants exist in most BSR countries: Minsk, Gomel
in Belarus, Copenhagen in Denmark, Helsinki in Finland, Berlin and Hamburg in Germany, Riga in
Latvia, Vilnius in Lithuania, Warsaw, Katowice, Lodz, Gdansk, Krakov, Wroclaw and Poznan in
Poland, Stockholm in Sweden, Oslo in Norway and St. Petersburg in Russia. In some countries the
second or third largest cities are around or below 100,000 inhabitants. Regional urban centres differ
quite considerably in size. These are very small sparsely populated areas such as in Latvia and Estonia
and in the northern part of the BSR. The regional urban centres are quite large in more densely
populated countries as Poland and Germany and the southern parts of Nordic countries.

The average urbanisation rate in the BSR is 73% and it varies at country level from 62% in Poland to
85% in Denmark and the BSR parts of Germany and Russia. The urbanisation process has been almost
completed in all countries of the BSR (except Belarus), but still a slight change of the balance between
urban and rural population (more than 1% per year) is observed.

During the last decades the western BSR (W-BSR) countries have been implementing regional
development programmes, creating new universities, research institutions and technological centres
especially in regions lagging behind. This has resulted in a more balanced spatial structure and
decreased level of migration to main urban centres. Whereas in the E-BSR countries the regional
development policies are under development and attempts to regionalise entrepreneurship
development schemes and business support services are at the starting phase. Thus the urban network
in E-BSR countries is rather weak in sectors related to private business and trade: chambers of
industry and commerce, important trade fairs, technological parks, major financing institutions and
services important for companies.

Deficiencies regarding the urban natural environment can be noted all over the BSR, although of
different degrees. A major problem has been the expansion of motor vehicle traffic in the more
developed parts. This has also begun in other parts. Other problems are: insufficient preservation of
open landscapes in the cities, lack of control of urban sprawl, an insufficient linking of urban spatial
development to public transportation systems, location of new urban developments disregarding
whether this helps to minimise traffic demand - especially motor vehicles. However, there are many
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examples of good practices in the BSR to solve these problems through concerted actions of different
authorities and the private sector (public-private partnership)’.

1.1.3. Economic indicators

The BSR has a significant role in the world economic system. In 1998 the Gross Domestic Product of
all 11 BSR countries together (incl. the whole of Germany and Russia) was some 40% of the GNP for
the EU. The size of the BSR market is equal to the market of Italy and slightly smaller than that of the
UK or France.

The markets of the E-BSR are growing fast, reaching levels of Asian “tiger economies” such as
Malaysia and Thailand. Some BSR countries reached growth rates in past years three times as high as
most other countries in the world.

The economic potential of the region is due to its unique mix of industrial, agricultural and financial
strengths: mature industrial and service dominated economies and financial resources in W-BSR
countries, a huge potential for industrial and technological development and great investment
opportunities in E-BSR countries.

The BSR is home to a large number of well-known companies and product brands. It hosts more
multinational companies per capita than most other regions in the world. There are very different
branches of industries in the region like textiles, telecommunications and wood processing industries.
These industries offset the costly work of research and development with cheap production in
neighbouring countries. So the big mobile phone producers, Ericsson in Sweden and Nokia in Finland,
have the basic components of their products assembled in the Baltic States. The same can be said for
the Scandinavian wood processing and textile industries, which are turning away from countries such
as Portugal and Turkey, because they have found the E-BSR countries to be a good alternative
location, where production costs per piece are much lower than anywhere in Scandinavia.

The countries of the BSR are quite a heterogeneous group of countries. In particular with regard to
their respective economic strengths. GDP per capita ranges from Germany with a total GDP of 352.2
billion USD to Estonia with a meagre 4.2 billion USD.

The E-BSR countries have now achieved a high degree of price liberalisation, but it has not yet been
completed. Energy prices, transportation costs, housing and other essential consumer-related costs are
still subject to public regulations, but this is also the case in some states of the EU. The introduction of
market prices has had considerable implications for all of these countries. It has caused high inflation
rates, loss of private savings, much bigger income differentials and social problems. But this
fundamental change has also been a real incentive for economic growth, which has not occurred
equally in all the E-BSR countries.

There is considerable increase in the volume and value of trade within the BSR — if the trends in the
area of trade continue, then the level of trade between the Baltic countries and Sweden will be at the
same level in the year 2015 as the volume and value of trade between Sweden and Finland in 1995. By
the year 2015 the Polish market will be among the most important for Denmark and Russia will be the
most important market for the Finnish industry.

1.1.4. Infrastructure network

Due to its strong sense of regional identity and long culture of communicating across the sea and
across borders the BSR is one of the most dynamic regions in the world. The future accession of the E-
BSR countries to EU will affect upgrading or improving transport infrastructure and will open the
transport markets, whereas the Baltic Sea will become an internal EU sea with Russia as an equal
partner.
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The current accessibility in the BSR is characterised by disparities between the German BSR,
Denmark, western and central Poland on the one side and other regions on the other side. There are
also large, partly very densely populated areas, e.g. in Baltic States, Belarus, Barents Region,
Northwest Russia, and Northern Poland that do not benefit from high quality interregional transport
infrastructure’.

Improvements in transport infrastructure in the region are of utmost importance for the development of
the BSR transport infrastructure on a Pan-European scale. This issue has been stressed by the
European Commission in its policy paper, Agenda 2000, as one of the central challenges of the
enlargement process. The BSR is crossed by several important transport Corridors, such as the North —
South Corridor I including the Via Baltica, Corridor II linking Berlin with Moscow and Helsinki as
well as the network represented by Corridor IX in the North between Helsinki and Moscow and in the
centre between Klaipeda/Kaliningrad and Minsk/Kiev.

In the accession process one of the major challenges will be to develop efficient transport networks
and to link them into the Trans-European networks. The transport infrastructure in the three Baltic
countries and Poland, which serves as a basis for international and regional traffic flows, will not be
limited to the Pan-European Transport Corridors, but will also include major East-West links to and
from the Baltic ports.

Ports, sea and inland waterway transport

Transport in the BSR has traditionally been and will remain largely maritime, both for freight and
passengers (VASAB 2010). Ports are the key factors in this system. The Baltic Sea has a wide number
of ports allowing land transport distances to be kept short, particularly in foreign trade. Present cargo
and passengers flows in the main Nordic and German Baltic Sea ports show that sea transport volumes
have a potential for tremendous growth in other parts of the BSR. Many ports all over the BSR have
plans to extend and to modernise their capacities for conventional container and ferryboat traffic.

Each of the countries of the Baltic Sea has at least one port with a freight volume of at least 10 million
tons in 1998. Hamburg, Ventspils, Szczecin-Swinoujscie, Goteborg are the ports with the largest
freight turnover in the BSR. However, whereas the E-BSR countries (except Poland) have very few
other ports, besides the leading one, each of the EU countries has developed an additional range of
medium and small freight handling ports®.

The division can be made between main ports (from where cargo is shipped to and from overseas) and
smaller coastal ports (from which cargo is brought to other small ports — coastal transport — or to main
ports for transshipment). Another distinction can be made between universal ports and specialised
ports (e.g liquid or dry bulk ports, ferryboat ports).

Despite the growth of maritime transport, the port network of the BSR will be impacted by increasing
efficiency and changing trade patters. Cargo flows are likely to concentrate in fewer ports, as the ports
will specialise increasingly. Ports are forced to change due to several processes, including
specialisation of ports, privatisation of operations and ownership, and concentration of cargo flows in
fewer ports. Some ports are likely to benefit from this, but many may suffer’.

The Baltic Sea is crossed by a high number of ferryboat lines for passengers and road vehicles. These
ferryboat lines provide predominant connections across the Baltic Sea, while overseas transport uses
conventional vessels. In addition to cross-Baltic ferryboat lines, a growing number of regular shipping
lines to the North Sea and other ports exist.
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Cargo ferryboat creates relatively little employment in the ports, but they are essential for the
economic development of the hinterland. Thus good hinterland transport connections are very
important.

Major Baltic ports are linked to the hinterland by roads and railways, while inland waterways play a
minor role. There is a well-developed inland waterway system in Germany and few waterways exist in
Finland and Sweden. The quality of hinterland transport links is good for most Nordic and western
ports, but they need to be adapted to possible increasing volumes of ferryboat traffic. This need is even
more pressing for ports in E-BSR countries.

Railways

The BSR in general is not part of the emerging high-speed rail network in Europe. The TEN
guidelines describe several connections in the northern part of Germany, Denmark, Sweden, Finland
and Norway. BSR is characterised by unbalanced rail infrastructure supply and lack of interoperability
between different national rail systems (different railway gauge, signalling system, rail electricity
systems). The highest rail network densities are to be found in the German BSR and Poland where
main lines are double-track and electrified. In Norway, Sweden and Finland network densities are
much lower, reflecting low population densities. In Russia, Belarus and the Baltic States density of
railways is also low coupled with low electrification rates and poor physical quality of the majority of
tracks resulting in low average speed'’.

The main cities of European or Baltic importance are linked to the international railway network. But
the transport time and quality need to be improved along such lines as Helsinki — Tallinn — Riga —
Kaunas — Warsaw or Gdansk/Gdynia — Kaliningrad — Riga — St. Petersburg and others.

There are also some other problems related to railway transport in the BSR, which need to be
considered:

e the bigger cities along the coastline (Gdansk, Kaliningrad, Riga, Tallin) are inadequately linked
with cross-continental railway lines;

e Dborder crossing procedures increase travel time;
e few cross-border links exist between Finland and Russian Karelia;

e poor quality of regional railway services to interconnect major urban centres like Vilnius/Kaunas,
Gdansk, Kaliningrad, Riga, Tallinn and Minsk.

Roads
The main problems related to road networks are:
e insufficient port-hinterland connections;

e Insufficient regional links between Western, Central and Eastern Europe, and cities along the
Baltic coastline in particular;

e inadequate border crossing procedures;
e deficient national road systems to link main national and regional cities with each other;

e lack of cross-border links Finland-Karelia and in general;
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e the road network in border regions of the E-BSR is of especially bad conditions, which seriously
limits cross border co-operation possibilities.

Telecommunications

The role of telecommunications is important while striving towards a more sustainable spatial
structure. Major cities are increasingly incorporated into automatic international telecommunication
networks, while regional centres, particularly in Central and Eastern Europe are not adequately linked
to national and international centres. This leads to a rapid decline of competitiveness of such centres
for new business locations.

The densities in E-BSR countries range between 30 and 50 ordinary phone connections/100
inhabitants, whereas in W-BSR they are between 50 and 60. In E-BSR countries the ordinary phone
connections show substantial variation between regions in favour of capital regions and urbanised
areas. Regional disparities are biggest in Poland followed by Estonia and Latvia but much smaller in
Lithuania.

The Nordic countries are world leaders in mobile phone penetration — to such an extent that some
analysts believe these markets as being almost saturated. Between 50-65% of the population have a
mobile phone connection in the Nordic countries as compared to e.g. 25% and 35% in France and the
UK respectively. E-BSR countries as well as Germany are well below the Nordic figures, but in some
instances E-BSR countries are ahead of their western neighbours with regard to technology solutions.
In all the E-BSR countries mobile phone markets have been liberalised and commercialised, but the
fixed networks may still be in the hands of the old, state run, phone monopoly.

The geographic pattern in internet usage is similar to that of mobile phones (Finland has more internet
connections per 100 inhabitants than the USA), but in the BSR e.g. Estonia is also high on the list.
Internet usage in Germany is also relatively more widespread than cellular phones'' as compared to
other countries.

Energy networks

The BSR is rich in energy resources, both fossil fuels and renewable sources of energy. The ratio
between total reserves and annual production is 12 years for oil, 55 years for gas and more than 100
years for coal. The potential for energy crops amounts to 40% of the total primary energy supply. Seen
from a European perspective the largest amounts of oil, gas, timber etc. can be found in the Barents
Region. Due to its vast reserves, the northernmost Russian regions, although containing only eight
percent of the country’s inhabitants, generate roughly one fifth of its GDP.

Predominant sources of electrical energy supply vary widely within the BSR, including hydropower,
nuclear power, oil shale, hard and brown coal, oil and gas.

Norway can fully rely on domestic environmentally friendly resources. Apart from Norway, Denmark,
Poland, Latvia and Estonia have no nuclear plants. But some of them are quite close to nuclear plants
in neighbouring countries (Denmark to Sweden; Latvia to Lithuania; Estonia, Finland and Belarus to
Russia).

The production of electricity is well diversified with hydropower (35%), nuclear power (22%),
combined power and heating (20%) and traditional condense power (23%). The largest energy
producers are Sweden (21% of total BSR production in 1998), Poland (19%) and Norway (16%).
Whichever way, production of energy causes environmental problems. Either air pollution is high
from fossil fuels (Belarus, Denmark, Estonia, Germany, and Poland) or the use of nuclear power raises
problems of security and waste disposal (Finland, Germany, Lithuania, Russia,). Even BSR countries
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utilising a high share of waterpower (Latvia, Norway, and Sweden) produce some environmental
threats since substantial use of hydropower threatens the liveability of waterways'?.

Some potential exists for the use of more renewable energy (small-the scale hydro-power stations in
Baltic States, Poland and eastern Germany; wood in the Nordic countries; coal bed methane in
Poland;).

1.1.5. Environment, protected areas

In the BSR large unspoiled areas are preserved intact with high level of biodiversity, which are rare in
more densely populated parts of Europe. All of the BSR countries have areas included in the List of
Wetlands of International Importance. Bodies of fresh water (relatively clean from a European
perspective) cover roughly seven times as much land as the urbanised area.

Large coastal areas have remained undeveloped and many animal species, which are almost extinct in
Western Europe (e.g. wolves, lynx and storks) are still common in some of the Baltic Sea States.
Biodiversity is maintained, for instance, thanks to existing ecological or green corridors across borders
enabling migration and contacts between different types of species of wildlife.

Forests are among the most valuable natural assets of the BSR. This is due to the multifunctionality of
forests. They contribute to BSR biodiversity at the same time being among the main sources of export
incomes in the BSR countries (e.g. 40% of export income of Latvia), providing job opportunities
(SMEs) in rural and peripheral areas, enhancing tourism, being a driving force for road and railway
investments (60% of the Swedish road network are forest roads). Wood and residue from forestry
operations play a key role in the transfer of the energy sector towards utilisation of renewable
resources. Forests together with other BSR ecological assets (e.g. swamps) create important positive
externalities. The BSR forests contribute to improvement of air quality in the region; they have a
beneficial impact on the climate (reduction of the green house effect). The region is building up an
even larger reserve of forests, with yearly growth exceeding the harvest. Forest areas have grown in
the Baltic Sea Region during most of the 20" century due to afforestation of fields and pastures
(Sweden, Denmark, Finland) or more natural “reforestation” in abandoned fields and pastures (Latvia,
Estonia).

However, the Baltic Sea itself represents a challenging environmental problem. Concentrations of
heavy metals in the Baltic are much higher than for other polluted seas, for example the North Sea. In
particular the environmental problems of the Gulf of Finland call for special attention and international
solutions. The Baltic Sea is unique; it is the largest body of brackish (low-salinity) water in the world.
The link with the North Sea and the Atlantic Ocean is very narrow. Water circulation in the Baltic Sea
is weak. In winter, the Baltic Sea is mainly ice-covered, which renders it even more vulnerable to the
effects of pollution. The salinity of the water varies considerably between the southern and northern
parts of the Baltic Sea. Organisms live at the limits of their range and tolerance, and for this reason are
very sensitive to change.

Not only the Baltic Sea, but also other valuable ecological areas in the region are prone to natural
disasters such as massive floods affecting several countries or forest fires, which happened frequently
in the past. A separate problem is the environmental threat posed by disposal of radioactive wastes,
especially of military origin, in northern-western Russia. The presence of nuclear reactors in the region
and problems associated with their safety and with disposal of nuclear waste make the nuclear issue an
important concern for the whole region. Joint efforts in this field of action are co-ordinated by the
working group on nuclear safety under the auspices of the CBSS having its counterpart within Barents
Euroarctic Council. Belarus, with 20% of its territory and many rivers contaminated with radioactive
substances after the Chernobyl accident in the Ukraine, is not a part of this network"”.
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In the BSR there are a large number of protected areas for nature conservation. The status of those
protected areas varies considerably, including national parks and nature reserves. There are differences
in the amount of protected areas within the BSR. Large areas are protected in northern Sweden and
Finland as well as in Latvia. Only a few protected areas exist in Karelia and Belarus as well as in
inland and central Sweden and Finland.

1.1.6. Coastal zones and islands

A large number of cities are located along the coastline of the Baltic Sea, among which there are five
capitals (Copenhagen, Stockholm, Helsinki, Tallinn, Riga).

The coastal zones are among the relatively most intensive human interventions parts of the BSR. They
are subject to the competition of different, sometimes contradictory, land use interests like leisure,
tourism, settlement structure, transport, ecology, industry. For example, parts of the coastline are
characterised by heavy industry for pulp and paper production, timber mills and metal processing with
a possible impact on the biosphere of the Baltic Sea.

The largest archipelagos in the Baltic Sea are in Finland and Sweden. Of the total number of named
islands in the Aland archipelago (6,500) some 65 are permanently inhabited. The islands of Estonia
are inhabited and are very rich of cultural and historic heritage which makes them very attractive to
tourism. Latvia and Lithuania have no islands and the BSR Russian regions lack substantial island
inhabitation. In Poland, Wolin island is close to the mainland but inhabitants of the Polish/German
island Uznam suffer from peripheral problems. The population on the Curonian Spit or Hel peninsula
could be characterised as living under very similar conditions as inhabitants on other major BSR
islands.

In general, all peripheral areas in the BSR are predominantly rural and could be characterised as
having low population density, long distances to markets and other neighbouring regions, relatively
small domestic markets, a large dependency on the public sector for employment and a relatively low
level of education of the population. This holds true for most islands as well. Of the “Baltic Sea Seven
Islands” or B7"* only two (Riigen and Oland) have fixed links to the mainland. The remaining larger
islands (Bornholm, Gotland, Saaremaa, Hiiumaa and Aland) and Polish part of Uznam rely on ferry
traffic for road communications.

Fishery plays an important role in the economics of rural coastal areas and the islands. In some areas
the importance of fisheries is at such a high level that the Common Fisheries Policy of the EU defined
so-called “Fishery Dependent Areas” (FDA). The island of Borgholm for example is an area, which
fulfils the criteria of the FDA. The situation in some rural coastal areas in the northern part of Sweden
and Finland (Bothnian Bay, Gulf of Bothnia) is similar. In these areas fishery is the only economic
basis for the livelihood of the population.

1.1.7. Border areas

The nine countries bordering the Baltic Sea share some 4,500 km of “internal” borderline. Except from
a few larger rivers (Order/Odra, Neman/Nemunas, Narva, Tornionjoki/Tornealven) and lake
Peipsi/Chudskoje, the borders do not coincide with major physical features.

Most border regions are peripheral to national economic and political centres. Income levels, standards
of urban service supply, and infrastructure facilities are usually below national averages (exception:
the western Polish border region). Cross-border linkages offer the potential to overcome some
economic restrictions. This is particularly clear in the case of Copenhagen — Malmo having wide
linkages between Denmark and Sweden, or Helsinki — Tallinn with fast growing co-operation and
linkages across the sea. Other examples are border-towns: the cities of Narva / Ivangorod (Estonia -
Russia border), Valga/Valka (Estonian/ Latvian border); Torino/Haparanda on Swedish/Finnish
border; or cities / towns close to the border, the western parts of Poland (Polish - German border);

'* A common interest group for the largest islands in the Baltic Sea established in 1989.



Latvian Daugavpils/Belorussian Novopolotsk; Swedish/Finnish Haparanda - Kemi/Tornio; Finnish
/Russian Lappeenranta/Imatra - Viborg and Russian/Polish Kaliningrad/Elblag/Olsztyn/Gdansk.

A wide number of cross-border co-operation activities at local or regional levels already exist and are
largely based on initiatives of local communities covering the fields of culture, environment
protection, medical care, transport and tourism.

1.1.8. Tourism

Tourism is one of the sectors, which can contribute to economic prosperity. Sandy beaches dominate
in the southern, south-eastern and north-eastern part of the Baltic Sea, while rocky coasts prevail in the
northern part. Cities with a rich heritage of architectural qualities and picturesque fishing villages are
situated almost everywhere in the region. Archipelagos, particularly in Sweden and Finland, are of
unique scenic beauty and are often called as “sailors paradise”.

Boat tourism / Small harbour development offers economic potentials for major parts of the Baltic Sea
Region. Sustain-able development requires to co-ordinate corresponding infrastructure developments
with nature projection and with urban and regional development. To make full use of boat tourism
potentials, a network view is required to allow tourists to travel across regions and national borders
(SuPortNet project report. Author: Dr.Holger Platz)

Development of small harbours will promote BSR tourism, strengthening of transnational transport
links of strategic importance for cross-BSR cohesion & integration, as well as integrated management
of coastal areas. (VASAB, draft for the final report)

Boat tourism offers economic potentials for major parts of the Baltic Sea Region. Sustain-able
development requires to co-ordinate corresponding infrastructure developments with nature projection
and with urban and regional development. To make full use of boat tourism potentials, a network view
is required to allow tourists to travel across regions and national borders. (VASAB, draft for the final
report)

An important precondition for further tourism development is the protection of cultural landscapes,
nature and water resources. The option for expanding tourism is most obvious in some areas in the
Baltic States, Russia, Poland and Mecklenburg-Vorpommern. In other areas the goal is rather to
preserve existing natural values and cultural heritage.

Tourism involve basic and necessary infrastructure for economic growth in the BSR. Investments in
airports, harbours, roads and railways are all related to travelling and necessary for the integration of
the BSR and the close relations to the European and world economy. Even investments in IT and
telecommunications are important for the development of tourism industry.

Most of the tourists in the region are domestic (in Germany, Sweden and Finland) or from
neighbouring countries (in Estonia, Lithuania and Latvia). For example, in Mecklenburg-
Vorpommern as many as 97% of tourists are domestic. There are no traditional mass summer tourism
sites in the region as in the Mediterranean, but the concentration of tourists is very high on the German
coast as well as in Jutland in Denmark. Otepa ski centre in Southern Estonia attracts many tourists in
winter time. Also the larger islands in the north of the Baltic Sea attract numerous visitors. This
summer leisure tourism is concentrated to the holiday season and consequently the seasonal utilisation
of bed places peaks in July-August.

All capitals and other big cities attract large numbers of visitors. Helsinki, St Petersburg, Tallinn, Riga,
Klaipeda, Gdansk, Hamburg/Liibeck, Copenhagen/Malmo and Stockholm are all using BSR identity
for tourism growth. Close to the region there is Berlin with about 8 million overnight stays, compared
to Stockholm with about 6 million and St Petersburg 1.6 million. Due to the seasonal variations, the
city tourism is not dominating. Even in smaller cities, business tourism can act as a stabiliser for large
seasonal variations. Event tourism (concerts, sports, etc) is a growing industry, which is mainly



concentrated to larger cities, but there are numerous examples where smaller locations are benefiting
from these as well (e.g. summer festivals in the Nordic countries).

In the north (mainly in Finland, Norway and Sweden) there are several large skiing centres that attract
numerous visitors. Increasingly some of these are also diversifying their services towards nature
tourism during the summer season. The largest north European skiing centre is Sélen in the county of
Dalarna in Sweden with a capacity of about 40,000 beds. There are several skiing centres in Estonia
and some are at the development stage in Latvia, too.

Due to constantly improving communications as well as relaxing border formalities, shopping tourism
between neighbouring countries such as Sweden-Denmark and Denmark-Germany is also growing
steadily. This is largely a phenomenon for border regions. Tallinn is perhaps the extreme case, where
Finnish and Swedish tourists make day trips because of low priced ferry tickets, tax-free shopping and
lower price level. Cruising in the Baltic Sea is of increasing interest. Overnight cruises between
Finland and Sweden are popular year round.

The quality of the tourist services offered by different countries varies. In Germany and the Nordic
countries the level of environmental awareness in the tourism industry is quite high. Measures to
achieve sustainability have been introduced both by destinations, the hotel and restaurant sector and
tour operators. Sustainability also forms an integrated part of the national tourism strategies."”

1.2.Policy framework for cross border, transnational and interregional
co-operation in the BSR: Northern Dimension

With the EU accession of Finland and Sweden in 1995, the European Union gained a northern
dimension, which will be further emphasised by the on-going enlargement process. During the years
of 1997-98 this concept was promoted by a Finnish initiative for a European Union policy.

At its meeting in Luxembourg on 12-13 December 1997, the European Council took note of the
Finnish proposal on a northern dimension for the policies of the Union and requested the Commission
to submit an interim report on this subject at the European Council meeting in 1998.

The European Commission adopted the report on the Northern Dimension in November 1998. At the
European Council meeting in Vienna on 14-15 December 1998 the report of the Commission was
welcomed by EU heads of state and government.

The Cologne European Council in June 1999 endorsed the political guidelines on Northern Dimension
and considered that the time had arrived to bring about closer involvement of the acceding countries
concerned, the Russian Federation, Norway and Iceland in the process as it unfolds. This was done at
the first Foreign Ministers Conference on the Northern Dimension in Helsinki in November 1999. The
conference created a common political platform on Northern Dimension for the EU and its partners in
the European North.

The Helsinki European Council of 10-11 December 1999 invited the Commission to prepare, in co-
operation with the Council and in consultation with the partner countries, an Action Plan for the
Northern Dimension in the External and Cross-border policies of the European Union. The Action
Plan was endorsed by the Feira European Council in June 2000

'3 Baltic Sea Region INTERREG III B draft programming document



The main political objectives of the Northern Dimension are stability of the region, support of the EU-
enlargement process, integration of Russia, reduction of threats and promotion of strategic economic
interests.

The introduction of the Action Plan for the Northern Dimension covering the period 2000 — 2003
recalls the major challenges associated with northern Europe, the priorities for action agreed by the
partner countries and the legal, institutional and financial framework for activities relating to the
Northern Dimension.

The operational part of the Action Plan sets out objectives and perspectives for actions during 2000 —
2003 in the following sectors: energy, transport, telecommunications, natural resources, trade, business
and investment promotion, human resources development and research.

Regarding regional and cross-border development the Action Plan sets the following objectives:

External borders, especially the future new external borders of the EU, have an enormous impact on
areas on the other side. Thus the objective is to strengthen the co-operation with the candidate
countries and the new eastern neighbours in a wide range of fields: policing and judicial affairs,
economic development, education and culture, cross border links between local and regional
authorities and communities.

One of the main priorities is to create and develop networks of contacts between local and regional
governments, other public service providers, research and education facilities, and business and non-
governmental organisations across national boundaries. The priority is also given to cross-border
institution building, along the lines of the Euroregions.

Activities promoting local democracy such as twinning programmes with other Northern Dimension
partner countries in the field of administration, management, finance, budgeting and training of elected
representatives and officials should be supported. To achieve these results the opportunity for regional
and local authorities to work with small project funds should be offered.

All Northern Dimension partners are interested in effective border management — both preventing
cross-border crime and facilitating legal exchange.

Thus the Phare CBC programme is one of the tools for the implementation of the Action Plan for the
Northern Dimension.

1.3.Description of the cross border regions of the JPD Programme Area
1.3.1. Estonian — Finnish, Estonian — Latvian, Estonian — Russia
border

The Republic of Estonia has a size of approximately 45,200 sq. km, the east-west diameter is 375 km
and the north-south diameter is 240 km, i.e. from the centre of the country, the border is never more
than some 100 km away. In 1996, the population of this small country was about 1.45 million with an
approximate population density of 32 people per sq. km.

Description of cross border regions

All border regions are structured differently. For example, the share of those employed in agriculture
is higher in western and southern Estonia than in northern and eastern Estonia. In 1999, this share
represented only 7 % of Estonia’s GNP. The industrial share of the GNP is 23 % (1999) and that of the
service industry 70 % (1999). In 1999 unemployment was 9,9%. A distinctive border region is the
northern-eastern Ida-Viru region on the land border with Russia. With a population of over 193,610,
18.5 % of all Estonians live in 3,394 sq. km, i.e. with a relatively high population density of 57.6
people per sq. km. The region is surrounded by water on three sides; in the north by the Gulf of
Finland, in the east by the Narva River and in the south by the Peisi jarv (Peipus Lake). The largest



town, with 73.295 (1999) inhabitants, is Narva (the population is slightly declining). Only 4 % (1999)
of Narva’s population are Estonian nationals. The distance from Narva to St Petersburg is only 130
km, but to Tallinn — 200km. In former times, Narva was in the St Petersburg catchment area. Many
Russians from St Petersburg have summer-houses in the Estonian part of the region, i.e. west of
Narva. However, their visiting rights are restricted by visa regulations. The share of industrial workers
is high. About 25% of the entire industrial production, based on sales prices, is in this region. The
most important natural resources are oil-shale, peat, sand and limestone. The region’s most important
development objectives are: sustainable development, ecological use of oil-shale, education and
training, development of small to medium-sized enterprises, in particular in tourism and forestry.
Close cross-border co-operation with Finland and Russia is also desired. In all border regions, the
standard of living is relatively low. The gross national product is 25% of the EU average; the exchange
rate of one Krona EEK is DM 0.125 (£ 0.0416)."

1.3.2. Latvian — Estonian, Latvian — Russian, Latvian — Belarussian,
Latvian — Lithuanian border

Administratively Latvia is divided into 33 regional units: 26 districts and 7 cities of national
significance (in parallel with the functions of local authorities they also perform the functions of
district self governments).

In the context of economic analyses, Latvia is divided into five statistical regions (NUTS III):
Kurzeme, Latgale, Vidzeme, Zemgale and Riga region. During the recent years the process of
establishment of planning regions has been going on. Planning regions are co-operative bodies
established by local and district municipalities with the purpose to deal with development planning in
the region. The process resulted in the establishment of five planning regions and regional
development agencies subordinate to them: Kurzeme, Latgale, Vidzeme, Zemgale and Riga planning
regions. The areas of the planning regions in general coincide with the above-mentioned statistical
regions. (For the Phare 2000 Social and Economic Cohesion two planning regions were selected —
Zemgale and Latgale).

Description of the cross border regions
The land border of the Republic of Latvia constitutes 1350 km:
e the land border between Latvia and Estonia is 337 km long

The Latvian border regions with Estonia are Vidzeme region and Riga regions. Vidzeme region
is situated in the north of the country and covers a territory of 19,777 km2, which is approximately
15% of the state territory. The border region is relatively sparsely populated — the population
density is only 17 inhabitants per km2 (national average is 37.8 inhabitants per km2). The
population is 364,000 and it constitutes 15% of total population. The Vidzeme statistical region
covers the territory of seven district administrative units — Cesis, Limbazi, Valmiera, Valka,
Aluksne, Gulbene, Madona districts. There are more than 2520 enterprises registered in the region.
Trade is the main field of activity in the region, it provides 42% of the total number of business
units. Industry and agriculture are also very important branches — respectively 16% and 7%. The
average net wage in the region is Ls 83 (EURO 146); the level of unemployment is 9% (national
average in year 1998 were respectively Ls 97 and 7.7%).

The territory of the region is crossed by two main roads - Via Baltica (E67) - which is the main
transit road between the Baltic countries, and the main (magistral) road Riga-Pskov-St. Petersburg
(A2), which was the main transit road between Latvia and Russia in the former Soviet period.
Now, unfortunately, it has lost its former importance because the main transit goes to more central
regions of Russia due to the existence of a port in St.Petersburg. There is a lack of or poor quality
of roads connecting main urban centres with transit roads and urban centres over the border.

'® LACE/Phare CBC assessment report on Estonia



The Riga region is situated in the north-western part of the country and covers a territory of 3466
km”. It is the most populated region in the country whereas almost half of the population of Latvia
is concentrated in Riga region. More companies are registered in this region than in all the other
regions combined. The population in the Riga region is 1001.7 thousand, which constitutes 41%
of the total population.

e the land border between Latvia and Russia is 276 km long

The Latvian border regions with Russia are Vidzeme region (described above, only one district of the
region - Aluksne has direct border with Russia, but the rest of the region is actively co-operating with
Russian border regions, see below) and Latgale region. The Latgale region is situated in the south-
east of the country and covers a territory of 14 550 km” The population is 389 thousand and it
constitutes 16% of the total population. The Latgale statistical region covers the territory of six district
administrative units — Balvi, Ludza, Rézekne, Rézekne, Preili, Kraslava and Daugavpils districts. It is
the most sparsely populated region — only 13 inhabitants per square kilometre. The level of
economical activities is significantly lower than the national average. There were only 991 registered
enterprises in the region in 1999. The main sector of economic activity is trade with 458 enterprises
(46%), where 3103 local inhabitants are employed. The average net wage is Ls 69 (EUR 121) per
month, and the unemployment rate is 14%. There are long distances to the main cities of Latvia,
relatively poor soil quality, and bad infrastructure. These are the main problems of the region,
consequences of which are low incomes and poor living conditions. Two main roads cross the region,
one of them connects Lithuania and Latvia with the Pskov oblast of Russia, and the other is the main
route for the transit from Latvia to Moscow (A3).

e the land border between Latvia and Belarus is 161 km long
The Latvian border region with Belarus is Latgale (described above)
e the land border between Latvia and Lithuania is 576 km long

The Latvian border regions with Lithuania are Latgale region (described above), Zemgale region
and Kurzeme region.

Zemgale region is situated in the south of the country and covers a territory of 13,189 km”. The
population in the region is 352.3 thousands and constitutes 11% of the total population. The
Zemgale statistical region covers the territory of five district administrative units — Jekabpils,
Aizkraukle, Bauska, Jelgava, and Dobele districts.

Kurzeme region is situated in the south-western part of the country and covers the territory of
13,607 km®. The population in the region is 331.7 thousand and constitutes 14% of the total
population. The Kurzeme statistical region covers the territory of six district administrative units —
Liepaja, Ventspils, Talsi, Kuldiga, Saldus, and Tukums district administrative units.

The region includes three big cities - Daugavpils, Jelgava and Liepaja - where more than 50% of the
population of the respective region lives. The population density is 18.7 inhab./km 2 (in rural areas).
59% of total population are of working age. The total number of registered enterprises in the region is
over 9,000. Bauska, Jelgava, Dobele and Saldus districts could be characterised as the main areas of
agricultural production in Latvia. There is good soil quality and landscape for intensive agriculture.
The Bauska district is also the main transit corridor because the Via Baltica crosses the district. The
central part of the region is influenced by the capital city of Riga, which is located at a distance of 30
to 80 km from the districts. Jelgava, partly also Bauska and Dobele districts could to some extent be
characterised also as “bedrooms” of Riga, because of daily labour migration from the districts to Riga.
The main sector of activity in the city of Liepaja is industry, which is closely related to transit. Special



Economic Zone was established in Liepaja, which is an efficient way for attracting investments. The
positive influence of the tax policy is seen by observing the dynamic development of the port.

Characteristics of the frontier area of the cross border regions

The study of the situation in the border regions of Latvia were initiated by the Ministry of
Environment and Regional Development in 1996 and were conducted with the purpose of starting the
elaboration of strategic documents such as the Regional Development Policy Concept and Rural
Development Programme. The recent study related to development problems of border regions was
prepared in 1999 and founded the basis for the elaboration of the Development Strategy of Border
Areas of Latvia.

The subject of the study is the frontier area along the whole border of the Republic of Latvia.
According to the regulations of the Cabinet of Ministers, the frontier area covers rural and town
municipalities along the border, thus the area analysed in the mentioned study covers territory of 119
local governments: 8 towns, 6 towns with amalgamated territories around them and 105 rural
municipalities. Thus the investigation reflects the situation of the frontier territory covering 12,755
km®, which constitutes 19,7% of the national territory and a population of 175 thousand, which
constitutes 7,1% of the total population of the country.

The study reveals several specific features and problems characteristic to the frontier area:

e in general the number of inhabitants has decreased and the density of population is quite
different - in 54% of municipalities it is up to 10 people/sq.km, but in 11% of municipalities -
more than 20 people/sq.km;

e there are specific features in ethnic structures — in the frontier area with Lithuania there is a
significant number of Lithuanians, but in separate places in the frontier area with Estonia there
is high proportion of Estonians. That has some implications on cross border co-operation
possibilities (within the framework of the CREDO programme the project on the Latvian —
Estonian border was implemented by a joint project team, which did not have a language barrier.
In another project within the same programme on the Latvian — Lithuanian border, language
courses to improve Latvian and Lithuanian language skills were organised for involved
institutions. This greatly contributed to the better understanding of common cultural historic
values).

e The infrastructure in the frontier area is weak and unevenly developed:

= the roads along the border in general are in bad condition, the roads crossing the state
border are better since infrastructure such as border crossing points are situated there.
The configuration of the roads causes isolation of certain areas;

= radio and television transmission are of poor quality or do not exist at all in some parts
of frontier areas (sometimes the better transmission signals are from the neighbouring
country);

= a specific situation regards environmental factors in the frontier area. First of all there
is a threat of possible pollution over the border in the case of an emergency disaster
situation from objects situated across the border. There is also long term impact on the
environment from manufacturing objects, which are situated on the other side of the
border (a good example is the project within the framework of the CREDO
programme on the Latvian - Lithuanian border on “Consideration of risk factors of
Jelgava region and Siauliai region and work out of a co-operation plan for possible
risk situation”, which proved to be effective, when an emergency situation occurred
on a railway crossing both regions). An important issue is also possible water



pollution in the rivers flowing in the territory from across the border — it is necessary
to predict and plan concrete measures for preventing pollution.

Another important issue for cross border co-operation is protected areas situated on the both sides of
the border — there are several nature reservations, protected areas, parks and valleys (e.g Management
plan of Sventaja valley, co-operation of Bartava river basin).

1.3.3. Lithuanian — Latvian, Lithuanian — Kaliningrad, Lithuanian —
Belarusian, Lithuanian — Polish border

Lithuania is divided into 10 counties (apskritys), with County Governors appointed by the Cabinet of
Ministers. At the county level, the County Council is established to discuss and approve the
prospective direction of the county’s development. The Council consists of the County Governor,
Deputy Governor and Mayors of all of he municipalities of the county.

In general, Lithuania is developed uniformly, both socially and economically, throughout the country.
The capital is located inland and is the most populated and developed city. The port of Klaipéda
follows as an urban centre for development. The rest of country is made up of medium-sized cities and
smaller towns with a relatively even spread of urbanisation and development. However, some border
regions have evident problematic issues:

e the Utena region in the east and south-eastern Lithuania have landscapes and soils of poor
quality, making them unsuitable for agriculture. Employment in the non-agricultural but rural
sector is an issue.

e the Ingalina Nuclear Power Plant (INPP) is located in Visaginas in eastern Lithuania. The
INPP is scheduled to be decommissioned. The majority of the population of Visaginas is
employed in or has work related to the INPP. The closing of the plant will lead to social and
economic problems.

e the slow and irrational work of border crossing posts is a common problem that needs to be
alleviated

e the highest unemployment rates are generally found in the border areas. The reason for the
high levels are various, but the problem is the common one.

Description of border regions
Border region — Lithuania/Latvia

The border between Lithuania and Latvia is 610 kilometres long. The Lithuanian border region is
located in the northern part of the country and covers the territory of five regional administrative units
— Klaipéda, Telsiai, Siauliai, Panevézys and Utena counties. Klaipéda County is made up of 4 districts
(Klaipéda, Kretinga, Skuodas and Siluté), TelSiai county of 3 districts (MazZeikiai, Plungé and Tel3iai),
Siauliai county of 6 (Akmené Joniskis, Kelmé, Pakruojis, Radviliskis, Siauliai), Panevézys county of 5
(Birzai, Kupiskis, Panevézys, Pasvalys and Rokiskis) and Utena county of 5 (Anyksciai, Ignalina,
Molétai, Utena and Zarasai). The district centres are the main towns of the counties.

The total population of the five counties reaches 1524.8 thousand inhabitants (415.4 thousand in
Klaipéda county, 182.6 thousand in Tel§iai county, 401.9 thousand in Siauliai county, 323..3 thousand
in Panevézys county and 201.6 thousand in Utena County). The total area of the Lithuanian border
region is 33,718 sq. kilometres.

Border region — Lithuania/Poland

The border between Lithuania and Poland is 110 kilometres long. The Lithuanian border region is
located in the southern part of the country and covers the territory of two regional administrative units
— Alytus and Marijampolé counties, with 4 districts in Alytus county (Alytus, Varéna, Lazdijai and
Druskininkai) and 3 districts in Marijampolé county (Marijampolé, Vilkaviskis and Sakiai). The
district centres are the main towns of the counties.



The total population of the two counties reaches 400.6 thousand inhabitants (202.2 thousand in Alytus
county and 198.4 thousand in Marijampolé). The total area of the Lithuanian part is 9888 sq.
kilometres.

An important issue to be noted is that Marijampolé County was given the status of target region for
2000, thus enabling the county to get major EU Phare funding to support the Social and Economic
Cohesion.

Border region — Lithuania/Kaliningrad

The border region between Lithuania and Kaliningrad (Russian Federation) is 303 kilometres long.
The Lithuanian border region is located in the western part of the country and covers the territory of
three regional administrative units — Klaipéda, Tauragé and Marijampolé counties. Klaipéda and
Marijampolé counties are described above. 3 districts are located in Tauragé County (Jurbarkas, Siluté
and Tauragg).

District centres (Klaipéda, Jurbarkas, etc.) are the main towns of the counties.

The total population of the three counties reaches 744.1 thousand inhabitants (415.4 thousand in
Klaipéda county, 130.2 thous. in Tauragé county and 198.5 thous. in Marijampolé county). The total
area of the Lithuanian border region is 14083 sq. kilometres.

An important issue to be noted is that all the three counties were given the status of target regions for
2000. Klaipéda and Tauragé counties form one target region, where Klaipéda was chosen as a ‘motor’
region in order to provide Tauragé with management skills to absorb and administrate the funds and
facilitate its growth. Thus the counties are enabled to get major EU Phare funding to support the
Social and Economic Cohesion.

Border region — Lithuania/Belarus

The border between Lithuania and Belarus is 720 kilometres long. The Lithuanian border region is
located in the south-eastern part of the country and covers the territory of three regional administrative
units — Alytus, Vilnius and Utena counties, with 4 districts in Alytus county (Alytus, Varéna, Lazdijai
and Druskininkai), 6 districts in Vilnius county (Vilnius, Salé¢ininkai, Sirvintos, gvenéionys, Trakai
and Ukmergé) and 5 districts in Utena county (described above). Vilnius, the capital of Lithuania, is in
the centre of the largest Lithuanian county - Vilnius County. District centres (Alytus, Varéna, Utena,
etc.) are the main towns of the counties.

The total population of the three counties reaches 1299.2 thousand inhabitants (202.2 thousand in
Alytus county, 895.4 in Vilnius county and 201.6 thousand in Utena county). The total area of the
Lithuanian border region is 22,277 sq. kilometres.

An important issue to be noted is that Utena county was given the status of target region for 2000, thus
enabling the county to get major EU Phare funding to support the Social and Economic Cohesion.

Polish — Lithuanian border

In Poland, there are four northern regions/Voivodships eligible for the programme (from west to east):
Zachodniopomorskie, Pomorskie, Warminsko-Mazurskie and Podlaskie. The regions occupy 85,578
km? and have a population of nearly 6.6 million people, constituting respectively 27.4% and 17.1% of
the country. Population density is rather low - 77 people for km? compared to 124 in the country.
Only Pomorskie Voivodship has an average density of 119 per/km”. The long sea cost of about 528
km, which is the main geographical feature of the region, determines the socio-economic development
of the whole area. There are two big cities located in the above Voivodships: Szczecin with 450
thousand inhabitants and the Gdansk-Gdynia-Sopot agglomeration with the population exceeding 750
thousand. About 65,1% of residents inhabit towns and cities, compared to the country average of



61.9%. Apart from the sea border, there are four land borders in the region: 165 km with Germany on
the west (Zachodniopomorskie), 210 km with Russia (Warminsko-Mazurskie), 103 km with Lithuania
(Podlaskie) on the north east and 210 km with Belarus on the east (Podlaskie).

Voivodships area population population population in

(km? (M) density towns and

(per/km?) cities (%)
Podlaskie 20,180 1.222 61 58.1
Pomorskie 18,293 2.186 119 68.6
Warm.-Mazurskie 24,203 1.464 60 60.1
Zach.-Pomorskie 22,902 1.732 76 69.8
Region 85,578 6.604 77 65.1

Sources.: Central Statistical Office, Warsaw, 1999

GDP per capita amounts to 10.2 thousand PLN (ca. 3.400 EUR) constituting about 90% of the Polish
average level. Two western Voivodships are close to the average whereas two eastern ones with a very
low GDP per capita indicator are amongst the poorest in the country. The unemployment rate of
13.9% is much higher than in other parts of Poland (10.4% on average) and the four Voivodships
considerably differ in this respect (the lowest rate of 9.5% in Podlaskie and the highest of 18.9% in
Warminsko-Mazurskie). The average gross salary in the northern region amounts to 1,121 PLN while
the Polish average salary is 1,233 PLN. The inflation rate is still high but systematically decreasing. In
1999 it dropped under 10% and is expected to account for about 7% in 2000.

Voivodships GDP per rate of the | Unemploymen | rate of the
capita country t rate (%) country
(th.PLN) | average (%) average (%)

Podlaskie 8.3 72.2 9.5 91.3

Pomorskie 11.5 100 13.6 130.8
Warm.-Mazurskie 8.8 76.5 18.9 181.7
Zach.-Pomorskie 11.1 96.5 13.1 126.0
Region 10.2 88.7 13.9 133.7

Sources. Preliminary National Development Plan, Warsaw, 1999

1.4.0utcomes and conclusions of cross border, inter-regional and
transnational co-operation activities
1.4.1. Phare CBC programme

The objectives of the Cross Border Co-operation (CBC) programme as it was stated in the Article 3 of
the Commission Regulations (EC) No 1628/94 of 4 July 1994 concerning the implementation of a
programme for cross-border co-operation between countries in Central and Eastern Europe and
Member States of the Community are:

1) to promote co-operation of border regions in countries in Central and Eastern Europe with
adjacent regions in a neighbouring country and thus to help border regions in Central and
Eastern Europe to overcome the specific development problems which may arise, inter alia,
from their position within the national economies, in the interest of the local population and in
a manner compatible with the protection of the environment;

2) to promote the creation and development of co-operation networks on either side of the
border, and the establishment of links and wider Community networks.



These objectives show that the main focus of the CBC programme was to increase economic and
social conditions and co-operation links particularly in the border regions.

The CBC programme was designed to facilitate the development of cross-border co-operation on the
external borders of the EU in the similar way as Interreg programme was supporting the activities on
the internal borders of the EU. The intention was to allocate CBC funding to the border regions in
Phare countries to co-finance joint projects with adjacent border regions in the EU eligible for Interreg
funding.

Thus CBC funding was available for the projects to be conjunctive with all three lines of Interreg
programme of previous SF programming period:

A — co-operation between border regions

B — measures to prevent flood and drought on national level (this type of assistance has not been used
in BSR)

C — co-operation between countries on spatial development issues

Even the aim of the Phare CBC programme was more to work in line with Interreg A. In practice it
turned out that there were only a few cases of joint projects and they were mainly in the line with
Interreg C. One of the main reasons was the lack of compatibility between Interreg and Phare
procedures.

CBC Projects

Since 1994 the relationship between the EU and the Phare countries has changed considerably as the
accession process has gathered momentum. The evolution of the BSR-CBC Programme reflected this
change. Originally CBC projects were confined to the coastal areas and were aimed at the
environmental clean-up of the Baltic Sea or at developing transport and communications links with
EU member states. In this respect the CBC Programme has made a significant contribution to building
physical infrastructure in the BSR.

To date, CBC funds have supported:
e the construction of 5 hazardous waste storage facilities;
e the building of 4 roads (contributing to the transit route ‘Via Baltica’);

e the development of 5 major port-harbour schemes (ranging from a Ro-Ro terminal at Klaipéda to
yachting harbours in the Estonian islands);

e installation and construction of 14 waste water treatment plants within the coastal zone;

e installing a fibre optic telecommunications networks across Lithuania;

CBC Programme, Regional Development and Capacity Building

From the beginning Phare CBC Programmes were focussed on border regions and were
complimented, on the EU side, by the Interreg IIA and IIC Programmes. In this sense CBC
Programmes were always regarded as regional development programmes. By late 1996, the Baltic

States, together with their neighbouring EU member states, came to the conclusion that it was time to
broaden the geographic scope of the Baltic CBC Programme.



It had become apparent that the coastal areas, with their ports and trading links, were the most
developed parts of the Baltic States. Therefore, the 1997 CBC Programme included support for
projects from the poorer, non-coastal regions in the Baltic States.

Considerable programming efforts were directed at identifying smaller, ‘softer’ projects, which built
capacity and developed institutions in local and regional governments. Hitherto, this had been a
neglected area of CBC funding support. From 1997-1998, the Programme supported 8 projects
concerned with training and institution building for municipal and local authorities. In addition, the
technical assistance staff associated with the CBC Programme gave a total of 7 training courses. Some
200 participants, drawn from the regional and local authorities across the 3 Baltic States received
training in project identification and management. However the changes of year 1999 to the Phare
programme — applied also to the CBC programme — led to a shift of programme activities.

Partnerships with EU Neighbours

Finally, it can be noted that the CBC Programme has been very successful in building partnerships
between the Baltic States and the region’s EU member states. Nowhere is this better illustrated than
the large investments made from CBC funds in building secure hazardous waste storage facilities. The
original designs, plans and concepts for these facilities were developed with bilateral assistance
programmes, mostly with Denmark, but also with Finland. CBC funds have built the physical
infrastructure developed in bilateral programmes. Such co-operation is now considered as an example
of ‘good practice’ in the efficient use donor resources and is being adopted by other Phare
programmes outside the Baltic Sea Region.

The Court of Auditors in its special report No5/99 concerning Phare cross-border co-operation (1994 -
1998) notes that during the first five years of its existence the Phare CBC programme had a positive
effect at institutional level as a result of the co-operation developed in the framework of the Joint
Programming and Monitoring Committees and the wider co-operation between regional and local
authorities arising from the planning and implementation of CBC projects.

As the main positive aspects of the programme the following ones are mentioned:

1) the programme has contributed to the strengthening of co-operation between Phare countries
and bordering EU Member States at national and, generally, regional and local level;

2) in most countries regional and local authorities have increasingly participated in the planning
and implementation of the programme. This helps prepare them with the subsequent
management of the EU Structural Funds

3) the small projects funds have proved a successful innovation for fostering cross-border co-
operation at grass roots level."”

While acknowledging the positive outcomes of the Phare CBC programme, the deficiencies of the
programme should be looked at for the purpose of more comprehensive new CBC programme in
future:

e comparatively small amount of the projects within the CBC programme were genuinely of cross
border nature;

e insufficient priority was given to projects which are primarily for the benefit of the population of
the border regions (Court of Auditors report);

" The special report of Court of Auditors No5/99 concerning Phare cross-border co-operation (1994 —
1998)



e the level of involvement of the local/regional authorities in the CBC programming was
unsatisfactory;

e some of the projects focused on national priorities rather than being specifically in the interest of
the local population of in the border regions (Court of Auditors report);

e the programme suffered from a number of programming and design weaknesses, which had a
serious impact upon the achievement of programme objectives, e.g lack of measurable cross-
border element, several wider and immediate objectives were not accomplished by activities
(OMAS assessment report);

e although the CBC Regulations sought to mirror the Interreg Regulations as closely as possible, the
Financial Regulations prevented the harmonisation of procedures what severely hindered the
establishment of joint projects between CBC and Interreg (Court of Auditors report);

e programme management procedures of both the beneficiary countries and the Commission were
too centralised (Court of Auditors report);

e no formal structures were established to co-ordinate the implementation of the CBC programme
after it has been approved in the BCC (OMAS assessment report);

e linkage with TACIS was only once successful and was not further persuaded

1.4.2. Description of cross border activities in the BSR
Status of cross border activities on inner borders of the BSR countries

Cross border co-operation has developed since the 1950s in the countries of the W-BSR and had its
rebirth in the E-BSR after those countries regained their independence. Cross border co-operation has
been motivated mainly by the aim to remove physical barriers, restrictions and other factors, which
contribute to the separation of communities in border regions. In terms of its general philosophy, cross
border co-operation applies to all aspects of daily life in the border regions and includes a broad scope
of activities.

The socio-cultural co-operation of border regions often is the first step to creating contacts between
people across the border and raising mutual awareness of common problems and development
potential.

In terms of its organisation, cross border co-operation has generated a tendency to institutionalise co-
operation through the establishment of formal structures. The existing funding programmes have also
facilitated this process.

In socio-economic terms, cross border co-operation is regarded as an important instrument to alleviate
key problems of regions, which are economically peripheral and are neglected by national economies.
These problems include: restricted catchment areas and markets for local enterprises, lack of economic
and other infrastructure, generally lower levels of investment and higher rates of unemployment with
the effect of demographic imbalances such as outward migration of the younger population. The
intensity of cross border problems on the EU external borders varies according to the level of
economic development and historical and political background of the countries concerned.

The intensity of cross-border activities including establishment of common cross border co-operation
structures for programming, implementation and monitoring of co-operation programmes and projects
is much higher in those regions of Phare countries in the E-BSR, which have borders with member
states (Estonia/Finland, Poland/Germany). Activities have been greatly facilitated by the CBC
programme. Nevertheless the border regions of Phare countries in the E-BSR have done various
activities leading to the establishment of common structures and performing common planning and



project activities. These structures and cross border planning activities would be much more of the
type necessary for Phare/Interreg projects if the CBC programme of the previous programming period
would finance more genuine cross border activities, but had not been focused mainly on national
priorities.

The Phare CREDO programme facilitated the development of cross-border structures and common
cross-border development planning. The activities financed and structures established within the
framework of CREDO are seen as the closest ones to the aims and tasks of the Interreg programme.
First of this entire programme laid down the basis for the establishment of cross border co-operation
bodies in the border regions. The programme greatly contributed to increasing the awareness and
experience of implementation of the Phare programme in the border regions, significantly improved
neighbouring relations between cross border regions and laid the basis for future more broad-scale co-
operation. The guidelines prepared for the management of the projects by the management authority
of the CREDO programme significantly helped the involved project partner to get acquainted with
Phare implementation procedures. the majority of projects laid a basis for planning of common cross
border development strategies (Management Plant of Sventaja river, Development plan of Latvia-
Estonia border land) as well as revealed existing strengths, weaknesses, opportunities and threats and
priorities of co-operation in border areas (see Appendix 3).

Currently there is wide range of various cross border activities in the border regions, which can be
seen as starting points for further development in line with Interreg/CBC implementation. There are
different forms of cross-border co-operation structures at regional and local levels: co-operation
councils, regional border committees, Euroregions. These structures are presently dealing with the
preparation and implementation of cross- border co-operation strategies and activity programmes. (see
Appendix 1). The analyses done by the Phare/LACE programme in border regions of ES/FIN, ES/LV,
LV/LT, LT/PL revealed, that the border of ES/FIN has established cross border structures and
considerable experience in programming and implementation whereas the borders of ES/LV, LV/LT,
LT/PL share the characteristic of lacking long-term experience in cross-border co-operation and
especially in EU cross border programmes. In some cases there are experienced cross-border
structures (for example the Euroregion Niemen/Nemunas, and the Latvia-Estonia-Russia Co-operation
council) and there are strong cross-border initiatives.

As it was shown by the Phare/Lace programme’s analysis as well as during other meetings, seminars,
and working groups, the main insufficiencies of these border regions can be summarised as follows:

e a general lack of knowledge and experience in the development and implementation of cross-
border programmes, including the requirements of Phare CBC for JCCs and JPDs;

e a general lack of knowledge and experience in the setting up and operation of SPFs;

e a general lack of practical experience in the development and implementation of genuine
cross-border projects (and especially larger projects since CREDO has supported small,
mainly “soft” actions);

e institutional building of cross-border structures at regional/local level to be able to cope with
Interreg [1IA/Phare CBC requirements is needed.

SWOT analysis (cross border co-operation on land borders)

Strengths Weaknesses

e EU accession strategy contributing to the | ¢ Lack of co-ordination between EU funding instruments

development of integrated territory of (Interreg, Phare, TACIS)
BSR e Insufficient awareness of Interreg programme

e Existing policy framework and political | ¢ Insufficient knowledge on Phare implementation
commitment for the co-operation within procedures

the BSR (Northern Dimension, different | e  Existing borders between the Phare countries diminish

BSR organisations) economic, cultural and society integration




Good political relationship and existing
co-operation agreements between local
and regional municipalities in border
regions

Baltic Free Trade Agreement between
Baltic countries facilitates free movement
of goods and services

Existing co-operation programmes
facilitate regenerating co-operation
between border regions (Phare CBC,
CREDO, SPF)

Historically grown links between border
regions

Increasing capacity of cross border actors
in preparation and management of
projects

Existing common development plans and
projects reveal growing interest of SME
to establish contacts over the borders

There is no data nor studies available on the economic
situation in border areas

Poorest economic indicators in border areas compared
to the average in the country show their peripheral
status within national boundaries (with the exception of
port areas)

Limited capacity of municipalities to co-finance projects
Insufficient number of business support structures and
frameworks in border areas

Lack of knowledge on market supply and demand and
differences of in-country business regulatory laws limit
co-operation in business field

Lack of cross border tourist routs and maps, including
the border regions’ historic sights, museums etc.

In certain co-operation areas joint cross
border development strategies have been
elaborated

Experience in development planning on
all levels of public administration
Existence of national, regional and local
plans and legal acts to preserve, sustain
and develop the environment and

landscape
Commitment of cross border actors to
further facilitate Cross border

development and establish of joint
programming

In certain co-operation areas joint cross
border co-operation institutions have
been established (cross border co-
operation councils, committees)

Lack of a strategy per one border at Nuts III level

Lack of one cross border co-operation institution on the
Nuts I1I level

Lack of institutions able to deal with programme
implementation

Differences in structures and competencies of different
levels of agreements and administration on either side
of the border, different level of decision making and
administrative culture

Administrative and legal obstacles hampering trade and
contacts

In the context of Interreg III the problem is that the
existing co-operation at this stage is a level below Nuts
111

Different national and EU financing procedures
encountered through Phare Decentralised
Implementation System

Time consuming procedures at crossing the borders
Limitations to free movement of people (visa regime)
on the border with Russia and Belarus

Undeveloped infrastructure of regional or cross border
importance

Deficient linking of the European, national and regional
transport connections

Poor quality or lack of roads along the borders

Lack of joint spatial plans for development of joint road
infrastructure

Polluted coastal areas, environmentally run down areas,
direct risks of pollution catastrophes or long term
hazardous impact on environment from objects across
borders, mostly of ex-military bases and objects left by
USSR army concentrated in border regions
Non-existing joint service infrastructure




Opportunities

Threats

Open borders with future EU states

New EU borders in the BSR resulting from EU
accession of some countries

Lack of sustainability of political commitments on the
local and regional level

Continuous lack of political support of national
governments to overcome administrative and procedural
obstacles

Potential to elaborate comprehensive
development strategies

Possibility to  develop  common
infrastructure  for  providing  joint
municipal services

Possibility to develop cross border labour
market

Possibility to increase  sustainable
tourism based on natural and cultural
assets, including the establishment of
common cross border tourist routes,
tourism products and development of
supplementary facilities and services at
tourism attractions

Possibility to boost the competitiveness
and efficiency of transportation by
developing logistical  services and
establishing multimodal transportation
crossing centres

Possibility to utilise cross border trade
potential

Possibility to increase funding to the
cross border activities by increasing CBC
programme allocation to specific cross
border projects

Exploring cross border co-operation
potential for further economic growth

Inability to find co-financing for cross border activities
because of decreasing budgets of local and regional
governments in some border areas of the BSR

High potential for establishing strong
cross border co-operation bodies

The ongoing administrative reforms can cause lack of
continuity of existing commitments of cross border
structures

Natural resources to be used,, protected
areas, historic places to be developed as
tourism attraction places

Potential for recycling of land including
old military bases and industrial sites
Good potential for establishment of
commonly run monitoring systems of
pollution prevention and elaboration of
common activity plans for emergency
situations




1.4.3. Status of trans-national co-operation in spatial development
issues

The experience of the BSR countries in spatial development issues within the framework of Interreg I1
C has been described and analysed by the working group preparing the Interreg III B programming
document:

The assessment of the previous programme incorporates the results of the interim evaluation carried
out in autumn 1999. The focus is put on trans-national co-operation on the project level and achieved
results so far, including activities of marketing of the OP and the preparation of applications, partner
search, application procedure, award and decision making procedure. The structure is built around the
interim evaluation and the most relevant conclusions from the report are integrated into the internal
experiences accumulated by the Common secretariat. The project progress reporting and financial
assessment procedures are also important parts of the assessment. The outcome of combined EU
financing of projects with partners from the W-BSR and E-BSR is stressed as both, success and
deficit.

The INTERREG II C Programme — has met obvious financial needs for supporting the on-going BSR
co-operation

The Baltic Sea Region is one of seven European larger co-operation areas covered by the “Community
Initiative Interreg II C”. The contribution from the ERDF is approximately 25 MEURO and the
duration period is from 1997 to 2001. The European Commission adopted the BSR Interreg 11 C
Programme in December 1997. The policy aim was to foster trans-national co-operation in the area of
common spatial/territorial planning and development. For the BSR this co-operation is based on a
well-established tradition of political co-operation on spatial planning with the same eleven BSR
countries involved as in Interreg II C/IIl B. Spatial development concepts for the entire BSR have
been adopted in the framework of VASAB 2010 by respective ministers (see chapter 2). The VASAB
priority activities were included in the BSR Action Programme of the CBSS (Council of the Baltic Sea
States).

Against this background it is obvious that there is a high political and professional interest for spatial
planning and regional development co-operation across borders in the BSR. This situation has been
part of the success to get partners early onboard in the implementation of the Interreg Il C programme.
The VASAB was one of the key points in preparing the ESDP, what provided a useful foundation for
project generation in the prioritised measures structure of the Interreg Il C Programme (See evaluation
of quality aspect below).

The timeframe for project applications, decision and final allocation of the EU funding has in fact
been less than two years. Within this short time more than one hundred project applications have been
created and one third of them have successfully been approved, received EU funding and begun.

Co-operation among participating BSR countries in the implementation structure (MC and SC
members) and “learning by doing” (with regard to the completely new field of working together in
transnational structures) has contributed to a better understanding and adjustment of administrative,
financial and legal procedures. Sharing of responsibilities between the different chairmanships has
attributed to their strong commitment to the BSR Programme.

The experiences from project monitoring and reporting system are mainly positive. Reports are usually
carefully prepared. Activities, outputs and results are clearly defined. The projects have extended their
information activities through homepages, brochures, newsletters, minutes of meetings and seminars
etc. This experience can be used for the new programme. A more in-depth analysis/evaluation on the
substantial results of project progress were the main focus of three thematic Quality Forums organised



by the Common Secretariat in autumn 2000. The results will also be used for further project
generation for the new programme.

The combination of Structural Funds and Phare/TACIS programmes in order to promote East-West
co-operation, has proved difficult due to different criteria, decision-making and implementation
structures and timing (for details see chapter 4.4 in Baltic Sea Region Interreg Il B programming
document.).

Several activities undertaken by the programme and project management of Interreg Il C concerning
the EU and non-EU side did not provide substantial progress. Despite the obstacles however, some
projects have managed to receive complementary funding. Among the 45 approved projects, 35 have
involved partners from the E-BSR. 23 projects requested funding from the Phare/TACIS BSR SPF
programmes. Only 12 of them successfully received Phare funding for approx. 3 MEUR and two
projects, out of the 12, received support from TACIS Micro funds. According to the project
applications, the total estimated financing need for the E-BSR project partners was more than 8
MEUR.



SWOT analysis of trans-national co-operation in the BSR in spatial development issues

Against the background and the analysis of Part I outlined in the Baltic Sea Region Interreg III B
programming document a SWOT analysis is formulated below:

STRENGTHS

The concept ”Baltic” is seen as a common
valuable property in all countries.

The existence of pan-Baltic vision, a
political commitment to strengthen the
Region and good experience of
transnational co-operation at all levels.

High degree of economic dynamism.

Several leading business clusters and
advanced industries having their base in
the W-BSR.

The existence of one of the best-integrated
sub-regions of Europe (i.e. the Nordic
Countries).

Well-educated population, considerable R
& D capacity.

International openness in terms of FDI and
trade.

Great nature values of European interest,
relatively high quality of environment, and
important cultural heritage.

Large natural resources to be exploited,
especially in the Arctic region.

A well-balanced system of metropolitan
regions acting as engines of development.

A well developed maritime transport
system.

Highly developed ICT system in some
parts.

WEAKNESSES

Varying sense of belongingness to the
BSR, mainly between small and bigger
countries.

Weak institutions running spatial policies
and very different spatial planning
systems.

Insufficient market institutions in the E-
BSR and weak structure of small and
medium size cities in several parts of BSR.

Large differences in levels of socio-
economic development between and
within countries.

Only partial integration of BSR in terms of
economy. Still existing legal and
institutional barriers, particularly at
borders.

In the northern countries large space and
low population density meaning great
distances between people and sub-regions,

Heavily polluted Baltic Sea.

Harsh climate in the northern parts of
BSR.

Peripheral position in Europe.

Missing pan-Baltic intermodal sustainable
transport infrastructure strategy.

Deficiencies in transport infrastructure, in
particular insufficient East-West links
(both by sea and land), border crossing and
port-hinterland connections.

Low accessibility of some parts of the
BSR. Restricted accesses to national and
transnational transport networks and hubs
of some parts of the BSR, especially due to
deficiencies in secondary networks and
connections.




OPPORTUNITIES

Building on advanced co-operation of BSR
regions and cities aiming at sustainable
development and strengthening of
competitive positions of the region.

Deepening of internal integration of the
BSR, using the Nordic countries as a
benchmark.

Possibility to pursue ESDP policy options
through demo projects.

Possibility for E-BSR to avoid some
planning and policy mistakes committed
by the countries of W-BSR.

Potential for a long period of rapid growth
in countries of the E-BSR; structural
disparities in the Region, e.g. low labour
costs in E-BSR actually providing pre-
conditions for growth.

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

Major potentials for quality tourism
development also infrastructurally weak
regions.

Relatively low pressure on nature thanks to
a low population density.

High potential for recycling of land
including old military bases, old industrial
sites etc.

Still high share of railways in freight
transportation in EBSR.

High potential to absorb future transport
growth through maritime services

THREATS

New EU-borders in the BSR resulting
from EU accession of some countries.

Growing economic and social inequalities
creating social and political tensions.

Unsustainable development due to a
(partly necessary) focus on short-term
benefits, with lack of cross-sector,
integrated approaches.

Difficulties to meet “New economy’s”
requirements in some countries/ regions,
e.g. those:

e sparsely populated,

e having no strong urban base.

Regions of the Arctic zone left in a semi-
permanent dependency on government
transfers and exploitation of raw material.

Growing pressure on agriculture regions in
EU accession countries.

Too strong pressure from human activities
causing pollution/destruction on valuable
landscapes

Unbalanced development of the urban
system, with rapid growth of some urban
regions, decline of others.

Urban sprawl generating additional
vehicular traffic and diseconomies of
public services.

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

1.4.4. Status of inter-regional co-operation

Interregional co-operation has developed rapidly in recent years and has been motivated by the desire
for transfer of experience and the exchange of know-how between different regions within Europe,
including regions and communities in CEECs and the NIS. Because of its definition as non-vicinity
co-operation, activities usually apply to a specific theme or sector.

The co-operation network of regions in the BSR — BSSSC (Baltic Sea States Sub-Regional Co-
operation) prepared a survey on interregional co-operation experiences in the BSR. The survey




revealed that the primary co-operation partners in the BSR are Sweden, Estonia and Finland. More
than 50% of the regions stated that that their primary partners come from these three countries.

Poland, Denmark and Lithuania are also shown as frequent co-operation partners, whereas Latvia,
Germany, Russia and Norway are not so often chosen as co-operation partners.

The main areas of interregional co-operation in the BSR according to this survey are regional
development, education, culture and environmental protection. About 50% of the regions have been
co-operating in the fields of tourism, administration, health care and business.

The survey also presented information on the sources of financing the inter-regional co-operation. The
most common sources of financing stated by the sub-regions in the BSR are national and EU funding.
Additionally the financing comes from bilateral funds, funds from national regional associations,
funds of different international organisations, private funding and also from the sub-regions’ own
budgets.

According to survey national funding is the main source of financing co-operation in the BSR; more
than 50% of the questioned regions stated that they financed their international co-operation by
national funding.

In some countries there are special state programmes for international co-operation. An example is the
Swedish International Development Co-operation Agency (SIDA). Almost all of the Swedish
members of the BSSSC have obtained financial support for their projects from SIDA.

In addition to the two main categories of funding - national and EU funding - international
organisations such as the Nordic Council of Ministers and the Council of Europe have also funded the
sub-regional co-operation activities. Funding provided by national associations of local and regional
authorities is also an important source of financing BSR. 22% of the sub-regions have obtained
financial support for their projects by these associations. In this respect it should be pointed out, that
there are great differences between the funding regulations of bilateral assistance programmes and
categories of expenditure, which can be financed within their framework.

The various range of financing programmes has an enormous influence on the choice of projects and
co-operation fields. Consequently, to some extent the organisations and institutions providing the
funding also provide the framework for inter-regional co-operation. The survey reveals, that about 65-
70% of the BSSSC regions found that the existing funding programmes for BSR co-operation matched
their priorities.

According to the point of view of local and regional governments involved in interregional co-
operation in the BSR, there is clear need for improved information and communication strategies with
regard to the EU funding programmes for co-operation. Co-ordination with bilateral assistance
programmes for the benefit of a more efficient use of available resources and more valuable outputs of
the projects is also needed. This would be necessary for the purpose of conveying a more accurate
picture of the real varieties of funding to potential applicants and to help local and regional authorities
make appropriate choices on which funding is more relevant to their co-operation projects. It would be
necessary to try to find the ways to ensure that bilateral assistance is complementary to the relevant
EU funding.

Co-operation networks and activities in the BSR

Co-operation in the Baltic Sea Region is very essential for those living inside as well those living
outside the Region due to the security implications that a hostile BSR environment could entail.
Besides security matters, many other possibly problematic sectors find their solutions in common co-
operation: environment, transport, energy infrastructure, employment and education, spatial
development, etc.



Considerable co-operation already takes place on the state, regional and local government level as well
as between companies and NGOs aimed at re-establishing the Baltic Sea Region's historical, cultural
and economic ties. As the most important co-operation organisations and institutions contributing to
the sustainable development of the BSR the following ones should be mentioned:

CBSS — Council of the Baltic Sea States

BSSSC — Baltic Sea States Sub-regional Co-operation

UBC — Union of the Baltic Cities

CPMR/BSC - Baltic Sea Commission

B7 - the BSR Seven Largest Island co-operation

B21 — Baltic 21 — An Agenda 21 for the Baltic Sea Region

NCM — Nordic Council of Ministers

HELCOM - the Baltic Marine Environment Protection commission or Helsinki Commission

Programmes supporting interregional co-operation.

ECOS-Overture and the CBC Small Project Fun were the two main programmes supporting
interregional co-operation. Regarding the ECOS-Overture programme, although the priorities and
measures were very attractive for regions, the programme turned out to be quite unpopular in the
countries of BSR. This was mainly due to the complicated scheme of co-financing, and the long and
complicated, not transparent procedure of granting the projects. The requirement to have between 3
and 6 principle partners in the project and to secure co-financing for large ECOS Overture projects
was very difficult to meet. The positive aspect of the programme was that the partners of the projects
continued their co-operation through other Community programmes and they also obtained good
knowledge and experience on Phare implementation procedures.

The introduction of this programme provided those regions and communities that had been already
established for bilateral co-operation in socio-cultural spheres the possibility to further benefit. Since
the programme corresponded well to the needs of regions and local governments in both the activities
eligible for financing and size of projects it became extremely popular in a short time. The programme
boosted the utilisation of already existing contacts and strongly stipulated partner search among those
not having a partner in the BSR. It also significantly increased the knowledge and experience of
involved actors in Phare implementation procedures and laid the basis for further co-operation in
developing common development strategies and action programmes. E-BSR SPF project participants
greatly benefited by increasing their knowledge on EU policies and structures and the integration
process in general (see Appendix 3).



SWOT analyses (interregional co-operation

Strengths

Weaknesses

Well-developed co-operation networks
existing in EU, like strong policy
framework and commitments as in the
BSR (Northern Dimension, various BSR
organisations like BSSSC, CPMR etc.)
Interregional co-operation has been
greatly stimulating the awareness of
project partners in accession countries on
the EU system and has increased the
knowledge of member countries on the
actual situation in accession countries
Good experience and skills obtained
during the previous interregional co-
operation programmes

Increasing amount of bottom-up
approach partnership initiatives in the
region

e Lack of synergy between EU funding
instruments available (Interreg, Phare,
TACIS)

e Mostly long existing partnerships are
operational and take advantage of
existing funding programmes whereas
others have difficulty in finding new
partners (lack of partner search)

e (ultural and administrative differences
between partners

e Insufficient knowledge of partner’s
situation

e New established partnership takes a long
time to become operational

e Little possibility of verifying of partner’s
expert quality

e Costly projects mainly because of travel
expenses

e Insufficient co-financing capacity
Complicated project finance management
and book-keeping procedures

Opportunities

Threats

The approach offered by interregional co-
operation stipulates innovative actions
and adoption of best practices

There is a possibility to solve specific
problems (environmental, social) by
finding more experienced partner in the

field

e Sustainability of political commitments
e More dependant on political and
administrative changes




2. Programme for long term cross border, trans-national and
interregional co-operation 2001 — 2006

Taking into consideration the background information and SWOT analyses, and on the base of
agreements reached in the Baltic Joint Co-ordination Committee, the new approach has been chosen
for the Phare Cross Border Co-operation programme in order to achieve better co-ordination with the
INTERREG programme.

In the new programming period of 2001 — 2006 the Phare CBC programme sets the framework for
activities in close alignment with INTERREG III programme both regarding the priorities and
management of the programme.

The new Phare CBC programme will operate in line with all three Strands (A,B,C) of INTERREG
programme ensuring the preparation of candidate countries of the BSR for wider and more efficient
participation in the INTERREG programme and subsequently in management of EU Structural Funds.

2.1.The Grant Scheme of the Phare Cross Border Co-operation
programme

The Grant Scheme of the Phare Cross Border Co-operation Programme will operate as Interreg I1I Strand A type
programme addressing the cross border problems on the physical borders and contributing in solving the
problems of regional disparities within the border regions of the BSR.

The Grant Scheme will fund investment projects and “soft” projects up to 25 — 30 % of total financing of the
Grant Scheme.

2.1.1. Objectives of the programme

The overall objectives are:

e to promote the creation and development of the new, and facilitate the existing co-operation
networks on either side of the border, and the establishment of links between these networks and
wider Community networks in order to increase the living standards and overcome the specific
development problems in the border regions of Central and Eastern Europe, ensuring in this way
the balanced and sustainable development and integration of the European territory;

e to support activities, which contribute to the socio-economic cohesion of border regions in Central
and Eastern Europe, facilitating in this way a more successful preparation of the accession process

of these countries.

The specific objectives of the programme are:

e to encourage cross border co-operation as a mechanism to maximise the economic growth
potential of border regions in Central and Eastern Europe and the Baltic Sea Region as a whole;

e to support common planning processes and institution building of cross border co-operation
structures in the border regions;

e to protect and improve the environment, energy efficiency and renewable sources of energy,
especially affecting local living conditions, recreation and business development and to reduce
pollution levels, particularly regarding the Baltic Sea and cross border water courses/bodies;

e to improve accessibility, communication, infrastructure and transport links within the border
regions and link them to the Trans-European networks;



e to support the productive sector, in particular SMEs, by creating a business friendly environment

and overcoming the obstacles to trade and co-operation within the BSR;

e To increase the capacity of human resources in the border regions through facilitation of co-

operation on research, technological development, education.

2.1.2. The eligible areas

Indicative list of regions in candidate countries eligible for the Phare CBC programme

Estonia — Finland Northern Estonia, Middle Estonia, Western
Estonia Estonia
Estonia — Latvia Western Estonia, Southern Estonia
Estonia — Russia North Eastern Estonia, Southern Estonia
Lithuania — Poland Alytaus, Marijampoles
Lithuania | Lithuania — Latvia Klaipedos, Telsiai, Siauliai, Panevezys, Utenos
Lithuania — Belarus Utenos, Vilniaus, Alytaus
Lithuania — Taurages, Klaipedos, Marijampoles™
Kaliningrad
Latvia — Estonia Vidzeme, Riga region
Latvia Latvia — Lithuania Kurzeme, Zemgale, Latgale
Latvia — Russia Vidzeme, Latgale
Latvia - Belarus Latgale
Poland Poland — Baltic Sea Zachodniopomorskie, Pomorskie, Warminsko —
Mazurskie, Podlaskie

* Lithuania has begun an administrative reform process that should continue until 2003/4. After the reform process is
completed, the number and size of the regions shall change. This list is therefore indicative and shall change in the future.

2.1.3. Priorities and measures of the programme

On the basis of the background information and SWOT analyses the following priorities and measures
have been defined for the Grant scheme of the Phare Cross Border Co-operation programme:

Priority 1 Improvement of infrastructure of cross border importance

e improvement information

technologies;

and development of transport, communications,

e improvement and construction of facilities for protection of environment (water
supply and quality, waste management, prevention and reduction of pollution) and
efficient energy management;

e development and renovation of facilities in small ports along the Baltic Sea coast,
particularly with regards to the development of yacht tourism;



Priority 2

development and improvement of cross border infrastructure for establishing and
maintaining common recreation, tourism, cultural, educational, health, public and
social services.

Promotion of local economic development through facilitation of the business
environment, SME development, local development and employment initiatives

development of cross border networks of economic relations between SMEs for the
establishment or development of commercial, professional or cross-border
development organisations and structures to improve co-operation, exchange of
information, transfer of management skills and technology, studies and market
research;

promotion of natural and cultural assets as potential for development of sustainable
tourism;

support to the use of information and communication technologies for developing
networking and supporting joint business and marketing strategies.

Priority 3 Promotion of co-operation on education, culture, research and technological development

encouraging co-operation between educational, culture, research, technology and
development centres, in the areas of education (school, higher and university, and
vocational training), culture (including media and sport), health and civil protection
through the creation and management of common resources, institutions and facilities
to promote employment and raise competitiveness in cross border areas;

facilitating the use and safety of transfer of information and communication
technologies for improving public services, including transfer of know-how and
technologies amongst local/regional administrations and the development of
applications of public interest (education, training, health care);



2.2. Small Project Fund

SPF will operate in line with INTERREG III Strands B and C and will fund wide variety of small- scale, people-
to-people actions and “soft” projects. Certain preparatory and soft actions of A type will be allowed under SPF

as well.

2.2.1. Objectives of the programme

The overall objectives of the programme:

to introduce and maintain co-operation between those involved at the local and
regional level in different spheres in order to facilitate exchange of experience either
through the transfer of know-how or through development of a shared project;

to improve the capacity for action and better methods for achieving economic and
social development in the border regions;

to contribute to regional development and capacity building of regions, communities
and local organisations by providing exchanges of best practices and establishing of
co-operation networks.

The specific objectives of the programme:

development and enhancement of co-operation between the communities on either
side of the border with a view to joint improvement of economic development, living
conditions and on-going contacts;

stimulation and support to the creation of sustainable co-operation structures among
local and regional organisations;

support to education and training activities for institutions and individuals involved in
local and regional development, local government and organisations of public interest,
including development and implementation of co-operation projects in line with EU
practice;

raising the level of public awareness and facilitating a better understanding of the EU
Integration process;

development of cultural co-operation between neighbouring areas in the BSR;
facilitation of cross-border contacts and activities of various groups of the population;

enhancement of possibilities for cross-border tourism attraction and linkages between
the tourism support structures.

2.2.2. Eligible area

The programme will continue to support small-scale co-operation actions between regions and
communities in the BSR on either side of national as well as sea borders in tackling common problems
and in developing and implementing cross-border and/or inter-regional projects which contribute to
development on both sides of the border. In the case of Poland the eligible voivodships for the



implementation of projects complementary to the INTERREG III Initiative (line C) are
Zachodniopomorskie, Pomorskie, Warminsko-Mazurskie, Podlaskie and Kujawsko-Pomorskie.

2.2.3. Priorities and measures of the programme

e To facilitate the existing and promote the establishment of new cross border co-operation
networks, creation of co-operation structures and cross border development strategies

promotion of co-operation between local and regional authorities for establishment of cross
border co-operation structures and increasing their capacity to deal with joint planning and
implementation of cross border co-operation strategies;

joint planning for management of cross border areas, including spatial planning, project
preparation.

e To operate as funding tool for co-operation projects with the BSR partners within
INTERREG III B programme according to the priorities set in INTERREG III B
programming document (whole document attached to the JPD):

Promotion of spatial development approaches and actions for specific territories and sectors
Measure 1: Supporting preparation and implementation of strategies for macro-regions

Measure 2: Promoting sustainable development of specific sectors

Measure 3: Strengthening sustainable development of coastal zones, islands and other specific

areas
- Promotion of territorial structures supporting sustainable BSR development
Measure 1: Promoting the development of balanced polycentric settlement structures
Measure 2: Creating sustainable communication links for improved spatial integration
Measure 3: Enhancing good management of cultural and natural heritage and of natural
resources

Promotion of institution building, strengthening trans-national spatial development

e To support interregional co-operation targeted at exchange of experience, transfer of
knowledge and networking in the following spheres (after finalisation of the INTERREG III
C Programme for the BSR the SPF will also operate as co-funding source for the
programme):

- Support to economic and trade development;
- Environment protection;

- Local democracy;



- Human resource development;
- Tourism development;

- Cultural exchanges setting the basis for long-term continuous co-operation.

2.3.Institutional framework

2.3.1. Decision making, co-ordination and monitoring system

The Baltic Joint Co-operation Committee (hereafter as BJCC) has been established as set out for
Phare CBC in Article 7 of Commission Regulation (EC) 2760/98.

The BJCC will be the principal forum to assist Baltic Sea accession countries in their implementation
of Phare CBC in order to bridge over to Structural Funds procedures, taking into account the Phare
2000 Review, the Northern Dimension Action Plan and priorities agreed in joint Interreg/Phare CBC
programming documents.

The BJCC objectives are:

-  To promote co-operation of border regions in the countries of the Baltic Sea Region
(Germany, Poland, Sweden, Denmark, Finland, Estonia, Latvia, Lithuania) and thus help them
to overcome specific development problems which may arise, inter alia, from their position
within the national economies, in the interest of the local population and in a manner
compatible with the protection of the environment.

- To promote the creation and development of co-operation networks on either side of the
border and the establishment of links between these networks and wider Community
networks.

The tasks of BICC

The BJCC, in accordance with the Commission Regulation (EC) 2760/98, will prepare a joint cross-
border programming document in a multi-annual perspective. The document will include common
development strategies and priorities for the region, seen as one single socio-economic and
geographic entity, and provisions concerning joint implementation. The document will guide the
programming and implementation of the actions to be undertaken in the framework of the relevant
programmes and initiatives for cross border co-operation, assisted by the European Community.

The BJCC will define a set of projects based on the Joint Programming Document (see full text of
Rules of Procedures of the BJCC in Appendix 2).

In order to achieve the close co-ordination of the Phare CBC Baltic activities with the procedures of
the Baltic Interreg Programmes, several steps must be taken.

Such a close co-ordination with Interreg might be safeguarded by the following measures:



- the identical persons should represent Baltic Sea countries in the BJCC and the Interreg III B-
Steering Committee. This would allow for a close co-ordination of both bodies.

- co-ordinated sessions of the BJCC and Interreg I1IB Steering Committee should be foreseen,
implying that both committees meet at the same place and at the same date.

- if possible, a similar identical membership could be reached with the Interreg III C-Steering
Committee, once the decision making process for III C has been decided.

- a broad use of the decentralised implementation options foreseen in the Phare Review allows for
an easier co-ordination with Interreg as it offers the possibility to decide at the same level.

Procedures for the BJCC must be in compliance with the specific character of the Baltic CBC
programme. So far, Baltic Phare CBC combines activities of cross border co-operation (Interreg: A-
type), transnational co-operation (Interreg: B-type), and interregional co-operation (Interreg: C-type):

- A-type-activity: bi- or trilateral co-operation projects at land borders, regionally based on the Nuts
[II-level, involving two or three countries of the programme.

- B-type-activity: multilateral co-operation projects in the field of spatial development, covering
larger spatial units, involving several countries of the programme.

- C-type-activity: multilateral co-operation projects, involving several countries of the programmes
To deal with these three different programmes in the framework of the BJCC, the endorsement setting

must be slightly different for each of these types of activities. Three settings and three steps are
suggested:

Step 1: Eligibility test on national level (carried out by the Secretariat to Phare CBC)

The eligibility test is completed on a national level, taking into account the specific national requirements
and conditions. It comprises two aspects

1) Confirm the formal eligibility of the applications according to national and Phare rules

2) Check each application if it is A,B or C type activity and is put to the list of the Grant scheme or SPF

Step 2: Expert Evaluation of applications on the national level (carried out by the group of assessors
approved by the Steering Committee)
2 project lists from each country prepared one for the Grant Scheme and one for SPF

Step 3: The project lists are submitted for discussion and endorsement by the BIJCC (the consultative
body) and co-ordinated between 4 countries to avoid “half-funding” of projects. The main criterion here
is the cross-border nature of the projects. The BJCC will establish the final list of projects for the Grant
Scheme and SPF for each country. This list will be submitted nationally in each of the 4 countries
together with an evaluation report to the CFCUs/IAs and Delegations.

The BJCC is holding the three "strands" of the programme together.

A-type applications | B-type applications | C-type applications




in the case of existing sub-

programmes (e.g. Estonia-Finland

or other emerging sub-
programmes):

a) approval in the steering
committee of the sub-
programme.

b) Endorsement of the activities
in the BICC.

in the case of cross-border-

programmes, where no sub-

programmes are existing:

- endorsed/approval by the BJCC

in framework of the competence

of BJCC

Endorsement of the projects by
the BJCC.

Two options for the Co-
ordination with Interreg III B-
Baltic-Programme:

a) co-ordinated sessions of the
BJCC with the Interreg III B-
Steering Committee (forming
kind of a PHARE-
CBC/Interreg Steering
Committee).

b) ifa co-ordinated session is
not possible. The Interreg
Steering Committee is kept

Endorsement of the projects by
the BJCC.

Two options for the Co-
ordination with Interreg III C-
Programme:

a) also in the case of C-type
activities, a co-ordinated
session with the Interreg
Steering Committee is
possible.

b) the Interreg Steering
Committee is kept informed
about the decision of BJCC as
soon as possible.

informed about the decision
of BJCC as soon as possible.

Step 4: Approval of the BICC’s endorsed lists of projects by the National Steering Committees

Step 5: Final approval by the EU delegations

Monitoring System for EU funded programmes

In each Candidate Country a Joint Monitoring Committee (JMC) will be set up. It will be
responsible for supervising the progress of EU-funded assistance Programme (Phare, ISPA,
SAPARD) towards their objectives and co-ordinating their activities. The JMC will review
the technical and financial progress of on-going Phare programmes to assess their progress
towards achieving the objectives set out for them in the programming documents, taking into
account the provisions laid down in the Accession Partnership.

The JMC will review on-going programmes on the basis of monitoring reports prepared by the Phare Sectoral
Monitoring Sub-Committees (SMSC). The SMSC’s will work on the basis of monitoring reports prepared by
‘Implementors’ for each sector or sub-sector for which it is responsible and presented by the National Aid Co-
ordinator.

Membership of the JMC will include the National Aid Co-ordinator, the National Authorising Officer and the
Commission Services, Headquarters and Delegation. Other parties may be invited by the JMC on ad hoc basis to
provide supplementary information if so required.

2.3.2. Implementing, managing and paying authorities

Estonia

The Phare CBC programme will be managed in accordance with the Phare Decentralised System
(DIS) procedure. The National Aid Co-ordinator - Minister of Finance - will have the overall
responsibility for the programme’s implementation, whereas the Ministry of Internal Affairs has the
responsibility for the programming, monitoring and execution of the programmes. The Programme
Authorising Officer is nominated.

The National Fund (NF) in the Ministry of Finance of Estonia, headed by the National Authorising
Officer (NAO), will supervise the financial management of the programme and will be responsible for
reporting to the European Commission.




The Implementing Authority (IA), consisting of the Central Financing and Contracting Unit (CFCU)
at the Ministry of Finance, will be responsible for the implementation, contracting and payment of the
Phare Cross Border Co-operation Programme. For the implementation of the Small Projects Fund
(SPF) the Phare Procurement Agency contract may be used.

For the management of the programme the Programme Officer (PO) is nominated in the Ministry of
Internal Affairs. The PO is responsible for proper co-ordination, supervision and monitoring of the
Phare CBC Programme.

The Steering Committee (SC) for the SPF is established. The SC is the principal institution
responsible for the operation of the SPF. The SC supervises the activities of the SPF and makes final
decisions concerning project selection and funding.

The SC consists of representatives of the Ministry of Internal Affairs, Bureau of Minister without
portfolio being responsible for regional affairs, County Governments, Union of the Estonian
Associations of Local Authorities, and the Ministry of Finance. The SC is established by the Decree of
the Minister of Internal Affairs. The composition of the SC is approved by the European
Commission Delegation (EC Delegation) in Estonia.

The representatives of relevant partner countries (EU member states and Phare countries) should be
invited to participate in the SC meetings as observes in case co-ordination is necessary.

The EC Delegation and CFCU are invited as observer to the meetings of the SC in order to monitor
the implementation of the programme.

The EC Delegation is responsible for the endorsement of projects for funding and monitoring of the
programme. The EC Delegation approves a Standard Model Contract, the forms of the interim and
final reports and a standard format of the monthly financial and progress report produced by the
Secretariat of the SC. The EC Delegation receives regular reports on the progress of the operations of
the SPF and final reports of the projects.

To provide technical support in relation to the selection of projects and monitoring of project
implementation, a Secretariat will be established to undertake managerial and administrative
functions in relation to the operational aspects of the SPF. The National CBC Programme will be
administered and managed directly by the Ministry of Internal Affairs.



Latvia

The Phare CBC programme will be managed in accordance with the Phare Decentralised System
(DIS) procedure. Organisational structure for management of the programme in Latvia includes the
following components:

= National Fund

headed by the National Authorising Officer (NAO) being the central treasury entity within the
Ministry of Finance through which the Community funds are channelled towards the Republic of
Latvia

= the Central Finance and Contracting Unit (CFCU), Ministry of Finance

headed by the Programme Authorising Officer (PAO) and fulfilling obligations of the
Implementing Agency for the SPF scheme and the Contracting Authority for the projects under the
SPF scheme as set by the Phare DIS and Memoranda of Understanding on establishment of the
National Fund and the CFCU between the European Commission and the Government of Latvia, and
standard Financing Agreement between the NAO and PAO on implementation of the EC Phare CBC
1999 programme in Latvia

= the Steering Committee

chaired by the Senior Programme Officer (SPO) and supporting the SPO to fulfil his / her
obligations as set by the Memoranda of Understanding on establishment of the National Fund and the
CFCU between the European Commission and the Government of Latvia

= the EC Delegation in Latvia.

representing the European Commission and fulfilling its rights and duties as set by the Phare DIS
and Memoranda of Understanding on establishment of the National Fund and the CFCU between the
European Commission and the Government of Latvia.

Lithuania*

The Phare Cross Border Co-operation Programme is managed in accordance with the Phare
Decentralised Implementation System (DIS) procedure. The National Aid Co-ordinator (NAC) - the
Ministry of Foreign Affairs of Lithuania — has overall responsibility for programming, monitoring and
implementation of the Phare Programme, including the Cross Border Co-operation Programmes. For
the management of the Phare CBC Programme, the Programme Authorising Officer (PAO) is
nominated at the Ministry of Finance. The PAO also acts as the Contracting Authority for the
Programme.

The National Fund (NF) in the Ministry of Finance of Lithuania, headed by the National
Authorising Officer (NAO) (head of the Central Financing and Contracting Unit), supervises the
financial management of the Programme and is responsible for reporting to the European Commission.

The Implementing Authority (IA), consisting of the Central Financing and Contracting Unit (CFCU)
at the Ministry of Finance and the Technical Assistance Department at the Ministry of Foreign Affairs,
is responsible for the implementation of the Phare Cross Border Co-operation Programme.

To ensure proper co-ordination, supervision and monitoring of the Phare CBC Programme, a
Programme Officer (PO) is nominated by the NAC to co-ordinate the National Phare CBC and a
National Small Project Funds Co-ordinator (NSC) to co-ordinate the SPF.



For the SPF a Steering Committee (SC) responsible for the general promotion of the programmes
and selection of the project proposals, is established. The SC consists of representatives of the relevant
institutions from all partner countries in eligible territories of the Baltic Sea Region. The composition
of the SC is approved by the European Commission Delegation (EC Delegation) in Vilnius. An EC
Delegation representative is invited to SC meetings as an observer.

To provide technical support in relation to the selection of projects and monitoring of project
implementation, a Secretariat is established to undertake managerial and administrative functions in
relation to the operational aspects of the SPF. The National CBC Programme is administrated and
managed directly by the Technical Assistance Department of the MoFA.

The National CBC Programme/grant scheme will be administrated and managed directly by the
Technical Assistance Department of the MoFA. An Implementing Agency will later be set up for
administration of the CBC grants.

* The National Aid Co-ordinator, Implementing Authority and related structures should change by the end of 2001. This
section of the JPD shall be revised once the changes have been finalised.

Poland

The programme will be managed in accordance with the Phare Decentralised Implementation System
(DIS) procedure. The National Aid Co-ordinator (NAC) from the Committee for European Integration
will have overall responsibility for programming, monitoring and implementation of Phare
programmes in Poland. The National Fund (NF) in the Ministry of Finance, headed by the National
Authorising Officer (NAO), will supervise the financial management of the Programme, and will be
responsible for reporting to the European Commission. Appropriate financial control shall be carried
out by the competent National Control authority with respect to the implementation of the programme.

The Commission will transfer funds to the NF in accordance with the Memorandum of Understanding
signed between the Commission and the Ministry of Finance. Funds will be transferred following
requests from the NAO. The NAO must submit to the Commission the designation of the PAO and a
description of the system put in place, highlighting the flow of information between the NF and the IA
and the manner in which the payment function will be carried out.

The National Fund will transfer funds to the IA in accordance with Financing Agreements (FAs)
signed between the NF and the IA. The IA is headed by a Programme Authorising Officer (PAO)
appointed by the NAO after consultation with the NAC. The PAO will be responsible for all the
operations carried out by the [A.

A separate bank account, denominated in EUR, will be opened and managed by the NF in a separate
accounting system in the Central Bank or in a bank agreed in advance with the Commission. In
principle, all bank accounts will be interest bearing. Interest will be reported to the European
Commission. If the Commission so decides, on the basis of a proposal from the NAO, interest may be
reinvested in the Programme. The same procedures will apply to any funds transferred to the IA.

The NAO and the PAO will ensure that all contracts be prepared in accordance with the procedures set
out in the DIS Manual.

The Implementing Agency assumes full responsibility of depositing the funds until final payment is
due and for ensuring that said funds will only be used to make payments related to the retention
clauses. The Implementing Agency further assumes full responsibility towards the contractors for
fulfilling the obligations related to the retention clauses. Interests accrued on the funds deposited will
be paid to the Commission after final payment to the contractors. Funds not paid out to the contractors
after final payments have been settled shall be reimbursed to the Commission. An overview of the use



of funds deposited on warranty accounts - and notably of the payments made out of them - and of
interests accrued will annually be provided by the NAO to the Commission.

The Implementing Authority for the Phare Cross Border Co-operation Programme (IA) within the
Ministry of Internal Affairs and Administration will be responsible for implementation of the Phare
Cross Border Co-operation Programme, including the Small Project Fund.

2.4.Indicative financial framework

As stated in the Guidance document for the Joint Programming Document in the context of
Phare/Interreg Cross Border Co-operation, the EU financial perspectives for 2000-2006, decided by
the European Council in Berlin in March 1999, provide for an annual allocation of Phare funds for
candidate countries of 1.560 million EURO, including Phare CBC.

The allocation for support to cross border co-operation through CBC will be up to 480 million EURO
for the period 2000-2006 for candidate countries in Central Europe.

3 million EURO have been allocated to each of the four candidate countries of the BSR (Estonia,
Latvia, Lithuania, Poland) from the Phare budget to CBC annually.

2 million EURO will be used for a Grant scheme and 1 million for the SPF. According to the Article 5
paragraph 2 of Commission Regulation 2760/98 a limited percentage of the appropriations may be
used for a joint small project fund. According to the decision of the BJCC the annual allocation for the
Small Project Fund for each country will be 1 million EURO.

Period Country Total Grant scheme SPF TA
2000 -2002 (MEUR) of the CBC (5-10 %)
(MEUR) (MEUR) out of total sum
decided by each
country
Estonia 3
Latvia 3 1.8 0.9 0.3
Lithuania 3 2 1
Poland 3 2 1

Project size
The SPF: the total allocation will be 1 MEUR with a project size of 10,000 — 50,000 EUR.

The Grant Scheme: the total budget will be 2 MEUR with a project size from 50 000 to 2 MEUR.

Under the new Phare CBC, 5 — 10 % of the total allocation should be earmarked for administration,
TA and accompanying measures such as the further development of the programme. The precise
amount should depend on the precise needs resulting from the chosen structure and take into account
additional costs that the current BJCC chair may have from running the joint secretariat or the
common website.




Note.

The Phare CBC programme should allow the flexible approach regarding the project size and
in the cases, when there are fully-justified large scale B type projects they could be funded
through the Grant Scheme.

Co-operation activities of A type can also be funded from the SPF if the project size is below
50 000 EUR

The Guidelines for Grant Scheme of Phare CBC will be prepared under management of BJCC
on the basis of a template to be provided by the Commission.



2.5.Co-ordination with other EU pre-accession financial instruments

Starting from 2000, in the context of further transformation of European Community assistance to the
Candidate Countries foreseen in Agenda 2000, assistance will primarily by channelled via three
financial instruments: 1) the Phare programme, providing assistance to the institution building,
investments into Acquis and Social and Economic Cohesion (the three priorities of business-related
infrastructure, productive sector investment and human resources development); 2) ISPA, which
finances large scale infrastructure projects in the fields of environment and transport; and 3)
SAPARD, which provides aid for agriculture and rural development. The support of these
programmes is targeted at the Accession Partnership priorities to help the candidate countries to fulfil
the criteria for membership.

The future Cross Border Co-operation Programmes will form a part of the whole Phare Programme
and will gradually be integrated into wider regional development policies, taking into account the
Accession Partnership priorities. The co-ordination of programming and implementation of the CBC
programme with other assistance programmes will be ensured through cross participation in
programme monitoring committees (Phare, ISPA and SAPARD) and a system of exchange of
information.

As stated in the Phare 2000 Review, the Commission will further develop the programming of CBC
through the National Development Plans (NDPs), a more programmatic approach, multi-annual
programming and decentralisation of implementation.

With regard to the link of the JPD with the NDPs of the Phare countries of the BSR, the main
strategic objectives and priorities of the CBC programme presented in this document are in line with
these set out in the National Development Plans for 2000-2002 of Estonia, Lithuania and Poland and
in the Strategic Memorandum on NDP in Latvia. Thus the priorities and measures of the CBC
programme complement the ones in the NDPs; other types of measures are used to contribute to
solving regional disparity problems in the regions. Overlapping will be prevented by the use of
different financing schemes, whereas the size of projects in the National Phare programme and ISPA
are from below 2 million up to 5 million EUR, the CBC programme will cover projects between
10,000 and 2 MEURO.



3. Appendices

3.1.Political, institutional and legal framework of cross border and
interregional co-operation in the programme area.

Latvian —Estonian, Latvian — Russian, Latvian — Belarussian, Latvian — Lithuanian borders

Political and institutional framework
O Regional border committees

Within the framework of the CREDO programme regional border committees were established on
the Latvian — Estonian, Latvian — Russian, Belarussian and Latvian — Lithuanian borders with the
purpose to take common decisions on cross border co-operation priorities within the programme.
The committees were comprised of the representatives from regional and local governments of the
border area (the smallest administrative regions along the border were eligible territories for this
programme on above mentioned borders — districts in Latvia, counties in Estonia, districts in
Lithuania, Belarus and Russia).

Evaluation sub-committees and secretariats were established and supported by the programme
with the purpose of assisting in the launching of the programme and conducting the evaluation and
prioritisation of the projects. Firstly sub-committees took the decisions on each side of the border,
and afterwards the common border committees passed the final decision on common priorities and
list of prioritised projects.

0 Latvia-Estonia-Russia Co-operation Council
The Co-operation Council of Latvian, Estonian and Russian border regions is a voluntary union, established
in June 1996 by the regional and local municipalities and governmental institutions of Latvia, Estonia and

Russia.

The establishment of the Council was supported by Phare CBC programme with co-financing in amount of
62% of total expenditures (EURO 185 000 of EURO 297 000).

The co-operation partners in the Council are:

e  Viru, Pilva and Valga counties of Estonia.

e  Aluksne, Balvi, Ludza and Valka districts of Latvia;

e Palkino, Pechoru, Pitalovo and Pskov districts of Pskov region from Russia;
The main aims of the Council are:

e organisation of co-operation of the border regions for preparing and implementing of common
programmes and projects;

e representing the proposals of the Council and interests of the partners in the governmental institutions
of Latvia, Estonia and Russia in international organisations;

e cffective utilisation of the opportunities raised from location of the partners.

The co-operation partners are represented in the Council by the Chairmen of the municipalities and by the
representatives of local and regional authorities. The Secretariat of the Council is established for organising



the sessions and implementing decisions passed by the Council. The Secretariat consists of two persons
from each partner institution of the Council.

All expenditures of sessions of the Council and Secretariat are financed by the organiser of the
session. Organisers of sessions are changed from time to time following the principle of rotation
The CREDO programme supported the project VISION 2010 within the framework of which the
co-operation strategy was elaborated for the Latvian-Estonian-Russian Co-operation Council
setting the development priorities and measures for particular co-operation area.

0 Latvian-Lithuanian-Belorussian Co-operation Council
The council for co-operation of border regions of the Republic of Belarus, the Republic of Latvia and the
Republic of Lithuania is a voluntary union established by local municipalities and regional governmental
institutions of Belarus, Latvia and Lithuania in 1998. The statute was signed on 4 September, 1998.
The following co-operation partners are involved in the Council:

e Braslava, Verhnedvinsk, Miori and Postava districts and Vitebska county of Belarus;

e Daugavpils and Kraslava districts, Daugavpils and Kraslava towns and Development Council of Latgale
(Latvia);

e Ignalina, Zarasai and Utena districts and Visaginas town of Lithuania.
The main aims of the Council are:

e organisation of co-operation of the border regions for preparing and implementing of common
programmes and projects;

e preparing and submitting of proposals of the Council into governmental institutions of Latvia, Lithuania
and Belarus and into international organisations;

e effective utilisation of possibilities raised from location of the partners.

The highest body of the Council is the Joint Session of Council Partners. Chairmen of the co-operating
partners participate in these Sessions. The Executive Directorate (1 representative per Partner) and
Secretariat continue working in between the sessions of the Council. The Secretariat (1-2 persons) of the

Council is established in order to organise the sessions and to implement the decisions made by the Council.

The Partners finance the work of the Council for co-operation of border regions of the Republic of Belarus,
Republic of Latvia and Republic of Lithuania.

Legal framework

° Development strategies

= At present there is no one cross — border development strategy covering the border
areas of Latvia — Estonia, Latvia — Russia, Latvia — Belarus or Latvia — Lithuania. The
regional development strategies of planning regions in Latvia (there are 5 planning
regions in Latvia — Kurzeme, Zemgale, Riga region, Vidzeme and Latgale, which are
also eligible regions for Phare CBC programme) are at the preparation stage. Up to
now only the Latgale region has elaborated cross-border co-operation priorities and
measures in its regional development strategy

= The Declaration of the Cabinet of Ministers of Latvia envisages the elaboration of a
Development Strategy of Border Areas of Latvia. This was determined by the
necessity to have a special approach when planning and managing the territories,



which are pointed out as problem regions (Regional development policy concept of
Latvia, 1996). Cross border co-operation is mentioned as one of the measures
facilitating the development of the border area. The investigations prior to drafting
the strategy revealed specific features and problems characteristic to border areas such
as decreased population, density of population lower than in other areas, poor quality
road network along the border, insufficient number of border crossings, risk of
pollution from objects across the border, complexity of border crossing procedures,
and isolation of inhabitants in border areas (lack of communication resources).

Although there are no strategies covering the borders of Latvia — Estonia, Latvia — Russia, Latvia
— Belarus, Latvia — Lithuania, the existing strategies and activity programmes of the mentioned
cross border co-operation bodies (i.e Vision 2000) and ongoing cross border projects reveal the
priorities for cross border co-operation in the BSR:

- strengthening of cross border co-operation bodies and increasing of their capacity;

- elaboration of common cross border development strategies covering a broad range of sectors
(economic development, environmental protection, tourism, culture, human resource
development);

- improvement of infrastructure;

- support to entrepreneurship development.

° Co-operation agreements

The twinning relations between local and regional governments of the border areas started shortly
after the regaining the independence of the Baltic countries. The majority of regional, rural and
town municipalities in border areas have co-operation agreements. These agreements lay the
foundation for co-operation activities in such spheres as social issues, culture, environment, local
economic development, tourism, and strengthening of administrative capacity. The usual activities
undertaken within the framework of these co-operation agreements are common fairs, sport
activities, festivals, exhibitions, conferences and seminars, exchanges etc.

Examples of project based activities

When looking at the projects in these border areas targeted at support to cross border activities, we can
distinguish the projects aimed at the establishment of cross border co-operation bodies, strategies and
activity programmes. Other projects are aimed at the development of mutual contacts and activities in
such spheres as tourism, local economic development, support to SMEs, cultural and historical
heritage.

The following projects have lain the foundation for the establishment of common cross border co-operation
bodies and strategies:

e ESTLA project of region Valka-Valga

The main idea of the project was to develop cross-border co-operation between twin towns
Valka (Latvia) and Valga (Estonia). The implementation of this idea was financed partly by
Phare— EURO 75 000, by European Democracy Fund- EURO 215 982 and also by the
partners of co-operation. The total project budget was EURO 486 130.

The partners of co-operation are:
e the Council of Tornio Valley, Sweden;

e the Council of Tornio, Finland;



e Valga Town Council, Estonia;

e  Valka Town Council, Latvia.

The main project objectives are:

e to set up an organisation for cross-border co-operation through the training of local government
authorities of Valka-Valga;

e to plan and build up technical networks and provide the equipment for common use in Valka- Valga;

e to facilitate the removing of border formalities for people, municipal services and enterprises in Valka-
Valga;

e to develop and deepen the co-operation between the municipalities in the Tornio Valley/Haparanda-
Tornio;

e to bring the cross-border co-operation in Tornio Valley and between the municipalities of Tornio and
Haparanda into public attention in EU countries as a pilot area.

The main attainment of the project is the establishing of the institution for cross-border co-
operation between the towns of Valka and Valga, which creates the basis for joint
development of these two regions. It is an important part of a new level of socio-economic co-
operation of the neighbouring countries.

Development project of the Latvian and Estonian borderland (CREDO programme)

The involved partners and beneficiaries of the project were local governments along the northwestern part of
the Latvian - Estonian border. The aim of the project was to indicate the perspectives of economic
development in Valmiera and Viljandi regions and to set the co-operation programme. Within the
framework of this project, the common development plan of the borderland of these two regions was
worked out and a centre for economic co-operation dealing with preparation and implementation of common
projects, attracting investments and distributing the information was established.

Elaboration of management plan for the Sventaja river valley (on Latvian - Lithuanian border, CREDO
programme)

The main objective of the project was to promote co-operation between communities and to contribute to
economic and community development of the border region by developing and implementing a joint cross-
border strategy for the management of the Sventaja river valley, protection of its cultural and historical
heritage and nature values, and their effective function, thus promoting the economic development of the
local territories.

The main achievement of the project was the elaboration of a common management plan of Latvian -
Lithuanian local municipalities for the Sventaja river valley. The strategic guidelines were set up for
promoting development and the work programme for 1999 - 2000.

Other projects (financed by the CREDO programme) resulted in the establishment of a common
tourism information centre, an entrepreneurship development centre, museum and culture exchange

programmes and common activity programme in energy and environment sectors. Even though these

were not based on a commonly elaborated cross border development strategy, they are considered to

be very successful not only because of their outputs. In the majority of cases they showed the necessity

for the involved parties to start to think about a broader scope and framework of cross border co-
operation development.



Lithuanian — Latvian, Lithuanian — Kaliningrad, Lithuanian — Belarussian, Lithuanian —
Polish borders

Political and institution framework
e Lithuania/Latvia

The co-operation between Lithuania and Latvia is well advanced compared to the co-operation with other
neighbouring countries, particularly the NIS countries. After regaining independence, both countries were
developing in a similar way, aiming to integrate into the European Union. A tri-lateral free trade agreement
between Lithuania, Latvia and Estonia was signed in 1993.

Both countries have been eligible for Phare funding since 1994 and a wide range of projects having impact
across the border were implemented through the CBC Programmes.

The authorities of Lithuania and Latvia have good political relationships, which contribute to the development of
economical and cultural links. The cities and towns of both countries (Klaipéda, Panevézys, Liepaja, Rezekne,
etc.) are members of the Union of the Baltic Cities and participate in common projects. Many visits, conferences
and seminars are organised every year. In April 1999, Lithuania hosted the conference ‘III Local and regional
authority co-operation in the Baltic Sea Region’. Summer schools are being organised every year in one of the
three Baltic countries. Klaipéda county (LT) and Liepaja region (LV) are members of the Euroregion Baltic.

Other structures involved are municipalities (especially those having twin-town agreements), cultural
establishments, universities and schools.

To encourage cross-border co-operation and select successful projects for external funding, the Lithuanian-
Latvian Regional Border Committee, consisting of 14 members, was established in 1997. The Secretariat of this
Regional Border Committee is located in Siauliai County.

e Lithuania/Poland

The Cross-Border Co-operation working group, represented by the local authorities of border regions is currently
working on border-crossing infrastructure related issues. A decision to hasten road and border crossing facilities
construction works at the Varteliy-Vizainis post was taken at the group’s meeting in spring 1999.

The authorities of Lithuania and Poland have good political relationships, which contribute to the
development of economical and cultural links. During the last years, the co-operation between
Lithuanian and Polish border municipalities was strengthened. The main proof of more and more
intensive co-operation between the two countries is the annual municipal forum, where the local
authorities of the two countries share their experience, theoretical and practical knowledge, cultural
events and frequent visits. The only issue, obscuring relations of Lithuania and Poland is the rights of
the large minority populations, living on both sides of the border.

As Lithuania aims to integrate into NATO, co-operation in the military sphere with the NATO member Poland is
very important. The joint-military unit of Lithuania and Poland Litpolbat is located in Lithuania.

The other structures involved are municipalities (especially these having twin-town agreements), cultural
establishments, universities and schools.

Lithuanian-Polish Intergovernmental Cross Border Co-operation Commission. After the agreement on cross-
border co-operation was signed between Lithuania and Poland in September 1995, a bilateral Commission was

created, involving representatives of central authorities, border counties and municipalities. The Commission co-
ordinates cross-border co-operation, defines main development priorities, prepares common action programmes,
etc. At present, the most important issues discussed by the Commission are the permeability of border crossing
points, and modernisation of border infrastructure.



To encourage cross-border co-operation and select successful projects for external funding, the
Lithuanian-Polish Russian Regional Border Committee, consisting of 17 members, was established in
1997. The Secretariat of this Regional Border Committee is located in Marijampolé County.

e Lithuania/Kaliningrad

With the collapse of the Soviet Union in 1991, Kaliningrad was abruptly cut off from the economic relations
which had until existed. During 1991-1999, the political and economical co-operation between the two countries,
and the border regions subsequently, developed slowly. Positive changes occurred during the last 2-3 years.
Upon the integration of Poland and Lithuania into the EU, the Kaliningrad region will become a Russian enclave
within the EU. These very particular geographical conditions strongly influence the co-operation between the
border regions of the countries.

Lithuania and the Kaliningrad region are preparing several common projects and are currently looking for
funding sources. Both countries have prepared common proposals for the Nordic Dimension Initiative, though
these were not included in the final version of the Action Plan. Two Euroregions ‘Baltija’ and ‘Saulé’ operate in
the border region.

Currently Lithuania is participating in the US and Swedish funded soldiers’ environmental training programme.
Representatives of the Kaliningrad region will be invited to participate in this training. Also, the decision was
taken to establish the Eurofaculty in the Kaliningrad region.

Economic and socio-cultural co-operation of the border regions has strengthened during the last years. After the
establishment of a free economic zone in Kaliningrad, the substantial increase of direct investment from
Lithuania has been observed in particular in the food and textile industries. In 1999, the Klaipéda meat company
JSC “Klaipédos maistas’ opened a meat processing subsidiary in Kaliningrad. The new plant, valued at
approximately MEUR 5, is Lithuania’s largest investment abroad so far. Russia and Belarus are seen as the main
markets for the plant’s products. Lithuanian farmers rent large plots of abandoned land in the Kaliningrad region,
and the agricultural products produced there are being sold in Russia’s markets.

Large Lithuanian minorities live in the Kaliningrad region and vice versa. Currently, Lithuanian classes are
being opened in Kaliningrad, and historical museums and churches renovated.

Other structures involved are municipalities (especially these having twin-town agreements), cultural
establishments, universities and schools. Local authorities of the border regions participate in the activities of the
Council of the Baltic Sea States. A Lithuanian-Kaliningrad Region Co-operation Council has been established. A
working group has been established in cultural relations and for opening of Lithuanian classes in Kaliningrad.

To encourage cross-border co-operation and select successful projects for external funding, the Lithuanian-
Polish Russian Regional Border Committee, consisting of 17 members, was established in 1997. The Secretariat
of this Regional Border Committee is located in Marijampolé County.

Lithuania is interested that Kaliningrad be involved in the activities of the Euroregion “Nemunas”. Sovetsk
declared its interest in participation in this region and the Administration of Kaliningrad and the Mission of the
Ministry of Foreign Affairs of the Russian Federation in Kaliningrad should take the final decision.

The cities of the cross border regions (Klaipéda, Kaliningrad) are members of the Union of Baltic Cities (UBC).
e Lithuania/Belarus

At this particular border, cross border co-operation is developing slowly mainly due to the political and
economic asymmetries. Nevertheless, two Euroregions ‘Nemunas’ and ‘Country of Lakes’ operate in this cross-
border region. Few cross border co-operation agreements between the local authorities and NGOs of the two
countries exist: the co-operation agreement between Vilnius (LT) and Minsk (BE) was signed in 1999; the
Alytus Business Advisory Centre (LT) has a co-operation agreement with the administration of the Hrodno
region, mainly casual relations tie the Vilnius Chamber of Commerce, Industry and Crafts and Vilnius Business
Consulting Centre with similar organisations across the border. The main co-operation areas are culture, sports,
training/education and tourism. Quite large minority groups live on both sides of the border and Lithuania is



making efforts to allow the Lithuanian minorities to learn Lithuanian at schools and to enter universities in
Lithuania.

EU support for cross-border projects in the area was not available until 1998, and since then only two common
projects were submitted and one implemented through the CREDO programme (in 1998). The Joint Phare/Tacis

CBC SPF approved four projects with the participation of Lithuanian and Belarus partners in the area of regional
co-operation in 1998.

Legal framework

e Lithuania/Latvia

In September 1999, Lithuania and Latvia signed a cross-border co-operation agreement in Panevézys. The
agreement lays down the groundwork for eliminating barriers between the two neighbours in the future. It
includes economic, social, legal, administrative, technical, scientific and cultural co-operation, and aims at
strengthening links between the regional and local authorities of the two countries. Both sides decided to set up a
cross-border co-operation commission.

The following co-operation agreements between the bordering regions of Lithuania and Latvia (respectively)
were signed in 1997-1999: Klaipéda and Liepaja, Pasvalys and Iecava, Kupiskis and Rezekne, Panevézys and
Limbazi, Anyks¢iai and Madona, Utena and Preilu, Zarasai and Daugpils.

e Lithuania/Poland

The first cross border co-operation agreement between Lithuania and Poland was signed in September 1995 and
has already lead to substantial experience in this field. In the agreement the countries obliged to create
favourable conditions for regional and local authorities to strengthen the co-operation of two countries.

Two Euroregions ‘Baltija’ and ‘Nemunas’ operate in the region. Also, twin-city agreements exist
between Alytus town in Lithuania and Opole town in Poland, and Vilkaviskis (LT) and Oleck (PL).
The Marijampolé and Sakiai districts (LT) closely co-operate with Suwalki county (PL) in the areas of
culture and sport. The Alytus Business Advisory Centre has co-operation agreements with the Suwalki
Union of Employers and the Euroregion ‘Nemunas’. The main co-operation areas are culture, sport,
environment and tourism development. Chambers of commerce and business advisory centres
facilitate business co-operation linkages.

e Lithuania/ Kaliningrad
In December 1999, a co-operation agreement between Tauragé County and the Kaliningrad region was signed.
Also, a co-operation agreement exists between Klaipéda and Kaliningrad. In January 2000, the Lithuanian

Government approved the long-term co-operation agreement between Lithuania and the Kaliningrad region in
the fields of industry, energy, transport, agriculture and forestry, trade and services.

Project based activities

e Lithuania/Latvia

Working groups were created in order to develop common projects, having impact for two or more
partners across the borders (e.g.: sewage treatment plants, waste utilisation, border crossing and
transport infrastructure). The Regional Border Committee is responsible for the selection of projects
for the Credo programme, and its Secretariat — for diffusing information about Credo programmes and
assisting in project preparation. (also applies to other border regions described below).



e Lithuania/Poland

Several common projects have been implemented in the framework of the Phare CBC Programmes — CREDO,
Phare/Interreg and BASF.

A few cross-border co-operation projects in the field of SME/economic development are being
prepared or implemented in the region with support of the PHARE programmes.

e Lithuania/Kaliningrad

Only a small number of projects were implemented through the EU Programmes: two soft projects were
approved for CREDO funding in 1998. In December 1999, the EC approved Phare co-funding for the project
‘Panemuné border crossing point’, which will directly contribute to the facilitation of the co-operation between
Lithuania and Kaliningrad through the improvement of border infrastructure.

EUROREGIONS
e EUROREGION Baltija

In February 1997, an international conference to discuss establishing the Euroregion Baltija was organised, and
the agreement was signed in 1998. The Euroregion, one of the biggest, groups towns and regions from six
countries: Lithuania (Klaipéda county), Latvia (Liepaja city and region), Poland (Stowarzyszenia Gimn),
Denmark (Borholm County), Sweden (Calmar County) and Russia (Kaliningrad District). The Euroregion aims
at improving living conditions of the inhabitants of the Euroregion, promoting mutual contacts, tightening bonds
among local communities, eliminating historical prejudices, and supporting economic development. The main
co-operation areas are as follows: industry, agriculture and forestry, transport and communication, ‘know-how’
exchange, technology transfer, environmental protection, and crime prevention. The Euroregion supports
common economic development projects, co-operation in the realisation of common municipal projects in the
border areas (e.g.: wastewater treatment plants, waste utilisation), co-operation in spatial planning; development
of border-crossing infrastructure, training and re-qualification activities, protection of common cultural heritage,
etc.

The Euroregion Bodies are:

e the Euroregion Council;

e the Euroregion Executive Board;

e the Secretariat;

e  working Groups.
The Euroregion Council is the highest body, which co-ordinates the co-operation within the Euroregion, decides
on the directions and programmes of activity, approves of the financial plans concerning common investments

etc.

The Euroregion Council elects the President and the Vice-President of the Euroregion for the period of one year.
The Council includes up to 6 persons delegated by each Party of the Agreement.

The Euroregion Executive Board, elected from the members of the Council, consists of one representative from
each Party of the Agreement. Tasks of the Executive Board are preparing and submitting resolutions to the
Council for approval, enforcing the Council’s resolutions, establishing Working Groups.

The President of the Euroregion establishes the FEuroregion Secretariat. The Secretariat’s duties are
organisational activities like promotion of the Euroregion and strengthening ties among the parties of the
Agreement, participation in the organisation of the Council and Executive Board sessions, and executing tasks
ordered by the Council, Executive Board and the President. The Secretariat location changes simultaneously
with the change of the Euroregion’s presidency. The operation of the Secretariat is ensured by its Director.



Funds for the Euroregion’s operation come from:

e financial contribution of the Parties;

e  subsidies;

e donations

e  other sources.
There are different commissions working in this Euroregion: environmental, social, tourism and spatial planning.
The commissions have started to prepare project proposals based on the Euroregion partners needs and interests.
The projects are in the preparation stage now. There are plans to implement cross-border projects on economic

development in area such as industry, transport, communication, “know-how” exchange, technology transfer,
and environmental protection.

e EUROREGION Saule
Partners of the Euroregion are border regions of Lithuania, Latvia, Russia and Sweden. the Lithuanian part of the
Euroregion covers the territory of 9 districts (Sauliai and Taurege regions) with a total population of 531 243.
The Latvian part of the Euroregion is represented by one district and one city (Jelgavas district and the city of
Jelgava) with a total area about 1670 square kilometres and 105 728 inhabitants. The Russian part of the
Euroregion consists of one city (Sovetsk) and two districts. Sweden is represented by one county.
The Euroregion Saule was established in 1998 as the continuation of 4 Phare CREDO bilateral (LV-LT) projects.
The experience gained during the implementation of these projects is expanded on a larger territory/border
region of Lithuania, Latvia and Russia, situated along the transnational highway VIA Hansaetica.
The aims of the co-operation within Euroregion Saule are to:

e improve the living conditions for the people in the area;

e promote mutual contacts;

e tighten links between the local communities;

e climinate possible historical and other prejudices;

e plan the activity aimed at providing sustainable comprehensive development of the Parties of the
Agreement while considering their economic situation;

e promote actions aimed at the creating of co-operation between regional and local authorities.

The institutional structure of the Euroregion Saule is very similar to the previous one. The Euroregion Bodies
are:

e the Euroregion Council;
e the Euroregion Board;

e the Secretariats;

e working Groups.

The Council elects the President and Vice-President of the Euroregion for 3-years periods by 3 representatives
from each country (with the exception of Lithuania with 6 persons). The Board consists of 5 persons
(2 representatives from Lithuania, 1 person from each of the other countries). The Secretariats are situated in
each country with the Central Secretariat in Sauliai (LT).



The budget of the Euroregion is formed from membership fees. Each partner pays EURO 0.05 per
inhabitants into the common budget (approximately EURO 36 000). An inflow of funds from EU
sources and programmes is planned in the future.

Other structures involved are municipalities especially those having twin-town agreements, cultural
establishments, universities and schools.

To encourage co-operation and select successful projects for external funding, the Lithuanian-Belarus Regional
Border Committee, consisting of 9 members, was established in 1997. The Secretariat of this Regional Border
Committee is located in Vilnius County.

e EUROREGION “Nemunas”.

On 6 June 1997, the representatives of Lithuania, Poland and Belarus signed a trilateral agreement to establish
the cross-border Euroregion ‘Nemunas’. Three Lithuanian counties, Alytus, Marijampolé and Vilnius, Gardin
region of Belarus and Suwalki region of Poland are members of this Euroregion. Lithuania is interested that
Kaliningrad be involved in the activities of this Euroregion. Sovetsk town declared its interest in participation in
this region and the final decision shall be taken by the Administration of Kaliningrad and the Mission of the
Ministry of Foreign Affairs of the Russian Federation in Kaliningrad.

The main goals of the Euroregion are to promote cross-border co-operation in economy and infrastructure,
spatial planning, education, health protection, culture, sports, environment and others. The Euroregion
‘Nemunas’ initiated two Credo funded projects.

Structure: management board, Presidium, and four working groups — economy, public affairs, tourism and
environmental protection. The National Office of the Euroregion is established in Marijampolé County (LT).

e EUROREGION “Country of Lakes”

This Euroregion on the Lithuanian-Latvian-Belarus border region was established in September 1998. The
Lithuanian side is represented by the four municipalities of Utena County (Ignalina, Zarasai, Utena and
Visaginas). The Belarus regions Verchnedvinskij, Braslavo, Miory and Postavo and Latvian regions Kraslava,
Daugpils, Rezekne and Latgalija also are members of this Euroregion. In January 1999, 6 working groups were
established in the areas of culture, education and sport, social issues, environment, tourism, business and
infrastructure, regional development and border-crossing, responsible for the preparation of common projects in
these areas. Structure: Council, secretariat, and six working groups.

e HELSINKI-TALLINN EUREGIO

The Helsinki and Tallinn regions have been for a considerable period and continue to be partners on the areas of
close mutual collaboration, exchange and complementarity

Establishment of the EUREGIO marks a step forward in promoting development through partnership - planning
and realizing joint projects, and exploring and developing joint initiatives and matters of mutual importance. The
purpose of the structure is to develop co-operation across national and administrative borders in the region. In
perspective, the influence of the EUREGIO shall also exert outside its geographical area.

The parties have agreed to establish an international co-operative structure EUREGIO in order to promote
further co-operation and enhance positive regional integration through a variety of regional and cross-border
activities.

The EUREGIO is an established operating format created by the Council of Europe for cross-border co-
operation. It is also recognised by the European Union as an organisation for regional co-operation which takes
place across internal and external borders.

The Capital Cities of Helsinki and Tallinn are competent to carry out cross-border co-operation in most of the
EUREGIO operating sectors mentioned below.

In its capacity as the regional development authority of the Helsinki region, the Uusimaa Regional Council is by
law assigned the task of planning and implementing cross-border projects with the neighboring regions in the



Baltic rim countries.

The Union of Harju County Municipalities was founded pursuant to the Local Government Organisation Act.
The articles of association of the union assign it the tasks of representing the interests of its member local
authorities and promoting co-operation both nationally and internationally. On the regional level, the same duties
are assigned to the Harju County Government by law.

The parties are authorised to jointly participate in and agree on cross-border co-operation (CBC) projects on the

regional and interregional

- The main objective of the EUREGIO is to provide an umbrella organization for planning and implementing
regional development projects, and to co-ordinate local and regional activities in the following areas of joint
interests: co-operation between political bodies, international co-operation, economy, education, culture,
environment, spatial planning, development policies and infrastructure, rescue service.

3.2.Programme support to cross-border and interregional co-operation
activities

CREDO

The CREDO programme was designed in 1996 as an Interreg A type of programme and its aim was to
improve good neighbourliness and promote co-operation between CEECs and between the CEEC-NIS
border regions and communities and contribute to economic and community development of these
border areas. The programme also aimed, in the context of future accession to the EU of the countries
concerned, at enhancing the capacity of local and regional authorities in border regions to develop and
implement cross-border strategies, programmes and projects.

The overall objectives of the CREDO programme were to:

e promote good neighbourliness and social stability in the CEEC-CEEC and CEEC-NIS border
regions by funding projects which would yield tangible benefits to the regions and communities
on both sides of the border;

e promote co-operation between border regions and communities on either side of national borders,
in tackling common problems and in developing and implementing cross-border strategies and
projects which can contribute to community development and economic development of the
border areas;

e in the context of the pre-accession strategy, contribute towards decentralisation and devolution in
CEECs by promoting local action with local responsibility and accountability within a local
strategy framework.

The specific objectives of the CREDO programme were to finance activities, which would:

e raise awareness in the countries concerned, especially at the local and regional level, of the potential benefits
of cross-border co-operation;

e Dbe of a preparatory nature which would create the necessary conditions for more substantial co-operation
and joint cross-border development actions in the future;

e provide sustainable beneficial effects beyond the life of the project.

Regarding the institutional provisions, the CREDO programme aimed at the greatest possible
decentralisation of responsibilities and decision making to local and regional actors. Thus the CREDO
programme laid the foundation for the establishment of cross border co-operation institutions on each
border of CEEC and NIS countries.



For each CEEC country a national CREDO Co-ordinator was appointed who acted as a liaison with the
European Commission and national ministries.

Regional border committees with secretariats and evaluation sub-committees were established in each border
region for the implementation of the programme. Their purpose was to take common decisions in a particular
border region on cross border priorities, prioritise the submitted projects for granting and, on project experience
under CREDO, discuss and prepare a local strategy for the cross border development of the border region.

For the purpose of financial management of approved projects, contracting organisations were
appointed in each of the countries to assist, consult and monitor the projects.

The pilot round of the CREDO programme was launched in autumn 1997. This round, with a budget
of 1,5MECU, was relatively pilot in nature. It aimed at not only financing projects but also at raising
awareness in the countries concerned of the potential benefits of cross-border co-operation and at
creating the necessary conditions for more substantial co-operation and joint cross-border
development in the future. The total submission of projects was 272 and in December 1997, the
European Commission selected 45 of these projects to receive financial support from the CREDO
programme.

The main CREDO Application Round was launched on 11 May 1998. 458 project proposals were
submitted with a global grant request of 40 million EURO. It was a clear principle for the Main Round
to involve the locally appointed Regional Border Committees (RBC), their Sub-Committees and their
Secretariats in the project evaluation and selection. The members and staff of these bodies were
proposed by the National CREDO Co-ordinators and approved by the European Commission.
Following a local technical evaluation by the RBC Secretariats a number of joint local priority
meetings were held in September 1998 between the Sub-Committees and later between RBCs from
each side of the border. These cross border meetings resulted in a joint priority selection of 121
projects, which were proposed to the Commission for financing. Based on the recommendations of the
Selection Committee (representatives of relevant DGs concerned with the sectors of the programme)
the European Commission contracted 106 Main Round projects.

Ecos - Overture
The Ecos-Overture programme started in 1990 and was launched by the DG of Regional Policy. The overall goal
of the programme was to prepare for enlargement by strengthening the pre-accession strategies of local

authorities in Central Europe. The specific goals of Ecos-Overture were:

e to encourage co-operation between regional and local authorities in different geographical areas, through
joint projects based on the exchange of experience and know-how;

e to promote decentralisation and devolution by encouraging the development of skills at the regional and
local level;

e  capacity building for local authorities for better methods to achieve economic and social development in the
CEECs and the less-favoured areas of the Union;

e achieve practical results in regional or local development, which provide examples that can serve as pilot
schemes for the spread of good practice in the region in question or in the neighbouring regions;

e informing local authorities in the CEECs about Community policies, particularly about the structural funds.
There were four main action areas of the programme:

e improving the working methods and tools of local and regional authorities;



e improving support services to help small and medium size enterprises;

e protecting and managing the environment in the interests of sustainable development;

e encouraging the economic development of cultural heritage to maintain or create permanent jobs.
Conclusion

Even though the priorities and measures were very attractive for regions, the programme turned out to
be quite unpopular in the countries of BSR. This was mainly due to the rather complicated scheme of
co-financing, and the long and complicated, not transparent procedure of granting the projects. The
requirement to have between 3 and 6 principle partners in the project and to secure co-financing for
large Ecos-Overture projects was very difficult to meet. The positive aspect of the programme was that
the partners of the projects continued their co-operation through other Community programmes and
they also obtained good knowledge and experience on Phare implementation procedures.

CBC Small Project Fund (The Baltic Small Project Facility, the Small Project Fund)

The Baltic Small Project Fund, supporting cross border and interregional co-operation, has been
evaluated by regions in the BSR as one of the most successful of European programmes.

In 1995, the European Commission introduced a new innovative facility (the BSPF, Baltic Small
Project Facility) to support of small-scale co-operation projects in the Baltic Sea Region for the first
time. The particularly successful launch of this and the clear indication that it corresponded to a very
real need encouraged the European Commission to respond in three main ways.

The 1996 Baltic Project Fund provided a significant development of the funding and broader
approach. The Fund was designed to encourage the creation and the development of co-operation
networks across the Baltic Sea Region and to respond to the Europe Agreements’ provision under the
title on Economic Co-operation. According to it, special attention should be paid to measures capable
of fostering co-operation with the Central European Countries (CEC) with a view to a harmonious
development of the region. This broader facility included an extension of the Baltic Small Project
Fund, and also provided additional funding to develop other instruments to support local and regional
co-operation in the Baltic Sea Region.

As an integrated element within the Baltic Project Fund funding was also provided for joint projects
with Interreg. This development of integrated funding between Interreg and Phare allowed the
Commission to support more extensive cross border activities and to begin to give practical support to
local and regional partners in the CECs in the BSR to enable greater involvement with the operation of
the European Union Structural Funds. This was of particular significance within the context of the
broader process of accession.

The Tacis Cross-Border Co-operation Programme was developed as a similar instrument to the BSPF
to support co-operation projects at the local level. In the first year of operation the focus of this was in
the BSR, although funding was available for projects on the western borders of Russia, Belarus,
Ukraine and Moldova.

Eligible activities and spheres of co-operation included all areas relevant to the broad range of
competencies of local and regional authorities. This included environment, human resources
development, economic development and tourism, transport, development of local services, local
democracy, education and culture, and institution building



3.3.Rules of Procedure of the Baltic Joint Co-operation Committee
(hereafter as BJCC)

Rules of Procedure

on the Baltic Joint Co-operation Committee (hereafter as BJCC)

The Baltic Joint Co-operation Committee (BJCC) having regard to the Article 7 of the
Commission Regulation (EC) 2760/98'®, has adopted the following rules of procedure:

Article 1
Objective

The BJCC will be the principal forum to assist Baltic Sea accession countries in their
implementation of Phare CBC in order to bridge over to Structural Funds procedures, taking
account of the Phare 2000 Review the Northern Dimension Action plan and priorities agreed
in joint Interreg/Phare CBC programming documents.

The BJCC objectives are:

To promote co-operation of border regions in the countries of the Baltic Sea region
(Germany, Poland, Sweden, Denmark, Finland, Estonia, Lithuania, Latvia) and thus
help them to overcome specific development problems which may arise, inter alia,
from their position within the national economies, in the interest of the local
population and in manner compatible with the protection of the environment.

To promote the creation and development of co-operation networks on either side of
the border and the establishment of links between these networks and wider
Community networks.

Article 2
Tasks
The BJCC, in accordance with the Commission Regulation (EC) 2760/98, will prepare
a joint cross-border programming document in a multi-annual perspective and basing
on this document will endorse a common set of projects annually proposed to be
financed from Phare Baltic Sea Region CBC Programme (Estonia, Latvia, Lithuania

and Poland).

The BJCC should in particular:
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» Ensure that appropriate monitoring of the implementation of the Joint Programming
Document has been established enabling an overview of joint actions co-financed by the
Phare CBC, Interreg Il and Tacis Small Project Facility Programmes throughout the
Baltic Sea Region. The BJCC shall review and evaluate the implementation of the
approved programmes including the effectiveness of technical support. It should request
and receive information on the progress of the projects. The BJICC will thus improve the
co-ordination of Phare, Tacis and Interreg funding.

» Prepare a joint cross-border programming document in a multi-annual perspective; this
document will include common development strategies and priorities for the region, seen
as one single socio-economic and geographical entity, and provisions concerning joint
implementation. This document will guide the programming and implementation of the
actions to be undertaken in the framework of the relevant programmes and initiatives for
cross-border co-operation, assisted by the European Community.

» Initiate, support and oversee activities which promote cross-border co-operation in the
Baltic Sea Region and make the current and future programmes more effective, especially
by maintaining a dialogue with other co-ordinating bodies and sub-regional groupings in
the Baltic Sea Region, such as the Council of the Baltic Sea States (CBSS), the Baltic
Marine Environment Protection Commission (HELCOM), the Baltic Sea States
Subregional Co-operation (BSSSC), and the Vision and Strategies around the Baltic Sea
Region 2010 (Vasab 2010).

Article 3

Membership

The members of the BJCC are Denmark, Estonia, Finland, Germany, Latvia, Lithuania,
Poland, Sweden and the European Commission.

The observer of the BJCC — Russia, Belarus, Norway.

Article 4
Chairmanship

The Phare country organising the BJCC meeting on rotation basis will hold the chairmanship
of the BJCC. A period of each chairmanship shall be one year starting as from January 1 and
the rotation will be as follows:

= 2001 — Latvia

= 2002 — Poland

= 2003 — Estonia

= 2004 — Lithuania

= 2005 — Latvia, etc.

Article 5



Meetings

The ordinary meetings of the BJCC will be held twice a year. Extra-ordinary meetings may
be called any time upon the initiative of the chair or at the joint request of two members.

The meetings of the BJCC will be held in the country chairing the BJCC and be closely co-
ordinated with meetings of respective Interreg committees.
BJCC can set up Working groups for fulfillment of its tasks.

Article 6

Delegations

As the general rule, the BJCC consist of the maximum of three delegates from each
participating country. At least one of the delegates of each EU Member State and Phare
partner country represents the local/regional authorities, and one representative of the EU
member state’s delegation must represent authorities responsible for Interreg programme.
The European Commission is represented jointly by the DG Enlarg, DG Regio and the EC
Delegations in the participating Phare countries. Where appropriate, other Directorates-
General will be present.
The BJCC may invite non-member countries and institutions to attend its meetings in order to
provide information on particular subjects.

Article 7

Secretariat

The chairing country should provide secretarial services of the BICC meetings.

Article 8
Correspondence
Correspondence addressed to the BJCC shall be sent to the chairman.

The Secretariat shall ensure that correspondence is circulated to all the members.

Article 9
Agenda of the Meetings
The chairman shall draw up a provisional agenda for each meeting. It shall be forwarded to

the members of the BICC not later than two weeks before the meeting with related documents
if available.



The agenda shall be adopted by the BJCC in the beginning of each meeting. An item other
than those appearing on the provisional agenda may be placed on the agenda if the BJCC so
agrees.

Article 10
Minutes
Draft minutes of each meeting shall be drawn up by the secretariat.

The minutes shall indicate in respect of each item on the agenda:
- the documentation submitted to the BJCC,
- the discussion in summarised form,
- the recommendation taken, the statements agreed upon and
conclusions taken.

The draft minutes shall be submitted to the BJCC for approval in the written procedure.
The approved minutes shall be signed by the chairman and forwarded to each of the BJCC
members.

Article 11

Recommendations

All recommendations of the BJCC will be taken by consensus of all the members. In respect
of Phare funding the consensus should be reached between PHARE partners, EU countries
and the European Commission.
If necessary the BJCC may take a recommendation as defined in this article in a written
procedure. To that end the chairman shall send the members a draft of the recommendation.
Members shall be considered to have approved the draft unless they notify their intention to
oppose it or to request discussion at the next BJCC meeting within the time limit set by the
chairman. Such time limit shall not be less than twenty calendar days.

Article 12

Expenses
The travel expenses incurring from the participation in the BJCC meetings of the delegations

will be paid by the countries themselves.

Article 13



Relation to Other Organisations

The BJCC may receive and consider advice from regional or sectoral associations and
committees, e.g. CBSS, HELCOM, BSSSC and VASAB 2010, whose representatives may
form part of national delegations at its own discretion or be requested to be present by the
chairman of the BJCC.

Article 14
Programme Information and Assistance
Each BJCC member country should nominate a focal point (organisation/organisations) to act

as the main information channel between the national, regional and local authorities in cross-
border activities.

Other bodies, like the BSSSC, the Union of the Baltic Cities, the Baltic Sea Chamber of
Commerce are invited to distribute information concerning the above mentioned programmes
in co-operation with national focal points. This network should assist the regional and local
actors in partner search and application procedures.

Article 15
Adoption of the Rule of Procedure

The Rules of Procedure were adopted by the BJCC in Riga, 20 March 2001.



