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EXECUTI VE SUMMARY

This report presents the territorial and stakeholder analysis of the North-West Europe (NWE)
cooperation area in preparation for the Interreg NWE Programme 2021-2027. It consists of thematic
analyses related to new policy objectives proposed for the 2021-2027 programming period. These feed
into SWOT analyses and the identification of needs, challenges and niches for the future Interreg NWE
Programme. The report closes with a stakeholder analysis.

For this report 22 analysis of thematic areas have been conducted, closely related to the five policy
objectives (POs) and the more detailed specific objectives (SOs) outlined in the regulations proposed
for Interreg Programmes 2021-2027 (COM(2018) 372 final, 2018; COM(2018) 374 final, 2018).

PO THEME

Socio-economic developments

Competitiveness (SMES)

Innovation capacities

Transition to a digital economy and society

Energy

Natural risks of flooding and environmental risks of climate change
Greenhouse gas emissions and air quality

Green infrastructure (Gl) and natural capital

Water quality and provision

Circular economy (CE)

Digital connectivity

Mobility and connectivity at different scales (local to TEN-T)

PO11 A smarter Europe

PO2i A greener, carbon free
Europe

PO3 i A more connected

Europe . . .
P Multimodal infrastructure and use of intermodal transport
Population
PO4 1 A more social Europe Labour Market
Health

Social inclusion and poverty

Urban-rural disparities and functional links

Rural and coastal area development and geographic specificities
Urban development

Sustainable Development Goals

PO5 1 A Europe closer to the
citizens

=& a8 _a_—a_8_a_-0|"™Sa0_-a_-049-"™a_-0_-29_-4a_-a_-49:4-a._-a_-42-2

The main results of the thematic analyses are presented in this document. A separate annex includes
the extensive in-depth examination with the full territorial analyses. A few methodological notes in
Chapter 2 provide background information.

Territorial needs, challenges and cooperation niches under PO 1 i A smarter Europe by
promoting innovative and smart economic transformation

Territorial analyses for the four themes covered under PO 1 identify several opportunities and needs for
territorial cooperation related to all SOs of PO 1. Assessing the cooperation potential for value added
and complementarity with other EU Programmes reveals that niches for transnational cooperation under
PO 1 exist mainly for the SOs on digitisation (SO 1.2) and skills (SO 1.4). For innovation (SO 1.1) there
are niches concerning a horizontal understanding of innovation, i.e. considering innovation across POs.
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A SO 1.1 Research and innovation capacities and the uptake of advanced technologies. To
overcome territorial disparities, the need for enhancing research and innovation capacities is mostly
in rural regions. This may build on a similarity of objectives and approaches across the NWE
cooperation area. Research, development and innovation activities are typically not linked to a
transnational cooperation area and may thus be better suited under other EU programmes such as
Horizon Europe. However, if considered as a horizontal topic with a stronger territorial dimension,
SO 1.1 has various niches under all POs.

A SO 1.2 Benefits of digitisation for citizens, companies and governments. There is a need to
diffuse and apply technologies from frontrunners to other areas, in particular rural areas. This also
addresses the need to better balance innovation performance across the area. These needs create
cooperation potential for new technology development, digitisation of public service provision and
ICT deployment by SMEs. To avoid overlaps with other programmes addressing digitisation the
territorial focus should be central and could seek synergies with other EU programmes.

A SO 1.3 Growth and competitiveness of SMEs. Unbalanced growth and attractiveness of regions
for businesses imply regional competitiveness imbalances. Improving SME competitiveness is
crucial given their importance for regional development across NWE. This need is further enhanced
by the challenges of industrial transition and the embeddedness of SMEs in international value
chains. This raises cooperation potential for enhancing SME value chains and diversification.
However, there is a wide variety of national and EU programmes targeting SMEs, some of which
also include cooperation. Thus, niches with specific advantages for the Interreg NWE Programme
may be very limited.

A SO 1.4 Skills for smart specialisation, industrial transition and entrepreneurship. While there
are Research and Innovation Strategies for Smart Specialisation (RIS3) in all NWE cooperation area
territories, better knowledge of their links and commonalities is needed to scale up innovation
capacities. Industrial transition in the area means there is a need for skills development, especially
in regions with high shares of the respective industries. The similarity of transition process
challenges creates cooperation potential especially among these regions. Enhancing skills in view
of these challenges may also be supported under mainstream European Social Fund (ESF) and
European Regional Development Fund (ERDF) programmes and the proposed Just Transition
Fund. Scaling up individual approaches across the NWE cooperation area and addressing regional
and local development challenges rather than general skills development may offer specific niches
and comparative advantages of the Interreg NWE programme.

Territorial needs, challenges and cooperation niches under PO 21 A greener, low-carbon Europe
by promoting clean and fair energy transition, green and blue investment, the circular economy,
climate adaptation and risk prevention and management

Territorial analyses for the six themes covered under PO 2 identify several opportunities and needs for
territorial cooperation related to all SOs under PO 2. Assessing the cooperation potential for value added
and complementarity with other EU Programmes reveals that niches for transnational cooperation under
PO 2 exist mainly for the SOs covering water management (SO 2.5) and CE (SO 2.6). For energy related
objectives (SO 2.1 to SO 2.3) and climate change adaptation (2.4) some niches may be better placed
under digitisation and innovation, given a horizontal understanding of innovation.
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A SO 2.1 Energy efficiency measures. Many regions in NWE need to strengthen their efforts to
increase energy efficiency measures, particularly in existing building stock and through strategies
for decoupling economic growth and energy consumption. A wide variety of other EU Programmes
that partly include cooperation. This limits the value added of Interreg NWE programme activities
and niches, so there may be insufficient demand for projects.

A SO 2.2 Renewable energy. There is a need for soft measures supporting further renewable energy
sources (RES) deployment in NWE. This ranges from planning challenges to administrative
implementation, from community engagement to developing alternative business models for
transition regions. Different governance settings in the NWE cooperation area should be carefully
considered to find the best ways to unlock NWE cooperation area potential. Better deployment of
RES energy potential requires simultaneous activities on energy systems and networks (SO 2.3). In
addition, a wide variety of other EU Programmes, partly including cooperation, limits the value added
of Interreg NWE programme activities and niches to achieve a sufficient demand for projects.

A SO 2.3 Smart energy systems, grids and storage at local level. There is a need for more
flexibility in energy supply and demand through better distribution and transmission across the NWE
cooperation area. This means investments in distribution and transmission capacities as well as
new technology for smart energy systems and energy and carbon storage. Investment needs go
beyond transnational cooperation programmes. It also requires innovation activities, which may be
fostered by transnational projects as well as designing and testing local solutions. At the same time,
a wide variety of other EU Programmes that partly include cooperation, limits the value added of
Interreg NWE programme activities and niches, so there may be insufficient demand for projects.

A SO 2.4 Climate change adaptation, risk prevention and disaster resilience. Two common
challenges are found across the NWE cooperation area, hamely heat stress in urban regions and
the risk of floods due to rising sea levels and extreme weather events. The latter are linked to the
functional links of several river catchment areas. Given the variety of other programmes addressing
climate change action at EU level, transnational cooperation could aim to implement and transfer
innovative approaches and thereby contribute to scaling-up successful solutions.

A SO 2.5 Sustainable water management. There is considerable need to improve the ecological and
chemical status of surface and groundwater bodies due to discharges from various economic
activities. Patrtially, there is also a need for better wastewater treatment. Solutions and strategies to
improve water quality need to consider the different combinations and volumes of discharges. The
transnational nature of several river basins in NWE favours transnational cooperation more than
other EU programmes.

A SO 2.6 Transition to a circular economy. Within the existing approaches towards a CE there is a
need to reduce waste and improve recycling and circular material use. This may benefit from further
testing and disseminating existing experience, creating spill-over effects. A uniqueness of NWE lies
in the potential to ensure that the transition towards a CE in the area is just and the benefits are
territorially as evenly distributed as possible which is not typically offered by other EU programmes.

A SO 2.7 Biodiversity, green infrastructure in the urban environment and reducing pollution. In
NWE, biodiversity and existing Gl need to be maintained and connectivity between protected areas
improved to enhance their functional links. As far as these measures benefit from territorial
cooperation a focus may be on connectivity between protected areas and their restoration especially
in cross-border and functional areas, such as cross-border Functional Urban Areas (FUAS), where
cross-border Interreg programmes may be more appropriate.
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Territorial needs, challenges and cooperation niches under PO 37 A more connected Europe by
enhancing mobility and regional ICT connectivity

Territorial analyses for the three themes covered under PO 3 identify several opportunities and needs
for territorial cooperation related to all SOs under PO 3. Assessing the cooperation potential for value
added and complementarity with other EU Programmes reveals niches for transnational cooperation
under PO 3 mainly for the SOs on local and regional mobility (SO 3.3) and urban mobility (SO 3.4). For
digital connectivity (SO 3.1) niches for transnational cooperation may be better placed under SO 1.2.

A S0 3.1 Digital connectivity. Needs relate to overcoming the digital divide between urban and rural
areas as well as better utilisation and integration of digital solutions in SMEs and public services.
To avoid overlaps with other programmes, transnational cooperation should focus on activities and
investments requiring cooperation across territories, which are mostly linked to the deployment of
digitisation benefits.

A S0 3.2 Sustainable, climate resilient, intelligent, secure and intermodal TEN-T. Due to the high
accessibility of most territories in the NWE cooperation area, needs are mainly related to inter-
modality and improving access to TEN-T core network corridors in rural areas. A focus should be
on ecologically sustainable solutions including traffic management and other IT solutions. However,
transport infrastructure investments require action by other programmes dedicated to TEN-T
development, where they are implemented in a coordinated way along corridors.

A SO 3.3 Sustainable, climate resilient, intelligent and intermodal national, regional and local
mobility, including improved access to TEN-T and cross-border mobility. Not least due to
congestion and air pollution there is a need to promote alternative modes of transport for goods and
people. Links for less well-connected rural areas require a territorial approach. Transnational
cooperation can address this need in the NWE cooperation area by deploying new technologies
locally when this niche is beyond activities under other programmes.

A SO 3.4 Sustainable multimodal urban mobility. To mitigate congestion and air pollution in urban
areas public transport needs to be enhanced at the cost of private cars. This can be promoted in
urban planning activities that take alternative modes of transport into account. Projects may build
on successful examples of new urban mobility solutions and support their wider territorial
implementation in cities and FUAs facing similar challenges. To do so, synergies with other
programmes focusing on urban development and mobility may be sought.

Territorial needs, challenges and cooperation niches under PO 4 i A more social Europe
implementing the European Pillar of Social Rights

Territorial analyses for the four themes covered under PO 4 identify several opportunities and needs for
territorial cooperation related to all SOs of PO 4. Assessing the cooperation potential for value added
and complementarity with other EU Programmes reveals niches for transnational cooperation under PO
4 are mainly for the SO on health care access (SO 4.4). This assessment is affected by impacts of the
COVID-19 pandemic.

A SO 4.1 Effectiveness of labour markets and access to quality employment. Labour market
needs mainly concern labour market mismatches and youth unemployment in some rural areas.
COVID-19 induced economic impacts will further affect job availability and access. Contributions

Terrritorial Analysis of the NWE cooperation area

DRAFT REPORT

12 August 2020 )
vii



Territorial Analysis of the NWE Cooperation Area

from transnational cooperation may be limited to joint development of better labour market access
in specific types of territories.

A SO 4.2 Access to inclusive and quality services in education, training and lifelong learning.
Needs in this field are limited, mostly relating to supporting mobility and lifelong learning rather than
education and training in general. Beyond capitalising on past experience and contributing to
awareness raising, there is a high risk of overlaps with other programmes.

A SO 4.3 Socioeconomic integration of marginalised communities, migrants and
disadvantaged groups. Needs to overcome social exclusion are mainly in larger urban areas.
There are different national and regional challenges such as housing, in-work poverty, etc. This calls
for better territorial governance of different sector policies. While there are niches for territorial
cooperation, many measures are not transnational. These may not be easy to transfer to other
regions in the NWE cooperation area as they require individual local activity which may be better
provided by other programmes.

A SO 4.4 Equal access to health care. There is a need to improve access to healthcare services in
peripheral areas, particularly in view of decreasing numbers of hospital beds in recent years. In
addition, COVID-19 has illustrated a lack of resilience of healthcare systems across borders as well
as interdependencies between countries. Transnational cooperation may support coordinating
national healthcare policies to be better prepared for emergencies, helping to develop more resilient
healthcare systems. In addition, the opportunities for digital transformation of health and care
through robotics, artificial intelligence, digital platforms and administration could be exploited beyond
pilot actions.

Territorial needs, challenges and cooperation niches under PO 51 A Europe closer to citizens
by fostering the sustainable and integrated development of urban, rural and coastal areas and
local initiatives

Territorial analyses for the two themes covered under PO 5 identify several opportunities and needs for
territorial cooperation related to both SOs of PO 5. Assessing the cooperation potential for value added
and complementarity with other EU Programmes reveals niches for transnational cooperation under PO
5 for both SOs. However, given the continued ambivalence of conditions to use PO 5 in transnational
cooperation programmes, many territorial challenges in different regions could also be implemented
through other policy objectives, however, not by means of integrated approaches across sectors.

A SO 5.1 Integrated social, economic, cultural and environmental development, cultural
heritage and security in urban areas. In view of the degree of urbanisation in the NWE
cooperation area, the variety of topics challenging urban area development is considerable. These
include climate change adaptation, urban poverty, mobility and digital transition and can build on
existing networks and experience. Integrated approaches on these themes, while considering other
territorial challenges of urban areas, can contribute to achieving Sustainable Development Goal
(SDG) objectives. Functional links crucial for urban area development are another need that can be
addressed. In particular, urban-rural partnerships between regional urban centres and their
surrounding resource-based communities need to be revitalised to achieve stronger territorial
cohesion and more integration in different types of territories (ESPON, 2019h). These partnerships
could also be a horizontal objective to address fragmentation risks and include a comparative
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perspective of the influence of different frameworks. Transnational cooperation can complement
other programmes by taking wider transnational links into view.

A SO 5.2 Integrated social, economic, cultural and environmental local development, cultural
heritage and security, including for rural and coastal areas. Rural areas can be frontrunners in
renewable energy or brand names for sustainable tourism in the region. Coordinated strategies at
transnational level would add value by promoting more balanced territorial development. This also
contributes to environment related SDGs. Coastal areas depend on both maritime and land-based
policies and hence require specific types of cooperation at different levels. PO 5 addresses this and
the importance for local initiatives (ESPON, 2019a). Climate change and flood prevention strategies
are also necessary to adapt to climate change and mitigate its consequences. Following the
discussions about places left behind, bringing policies to the lowest governance levels contributes
to better integration and less fragmentation across European regions. Territorialising and localising
SDGs supports more sustainable development through a more holistic approach, i.e. through
implementing these SDGs under all POs.

Stakeholder analysis

The analysis highlights lessons from stakeholder participation in the 2014-2020 programming period. In
2014-2020, in terms of project partners, by far the most involved stakeholder group in NWE projects
2014-2020 were higher education and research organisations. These are followed by SMEs, local public
authorities and business support organisations. Other stakeholder groups such as regional public
authorities, infrastructure and service providers, national public authorities or sectoral agencies have a
relatively low representation. Stakeholder involvement mostly follows the same pattern in all three
Priority Axes in 2014-2020. Participation indicates that NWE projects in 2014-2020 are knowledge-
driven and business-oriented, with a local rather than regional focus.

The analysis for the new programme highlighted different stakeholder groups as potential beneficiaries.
An overview table summarises potential interests in the new SOs for each stakeholder group and
potential barriers that may limit their future participation. This analysis needs to be deepened, when the
new SOs have been selected for the new funding period.
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1 Il ntroduction

With a population of about 118 million inhabitants in 2019, the Interreg North-West Europe Programme?
cooperation area accounts for more than one quarter of the EU population (without the UK). Including

the UK in the cooperation area increases the share of the population to above one third of EU population,

which accountedfor4 6 % o f g ghoss ddinggiic product (GDP). Thus, the areaisone of Eur ope
most productive and wealthy areas, which is mirrored in high levels of innovation as well as digital and

transport connectivity. This comes with several environmental costs such as high greenhouse gas

emissions as well as water quality and quantity challenges.

The overall high level of economic wealth is however not evenly distributed across the cooperation area.
With the UK it includes the two largest European metropolitan areas i London and Paris i as well as
many other highly urbanised and densely populated areas, ranging from small to second tier cities, but
also rural and relatively remote areas. Disparities are distinct in many regards and often relate to urban-
rural disparities but country specific differences and other territorial structures also matter. For instance,
in 2018, GDP per capita was nearly ten times higher in Inner London than in some rural regions of the
cooperation area. Disparities exist also regarding connectivity, the availability and access of services of
general interest (SGI), environmental quality, etc. Overall, the cooperation area of North-West Europe?
is rich in a variety of different types of regions sometimes facing very different challenges. For most
characteristics, including or excluding the UK does not change the principal territorial strengths and
weaknesses but mainly affects only the extent of certain disparities. How far the economic strength and
disparities of the NWE cooperation area will be challenged by the COVID-19 pandemic remains to be
seen.

This report presents results and recommendations for the territorial analysis of the NWE cooperation
area regarding Interreg NWE Programme 2021-2027. This work aims to identify potential territorial
cooperation needs of this transnational cooperation programme. It supports preparation of the Interreg
NWE Programme by gathering and providing information, which will be used to define the future focus
of the programme, to develop a coherent programme strategy and elaborate an intervention logic
including clear and consistent priorities.

Nature of territorial cooperation projects in transnational cooperation under the Interreg NWE
Programme

At the time of drafting of this report, programme authorities and partners still had to reflect where exactly
to place future cooperation projects in NWE within a variety of possible cooperation approaches. This
box summarises the principal objective of territorial cooperation and provides additional reflections for
further discussion.

The overarching objective of European Territorial Cooperation ds to promote a harmonious economic,
social and territorial development of the Union as a whole@? In this framework, transnational cooperation

1 The area of the future cooperation programme as delineated in the orientation paper of the European Commission (2020a).
ZInthefollowi ng al ways referred to as O6NWE cooperation aread.
3 https://ec.europa.eu/regional_policy/de/policy/cooperation/european-territorial/
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@ims to promote better cooperation and regional development within the Union by a joint approach to
tackle common issuesoé*

Transnational cooperation programmes typically focus on activities like policy learning, developing tools,
feasibility studies, testing, pilots and exchange of experience. This takes into account the size of
transnational project funding compared to other EU and national funding sources. Within this variety of
project activities, the Interreg NWE Programme has a tradition of focusing moreoné har d é (i
projects rather than ohswdutpuis aqmresujtsearemeasured. To stréngtheer
the o6territorial di mensiondé of transnational c

- All selected POs and SOs may use territorial disparities in the NWE cooperation area as a starting
point for action to avoid increasing regional disparities e.g. by innovation projects. This may require
project calls for different types of activities.

- Cooperation potential can be based on both differences and similarities of partners that face common
challenges. These can then, for instance, be addressed jointly or by transferring successful solutions.

- Strengthening the territorial dimension may imply changing the partnership structure to focus less
strongly on enterprises and more strongly on public authorities and other groups representing public
and citizen interests. This could bring transnational cooperation closer to citizens but may require a
change in the understandingnoffatiom$t anogecot,
to reduce territorial disparities.

- The Interreg NWE Programme as well as many other EU Programmes have created multiple solutions
tackling local and regional challenges during previous programming periods. Often, they are not well
known beyond the project partners. Strengthening the territorial dimension of cooperation may also be
possi bl e upsdalingby g h . & . supporting i mplementation
areas. This may also strengthen synergies with other EU Programmes, especially for actions
implemented in the Interreg NWE Programme area.

nvest
fects
pboper ;

tespr

beyc

This analysis focuses on 22 thematic analyses closely related to the five POs and the more detailed
SOs outlined in regulations proposed for Interreg Programmes 2021-2027 (COM(2018) 372 final, 2018;
COM(2018) 374 final, 2018). The POs guide the structure of the report. Correspondingly, this report
includes:

1 Chapter 2: Methodological notes. This chapter summarises the data used for the territorial and
stakeholder analyses, the approach of the analytical matrix that summarises the steps from needs
to niches and an outline of other funding programmes that contribute to defining the comparative
advantage of the Interreg NWE Programme.

1 Chapter 3: Analysis of territorial needs, challenges and cooperation niches under future
POs. The thematic analyses are assigned to the PO most relevant for the respective themes. Each
PO section starts with a short overview of links between themes and SOs. The results of each
thematic analysis are presented and concluded in a SWOT table that identifies territorial
cooperation needs. Each PO section concludes with an assessment of niches and comparative
advantages of the Interreg NWE Programme in relation to the cooperation needs. This compares

4 https://ec.europa.eu/regional _policy/en/policy/cooperation/european-territorial/trans-national/

Terrritorial Analysis of the NWE cooperation area
DRAFT REPORT
12 August 2020


https://ec.europa.eu/regional_policy/en/policy/cooperation/european-territorial/trans-national/

Territorial Analysis of the NWE Cooperation Area

possible actions under transnational cooperation and value added created by the programme with
other funding programmes for that objective. The more detailed needs and limits and tentative lists
of possible transnational actions that provide food for thought are outlined in the corresponding
section of the analytical matrix at the end of each PO section.

Given the state of programme development the assessment and recommendations at the end of
each PO are proposals for further discussion. It does not exclude a certain SO but rather
establishes a priority ranking based on the territorial and strategic analyses. A selection based on
priorities might be necessary as NWE funds are limited and concentration on certain SOs is
required.

1 Chapter 4: Stakeholder analysis. The analysis differentiates between lessons from participation
in the 2014-2020 programming period and an ex-ante assessment of potential groups for 2021-
2027. The analysis of stakeholder participation in 2014-2020 highlights the most relevant groups in
view of the themes. The ex-ante assessment for 2021-2027 further details this analysis in view of
the variety of potential SOs.

For better legibility, Chapter 3 summarises the thematic analysis of the territoryé s atus &nd trends of
the NWE cooperation area. A more extensive analysis with additional figures and maps is available as
separate file.

2 Met hodol ogi cal not es

The territorial analysis builds on statistical data, studies and strategies, NWE programme data on
stakeholders and partnerships and information on other EU funding programmes. Together these
sources fed into an analytical matrix.

2.1 Information sources and organisation of the analysis

The most important source for the thematic analysis of territorial development in the area is regional
statistical data from Eurostat, EEA, ESPON etc. The main indicators and statistical sources are listed in
Annex | as agreed at the inception meeting of the study. These are complemented by additional data
and findings from studies and strategies to fill regional statistical data gaps and to build on findings from
previous analyses of the NWE cooperation area.

Overall, indicators and data sources have been selected according to relevance and availability
(possibly including NUTS® 2 or NUTS 3 level information) to best describe the corresponding theme and
highlight needs for actions based on territorial developments. In addition, a separate table in Annex |
lists the pre-agreed studies. These and further references are detailed in the bibliography.

The thematic analysis is provided in two documents. The thematic in-depth report gives details of the
territorial development and state of the NWE cooperation area for all agreed and available indicators. It
is accompanied by figures and maps to visualise the territorial state of the area. Findings of these in-
depth analyses are summarised in this report to provide the main findings of the SWOT analyses. Each
SWOT analysis highlights territorial cooperation needs for different functional relations and areas.

5 Nomenclature des unités territoriales statistiques (NUTS) is a geocode standard for referencing the administrative divisions of
countries for statistical purposes.
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Examples are urban-urban, rural-rural, urban-rural, coastal areas, river basins, transport corridors and
cross-border areas. Cross-border areas always refer to scaling-up activities, i.e. transfer of solutions
between cross-border areas at transnational level rather than activities within single cross-border areas.

Given the territorial uncertainties about the participation of the UK when the report was developed, the
thematic analysis differentiates two alternatives when suitable, i.e. an NWE programme area with and
without the UK.

2.2 Comparative advantage to other EU funding programmes

For all thematic areas, alternative public funding programmes (mostly national funding or mainstream
ERDF, as well as EU programmes such as Horizon Europe, ERASMUS+, ESF+, and LIFE) have been
identified. Together with other ETC programmes they might be equal, or more adequate and accessible
for final beneficiaries, reducing the potential attractiveness of NWE.

To assess the comparative advantage of the Interreg NWE Programme, other EU funding programmes
have been reviewed. This includes project sizes, any cooperation component, knowledge of these
programmes by potential NWE project partners, difficulties in accessing these programmes and their
attractiveness regarding co-funding rates. Annex Il includes an assessment table based on:

A aprevious analysis of funding sources, conducted by the Interreg NWE Programme in 2018 and
A data from the funding programme descriptions and webpages.

This analysis, together with the findings from the SWOT analysis, feeds into an initial prioritisation of
SOs. This highlights potentially promising SOs within each PO from an analytical perspective. This
prioritisation is not a proposal for selecting SOs, especially since it balances the prioritisation of SOs
between all POs.

2.3 Analytical matrix

Building on the SWOT analyses, for each SO the analytical matrix differentiates analytical steps from
identified needs to tentative formulations of niches and comparative advantages. Each SO is presented
on a separate page to facilitate flexible use of the matrix. For each SO the matrix has the following
columns:

A Specific needs in NWE. Based on the findings from the thematic analysis of the NWE cooperation
area related to an SO, this column summarises the needs for territorial development intervention.

A Transnational functional links. The NWE cooperation area shows functional links and territorial
similarities between regions (e.g. rural areas or coal regions) that indicate access points for
transnational cooperation in relation to the specific needs.

A Potential for cooperation. Combining specific needs with transnational functional links highlights
ideas for cooperation. These indicate possible thematic foci of cooperation to address a need.

A Challenges for transnational cooperation. Transnational cooperation may face challenges from
within the cooperation area (e.g. the availability and know-how of stakeholders to implement the
cooperation potential, funding limitations) as well as from external influences (e.g. other funding
sources).
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A Common challenges / joint investment needs. These give first ideas of possible activities under
the future transnational Interreg NWE Programme. Their further specification depends on the
decision of the programme on the types of preferred activities.

A Stakeholder mapping. Previous experience of the programme and a review of motivations for
different stakeholder groups is the basis for a first indication of possible stakeholders in cooperation
projects of an SO. They may be refined after specification of the preferred types of activities.

A Niches / comparative strengths of NWE. This gives an indication of what can be concluded for
the further programming process with respect to selecting SOs. It highlights which SOs offer the
Interreg NWE Programme high potential for cooperation, with niches for activities and where
potential added value is high also compared to alternative EU funding programmes.

The first four bullet points build the basis for a more detailed assessment and proposal in the last three
points. Thus, the last three columns of the analytical matrix are tentative. They identify areas and
proposals for interesting potential and should be considered in further programme development.
However, given the very early phase of programme development, the proposals still need to be
discussed with stakeholders and potential beneficiaries (through consultation) and analysed in the light
of the final ERDF and Interreg regulations for 2021-2027. Thus, this input may inspire further discussion
among programme partners when specifying the Interreg NWE Programme 2021-2027. For SOs
selected by the programme partners, the final content of joint investment needs, targeted stakeholders
and niches and comparative advantages will be outlined in the programme document.

2.4 Stakeholder analysis

The stakeholder analysis aims to provide first insights for defining target groups of the Interreg NWE
programme 2021-2027. Given the uncertainty about selecting SOs and the types of activities favoured
by the programme under different objectives this stakeholder analysis needs to be further detailed during
programme drafting as the programme becomes more specified.

Within these limitations, the stakeholder analysis consists of an ex-post analysis that reflects on the
participation of stakeholder groups in the Interreg NWE Programme 2014-2020 across different thematic
domains. For this the partnership database has been reviewed to delete double-entries within themes.

Apart from participation in partnerships in the themes covered by the programme this analysis includes
an assessment of the motivations of partners that was used to develop the ex-ante stakeholder analysis
for the 2021-2027 programming period. As a first step to further specify potential future target groups
for the Interreg NWE Programme, stakeholders have been divided into specific types of organisations
with different motivations or which face different barriers limiting their future participation.
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3 Territori,@hahleeapged s cooperati on
undéut POs

This chapter provides an overall territorial analysis of the NWE programme area for all five POs
proposed by the European Commission in 2018 (COM(2018) 375 final, 2018). This approach aims to
identify specific territorial needs and development goals in all policy and thematic areas that could be
relevant under the POs of future Interreg programmes in 2021-2027. For each PO there is:

A An overview of relations between the PO and the themes covered in the chapter. Some
thematic analyses may also be relevant for other POs but have been assigned to the PO where they
are most important.

A The results of the analysis of territorial needs and challenges for each theme that depicts
corresponding features in the NWE cooperation area. More in-depth thematic analyses
underlying the results are detailed inthe 6 t h e madteipct hi m epor t 6

A A concluding SWOT table for each thematic analysis. The SWOT analyses are complemented
by an indication of territorial cooperation needs related to different functional areas. This provides
initial territorial cooperation perspectives for the future Interreg NWE Programme.

A Niches and comparative advantages of the Interreg NWE Programme for each SO within the
PO. These have been identified based on the analytical steps described above in the methodological
notes (i.e. thematic territorial analyses, SWOT, steps of analytical matrix and assessment of other
funding programmes). These sections provide tailored advice for recommending SOs per PO.

A Analytical matrix for each SO within the PO. For an overview and summary of needs, proposed
tentative actions and niches, each PO chapter closes with an analytical matrix.

3.1 PO17i A smarter Europe

The regulatory framework defines four SOs under the first PO; enhancing research and innovation
capacities, reshaping the benefits of digitalisation, enhancing growth and competitiveness of SMEs, and
developing skills for smart specialisation, industrial transition and entrepreneurship (Table 3-1). All these
SOs need to support good governance for national or regional smart specialisation strategies
(COM(2018) 375 article11(1) and Annex IV).

To assess the challenges and needs for the SOs under PO 1 requires an understanding of general
economic developments and possible disparities, regional economic structures and their implications
for competitiveness, the level of innovation capacities and the progress made to transform to digital
economies and societies. The table below presents the main links between the themes of the territorial
analysis and the SOs.
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Table 3-1 Overview of relations between PO 1 SOs and territorial analysis themes
1.1 12 1.4
soO | Enhancing research S . 1.3 Developing skills for
and innovation R'ea_lpmg_ wisiE s of Enhancing growth smart specialisation,
G digitisation for = : ] o
capacities and the B e and competitive- industrial transition
Theme uptake of advanced and ov'ernmgnts ness of SMEs and
technologies g entrepreneurship
Socio-economic X X
developments
Competitiveness X X X X
Innovation
capacities X A % X
Transition to a
digital economy and X X X
society
3.1.1 Socio-economic developments®
In 2018, the cooperation area for North-West Europe accounted for 4 6 % o f Europedbds gros:
product (GDP), makingitone of Eur opeds most productive and weal

regions in the cooperation area have a GDP at purchasing power standard (PPS) per inhabitant of EUR
34,820 against EUR 30,800 on average in Europe.’

The wealth is, however, not equally spread across the cooperation area. In 2018, the GDP per capita in
PPS was highest in Inner London (EUR 190,500) and the lowest in West Wales and the Valleys (EUR
20,500). Half of regions in the cooperation had a GDP per capita close to the EU average.

The extent of the expected decrease of disparities and the timespan resulting from COVID-19 may differ
significantly between territories, depending on the level of COVID-19 cases and government responses
to the outbreak. The Alsace, province of Liége, North Brabant, Paris and London are among the
territories most hit by the virus. Countries with very strict containment measures, such as France,
Belgium and Luxembourg face severe impacts on the economy.

GDP has moderately increased in the cooperation area with differences between NUTS 2 regions and
countries following the financial crises and the anticipation of Brexit. The increase of disparities is most
pronounced between the UK and Western Ireland compared to other territories in the NWE cooperation
area (Map 3-1). Between 2015 and 2018 and excluding the UK, GDP increased mostly in urban and
intermediate regions and economic growth was moderate in rural regions. Without the UK, average GDP
growth was 9% for NWE NUTS 2 regions, which is slightly above EU average.

These territorial patterns are confirmed by the development of disposable household income, both with
respect to the UK and urban-rural disparities. Some predominantly rural areas benefit from income
generated by commuters to neighbouring regions with a higher GDP (e.g. the predominantly rural region
of Luxembourg in Belgium).

6 Any territorial pattern observed in this section may alter in the next years, following diverse impacts of COVID-19 across the
cooperation area. It may be assumed that overall GDP and household incomes will decrease.

7 If not explicitly referenced, Eurostat 2020 data is used.
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Map 3-1 Development of GDP 2015-2018
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Administrative boundaries: Spatial Foresight and University of Geneva based on material from Eurostat GISCO, the GADM database and the EEA.
Data: based on Eurostat [nama_10r_2gdp], extracted 13.03.2020. Figures for IE and UKM7, UKM8 and UKM9 following NUTS2 2016 classification.
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Increasing socio-economic disparities in the NWE cooperation area call for cooperation on addressing
these trends by adjustments and transfers from more successful regions with similar socio-economic
and demographic structures (Figure 3-1).
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Figure 3-1  SWOT on socio-economic developments*

Strengths Weaknesses
AThe cooperation area i s ¢ ARegional GDP and household income are
productive and wealthy areas. uneven and the difference between regions is

increasing. Without the UK disparities are less
severe and disparity increases are lower.

Opportunities Threats
AMainly outside UK, spill-over effects resulting from ABrexit seems to have a considerable effect on
commuting may contribute to balancing income GDP development especially in Irish regions,
between regions. increasing levels of uncertainty.

Territorial cooperation needs

A Cooperation on regional economic policies targeting lowest income territories.
AEncourage investments or provide examples for investments in lowest income territories.

*Here and in following SWOT-figures, blue highlights refer to variations from excluding the UK in the NWE programme area.

3.1.2 Competitiveness

Competitiveness has been assessed by analysing the regional competitiveness index, regional sector
compositions and the regionally differentiated situation and development of SMEs as the backbone of
economic activity in NWE.

3.1.2.1 Regional competitiveness index

The regional competitiveness index measuresa r egi ondés ability to offer an
environment for firms and residents to live and work by comparing 11 competitiveness dimensions and
74 indicators. The index compares all European NUTS 2 regions (Annoni and Dijkstra, 2019).

Regional competitiveness in the NWE cooperation area is generally better than in most other parts of
Europe (Map 3-2). Only eight NUTS 2 regions in the cooperation area have a slightly lower score than
the European mean. These are mostly in France and in Belgium, Ireland and the UK. At the same time,
sixo f  E u rtem mescempetitive regions are in the NWE cooperation area.

Similar to the socio-economic performance, urban and capital regions tend to perform better than rural

regions. In addition, national differences for some aspects of competitiveness matter. Methodological
changes in the index limit comparability, ho we ver about one third of havhe coo
been stable since 2010. For the other two thirds there is no clear geographical or territorial pattern for

regions gaining or losing comparative competitiveness. The in-depth report (Chapter 1.2) provides for a

multi-year comparison.
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Map 3-2 Regional Competitiveness Index, 2010 and 2019*
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* RCI scores as z-scores for EU-28 = 0 for the respective years
Source: Annoni et al. (2011) and Annoni and Dijkstra (2019)

3.1.2.2 Economic sectors

Regional economic profiles contribute to different regional competitiveness levels. Diverse regional
profiles make the economy more resilient in case of crises (Bristow et al., 2014) and general trends
create new opportunities and challenges for regions and/or specific sectors (ESPON, 2018a).

Table 3-2 shows the diversity of profiles in terms of gross value added (GVA) and highlights the most
and least concentrated cooperation area sectors in NWE regions. Overall, financial and insurance
activities contribute most to the GVA in the cooperation area with public administration and defence
activities second. In some of the top-5 regions in the table, these sectors account for more than one-
third of the total GVA. Despite being slightly less relevant in the NWE cooperation area compared to the
EU average, industrial activities dominate GVA creation in some regions due to a focus on
manufacturing while others face industrial transition challenges due to the role of coal, steel and other
heavy industries (European Commission, DG REGIO, 2019).

Information and communication activities distinctively concentrate in urban areas. Outside these areas,
the dominance of this sector in Eastern and Midland, in Ireland, is at least partly based on large
multinational communication and software companies. Construction activities concentrate close to
growing urban areas. Finally, the GVA contribution of agriculture, forestry and fishing is low in the NWE
cooperation area. However, regional specialisations in sub-sectors gives relatively high GVA
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contributions for these sectors in some regions as outlined in Section 1.2.3 in the thematic in-depth
report.

Table 3-2 Sectors contributing most and least to regional economies in NWE, 20178
Agriculture, Industry Construction Wholesale and Information and Financial Public ad-
forestry and (except retail trade, communication and ministration

fisheries construction) transport, insurance and defence
accommodation activities
and food service
(% GVA in (% GVA in (% GVA in activities (% GVA in (% GVA in (% GVA in
NACE code | NACE codes NACE code (% GVA in NACE NACE code J) NACE codes | NACE codes
A) B, D &E) C) codes G-I) K-N) 0-U)
Champagne- | Southern Essex, Vlaams-Brabant, Eastern and Inner Namur,
Ardenne, Ireland, Outer- Flevoland, Outer Midland, Greater | London, Luxembourg
Cornwall Stuttgart, London East London East and London, Paris, Luxembourg | (Belgium),
and Isles of Tubingen, and North North-West, Cologne, Utrecht | , Outer Hainaut,
Ly Scilly, Schwaben, East, Kent, Zeeland, Zuid- London Nord-Pas-
g Lincolnshire, | Rheinhessen | Cornwall and | Holland South, de-Calais,
= Zeeland, -Pfalz Isles of Scilly, Brussels Lorraine
Flevoland Bedfordshire Capital
and Region,
Hertfordshire Paris
Greater Greater Inner London | Southern Ireland, | Zeeland, Trier, Southern Southern
London, London, -West, Inner London, Luxembourg Ireland, Ireland,
Brussels Brussels Souther Tubingen, (Belgium), Highlands Eastern and
Capital Capital Ireland, Stuttgart, Champagne- and Islands, | Midland,
P Region, Region, Brussels Rheinhessen- Ardenne, Champagne | Inner
g West Luxembourg, | Capital Pfalz Picardie -Ardenne, London i
g Midlands, Utrecht, Region, Trier, West,
(& Greater Noord- Eastern and Zeeland Stuttgart,
Manchester, | Holland Midland, Cheshire
Paris Noord-
Holland

Source: Based on Eurostat 2020 data (nama_10r_3gva)

3.1.2.3 SMEs

Small and Medium-sized Enterprises (SMESs) represent the majority of all business in the EU and in the
cooperation area. They have a particularly high potential for innovation and growth. The share of SME
value added in the overall economy increased between 2008 and 2016.° SMEs and micro-enterprises
are particularly important for employment in rural regions as they account for about half the employment
in several predominantly rural regions in the NWE cooperation area (ESPON, 2018b).

The number of social enterprises, focusing on social impact as well as economic benefits, remains very
small but has been increasing in the cooperation area. Some countries introduced specific policy
instruments to facilitate the development of these enterprises and the cooperation area includes some
of Europeds | eadi ngsumgportingthemi(Borzagaehad, 2028)gi on s

8 Data for NWE NUTS 2 regions. In some cases, NUTS 2 regions in the greater London area have been grouped to describe
more diversity. Data for France from 2016.

9 SBA factsheets 2019 are available at https://ec.europa.eu/growth/smes/business-friendly-environment/performance-review _en
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Different policy instruments facilitate the development of SMEs. In 2018, the Netherlands had the most
comprehensive policy instruments in the cooperation area®.

Territorial cooperation needs for enhancing competitiveness mainly arise from similarities in economic

profiles and value chains (Figure 3-2).

Figure 3-2  SWOT on competitiveness

Strengths

ATerritories in the cooperation area have generally
higher competitiveness scores than elsewhere in
Europe, offering attractive and sustainable
environments for firms and residents.

ARegions in the cooperation area are among the
leading regions to support social enterprises and
social economy organisations. This is an economic
niche with increasing attention, notably in FR, BE
and the UK.

Opportunities

A Competitive urban regions may function as hubs for
growth and innovation that can spread in their dural6é
surroundings.

ASMEs increasingly contribute to national economies
in NWE countries enhancing innovation potential and
the dynamics of the economy.

ADifferent foci in policy instruments for SMEs in NWE
countries may be a source of inspiration to further
support SME development.

AGeneral presence of financial and insurance
activities, public administration and industrial
activities throughout the area provide possibilities for
cooperation in these sectors.

ANWE has a diverse economic profile covering a
variety of sectors making the overall economy robust
in case of economic crisis.

AWithout the UK, fewer regions have low
competitiveness scores following the European
regional competitiveness index. Regions with low
competitiveness and decreasing scores remain only
in FR.

Weaknesses

ADifferent instruments in NWE countries provide
different conditions for SMEs across borders,
challenging internationalisation and cooperation
ambitions of entrepreneurs.

Threats

ANiche sectors like the social economy lack a
common definition in the cooperation area which
may hamper common approaches to support
such sectors.

A Some regional economies are dominated by one
or a few sectors. This makes these regions more
prone to economic crisis.

AOverrepresentation of coal, steel or other heavy
industries in a territory may pose additional
challenges in view of ongoing industrial
transformations. Without the UK the number of
these regions decreased, risking a lack of critical
mass for cooperation activities.

10 sBA country reports 2019 available at https://ec.europa.eu/growth/smes/business-friendly-environment/performance-

review_en
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Territorial cooperation needs

APolicy coordination of SME instruments, notably targeting internationalisation and territories with the lowest
competitiveness scores.

ADissemination of practices to enhance attractive and sustainable environments for enterprises and
entrepreneurship notably from the most competitive to less competitive regions (according to the DG REGIO
competitiveness index).

A Sector specific investments and policy coordination of support instruments to enhance competitiveness in
regions with similar economic profiles (functional regions along economic value chains), e.g. fintech in
London, Luxembourg, Brussels and Paris; industrial transition in Northern France, Wallonia, Northern
England, Ruhr and Saar regions; regions with automotive industries including suppliers, tourism regions

Aln view of COVID-19 (not covered by the statistical analysis) economic recovery strategies could be
developed jointly in regions with similar economic profiles.

3.1.3 Innovation capacities

Innovation systems in cooperation area regions, measured in terms of the regional innovation
scoreboard!!, are among the best developed in Europe (European Commission, 2019a). The

cooperationareaincl udes some of Eur opeds andoalgfounage considerediaat i v e

moderate innovators, namely Koblenz, Normandie, Hauts-de-France and Zeeland. However, all regions
provide specific conditions that favour innovation as indicated by individual indicators in the regional
innovation score and no region excels in all of them.

Between 2011 and 2019, many regions with high scores, especially in Germany, lost ranks against the
European average. While others either kept their relative position or even improved it, this may suggest
that territorial disparities decreased during this period.1?

The strength of the NWE cooperation area innovation system is visible in above EU average R&D
expenditure (Map 3-3). In 2017, R&D expenditure matched the European 2020 target of 3% of GDP in
a few regions north of London, the southern Netherlands, regions around Antwerp and Brussels and
several German regions.

Public authorities in Europe encourage innovation mainly by overall support for business R&D and
increasingly through support for science and industry cooperation. Fewer public authorities encourage
innovation through public sector innovation initiatives, social innovation initiatives and support for
participation in international R&DI programmes (Walenndowski et al., 2017). Similarities among policy
objectives, scientific domains and economic domains in RIS3 can be a cooperation starting point to
further enhance and implement this policy instrument. Coordination among these strategies and
corresponding investments enable further strengthening of priorities, e.g. to strengthen a critical mass
for R&D, or by linking value chains. Sustainable innovations, digital transformations, key enabling
technologies and public health and security are among the key policy objectives in the cooperation area
RIS3. The main scientific domains are a general advancement of knowledge and focus on increasing

11 The scoreboard combines 17 indicators to measure the innovation score of each region against the European average. The
scoreboard includes territories at different NUTS levels. Information is for example published at NUTS 2 levels for the
Netherlands and Germany and only at NUTS 1 level for France and the UK.

12 precise trends cannot be concluded from the data as the ranking is subject to the European average. Thus, a region may be
ranked lower despite increasing its innovation performance.
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knowledge of industrial production and technology. The most important economic domains in the
cooper at i RIS3 are mandfacturing, professional scientific and technical activities and
information and communication technologies.'?

Map 3-3 Total intramural R&D expenditure 2017

Hilerrey - spatial
North-West Europe

foresight

Intramural R&D expenditures as share of total GDP
in North-West Europe, 2017
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© Spatial Foresight GmbH, 2020
Administrative boundaries: Spatial Foresight and University of Geneva based on material from Eurostat GISCO, the GADM database and the EEA.
Data: based on Eurostat [rd_e_gerdreg], extracted 13.03.2020. Values for FR: 2013, BE and IE: 2015, UK: 2016.

Total intramural R&D expenditure
Intramural R&D expenditure (GERD) as percentage of gross domestic product (GDP), 2017

<1% N 2-25%
1-15% M 25-3%
15-2% M >3%
Programme area
no data / no NWE territory

Source: own representation, 2020

Territorial cooperation potential relates mostly to measures that help reduce territorial disparities, i.e.
cooperation between innovation leaders and regions lagging in innovation performance (Figure 3-3).

13 Based on the JRC Eye on RIS database.
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From a more horizontal perspective (see also chapters on other POs and analytical matrix), there may
be a variety of cooperation potential attracting different types of regions.

Figure 3-3  SWOT on innovation capacities

Strengths Weaknesses
ATerritories in the cooperation area have generally AcChanges in regional innovation scores between
above EU-average innovation systems. 2011 and 2019 suggest that most territories in
ARIS3 in the cooperation show several similarities in the cooperation area increased their innovation
policy objectives, scientific domains and economic performance less than elsewhere in Europe. Only
domains offering a starting point for dialogue. a few territories in the cooperation area improved

their score, among which were territories that
were already innovation leaders.

APublic R&D expenditures are unevenly
distributed across the cooperation area.

Opportunities Threats
ATerritorial differences among the key strengths for AoOverly diverse measures encouraging innovation
regional innovation provide opportunities to share may hamper a balanced playground for
experiences and learn from different examples. innovations, offering more opportunities in one
AThe variety of policy measures in support of SMEs region than in the other, with the risk of
provides opportunities for local and regional increasing territorial differences on regional
authorities to share experiences and learn from innovative capacities.

different examples.
ARegional innovation capacities may be improved
based on commonalities in RIS3.

Territorial cooperation needs

AFurther disseminate approaches to enhance innovation capacities between innovation leaders and regions
that are less well ranked on the EU innovation scoreboard or have lost their positions in recent years.

3.1.4 Transition to a digital economy and society

The von der Leyen European Commission made digital transformation one of its six priorities for 2019-
24.14 |t stimulates the development and use of new technologies in businesses and services as outlined
in Section 1.4 of the thematic in-depth report.

Several regions in the NWE cooperation area are frontrunners in the transition to a digital economy and
society. Particularly regions in the Netherlands, UK and Ireland score highly on the European Digital
Economy and Society Index (DESI).® Between 2014 and 2019, the digital performance of countries in
the cooperation area increased for all five components. This increase was most pronounced in
connectivity and was considerable for integrating digital technology in businesses and public services.
Some regions previously leading in these two components managed to perform better than the EU

14 See https://ec.europa.eu/info/priorities_en

15 Based on the EU DESI composite index available at https:/digital-agenda-data.eu/datasets/desi. DESI is a composite index

summarising indicatorson Europ e 6 s di gi t al performance and tracks the evolution
components and 13 indicators.
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average, which contributed to increasing disparities for digital technology integration. At the same time,
digital public service disparities decreased.

Map 3-4 Employment in technology and knowledge intensive sectors, 2018

Source: own representation, 2020

Few comparable data allow insights at regional level of the transition to a digital economy and society.
The share of employment in technology and knowledge intensive sectors illustrates a potential for the
development of technological solutions that can support the digital transition. Employment in technology
and knowledge intensive sectors concentrates in capital regions (Map 3-4) and is still relatively high in

Terrritorial Analysis of the NWE cooperation area
DRAFT REPORT
12 August 2020
16










































































































































































































































