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1. Introduction

The former CADSES programme (INTERREG IIC, INTERREG I1IB) was, among the 13 transnational
cooperation areas in Europe, the largest and most complex area. From the coasts of the Baltic Sea,
through the mountains of the Central Europe and the Hungarian plains, through the Austrian and
Slovenian alpine landscapes, CADSES stretches down to western Italy and Greece, thus grouping the
Balkan regions, including Moldova and parts of Ukraine.

The CADSES area comprises regions belonging to 18 countries. In the period 1995-1999, only four
countries (Germany, ltaly, Austria and Greece) were Member States. In the period 2000-2006, the
programme started with 4 Member States until in the year 2004 Czech Republic, Hungary, Poland,
Slovak Republic and Slovenia received a new status as members of the European Union. Around 200
million people, more than 15 ethnic groups, live in this cooperation area, which has collected new
challenges: the enlargement, the preparation and intensification of the integration process and the
neighbourhood relations (Neighbourhood Programme i NP).

In the new Structural Funds Period (2007-2013), the former CADSES transnational cooperation area
is now divided into two spaces: Central Europe and South East Europe. Following the Lisbon and
Gothenburg strategy, transnational cooperation should play an important role in strengthening the
territorial cohesion of the Union. For the CENTRAL cooperation area, this means:

i intensifying the integration process

i to continue the work commenced in the past based on experiences and by improving the
actions (the quality and management of programme and projects)

The new CENTRAL programme includes eight Member States (Czech Republic, parts of Germany,
parts of Italy, Hungary, Austria, Poland, Slovenia and Slovak Republic) and one permanent observer
(Ukraine).

The Programming Process i Partnership Principle

In line with Article 11 of the General Regulation, the partnership principle applies to all levels of the
programme, including the development of the Operational Programme, the composition of the
Monitoring Committee and the development and implementation of projects.

As far as the implementation, monitoring and evaluation of the programme are concerned, the
participating countries ensure on a national level that all competent partners are informed and involved
in accordance with national rules and practices.

According to the partnership principle, the countries participating in the programme cooperate on
finding optimal solutions for the benefit of the whole programme area. This principle has already been
applied during programming as outlined below.

Programming as an integrative, bottom-up process

i All Member States of the Central Europe cooperation area were involved in the programming
process.

i Member Statesd representatives jointly deci
Programme.

i Involvement and information of national committees and integration of regional representatives
ensured national feedback loops.

ded
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Intense interaction with the Ex-ante Evaluation and the Strategic Environmental Assessment
teams (SEA)

i Ex-ante and SEA were seen as key processes accompanying the programming. Frequent
personal contacts with Ex-ante and SEA experts ensured meaningful integration of results
(rather than a pure formal check).

i As aresult, a substantial number of Ex-ante and SEA proposals were accepted by the Member
States and integrated in the Operational Programme and Ex-ante and SEA processes lead on
continuous optimisation of structure and coherence of the Operational Programme.

Overview of milestones in the Programming Process

Milestones of the programming process are summarised below.

i 6Task

FTo-y eferé to (the decision-making programming body and consisted of

representatives from the Member States.

i 6Dr aft i nQT) i theadrafting (body that prepared proposals to be decided upon in the

Task Force.
Date Meeting/Event Progress Made
ubljana, i decision on working procedures; set-up of the Drafting Team
02/2006 1% TF (Ljublj SI) decisi king p d t-up of the Drafting T
03/2006 1°' DT (Berlin, DE) i agreement on OP content and size
i Division of tasks among drafter
05/2006 2" DT (Budapest, HU) i discussion of strategic issues based on a questionnaire
i discussion of diagnosis, strategy, Priorities, implementation of system
05/2006 2“TF (Pl zeR, i decisionon Terms of Reference and tendering procedure for external
experts for OP drafting, Ex-ante evaluation, strategic environmental
assessment and team moderation.
06/2006 3" DT (Warszawa, PL) i discussion of strategic approach, preparation of general objectives
i definition of Areas of Intervention for each Priority
7 discussion of programme knowledge management and capitalisation
efforts
07/2006 39TE (Wien, AT) i discussion of DT inputs and decisions
i further development of implementation and management model
07/2006 Editorial DT (MUnchen, i further elaboration of Priorities and Areas of Intervention
DE)
09/2006 4" DT (Torino, IT) i discussion of project quality characteristics and focus
7 discussion of project development, application procedure and
selection of projects
7 involvement of private partner, funding rates and material investments
i presentation of external experts as support for the programming
process
10/2006 4" TF (Ljubljana, Sl) i discussion of DT input and decisions
i decision on final structure of analysis, SWOT, strategy and Priorities
i 1% Ex-ante involvement: decision to consider Ex-ante remarks
i 1% SEA involvement: decision on incorporation procedure for SEA
remarks
11/2006 5™ Task Force Meeting i 2" Ex-ante involvement: process analysis of impacts of Priorities and

(Bratislava, SK)

Areas of Intervention
2" SEA involvement: decisions on SEA reformulation proposals
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Date Meeting/Event Progress Made
01/2007 7 OP National Consultations i start of SEA and OP public consultation processes on January 3¢
03/2007 and SEA Consultation 2007 (publishing of the draft Operational Programme 3.0 and the
(AT, CZ, DE, HU, IT, SI, Environmental Report on the CADSES website).
SK, PL)

i Members of the Task Force provide information to national
environmental authorities to announce starting of SEA process.

01/2007 Meeting with the European i discussion of Operational Programme (Draft 3.0)

Commission

01/2007 6" TF (Berlin, DE) i further development of the management and implementation structure

03/2007 7" TF (Wien

i further development of the financial breakdown and indicators

, AT) i finalisation of the content Chapters 1- 4

i input of EC to Draft 3.5
i further development of the financial breakdown and indicators
i further development of management and implementation structure

04/2007 Conclusion of SEA and i revision of the OP on the basis of comments received

OP public consultation

i finalisation of Ex-ante report
i finalisation of SEA report

05/2007 8" TF (Budapest, HU) i approval of last revisions of Operational Programme

i finalisation of management and implementation structure
i approval of financial tables

06/2007 Submission of the OP
Central Europe

07/2007 Programme kick-off event  Grand Programme Opening Event

(Wien, AT)

1.1 The Programme Area

The cooperation area comprises the territory or parts of the territory of eight EU Member States and
the western border area of Ukraine. Three of them were already part of EU-15, five joined in 2004.
The participating countries and regions are listed in the following table.

Table 1: Countries and regions participating in the Central Europe Programme

Austria

The whole country

Czech Republic

The whole country

Germany Baden-Wirttemberg, Bayern, Berlin, Brandenburg, Mecklenburg-Vorpommern,
Sachsen, Sachsen-Anhalt, Thiringen

Hungary The whole country

Italy Piemonte, Valle d'Aosta/Vallée d'Aoste, Liguria, Lombardia, Provincia Autonoma
Bolzano/Bozen, Provincia Autonoma Trento, Veneto, Friuli-Venezia Giulia, Emilia-
Romagna

Poland The whole country

Slovak Republic

The whole country

Slovenia

The whole country

Ukraine

Volyn, Lviv, Zakarpattia, lvano-Frankivsk, Chernivtsi*

As programme cooperation partner, Ukraine is a member of the monitoring committee and can participate in the programme
with national financial contribution.
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Map 1: Programming area
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Table 2: Cooperation of participating countries/regions in other transnational programmes and Cohesion Policy
(please, see Annex 7.3 for further details)

Country Cooperation in other transnational programmes Cohesion Policy

Alpine Baltic North  Medi- South Convergence Competitiveness

Space Sea West  terra- East and Employment

Region Europe nean Europe
Progr.
Austria P P Burgenland (PO) all except for
Burgenland (CE)
Czech Rep. all regions except for Praha Praha (CE)
©

Germany P) P) (P) Brandenburg-Nordost, all other regions (CE)

Mecklenburg-Vorpommern,
Chemnitz, Dresden, Dessau,
Magdeburg, Thiringen (C)
Brandenburg-Sidwest,
Leipzig, Halle (PO)

Hungary P all regions except for K6zép-  Kbdzép-Magyarorszag
Magyarorszag (C) (incl. Budapest, PI)

Italy (P) P) P) all regions within CES

(CE)
Poland P all regions (C)
Slovak Rep. P all regions except for Bratislavsky (CE)
Bratislavsky (C)
Slovenia P P P all regions (C)
Ukraine (P)

Pé Partic
Convergen

i ation oP) téhePawhtoil ei peotuinamr ygf (some regions within the co
c
Regional C

p
e: C é Convergence, PO é Phasing Out
ompetitiveness and Empl oy melbimp| «CEmen tRe gRhlo néa | P lCeosmipredg iltn v e
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2. Outlining Central Europe Today

The programme area covers 1,050,000 sgkm and with approximately 148 million inhabitants, the area

provides one of the biggest population mass potentials in Europe. More than 12 different languages (8

national languages and more than 5 languages of national and ethnic minorities, e.g. Romanes,
Croatian, Rutheniané) are spoken in this area. The
terms of climate conditions, land use, settlement and economic structures, accessibility, development
processes and ecological problems. Also in terms of political and administrative structures, the Central

Europe space is among the most heterogeneous areas in the European Union.

The great diversity is a strategic key factor for the development of the area and should be used to
strengthen sustainable economic growth and territorial cohesion. The main characteristic of the
programme region and the challenges can be described by a need for reducing economic and social
disparities by intensifying integration, reaching harmonised efficiency and quality standards,
deepening existing and growing institutional networks, as well as cooperation and capacity building.

Map 2: Landscape and settlement structures

RO .
. f/ el @.@
52 Praha |

Wlen
‘ .Bratlslav
Budapest

Central Europe

Cities Topography

O up to 200k inh. ([ Water Body
(@) up to 500k inh.
up to 1minh.
Sara]iv O more than 1m inh. cee
CR

OIR-Informationsdienste GmbH

Source: Eurostat

2.1 Spatial Structures i Settlement Structures

The spatial structure of Central Europe is determined by a distinct topography of mountainous areas,
the sea, the most important river systems, flatlands and a variety of different border situations.
The main characteristics are:

i high population density

i high concentration of population in capital agglomerations
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i adistinct importance of small and medium sized towns

i avariety of border situations

2.1.1 Urban Regions

A striking feature of the area is a relatively high population density almost evenly distributed over the
territory. Around 28% of the EU population live in Central Europe, on approximately a fifth of its
landmass. In comparison to other European macro regions, such as the Nordic Countries or the
Iberian Peninsula, the area is characterised by an above average population density.

In Central Europe, both polycentric and monocentric structures are to be found. In some of the
countries, the capital city plays an outstanding role. This is particularly true for Hungary, Austria and
Slovakia, where about a quarter of the total national population lives in the capital agglomeration. On
the other hand, the urban networks of Northern Italy, Southern and Eastern Germany, Poland and the
Czech Republic demonstrate an advantage of larger towns with several major cities ranking behind
the capital in the urban hierarchy.

Table 3: Population density and share of population in cities of different size 2005

AT Cz DE* HU I PL SI SK UA* CES

population density (per sq km) 98 130 186 109 221 122 99 109 93 141

share of population in cities

with pop. 200-500 thsd. 6.7 7.0 6.5 0.0 78 11.3 135 129 0.0 8.1
with pop. 500 thsd. i 1 Mio. 0.0 0.0 4.1 0.0 2.7 7.3 0.0 0.0 10.0 4.0
with pop. more than 1 Mio. 208 118 118 199 176 4.3 0.0 0.0 111 108

urban population, total share ° 658 745 885 659 675 620 508 580 673 732

Source: Eurostat, nat. statistics (population dens.iohs2005Ukr ai ne),

entire countries

Countries like Slovenia, the Slovak Republic and Poland are fostering polycentrism as traditional
policy option supported by different instruments, while others, such as Hungary, still have a more
mono-centric character. The meaning of national polycentric policies and their steady implementation
in the Eastern part is therefore most important for integrating this part of Europe and realising its role
more effectively.

Taking the close proximity of some metropolitan areas, such as Wien and Bratislava and Brno,
Ljubljana and Zagreb (the latter just outside Central Europe), Katowice and Krakow and Ostrava; Usti
nad Labem and Dresden, Pl zeR and Regensb Maripori
Graz etc. into account, transnational cooperation for regional development is an essential tool to make
use of possible development advantages.

The strengths of the urban areas are a high economic potential and a diversified economic basis. In all
countries of Central Europe, the central locations are the key economic regions, with a competitive
industrial sector, a high share of high-quality services, a substantial infrastructure that supports
economic activity and skilled workforce. Due to better access to higher education and innovation
systems in urban areas, they offer a high degree of cultural performance and of attractiveness for new
businesses, industries and services. Additionally, the urban population and enterprises have better
access to administration and the political decision making system. Smaller towns providing rural
population with basic public and private functions are important as local centres of peripheral regions.
Some of them are also dominated by functions as e.g. tourist cities, university cities or industrial cities.

10
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Mo s t of Centr al Europebs urban areas are faci

economic problems. The consequences are:

i Social and inner urban segregation (also including abandoned housing, mass-housing estates,
decline of public safety, high shares of disadvantaged and deprived groups) and social tensions

i High level of unemployment

i Environmental problems such as noise, air and water pollution, traffic congestion, waste
production and excessive water consumption

i Growing disparities in income and lifestyles are reflected in the different needs in terms of
housing and residential location

i Decreasing accessibility to green and leisure areas

i Increasing suburbanisation processes

There is a clear trend of suburbanisation in the region dating back to the nineties. The impact of
suburbanisation is to a certain extent also felt because of the enlargement and the improvements to
the transportation infrastructure network. The radius covered by people daily commuting to work in the
cities and economic centres has already widened substantially. Although changes in new Member
States have been comparatively smaller than in EU-15 up to now, an accelerating development in
those countries has to be expected. The adverse effects of suburbanisation are increasingly apparent:
segregation is growing, transport links between towns and the countryside are difficult to sustain and
there is a burden on urban traffic, too.

2.1.2 Rural Regions

The share of population that lives in urban areas? is lower in Central Europe compared to that of the
EU-25. The urban population ranges from above Central European average values in Germany (89%)
and Czech Republic (75%), over average values in Italy, Ukraine, Hungary and Austria (66-68%), to
below the Central European average figures in Poland (62%), Slovakia (58%) and Slovenia (51%).

Low levels of urbanisation in the region may indicate that the economies still depend on agriculture
largely and do not fully exploit the possibility of benefiting from the (re)development of manufacturing
and the expansion of services. It also indicates that a large share of population may not have
immediate access to a number of services that are available in the cities.

Due to the structural situation, rural areas are confronted with the following trends and problems:
i Strong dependence on specific industries (agriculture, forestry, mining...)

i Depopulation and the aging of the rural society due to the process of structural changes, the
decrease in agricultural production or the loss of jobs in dominant branches

i Adverse conditions for diversification regarding financial and human resources
i Peripheral position and lacking transportation network, poor links to the central regions

i High level of unemployment and unfavourable unemployment structure due to lacks of job
opportunities

i Brain drain

i Problems in stabilising the technical and social infrastructure

Urban population (by definition of UN Population Division), national data

11
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Nonetheless, some of the rural areas have the potential to accomplish the process of structural
change successfully. Key factors are:

i The possibility of access to infrastructure, knowledge and technology
i The development of natural and cultural heritage (e.g. tourism)

i Diversification of the economic base (new products, new markets, cooperation networks, new
production methods, agro-environmental measures, organic production)

i Structural changes from agriculture towards
2.1.3 Border Regions

The border region is one of the typical regional characteristics in Central Europe. Due to the fact that
the number of neighbouring countries is rather high in Central Europe (averagely 5.5 neighbours),

ser vi

there are many very different 6éborder situations®d i

i Economic and social disparities

i Spatial and settlement structures

i (Physical) accessibility and infrastructure
i Cultural and social networks

i Economic structure and development

i Political, legal and administrative systems and frameworks (e.g. Schengen, EU Member States/
non-member states)

i Historical, socio-cultural and political atmosphere

2.2 The Socio-Economic Performance
2.2.1 Demographic Trends, Social and Cultural Aspects

Demographic trends are very heterogeneous between and within Central European countries. The
region includes areas with high population increase and others with high decrease in the number of
population. At a national level, the demographic development 2000-2005 ranges between a
considerable to a slight increase of population (ltalian regions, Austria, Slovenia), over stable
population figures in the German Central European regions (in total), to a major population decrease
in Ukraine.

At regional level, major gaps concerning population within Central Europe have to be stated between
German regions; slightly lower are the differences in the remaining countries. Most East German
regions had to cope with a population decrease of 4% to 6% (NUTS2, 2000-2005), i.e. excluding the
delayed trend of suburbanisation which can be observed in most city regions in the new Member
States and East Germany. Other regions, mostly in Southern Germany, Northern Italy and Austria, on
the other hand, had an increase of up to 5%° (also due to migration from outside the countries). In
Ukraine, there is no region showing population increase, population decrease in western Ukraine is
lower than in the east. The capital regions usually have positive trends (e.g. Berlin, Warszawa, Praha,
Wien, Budapest, and Ljubljana).

Migration flows confirm the strong attraction i mostly for young people i to the central locations, but
also indicate the structural weaknesses in the peripheral agricultural regions and in the old industrial

% No comparable data was available for Poland, Slovak Republic and Slovenia.

12

c

n f



CENTRAL EUROPE PROGRAMME Revised Version 2.0 / March 2011

centres confronted with structural changes, as well as structural national weaknesses. Generally, a
flow to economically strong regions and/or regions with a high quality of life (nature, leisure,
attractions) has to be stated. On a national level, main migration flows (in absolute figures) are found
from Poland and Ukraine, to a lower extent also from Czech Republic and Hungary to EU-15.

The population shift from peripheral regions to the central places (and economically stronger
countries) makes it hard to maintain the current infrastructure (social, health, education etc.) in the
peripheral regions and leads to the phenomenon of brain drain. Especially urban areas are confronted
with intensive migration. This often leads to ethnic concentration in some districts. Spatial and social
segregation in form of low income level, unfavourable housing conditions, lower educational level and
high unemployment rates are the results and cause social tensions.

In general, the demographic development follows the European trend of an ageing population. The
decline of birth rates and the progressive ageing of the population are characteristic of most advanced
European countries and the forecasts predict a further increase in the share of older people. This
development puts constraints on long-term population growth connected with strong impacts on the
social and health services and the labour market. Especially challenging (concerning demographic
trends) is the situation in Ukraine, which has a rather seriously negative balance of birth and death
rates. This development in combination with emigration is expected to lead to a further decline of
population.

In terms of relations between generations, the most disadvantageous situation concerning the old-
age-dependency ratio” in 2005 has to be stated for Italy and Germany (0.28-0.29), whereas low ratios
are shown in Czech Republic, Poland and Slovakia (0.16-0.20). By the year 2030, the old-age-
dependency ratio is expected to increase to more than 0.45 in Germany and Italy, and less yet still up
to 0.32 in the most advantaged countries within Central Europe (Slovakia, Ukraine). Nonetheless, the
situation in terms of population above age 65 is slightly less challenging in Central Europe, in the new
Member States, respectively, than it is in EU-15. The estimations concerning the proportion of people
above age 65 in 2030 are clearly lower in the new Member States and Ukraine (20.8% 1 23.6%, with
the exception of Slovenia: 25.1%) than in EU-25 (24.7%).

As a result of historic development and/or migration processes, the Central Europe region is extremely

diverse in terms of minorities and ethnicities. In all countries i often in the border regions with their
neighbouring countries T there are ethnic groups speaking their own language, organising their

specific cultural life and running educational and cultural institutions (theatres, media, schools,

l'i braries, é&). Il nternational , European, nat i o wofal and
minorities in the respective countries. Integration depends on historical burdens, the socio-economic

situation of the minority, prejudices and the political atmosphere. On the other hand, minorities often

act as links between two different cultures. By using their linguistic and cultural competencies, they

can contribute to intensifying the integration process.

Concerning the ethnic group of Roma, a specific situation has to be mentioned; they are poorly
integrated into society, they often have poor access to education, services and healthcare, housing
conditions are mostly unfavourable. Additionally, poor vocational training opportunities intensify low
employment levels within this group.

Cultural heritage is defined as the totality of material and immaterial cultural assets like libraries,
archives and museums, buildings (churches, castles, monasteries), as well as the manifestation and
expression of folk culture, the scientific perception and so on. The immaterial cultural assets are
passed down from one generation to the other. They are formulated by communities and groups
depending on their particular milieus, their interactions with nature and their history, and are part of
their identity and continuity. Cultural heritage contributes to cultural diversity and creativity and is part
of a regional identity.

4 www.populationeurope.org, European Demographic Data Sheet 2006, definition of old-dependency ratio: proportion of

population 65+ to 15-65 year old population. A ratio of 0.25 means that there are four people in the age group 15-65
(considered as the potential working age) for each person aged 65 and older.

13
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The variety of cultural heritage and activities in Central Europe offers specific links to activities and
measures in order to protect cultural traditions covering legislative framework (e.g. UNESCO
convention, national regulation for the protection of historical monuments and buildings, culture

poli cy é) up to customs and traditional handicraft

development of cultural heritage are also very important for tourism. There are comprehensive
activities in the programme area to protect the cultural heritage (historical urban areas, monuments

and historical ensembl es, cultural |l andscapes, &) .

heritage, the properties i ncl ude d I WorldHerEagediQ ars mentioned here.

In general, the richness of the cultural heritage in the programme region is endangered since the
investment perspective is lacking for large parts of the heritage. Efforts regarding the restoration and
revitalisation of cultural sites concentrate on those areas, where the economic perspective including
the positive impact on employment (especially for women) is clearly visible. Compared to the
programme region as a whole, the number and size of these zones is limited. In general, there is an
urgent need for intensified awareness with regard to risk-control, the prevention of further degradation
and the recovery of impaired heritage, through safeguard and innovation and through the involvement
of private actors.

2.2.2 Economic Structure and Development

The economic performance in Central Europe is characterised and influenced by the following factors:

i Marked disparities concerning GDP, personal income, productivity, wage etc.: disparities at
national level between the highly developed countries and the new EU-member countries and
the accession countries on the hand, and regional disparities between urban and
rural/peripheral regions on the other hand

i The process of structural change caused by a decrease in the secondary sector and an
increase in the importance of the tertiary sector and/or the formation of new market structures;
the technological progress through the transformation and integration processes in the new
Member States and acceding countries.

i Divergent accessibility to markets, labour and qualification, technology and innovation, transport
and telecommunications networks, as well as to education and research.

i The regions feature significant differences in the level of economic activities, specialisation of
production and services, their innovation potential in dependence on economic and enterprise
structures, production costs and productivity.

i The influence of direct foreign investment.

Besides encompassing some oCentrdl Eurapp alfosincludes csonme sot
Europeds poorest ones. The difference between

like Wien, Oberbayern and Praha with a per capita GDP of over 140% of EU-2 586 s aver age,

are others, for instance Lubelskie and Podkarpackie in Poland with 33%. Regions in Ukraine, such as
Zarkarpartie and Chernivtsi, are even below 15% of the EU-25 average.

In terms of economic strengths, old EU Member States are usually more competitive than new EU
members and EU neighbouring countries. Out of 73 NUTS 2 regions in Central Europe, 22 are below
50% of the average EU-25 GDP level, all in the new member countries. In fact, all of the ten regions
with the lowest GDP per capita in the whole of the EU-25 are part of Central Europe. In terms of
economic dynamism (i.e. annual growth rate of GDP per capita), the positions are, however, partly
reversed. The new EU member countries generally perform better than the old EU Member States 1
suggesting that the Eastern countries are catching up.

®  The United Nations Educational, Scientific and Cultural Organisation (UNESCO) seek to encourage the identification,

protection and preservation of cultural and natural heritage around the world considered to be of outstanding value to
humanity. This is embodied in an international treaty called the Convention concerning the Protection of the World
Cultural and Natural Heritage, adopted by UNESCO in 1972.
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Map 3: Economic Level i GDP per capita PPP, 2003

—
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Source: EUROSTAT, © EuroGeographics 2001 for the administrative boundaries. OIR-Informationsdienste GmbH

Source: Eurostat

Trade relations can be interpreted as an indicator for the intensity of integration. Regarding trade
links, Central Europe already looks highly and increasingly integrated. About 29.5% of trade of
Central Europe countries was carried out within the area. Growth rates of trade concerning the three
western Central European countries, namely Germany, Austria and Italy, show much higher figures
than trade with the other 12 western EU countries. Moreover, figures concerning trade growth
between the three Western countries and the eastern countries are much higher than the respective
figures concerning trade growth with the EU-15 and the world.

Besides traditional networks, the geographical proximity, accessibility, the size of the national
economy and historic ties influence the economic integration. The most important trade partner of the
new member countries in Central Europe is by far Germany, whereas for south-eastern European
countries, which are not yet EU members, the most important partner is Italy. Moreover, there is still a
more intensive trade between the Slovak and Czech Republic and even between older traditional links
of Hungary and Austria.

Present competitiveness of Eastern Central European countries (except for Slovenia) depends largely
on the presence of foreign capital. Foreign investors implement a very significant proportion (20-
40%) of business investments in Central and Eastern Europe countries. Community support and
private foreign investment are thus of equal importance for the development of the respective
countries. Since the location of FDI is rather selective and rather indifferent to cohesion
considerations, the result is a dramatic increase in economic- and income-disparities among and
within the Eastern countries.

The urban agglomerations are the centres of economic activity and growth. Measured by GDP in
all countries, the most highly urbanised regions are economically the strongest and the most
successful ones.

In the past few years, the metropolitan regions have been the carrier of growth in the entire Eastern
area. 75% of the whole increment of the Centr al Euro
of the regions 1 including all capital regions i inhabited by a third of the total population. Yet, the
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difference in competitiveness between metropolitan regions is significant. There is a clear distinction

between metropolitan regions in western and eastern partner countries. The metropolitan regions
M¢nchen, Stuttgart, Mi |l ano, Berlin and Wien are amo
regions. With exception of Wi en, they are situated r g
Member States. On the other hand, the area around Budapest, Praha, Krakow and Bratislava is still

rather weak in comparison to the level of economic activities of Western European metropolitan

regions, but indeed very dynamic in terms of its growth rates, so that the metropolitan regions are

slowly catching-up.

Besides the capital regions, the second highest level of per capita GDP can be found in the western
part of Germany and Austria and in the northern Italian regions. In the new Member States, the most
advanced regions are those in vicinity to the old Member States.

Central Europe is far from being cohesive i at least in economic terms, as the figures on GDP above
show. Cohesion is Omissingd along the following |ine
dividing lines could be found

i alongtheformer &él ron Curtainé,

i along the Eastern external border of the EU,

i and in regard to internal regional disparities.
The differences in eastern Central Europe countries are much larger than in the western countries.
The current trend is widening the gap: while i n t he &é6Westerndé part di spariti
growing in the new member countries. The more advanced a country is in the process of transition,

the higher are the internal disparities. Thus, the capital regions in the new EU-member countries take
up an outstanding position today.

2.2.3 Labour Market i Employment and Unemployment

The structures and opportunities in the regional economies also determine the employment
structures in Central Europe. Employment rates tend to vary less among old and nhew Member States
and more between the central-Central European region and the Central Europe countries around.
Specifically the southern part of Germany, Czech Republic, Austria and Slovenia reach EU-25
average while the employment rates of Poland, Slovakia, Hungary and Italy are considerably lower.

Regarding the development of the labour market in Central Europe, the following trends can be
observed:

i negative impacts of structural crises on agricultural and old industrialised regions with the
consequence of lack of new job opportunities;

i increasing employment in the service sector, increasing employment of women;
i new and increasing commuting networks;

i migration flows mainly caused by better labour market opportunities in urban areas and/or other
countries;

i and increasing unemployment rates with increasing shares of unemployed people with
structur al problems (low qualification, | ow mobili
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Map 4: Employment Rate 2004

Source: EUROSTAT, © EuroGeographics 2001 for the administrative boundaries.
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Map 5: Unemployment Rate 2004

—

Source: EUROSTAT, © EuroGeographics 2001 for the administrative boundaries.
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Regarding labour market opportunities and education, a different situation for men and women could
be found.

i In contrast to the experiences of EU-1 5, womends p arlabouc magrkettused to bei n

high, but dropped dramatically during the early years of transition. Today labour markets in
Central Europe are strongly gender-segregated and show a wide gender pay gap. In all Central
European <countries, unempl oyment of wo men
common labour market/employment patterns concerning female employment rate, the Central
European region lies within EU-25 average, whereas the countries around show lower
employment rates. Part-time employment, both in total and in that of women, is much less to be
seen in the new member countries than it is in EU-15.

i Interms of education and by considering all age groups, women in Central Europe (as in EU-
25) are less educationally qualified than men. This inequality in qualification levels between men
and women is no longer apparent in the younger age groups. Not only could women catch up,
the percentages of young women (25-34 years) e.g. not having secondary school diplomas are
now lower than among men in that age-group. Additionally, concerning tertiary students, there
are more women studying at universities than men throughout the Central Europe region. A
higher proportion of female university students has been counted especially in Czech Republic,
Poland, Hungary, Italy and Slovenia. In contrast, the proportion of women choosing studies in
the fields of sciences, mathematics and computing is much smaller and even less in the fields of
engineering, manufacturing and construction.

2.3 The Innovation System (innovation, technology, R&D, education and
qualification)

A high level of education and innovation is one of the major assets of regional development and a
basic factor in regional innovation. Educational level, the knowledge base and access to research and
development (R&D) play a major role in supporting the economic performance and have become the
major determinants of economic competitiveness. The (regional) qualification level and innovation
intensity depend on

i the education system, the regional distribution of educational infrastructure and the physical and
socio-cultural accessibility of education;

i the orientation of the national innovation and technology policy;
i economic factors (economic structure 7 enterprises, branches, level of economic activities);

i and the expenditures for R&D (national, regional, private).

With regard to the Lisbon performance, Central Europe provides quite a mixed picture in terms of
performance on economic indicators related to R&D and innovation. Whilst some countries are among
the EU forerunners in terms of productivity, employment rate, R&D expenditure, R&D personnel and
educational level of the population, others clearly lag behind on these aspects. The same pattern can
be observed within individual countries, with marked differences in capital regions and most of the
other regions, especially in the new Member States.

These patterns can also be found regarding general R&D expenditure (in % of GDP and %GERD -
Gross Expenditure on Research and Development), where the disparities between old and new
Member States generally are highly distinct. In the old Member States of Central Europe, total R&D
expenditures are significantly higher in Germany and Austria, but considerably lower in Italy. In the
southwestern part of Germany and the western and southern parts of Austria high values of R&D
expenditure are shown due to a favourable industrial structure and a well-equipped R&D system in the
old Member States.

Poland and Slovakia show the lowest performance of R&D expenditure in total (GERD). Generally, in
the countries of Central Europe low values of GERD come with a considerably lower share of
business R&D expenditures (%BERD - Business Expenditure on Research and Development).
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Figure 1: Share of public and business R&D expenditures (in % of GDP)
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Source: European Innovation Scoreboard 2005

Within the new Member States, disparities are shown mainly between central and rural regions,
whereas above average expenditures can be stated mainly in the central (capital) regions. Within the
group of the new Member States, a level of R&D expenditures per capita above the European average
can only be found in the agglomeration of Praha (following map).

Map 6: R&D expenditure as percentage of GDP, 2003

—
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Source: Eurostat, Statistik Austria

The research and development system of Central Europe is particularly rich and includes
universities as well as other public and private R&D facilities, science and technology parks,
innovation and transfer centres and enterprises. Nevertheless, the capacity to innovate widely varies
throughout the Member States and regions and depends on the economic basis and structure of the
region and the national policy for innovation and technology. While universities and science centres
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concentrate mostly in major urban areas and/or the regional economic centres, some other facilities
have already been established in other regions to stimulate innovation and development processes.

The economic structure also tends to work against weaker regions. High-tech industry and knowledge-
intensive business services usually concentrate in core regions, which in itself tends to increase
innovative activity, since a lot more is spent on R&D here than in the more basic economic activities in
which employment concentrates in less favoured regions.

Following this pattern R&D and high-tech activities are also highly concentrated in the core regions
(universities, research institutes, R&D intensive enterprises). Firms i especially SMEs i in less
favoured regions often suffer from being isolated from the best international R&D networks and
research centres developing new technologies. It is particularly the SMEs that have difficulties in
finding out about the latest technological developments and their use as well as in establishing
contacts with suitable partners elsewhere.

SMEsare the backbon efinandal busmess €edndng® as thay represented 99.8% of
all EU-25 enterprises in 2003, employing about two thirds of the workforce and generating more than
half (57.3%) of its added value. In the Central Europe countries, the share of micro enterprises lies
between 73% (Slovakia) and 96% (Poland), (Italy 95%). The highest proportion of small (10-49
employees) and medium sized (50-249 employees) businesses are registered in Slovakia (25%), in
Germany (17%) and in Austria (13%), in all other countries the share accounts to approx. 4-7%. In
terms of employment, in some countries the high number of employees in large enterprises shows the
importance of those enterprises (with 250 employees and more) as in Slovakia (51% of employees), in
Germany (40%) and in the Czech Republic (31%)7.

R&D activity often tends to vary with the size of a firm, particularly in the secondary sector (e.g.
manufacturing). Regions with a high concentration of employment in (small) manufacturing firms and
producing at a low technological level tend to have low rates of expenditure on R&D. Unlike (large)
high tech firms which usually have an internal capacity for research. SMEs depend largely on their
capacity to access technology and expertise from outside, especially from within their immediate
vicinity.

While the new Member States significantly differ from the EU-15 in terms of flexibility, incentives and
other business environment conditions, they were even more affected by barriers of an efficient
geographical allocation of economic activities across regions.

Regarding the education level of employees, mainly the capital regions but also a large number of
German (non-capital) regions show a high share of employed persons with tertiary education. Regions
with lower educational level comprise two characteristics:

i The exceptions are the capital regions Czech and Slovak Republic, which show an outstanding
high share of employees with secondary education over their entire national area. Generally,
the share of employees with secondary education is higher in the new Member States (but not
in Slovenia) and Austria.

i The share of primary education is highest in Northern Italy, followed by a larger area in
Southern Germany.

defined as NACE Sections C-l and K
Source: Eurostat, Statistics in focus, Industry, trade and services 24/2006, SMEs and entrepreneurship in the EU
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Map 7: Employed people with tertiary education, 2004

Source: EUROSTAT: © EuroGeographics 2001 for the administrative boundaries.
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In terms of innovation capacity, Central Europe again shows a rather mixed picture. Most of Central
Europe has, compared to the EU average, clear strengths in employment in high-tech services,
medium and high-tech manufacturing, public R&D expenditures and youth education attainment level
(cf. European Innovation Scoreboard 2005%). There are, however, weaknesses related to the share of
population with tertiary education, the number of new science and engineering graduates, less than
average participation in life-long learning and low R&D expenditure in the private sector.

Based on the Summary Innovation Index (Sll) 2005 (score and growth rate), Central Europe shows
average to higher performance only within the old Member States (Germany has been defined as one
of the leading countries, followed by Austria with above average and Italy with below average values).
Those countries also show medium growth rates of Sl (1.0% for Germany to 2.4% for Austria)

The new Member States can be divided into two groups:

i countries O6catching up®6, ze¢chrRepuhlicdwath aSdevelopenent af Sl
over the past three years between 4.3% (Hungary), 3.2% (Slovenia) and 2.2% (Czech Republic)
i countries O6losing grounddé include Pol and

respectively 0.2%

Nevertheless, following the results of the European Innovation Progress Report 2006, convergence
within EU cannot be expected in the short term. None of the countries catching up are expected to be
at the EU-25 average by 2010. At best, Hungary, Slovenia, and Italy will reach the EU-25 average
under the current conditions by 2015, whereas the catching-up process for Slovakia and Poland would
take much longer.

Good governance and an effective institutional structure are important sources of regional
competitiveness. The improvement of the collective processes of learning and creation, and the
transfer and diffusion of knowledge are critical for innovation. In addition, the development of networks

8 DG Enterprise and Industry, European Innovation Progress Report 2006

Hungar

and
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and public-private partnerships are important in order to stimulate thematic and/or regional clusters as
well as regional innovation strategies and policies, especially in less-favoured regions which tend to
have deficient innovation systems.

The innovation and R&D system and policy, especially in the new member countries, are subject to a

large structural change. Before the transformation process, innovation tradition was shaped by the

existence of manufacturing branches with intensive technological skills (e.g. machinery, chemical

industry, food industry, arms production, vehicle s é ) , a strong orientation of th
engineering training, distinct R&D capacities in manufacturing firms, also good cooperation structures

and relationships between academic and the industrial science community. In most countries,

privatisation, the restructuring of the secondary sector and new ownership relations lead to a reduction

of the innovation activities measured in personal and financial resources.

In all Central Europe countries, technology and innovation policy is largely based on the following
elements: the use of traditional industrial expertise (e.g. cluster) and diffusion of expertise and
research results (technology transfer). Technology and innovation policy also includes policy
measures such as development of clusters, upgrading of infrastructure and establishment of focal
points (technology centres, transfer centres etc.). All of the new Member States initiated development
measures to clear their backlog within this field by the beginning of transition.

2.4 Accessibility
2.4.1 Transport

The quality of the supranational and regional transportation infrastructure as well as the
accessibility varies widely from country to country, from region to region and by means of transport. In
general, the transportation systems are designed to meet the internal needs and reflect the
circumstances of the countries and their strategic focus. Considering the European context, new
perspectives and requirements arose and new priorities influenced the national and regional
decisions.

In Central Europe, we are confronted with the following challenges:

i highly developed infrastructure (in the old Member States) versus lags in quality and quantity of
supply (in parts of the new Member States);

i adifferent rating of means of transport (individual vs. public transport, road vs. railway);

i increasing transport volumes and high densities of traffic flows (international routes, commuting,
urban areas, tourismé);

i weak accessibility of peripheral regions and cross border accessibility in border regions;
i highenvi ronment al burden (pollution, noi s e, |l and useé

i increasing mobility (commuting, busi ness, l ei sur e

Transnational Infrastructure and Accessibility

In contrast to the relatively even distribution of population in space i because of the differing levels of
infrastructure 7 the framework conditions for total accessibility9 vary considerably within Central
Europe. Influenced by its relative position to the West European core, the space not only includes
areas of highest (e.g. Milano, Miinchen, Wien, Bratislava) but also of low accessibility in Europe,
though the latter remain an exception. The area around Wien and Bratislava even provides the only

° Total accessibility over all means, as outcome of ESPON
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area of highest European accessibility that can be found outside the so-called Pentagon® Peripheral,
poorly accessible areas are located along the Baltic coast, in Eastern Poland, Slovakia and Hungary,
in some Czech border regions, the Alps and Southern Hungary.

Transnational accessibility within Central Europe is highly dependent on the Transeuropean
Transport Network (TEN-T)' and its priority projects as identified in Decision 884/2004/EC. With
regard to North-South connections this refers in particular to the railway axis Berlini Verona/Milani
Bologna (towards Palermo), to the railway axis Nuremberg/Dresdeni Praguei Viennai Budapest
(towards Athens); to the railway axis Gdanski Warsawi Brno/Bratislavai Vienna; to the motorway axis

Gdanski Brno/BratislavaiVi enna and t o t he 0 R&auhasiBRigd Tallinniddélsinki.x i s

With regard to West-East connections this refers to the railway axis Lyonsi Triestei Dival a/Koperi
Dival ai Ljubljanai Budapesti Ukrainian border; to the railway axis Parisi Strasbourgi Stuttgarti
Viennai Bratislava and to the Rhine/Meusei Maini Danube inland waterway axis. Furthermore the
following motorways of the sea are most relevant for the cooperation area: the motorway of the Baltic
Sea (linking the Baltic Sea Member States with Member States in central and western Europe,
including the route through the North Sea/Baltic Sea canal); the motorway of the sea of south-east
Europe (connecting the Adriatic Sea to the lonian Sea and the eastern Mediterranean, including
Cyprus); the motorway of the sea of south-west Europe (western Mediterranean, connecting Northern
Italy with Spain, France and Malta and linking with the motorway of the sea of south-east Europe).

Additionally, all of the 5 major trans-European transport axes to the neighbouring countries™, as

defined in COM(2007) 32, are in principle affecting

prominent are (1) the Northern axis to connect the northern cooperation area with Norway to the north
and with Belarus and Russia to the east; (2) the Central axis to link Central Europe to Ukraine and the
Black Sea and through an inland waterway connection to the Caspian Sea; (3) the South Eastern axis
to link the cooperation area with the Balkans and Turkey.

The support and development of the Trans-European Transport Network is regarded as an essential
policy for the proper functioning of the internal market and for economic and social cohesion. Whereas
the level of service of the TEN-T within EU-15 territory is rather high, the upgrading of the transport
corridors in the new Member States and in their neighbouring countries is divergent yet generally
lagging behind.

The major needs concerning transnational transport networks lie within upgrading the TEN railway
net wor k, as can easily be seen |l ooking at the
the TEN-T Priority axis are railway axis). Especially the missing fast (rail) connections to and from
metropolitan regions need to be strengthened further. Additionally, the north-south axis from the Baltic
Sea to Wien/Bratislava has also been given priority.

The development of road and rail transport13 between 1995 and 2004 (measured by million tkm)
went in opposite directions. In general, road transport increased considerably whilst rail transport
decreased. Regarding the development of single countries, the pattern is less clear however.

i Road transport increased in all countries, yet to different degrees. Highest growth has to be
stated for Slovenia (+173%) and Poland (+101%), whilst Italy, Slovakia (+13%, +17%
respectively) and Germany (+28%) show only little, the Czech Republic, Austria and Hungary
(+47% to +49%) show moderate development.

i Rail transport in total decreased, but in Austria (+36%), Germany (+24%) and Slovenia (+13%)
freight transport by rail grew. A slight decrease took place in Hungary and Italy (-1% to i 3%).
On the other hand, major decrease is found in the Czech Republic (-33%) as well as in Poland
and Slovakia (both i 30%).

10 Thesocal | ed fAPentagono area, d e | i unicht aadd Harbbyrg, s caccdrding to thE &urdpesan
Spati al Devel opment Perspective (ESDP 1999) the only 6g
the observation that the most dynamic regions were concentrated in North-Western Europe.

see respective maps on TEN-T network in annex 7.6

see map on 5 major trans-European transport axes in annex 7.6

Source: European Commission, Energy & Transport in Figures, 2005
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Due to the fast increase of road transport modal share of freight transport in Central Europe in total
is dominated by road transport over land, though the rail transport system is well developed in most
countries (especially in the new member countries). The road share (2004) ranges between about
60% (in Slovenia, Poland and Slovakia) and more than 90% (ltaly).

Logistics plays a key role in ensuring (sustainable) mobility and increasing modal share of
environmentally friendly means of transport. Its importance continues to grow due to the increase in
globalisation of production along with corresponding supply chains. There are a number of trends i
some contradictory i currently taking place, as e.g. centralisation of logistics organisation in European
and regional distribution centres, decentralisation in the light of saturation on the European roads,
outsourcing logistics activities (shippers buy multifunctional logistic services from external service
providers).

Regarding inland waterways, the rivers Danube and Rhine are of utmost importance within Central
Europe. Those rivers accommodate trade between the Netherlands, Germany, Austria, Slovakia and
Hungary and further with the Balkan countries, while also providing the main transit link between
Western Europe, the North Sea and countries at the Black Sea. Additionally, many other, smaller
inland waterways (e.g. in Poland) have the potential to further develop environmentally friendly
transport. According to the NAIADES™ programme the availability of low-cost inland waterway
transport services proves to be a decisive location factor for European industry: However, today only
10% of the capacity of the Danube is utilised. The modal share of inland waterways (in tonne-
kilometres) accounts for 6% in EU25. In Central Europe only Germany (12.8%) is above this average,
whereas all other countries show lower values, ranging from 5.8% in Hungary, 4.9% in Austria, 2.8%
in Slovakia, 0.8% in Poland to 0.1% in Italy.

Located at the Baltic and Adriatic Seas and connected through surface and inland navigation corridors
to the North Sea, seaports play a significant role for the accessibility of space. So far, the ports within
the area are, from a European viewpoint, only of national significance. Seaports from intercontinental
significance can only be found outside the programme area (e.g. North Sea and Mediterranean
portseé). A renewed hierarchy in the European port sy
Baltic ports have already found their place in the evolving port hierarchy, smaller ports are successful
in following a niche market. In Central Europe co-ordinated port development can be regarded as a
source for regional growth: ports serve as source and destination of global freight transport, they can
provide advantages regarding logistics of multimodal and environmentally friendly modes of transport.
However, co-ordinated port development must be undertaken in such a way as to avoid potential
distortion of competition.

Air transport has developed very dynamically in the past years. Airports of international importance
are located in Minchen, Berlin, Warszawa, Praha, Milano, Wien, Budapest, Bratislava and Ljubljana.
The specific performance of international air transport is the weakest in Slovakia and Poland and the
highest in Germany and Austria, although the intra-European connections are improving fast because
of the estab-fiiseahménnes®. dno

National and Regional Transport System

The old Member States in Central Europe widely provide a good condition of transportation networks
at a national and regional level with only few bottlenecks. In the new Member States, however, both
fast road-network and railway network, generally a higher density of transport infrastructure mainly in
vicinity of the capitals and along corridors linking capitals with EU-15 can be stated. This pattern is
clearer in Poland, Slovakia and Hungary, whereas the density of networks in Czech Republic is higher
in large parts of the country. Apart from those central regions, transportation infrastructure still is often
rather weak (esp. in northern and eastern Poland, southern Slovakia, eastern Hungary and wide parts
of Ukraine). There are three types of different network structures of railways in the countries: 1)
monocentric and radial: Hungary, Czech Republic, Slovenia; 2) quasi monocentric: Austria, Slovakia;

14 Communication from the Commission on the promotion of inland water way t r an s p o r An infeditated BUuPoRear

action programme for inland waterway transport {SEC(2006) 34} /* COM/2006/0006 final */
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and 3) polycentric, web-type: Germany, Poland, Italy. High-speed railways representing the
technological development of transport (with speed above 200 km/h, running on a separate track) only
exist in Germany. In Austria and in the Czech Republic (on the traditional track but partly with
pendolino trains rusnmaeadd rtaiel woaqyu aiss dn lpshVisegrad
countries, the network of tracks allowing a speed of 160 km/h represents 2-5% of the entire network
only.

As far as passenger traffic is concerned, private road transportation has a leading role, especially in
the old, but also increasingly in the new Member States. The development of the use of passenger
cars (measured in passenger-kilometres) mainly shows the highest increase in the new Member
States, as e.g. in Poland (1995-2003: +56%), Slovakia (+40%), Slovenia and Czech Republic (+27%,
+26%), whilst the increase in Germany (+4%) and in Hungary (+2%) was much smaller. In terms of
car sharing, Germany and Italy are leading (85%, 83% respectively, followed by Czech Republic,
Poland and Austria) whilst Hungary shows the smallest proportion (60%). Railways still have a higher
share in the Czech Republic and in Poland.

The national transport systems are oriented towards the national or regional economic centres. Even if
the rural districts only have minimum good access to the central places on a regional level, deficits still
exist with respect to road infrastructure and to public transport in particular in all countries. This is also
true for border regions and the connections on both sides of the border. Although the integration
process has been going on for years, the cross-border transport infrastructure, esp. in regions of the
new Member States, are unfavourable. Moreover, in some sections, road connections are missing
between the neighbouring regions, or are of low technical comfort, low capacity and bottlenecks. This
implies disadvantages that reduce the opportunities and the density of cooperation.

Urban Transport System

Due to their administrative, economic and cultural functions, the transport system of cities is of high
importance. A sustainable urban transport system is essential being able to take both the increasing
mobility requirements of the population and the quality of living and working spaces into consideration.
Thus, major challenges for the urban transportation system can be formulated:

i increasing demand for quick, flexible and ubiquitous public transport, in order to cope with the
increase of commuting

i financial restrictions of public authorities
i operating safety and efficient service

i the possibility of using public transport for all groups of population (depending e.g. on ticket
prices and construction of infrastructure)

i reduction of impacts caused by the increase of transport volumes (noise, emissions, area-

consumption, congestions, &)

Studies from the Urban Transport Initiative™ demonstrate that cities in the new Member States
generally show urban road networks, which are less densely developed than those in the cities that
are located in EU-15 states and car ownership still is lower in those countries. Furthermore, those
studies indicate that the share of public transport in new Member State cities is still considerably
higher than in EU-15 cities.

It is further considered possible that the limited road space in those cities acts as an inherent form of
demand management measure, which i combined with the lower levels of car ownership i has served
to stimulate a higher public transport modal share until today (although bus-fleet renewal is still less
regular in those cities than in EU-15 cities). Nonetheless, presumably this favourable modal share will
i together with the further economic development i approximate to the less favourable share in EU-15
cities, if not hindered by policy measures.

5 Source: Urban Transport Initiative, Year Two, 2005
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Safety of Transportation

Safety of transportation is stated to be a main issue in context with road transport, as e.g. in 2004
about 726,200 road accidents and 991,100 victims had to be counted in the Central Europe countries
(about 55% of the road accidents and victims in EU-25, source: CARE, DG TREN). Central Europe
clearly shows a higher number of road fatalities per million inhabitants than Western Europe. Within
Central Europe, the highest value is observed in Poland (143 road fatalities per million inhabitants),
followed by Slovenia (129), Hungary (128) and the Czech Republic (126).

2.4.2 Information and Communication Technologies (ICT)

The supply and quality of information and communication technologies also form prerequisites
concerning the level of economic and social integration of economies and personslﬁ. As already
shown above, in some fields considerable differences between old and new EU-member countries
have to be stated. This also applies to the field of ICT.

The quality of telecommunication infrastructure permanently increases. Due to the growing
competition, infrastructure providers have to offer sufficient supply, at least in economic centres or
centres of population. From an overall view, all countries of Central Europe provide a relatively well-
developed net of infrastructure and a major forthcoming concerning ICT within the new EU-Member
States can be stated.

A main trend that can also be stated is that broadband connections have increased significantly.
Although the limited availability in 2002 has been transformed and access is now available to a lot
more citizens, there are important exceptions, mainly in the new Member States and in sparsely
populated regions, where the respective countries have to cope with a large backlog.

Differences can not only be shown concerning the supply of ICT infrastructure, but also regarding the
use of those technologies between and within countries, regions and social groups.

Referring to internet connection in general, disparities between Member States have not been reduced
yet. On a national level, the new Member States (joining in 2004) were generally behind (esp.
Hungary). Nevertheless, some of the New Member States are catching up, some already show an
intensity of use which is as high as that of EU-15 (e.g. Slovenia).

In regard to the internet-use of enterprises, the e-business readiness composite indicator (based on
the year 2004, elaborated by the Joint Research Centre, European Commission) shows a similar
picture. Within Central Europe, Germany (former Eastern Germany is assumably in a less favourable
situation), Austria and the Northern Italian regions are leading. Concerning ICT-adoption, the national
value in Italy shows below EU-average. This value is assumed higher in regions within Central
Europe. Tendencies of catching up can be found in Slovenia and the Czech Republic, whereas
Hungary, Slovakia and Poland are lagging behind.

Access to information (both in general and concerning specific supply of public services) is to an
increasing extent offered exclusively by ICT. This form of information also allows high potential of
development. Problems arise due to low use of ICT by the elderly population who have to be
supported in that matter, while those needs already have been considered for the education of the
younger generation. Access to ICT could also be restricted for people confronted with social or
regional disadvantages for example for people living in peripheral regions with no ICT infrastructure,
people with low income due to unemployment, iliness.

6 A new strategic framework for the information society 'i2010 i a European Information Society for growth and employment'

has been set out by the European Commission in June 2005 (Source: Information Society Benchmarking Report, European
Commission 2005).
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2.5 Environment (in coordination with the SEA)"
2.5.1 Natural Resources, Biodiversity

The natural resources are extremely diversified in Central Europe and include large areas of forested
and agricultural land, mountainous areas, watercourses, coasts with specific landscapes, the sea, the
plains, lakes and urbanised areas. The Central Europe regions belong to several important European
river systems: the Vistula, Oder/Odra and Elbe/Labe are nearly completely within the area, as are the
source and the upper half of the Danube. In addition, the westernmost parts of Germany and Austria
arepat of the catchmentds area of the Rhine. Thi
possibilities for recreation for the resident population and serves as attraction for the development of
tourist activities.

Apart from the variety of landscapes and natural resources, there are substantial differences in Central
Europe regarding the present state of the environment, nature and the scale of problems they are
confronted with. Depending on the landscape features, the economic structure and performance, the
settlement structure and the population density, the main environmental issues and challenges are
e.g. land use, water, protected areas, urban environment and brown field development.

Several parts of the Central Europe space are characterised by a relatively high degree of
naturalness. The diversity of the natural heritage is one of the biggest assets of the region with a view
to sustainable development. Biodiversity and natural heritage, in general, are subject to a variety of
adverse impacts from industrialisation, intensive agriculture, traffic and urbanisation and intensive
tourism. Protected areas are fragmented, however; they usually consist of isolated smaller spots and
rarely form ecological corridors. Furthermore, most valuable natural ecosystems are to be found in
border areas were a co-ordinated form of regulation and maintenance is needed. Thus, protection
strategies have to be adopted. The network of Natura 2000 still shows rather low implementation
forthcoming in the Central Europe countries, many species so far remain endangered.

2.5.2 Environmental Features, Sustainable Production and Resource/Energy
Efficiency

The environmental situation in Central Europe has improved substantially over the last 15 years.
Emission of most pollutants decreased due to a decline in production but also due to restructuring and
environmental measures. Currently, the most severe environmental threats derive from increasing
flows of motorised traffic and an increasing number of bottlenecks in urban areas. Huge future
financial burdens due to the revitalisation of derelict, contaminated areas; gaps in energy efficiency;
risks of natural and man made disasters; threatened water reserves; deforestation and soil erosion
and insufficient supply and disposal infrastructure with regard to water and waste.

The state of the environment (including trends) has been shown in the SEA report:

i Water: Reacting on organic and inorganic pollutants from point sources caused good results,
while diffuse sources will continue to be a challenge for environmental management. To provide
drinking water in sufficient quality and quantity still efforts are needed.

i Soil: Erosion, compaction, sealing and actual land filling as well as burden from earlier human
activity pose the highest risks to soil and its capabilities.

i Air, Climate: Development of the emissions of several air pollutants (incl. Green house
gases)'® are closely linked to activities in the economic sectors of energy production, industry,

17

Central Europe Programme 2007 i 2013and deals with the topics water, soil, air and climate, population and health, fauna,
flora and biodiversity, landscape and cultural heritage Additional information can also be found in Annex 7.4 of this OP.
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housing and transport. Technological improvements to reduce emissions are overridden by
increasing energy and transport demand. Although energy intensity decreased in the last ten
years, final energy demand is still growing.

In the last two decades, the production industry has started to adopt techniques, waste treatment and

production cycle management to foster a sustainable economic development. Moreover, a new and

so-call ed ¢6écleané industry has emerged, producing inn
known and from being mainstream.

The countries and regions in Central Europe provide great opportunities for increasing energy
efficiency and the production and use of renewable energy. Generally, a high level of energy
import dependency (import of oil and crude gas) has to be stated, as e.g. Italy imports more than 80%
of its energy, Austria, the Slovak Republic, Germany and Hungary still more than 60%. Import
dependency is lowest in the countries producing energy by hydrocarbon, namely the Czech Republic
(below 30%) and Poland (below 20%). Germany (132 MTOE i millions of tons oil equivalent) can be
named as the main primary energy producer within Central Europe™, followed by Poland (80 MTOE).

Gross inland consumption20 of energy in Central Europe in contrast to EU-25 shows a higher share of

coal, lignite and oil, and a lower share of nuclear energy (6 out of the 9 countries produce nuclear
energy). In Poland, gross inland consumption of coal and lignite prevails.

Figure 2: Gross inland consumption by source, 2003
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@ Nuclear energy
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40% 4
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Source: DG TREN, European Union energy and transport development.

The average share of gross inland consumption of renewable energy in Central Europe is slightly
lower than in EU-25. The highest share of gross inland consumption of renewable energy can be
shown in Austria, followed by Italy and Slovenia. Within the renewable energy production, biomass
and wastes along with hydropower (mainly in Austria and the Slovak Republic) are by far the most
abundant sources of renewable energy.

The ongoing restructuring of the energy sector is an opportunity to diversify the energy supply, fulfil
the Kyoto requirements and bring certain economic, environmental and social benefits to the citizens.
The housing sector and large housing estates in particular, are examples where the energy efficiency
potential is very high and immediate results can be achieved cost and time efficiently.

8 As outlined in the ‘Thematic Strategy on Air Pollution' in relation to health, ground level ozone (emitted through the reaction

of volatile organic compounds (VOCs) and nitrogen oxides (NOx)) and particulate matter (‘fine dust', emitted directly or
formed from gases such as sulphur dioxide (SO2), nitrogen oxides and ammonia (NH3)) are the pollutants of most concern.
Ecosystems are also damaged by the deposition of acidifying substances which lead to loss of flora and fauna.

Data not available for Ukraine. Source: DG TREN

Gross inland consumption is defined as primary production plus imports, recovered products and stock change, less exports
and fuel supply to maritime bunkers (for seagoing ships of all flags); it therefore reflects the energy necessary to satisfy
inland consumption within the limits of national territory.
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2.5.3 Natural Risks and Risk Management

Central Europe has faced a number of natural and man made disasters with transnational dimension
over the last decades. The flooding experienced throughout Central Europe in August 2002 (esp.
Danube, Oder/Odra, Elbe/Labe) and the persistent heat wave during the summer of 2003 are the most
recent examples of the damage caused by unforeseen weather driven natural hazards. As examples
of man made disasters, the fallout of the Chernobyl nuclear power plant and the poisoning of the river
Tisza have received high international public attention.

To a large extent, concepts for the management of risks (such as floods, landslides, earthquakes,
avalanches, wind storms, droughts, nuclear accidents, industrial pollution, poisoning and
eutrophication of water etc.) including civic protection plans and risk management tools are most often
‘end-of-pipe’ technologies still focused on a national level.
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2.6 Strengths, Weaknesses, Opportunities and Threats

Strengths

Weaknesses

Opportunities

Threats

General situation and i
socio-economic
performance

High economic potential with
industrial tradition

i Diversified economic structure and
dynamic development

i Favourable conditions for FDI,
esp. in the new Member States

i Diversified culture, minorities and
ethnicities with common identities

Neglected and underused
infrastructures (e.g. transport
infrastructure, housing)

Economic disparities as separating
elements (e.g. economic
disparities along the EU external
borders, between old and new
Member States, within countries,
urban i rural, centre i periphery)

Inefficient transnational
cooperation (e.g. due to lack of
financial and personnel resources;
sometimes strong nationalism)

Physical barriers, e.g.
impermeable borders

strongly gender-segregated labour
markets: lower female
employment rates, high
unemployment, lower level of
qualification of women

i The spatial structure suggests
structural linkages between west
and east, north and south i
between old, new, Candidate and
Neighbouring EU states. Utilising
these cross-border linkages,
transnational cooperation could
help overcome physical barriers
and unleash hidden potentials.

i Increasing mobility of the labour
force

i Dynamic FDI activities

i Unbalanced development at
transnational level

Growing disparities within
countries (capital regions 1 rural
regions)

Different speed of development
process (between countries and
regions)21

Strong dependencies on special
branches (mining, iron, shipping,
agricultureé) in
programme area

Discrepancies in income level i
strong increase of economic and
income differences among the
regions due to selective flow of
foreign direct investments and
dynamic development

Negative effects of distinct
structural changes (decline
primary sector, deindustrialisation)
like depopulation and
unfavourable demographic
structures, missing job
perspectives

21

consolidating, economic development of EU neighbouring countries would be hampered in the long run.
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The economic performance and development of a country is currently linked to its EU membership status (e.g. with the old EU Member States performing best in terms of GDP). If this pattern is



Strengths Weaknesses Opportunities Threats
Innovation i Average or higher than average i Less than average share of i Dynamic catching-up process in i Strong increase of economic and
employment in high-tech services population with tertiary education some new Member States income differences among the
in most countries and_fewe_r new suence_and i Strong foreign direct investments regions dye to selective flow of
i Public R&D expenditure on engineering graduates in most in R&D in the new Member States ~ [oreign direct investments
average with EU-25 ) Eounttrtl}es (1 Mobile work force i Higt;.h.tc.ent.ralisztion of innovation
, . i Less than average participation in activities in urban areas
" R&D infrastructure well developed life-long learning in most countries i Further development of the . :
in the central regions existing innovation systems (R&D ! Low catching-up process
: ; : i Low R&D expenditure in the ; d 4 regarding qualification level (in
i High educational potential P t A infrastructure, transfer of know- total
private sector how, education facilities) otal)
i Unfavour_able R&D infrastructure ;£ rther improvement of incentives i Brain-drain of well educated
and considerably lower cluster and other business environment persons
participation in the rural/non urban conditions
regions ] ) )
i High cluster portfolio strength in
the capital regions of the larger
new member countries
Transport i Highly accessible regions, i Partly weak accessibility (e.g. due i Upgrading of transnational i High density and increasing traffic
Infrastructure, especially 1in th tomissingorneglected transport corridors (esp. railway) and quality flows (urban areas, transnational
Accessibility and ICT Europe links) esp. rural/peripheral regions of public (urban) transport routes, increasi

Access to two seas (Baltic Sea
and Mediterranean Sea)

Yet, relatively high modal share of
railway in freight transport

i High experience in development of
(environmentally friendly) transport
systems

Generally, still high share in urban
public transport

Lags in quality and quantity of
highly developed transport
infrastructure

Lower road safety in the new
Member States

Generally, ICT-infrastructure, esp.
in rural areas, is lagging behind in
new Member States

Undeveloped environmentally
friendly transport system in some
of the analysed countries

i Catching up process of ICT-

infrastructure (broadband, internet) ;

7 Improvement of traffic conditions
based on the existing logistic
framework

7 Shift of goods and persons to
environmentally friendly means of
transport

i High environmental burden

Exclusion of some groups of
people due to regional
accessibility, low incomes, age

structur e, i1l ne

7 Increasing demands for personal
mobility at the expense of public
transportation
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Strengths

Weaknesses

Opportunities

Threats

Environment

Unique natural assets and
landscapes

Broad biodiversity
Protected areas

Natural environment as source of
future economic development

Unfavourable quality of natural
assets (e.g. water, soil, air,
biodiversity) as consequence of
high economic concentration (e.g.
mining areas, industrialised areas,
agriculture,...)

Fragmentation of the landscape,
noise and emissions due to dense
transport infrastructure (esp. road
transport)

Use of mineral resources has
been threatening the natural and
human environment

High energy dependency and low
share of renewable energy

i High potential for the production of

renewable energy

i High potential to benefit from
natural environment in social and

economic terms

i Valorisation of natural assets

i Intensive land use and dispersed

settlement structure

i During recent years, high

exposure to flooding along rivers
and other natural hazards

i Uncertainties regarding the

impacts of climate change

Cities and Regions

Population mass potential

Strong and thriving capital regions
as carriers of economic growth

Small and medium sized cities as
centres of economic development

Polycentric system

Cultural environment as source of
future economic and social
development

Functions of the Eastern
metropolitan areas are still weakly
developed in a European context

Great national and international
disparities (in particular between
capital and other regions)

Decreasing economic potential in
the peripheral rural areas

High economic and social dispari-
ties: urban agglomerations i rural
areas and/or within urban areas

' New forms of public-private

cooperation

i Coordination of the urban-rural

division of labour and functions

i Valorisation of cultural assets

' Increasing monocentric

development at national level (e.qg.
due to concentrated FDI
expenditure) reinforces national
disparities between capital regions
and other regions

I Social and spatial segregation
I Increasing suburbanisation

process with negative
environmental impacts

| Increasing commuting activities
' Financial restriction for providing

sufficient supply of public
infrastructure and public services
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2.7 Lessons and Recommendations

From INTERREG IIIB to 'Territorial Cooperation’

It is the aim of the Central Europe Programme to build upon the experiences gained during the
predecessor programmes for the CADSES area. Cooperation in this area started in the mid-nineties.
The Interreg IIC programme (1997-1999) played a considerable part in establishing and enhancing
cooperation networks and contributed to a better understanding of common challenges and solutions.
Projects under the successor Interreg 1lIB CADSES programme (2000-2006) could build upon this
basis.

Interreg lIB projects typically aimed at advancing European and national policies and directives and
establishing networks to deliver solutions. Some examples illustrate this approach:

i Experiences of the past few years have shown that dikes and other flood protection measures
may fail in case of extreme flood events. Especially in settlement areas, this may lead to
devastating socio-economic and ecological damages. Coordinated transnational measures are
needed to effectively address flood risks. Useful approaches to flood prevention and better
preparedness include revitalisation or extension of floodplains and retention areas. Several
transnational projects under the [IIB CADSES programme have successfully dealt with this
topic, including ELLA on the river Elbe/Labe, ODERREGIO on the Oder/Odra and ILUP on the
Danube.

i The llIB CADSES programme also addressed innovation issues in a transnational environment.
Projects such as I-Log, INDE or Trans-IT worked in the fields of industrial logistics, cluster
development, commercialisation of technology parks and better cooperation between the public
sector and SME.

i Housing is another crucial issue where common solutions can save time and money and
improve the quality life of inhabitants more efficiently. Throughout Central and Eastern Europe,
prefabricated housing estates are dominant in certain urban areas. Pilot projects for the
renovation of housing within the LHASA project (Large Housing Areas Stabilisation Action)
contributed to the social stabilisation of large housing areas in eight cities and improved the
quality of life of 600,000 inhabitants in these areas.

i First future-oriented attempts to stimulate development and integration of areas along transport
corridors and to prepare strategic visions for the smaller transnational areas within CADSES
were also made (projects: AB Landbridge, EUcore Ill, Carpathian Project). Future projects in the
fields should take into consideration their findings and experiences.

In the CADSES programme by October 2006 the ERDF contribution was surpassing EUR 143 million,
which were allocated during the 2000 i 2006 programming period to support 134 projects. All together
around 1,600 project partners from all 18 countries were involved. The majority of project partners was
however still based in the old Member states (IT, DE, AT and GR).

Within the framework of territorial cooperation, with more balanced starting conditions in the
cooperation area, the main challenge will consist in putting into practice also those strategies and
action plans, which were elaborated under the CADSES programme.

The Central Europe Programme should build upon the experience and outputs achieved under
CADSES and thoroughly analyse the lessons to be drawn. This specifically relates to

i the need for clear Implementation Guidelines right from the beginning of the programme with
respect to eligibility guidelines and a clear description of expected results.

i the creation of common tools to assist project generation and implementation
i the need for partners feedback mechanisms beyond the obligatory reporting

i the set-up of a programme with a strong learning capacity and the will to improve its structures
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Taking the new directions of the European Unionds
Europe Programme should aim at an even more focused and result-oriented approach and specifically
contribute to reaching the Lisbon and Gothenburg objectives. For the new programme, this bears the
following challenges:

34

Reach out to new stakeholders in the field of innovation, economic development and
environment.

Place more emphasis on the need to capitalise on past and current activities and initiatives and
explicitly support a better management of knowledge available.

Put more emphasis on the preparation of concrete investments and specifically foster the
development and implementation of projects that are of outstanding strategic value for the
programme area.

Ensure compliance with convergence and competitiveness objectives with NSRF (National
Strategic Reference Frameworks) and other programmes.
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3. Programme Strategy

The strategy of the Central Europe Programme for the 2007-2013 period aims at strengthening the
transnational character of cooperation across Member States on matters of strategic importance. For
this purpose a programme strategy has been jointly elaborated which

i is coherent to EU policies (Lisbon and Gothenburg Agenda, Community Strategic Guidelines for
Cohesion Policy, 2007-2013)

i builds on the analysis of the territorial needs of Central Europe (Chapter 2)
i gives responses to the identified weaknesses (Chapter 2, SWOT)
i is relevant for the transnational area concerned (Chapter 2.6) and

i considers the remarks of the Ex-ante evaluation (Chapter 3.5.1)

The Community Strategic Guidelines for Cohesion Policy (2007-2013) constitute the wider framework
for the elaboration of this programme strategy. The Guidelines ask territorial cooperation to achieve
better territorial cohesion and to contribute to competitiveness. The Guidelines reflect the Lisbon
(growth, competitiveness and employment) and Gothenburg (sustainability) agendas and suggest
activities for (1) improving the attractiveness of Member States, regions and cities; for (2) encouraging
innovation, entrepreneurship and growth of the knowledge economy and for (3) creating more and
better jobs. Furthermore, Member States and regions should pursue the objective of sustainability as
well as equal opportunities at all stages of the preparation and implementation of programmes and
projects.

The Community Strategic Guidelines further take explicitly account of the territorial dimension of EU
Cohesion Policy as one of its determining features by contrast with sectoral policies. Consequently,
the Guidelines highlight that Member States and regions should pay particular attention to specific
needs in order to prevent uneven regional development from interfering negatively with the EU growth
potential. In this respect, the territorial dimension is of particular importance for urban and rural areas,
cross-border areas and regions suffering from other handicaps (remoteness, sparse population;
mountain character etc.)

The Central Europe Programme aims at adopting a consistent and transparent albeit flexible strategic
approach. Against the background of the overall programme goal, the objectives and Priorities as well
as the horizontal 0i mpl ementation principlesbd
systemd t hat a datpexternadl and iatérdal needse Adaptation over the duration of the
programme can, for example, become necessary due to unforeseen external events (e.g.
catastrophes) or developments (e.g. economic, social, environmental). Adaptation can also become
necessary to streamline the overall approach as more experience becomes available.
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3.1 Programme Goal

The overall programme goal has been formulated in direct response to the renewed Lisbon (growth,
competitiveness, employment) and the Gothenburg (sustainability) agendas. The Lisbon Agenda set
out to make Europe the most competitive economy in the world, claims that the potential for growth
that exists in all regions has to be mobilised, in order to improve the geographical balance of economic
development. As a result, it is expected that the potential rate of growth in the Union as a whole can
be raised. Against this background, the Central Europe Programme 2007-2013 has formulated its
overall programme goal:

Strengthening territorial cohesion,
promoting internal integration and
enhancing the competitiveness
of Central Europe

Territorial cohesion, meaning the balanced distribution of human activities across the Union, is
complementary to economic and social cohesion. The concept translates the goal of sustainable and
balanced development into territorial terms. In the Third Cohesion Report, the concept of territorial

cohesion is further el aborated and it is stated

they happen to | i ve ToerFourttoReport onnEconomie and Sacial rCohesion®
underlines that economic prosperity in the EU is becoming less geographically concentrated due to
the emergence of new growth centres (among them Warsaw, Prague, Bratislava and Budapest).
However, within the Member States, economic activity has become more concentrated in capital city
regions. The dominant trend in European cities is towards suburbanisation, while the concentration of
deprivation and unemployment in urban neighbourhoods remains an issue in many European cities.
Significant outward migration from rural areas is still the prevailing trend in large parts of the EU
(among them Eastern Germany and in the eastern parts of Poland).

Disparities may be caused by structural weaknesses, by a lack of accessibility or by other
geographical handicaps. Territorial cohesion includes fair access for citizens and economic operators
to services of general interest, irrespective of the territory to which they belong. It further aims to
ensure a more balanced development, to build sustainable communities in urban and rural areas and
to seek greater consistency with other sectoral policies, which have spatial impacts (transport,
economyé) . This involves improving territ oeenaad
within regions.

In Central Europe, territorial disparities are causing a sub-optimal allocation of resources and a lower
level of efficiency and economic competitiveness than could potentially be attained in the regions
affected. Consequently, territorial disparities threaten the harmonious development of economy in the
Cooperation area, the single market and the European integration. As also noted in the Third
Cohesion report, some of the poorest regions in the new Member States have some of the highest
growth rates in the Union. Consequently, disparities may not be regarded by the level of GDP only but
have further territorial aspects such as accessibility and the provision of high quality services.

Integration has a social, economic and territorial dimension. Integration implies to remove barriers of
free movement in physical, legal, social and economic terms. The free movement of people, goods,
information and ideas should be facilitated through the optimisation of networks, the harmonisation of
regulations and setting of common standards. In practical terms, integration may also be fostered
through joint preparation of common projects and more generally through mutual interaction and
cooperation in various fields. Integration implies to build up efficient transport and communication
networks (both physical and virtual) and to facilitate the access to information for all citizens,
enterprises and institutions.

Central Europe is one of the areas, where the process of deepening relation is most challenging. The
integration of Central Europe may take advantage of an extraordinary great diversity in economic,

2 European Commission. Growing Regions, Growing Europe. Fourth Report on Economic and Social Cohesion. May 2007
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social, ecological, cultural, and territorial terms: integrating east and west, north and south, developed
and underdeveloped, highly accessible and hardly accessible areas. The great diversity is a key
strategic factor for the development of the area in terms of agriculture, industry and tourism. Strong
relations across the regions of Central Europe will help to integrate the area within and to the rest of
Europe as well. Both metropolitan regions as well as small- and medium-sized cities will play a crucial
role as catalysts for the development of their countries and regions. Building up a strong polycentric
network and the sustainable utilisation of the natural and cultural heritage will help to strengthen the
overall integration process and are essential for cohesion and competitiveness.

By means of developing intrinsic integration, elements such as river corridors, coastal zones,
mountainous areas etc., transnational cooperation and integration will contribute to unleash and
capitalise on such potentials and to provide important means for economic social and environmental
development. In this respect, Central Europe disposes of numerous geographical areas (Danube
region, Carpathian region, Adriatic-Alpine region and German/Polish/Czech border) and transnational
organisations (e.g. Euro regions) that open the possibility for effective transnational and regional
cooperation and are important factors to stabilise the whole area as well as to establish stronger links
in terms of common interest and economic and social identity.

Competitiveness in this programme is not only understood in terms of pure economic performance,
but rather as a more complex concept, which embraces soft factors that influence economic
performance positively (quality of life, sustainability, gender equality etc.). However, competitiveness is
also regarded as essential precondition for achieving economic wealth and a high quality of life. In this
light competitiveness is not only about strategically utilising and developing economic strengths and
dynamics but also about the ability to develop territorial, cultural and social capital among individuals,
firms and institutions. In economic and territorial terms, competitiveness implies the capability of
regions to cope with the European wide place competition for market shares. Regional concentration
and specialisation is taking place and the competition between places for investments is getting
stronger. At the same time, the competition has increasingly shifted from the national to the regional
and local level because of the opening of the market and the establishment of a single currency.
Territories compete based on an absolute or competitive advantage, rather than on the comparative
advantage, which always guarantees each country a role in the internal division of labour, no matter
how low its productivity level is.

Central Europe still has existing economic disparities between the Western and Eastern part of the
cooperation area, as well as within Member States (in particular between capital and other regions).

Though most of the disparities within the area

along three lines marking strong economic disparities. Competitiveness stands in close relation to
innovation, insofar as it together with knowledge and learning is regarded the key to economic
development. Nevertheless, while knowledge and innovation are at the centre ofthe Uni ond s
promote faster growth and more jobs, in Central Europe basic preconditions for innovation are
sometimes missing. This in particular refers to the low R&D expenditures, to the regional capacity to
generate and absorb new technologies (ICTs) and to the qualification level of human resources.
Central Europe therefore has to meet the clear challenge to improve the climate for innovation and to
foster the transfer into the knowledge-based society. Better access to knowledge and information and
an efficient transport system will further help in better exploiting and strengthening the innovative
potentials of Central Europe. An optimised territorial structure will support economic development and
mitigate negative impacts of economic growth.

Territorial cohesion, internal integration and competitiveness are not independent goals:
Evidentl vy, they have strong interrel &tof thenEU,wvhithh
demonstrates the territorial consequences of the Lisbon and Gothenburg strategies, considers these
relations and illustrates ways to strengthen the synergies between these goals. The Gothenburg
Sustainable Development Strategy claims that the economic, social and environmental effects of all

3 Territorial Agenda of the European Union - Towards a More Competitive and Sustainable Europe of Diverse Regions;
approved May 2007 in Leipzig
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policies should be examined and coordinated in order to strengthen the synergies between
sustainable development and growth.

3.2 Strategies and Objectives

The overall programme goal will be pursued with the following strategic approach:

1. Improving competitiveness of Central Europe by strengthening innovation and
accessibility structures.
Innovation and accessibility are essential factors for improving competitiveness in Central
Europe. Innovation is one of the driving forces for economic wealth: it promotes the shift
towards a knowledge-based economy and provides the basis for economic wealth.
Accessibility, both in terms of transport and access to ICT infrastructure, is a precondition for
better exploiting the innovative potentials of Central Europe and for strengthening its internal
integration and territorial cohesion.

2. Improving territorial development in a balanced and sustainable way by enhancing the
guality of the environment and developing attractive cities and regions.
A balanced and sustainable territorial development is a precondition for economic development
and helps to mitigate unintended effects of growth. This comprises to develop the environment
and natural resources of Central Europe responsibly in such a way as to secure them for future
generations. Improving the general quality of the environment and reducing the impacts of
naturaland man-made hazards are related to this objective
need to achieve such territorial development by setting measures to become attractive places to
invest and to life in.

The overall programme goals and the strategic approach will be pursued through four thematic
Priorities, which are directly related to the specific territorial needs as identified in the SWOT analysis.

Priority 1 7 Facilitating Innovation across Central Europe i will improve the framework conditions for
innovation and build up the capabilities to transfer and apply innovation. In this light, knowledge-
development will be strengthened.

Priority 2 7 Improving Accessibility of and within Central Europe T will improve the interconnectivity
and intermodality of transport across the cooperation area. It will support multimodal logistics
cooperation in all relevant transnational fields. Sustainable and safe mobility will be promoted and
Information and Communication Technologies (ICT) will be used for enhancing access. It will help to
ensure accessibility also for sparsely populated areas and to find further alternative solutions for
enhancing access.

Priority 3 7 Using our Environment Responsibly 1 develops a high quality environment by managing
natural resources and heritage, by reducing risks and impacts of natural and man-made hazards. This
Priority will support the use of renewable energy sources and increase energy efficiency throughout
the cooperation area. The use of environmentally friendly technologies and activities will be
strengthened.

Priority 4 1 Enhancing Competitiveness and Attractiveness of Cities and Regions i will promote
polycentric settlement structures and will address the effects of demographic and social change on
urban and regional development. The capitalisation on cultural resources will contribute to achieve
more attractive cities and regions.

38
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3.3 General Principles

Sustainability

The principle of sustainability aims at providing relevant development conditions to the living
generation, without decreasing the development possibilities for future generations. To reach this goal,
the three dimensions of sustainability i the ecological, the economic and the social one i will be taken
into consideration.

i ecological sustainability means the environmentally friendly use of natural resources, the
improvement of the quality of the environment, the protection of biodiversity and risk prevention
for humans and the environment.

i economic sustainability means to create a future oriented economic system and to increase
economic capability and competence for innovation.

i social sustainability means social balance, the right for human life and the participation of the
population in policy and society.

In accordance with Article 17 of the General Regulation”, the Operational Programme conforms to the
general objective of protecting and improving the environment as stipulated in Article 6 of the Treaty.
Projects are expected to actively tackle wider environmental concerns and should contribute to the
realisation of the EU Sustainable Development Strategy25, focusing on key issues such as climate
change and clean energy, public health, social exclusion, demography and migration, management of
natural resources, sustainable transport, global poverty and development challenges.

In relevant areas, projects shall further consider the principles of the Community Policy regarding the
protection and improvement of natural heritage and biodiversity as well as related amendments, such
as the Flora-Fauna-Habitat directive (92/43/EEC), Birds directive (79/409/EEC) and NATURA 2000
ecological system.

Appropriate  management arrangements of the Central Europe Programme shall support
environmentally sustainable development of the cooperation area. Besides respecting the legally
required absolute minimum standards, the programme seeks to avoid possible effects that are
unsustainable or unfavourable to the environment at all levels of the programme implementation cycle.
Environmental issues of specific concern are climate change, the maintaining of biodiversity and eco-
systems and the sustainable use of natural resources. Negative impacts shall be avoided to the
highest degree possible.

The OP's positive effects and potentials for synergies in the sense of optimising its contribution to an
environmentally sustainable development shall be exploited at best and, wherever possible, be
strengthened. Wherever possible, preference will be given to the design, planning and implementation
of environmentally friendly solutions (see also Chapter 6.2). The carrying out of such environmental
management shall include, among others, structured experience sharing and capacity development,
indicators and the use of targeted selection criteria.

Innovation

Projects implemented in the framework of this transnational cooperation programme should support
innovation in a wider sense: (a) process oriented innovation: encouraging the development of new
approaches, methods and tools and the improvement of existing ones (e.g. use of ICT etc.), (b) goal-

2 Council Regulation (EC) No 1083/2006 of 11 July 2006 laying down general provisions on the European Regional
Development Fund, the European Social Fund and the Cohesion Fund and repealing Regulation (EC) No 1260/1999,
hereafter referred to as General Regulation;

Commission Report for the Council and the European Parliament on the matter of the Sustainable Development Strategy
summary: operational platform. Bruxelles, December 13, 2005, COM (2005) 658 final.

25
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oriented innovation: centering around the formulation of new objectives and strategies, and/or
(c) context-oriented innovation: related to innovations in political and institutional structures and
systems.

In compliance with item 11 of the ERDF regulation®®, activities concerning small and medium
enterprises, the Operational Programme will also contribute to the realisation of the European Charter
of Small Enterprises adopted by the European Council in June 2000 in Santa Maria de Feira, in the
area of increasing technological capacities in small enterprises.

Equal opportunities and non-discrimination

The Amsterdam Treaty 1999 adopted Gender Mainstreaming as one of the main tasks of the
Community T imbalances should be abolished and equal opportunities for men and women supported.
Article 16 of the General Regulation stipulates that the Member States and the Commission have to
take care of equal opportunities for men and women and non-discrimination based on sex, racial or
ethnic origin, religion or believe, disability, age, or sexual orientation by implementing European Funds
activities. Moreover, in any case of public expenditure it has to be ensured that the expenditure will be
evaluated in its impact on equal opportunities and non-discrimination and, if needed, activities have to
be adapted.

The consideration of the principle of equal opportunities and non-discrimination will be ensured
throughout all stages of the programme implementation as well as during the realisation of the
financial support from the funds and the evaluation of its impacts. Efforts will be made towards
promotion of equal access to the labour market through promotion of employment and vocational
education.

In the elaboration of this programme, gender mainstreaming and non-discrimination will be dealt with
as a cross cutting issue.

3.4  Strategic Implementation Principles

In accordance with the Lisbon and Gothenburg Agendas and the Community Strategic Guidelines for
Cohesion Policy 2007-2013, the programme follows specific implementation principles to promote high
innovation and learning capacities as well as to maximise overall programme impacts and visibility.

Promoting Availability of Relevant Knowledge to Partnerships

One key aspect of this approach is a stronger emphasis on the availability of relevant and up-to-
date knowledge and tools inside the Central Europe Programme area to project partnerships in
order to build a solid ground for innovation and to avoid duplication of efforts. In this respect, the
programme not only seeks to support relevant partnerships actually competent for the development,
implementation and dissemination of planned outputs and results, but also emphasises the
importance of building upon past efforts and existing knowledge in order to avoid re-inventing the
wheel. Promoting the availability of relevant knowledge to partnerships also allows for generation that
is more effective, transfer and application of knowledge within the framework of the programme to
address efficiently existing disparities between regions and uneven development of regions in the
cooperation area.

In this respect, the programme also invites partnerships to reach out to relevant stakeholders and
professionals in order to ensure effective networking beyond the partnerships. This approach
regards projects as being part of much wider areas of relevant activities and initiatives on both

2 Regulation (EC) No 1080/2006 of the European Parliament and of the Council of 5 July 2006 on the European Regional

Development Fund and repealing Regulation (EC) No 1783/1999, hereafter referred to as ERDF Regulation
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scientific and policy-levels, the most relevant of which should be known to the partnerships and
imbedded in a larger networking approach.

Focusing on Outputs, Results and Actual Implementation

In Iline with the new directive of t hthepeogramimgalson Uni on
follows an output and result-oriented approach that places much emphasis on the development of
concrete, relevant and visible outputs and results. As one consequence of this approach, the
programme specifically supports the creation of outputs and results which directly support or feed into
concrete future initiatives and/or concrete investments. As another consequence of this approach,
the programme also i but not exclusively 7 supports efforts that focus and have a clear positive
impact on well defined larger transnational geographic areas such as river basins, transport
corridors or polycentric developments. This emphasis is especially important to the programme since
these transnational geographic areas are highly relevant to integrated economic, social and
environmental development, yet are not typically targeted by other programmes such as cross-border
or interregional cooperation programmes.

To support the overall approach and to increase overall programme visibility and positive impacts, the
programme also foresees the generation and implementation of Strategic Projects that are of
outstanding strategic value for the programme area.

Further details on the quality of outputs and results and Strategic Projects are provided in Chapter 6.2.

3.5 Justification of the Priorities Chosen

3.5.1 Summary Description of the Main Findings of the Ex-ante Evaluation

Content of the Ex-ante evaluation

The Ex-ante evaluation of the future Transnational Cooperation programme 'Central Europe' was
carried out in close coordination with the Strategic Environmental Assessment (SEA) both in terms of
timing and content.

The components of the Ex-ante evaluation correspond with those contained in the relevant Working
Paper of the EU-Commission:

1. Appraisal of the Socio-economic Analysis, Relevance of Strategy

2. Rationale and Consistency of the Strategy

3. External Coherence with other policies (national levels, EU)

4. Implementation systems

5. Main results with regard to expected impacts
These components were specified further during the meetings with the Programming Group, neither
the Managing Authority nor the Task Force put forth additional evaluation questions or requirements to
the Ex-ante evaluators.
In dealing with these components, the experience gained during the current programme period was

taken into account, in particular the findings of the Mid-Term Evaluation (MTE) 2003 and the MTE Up-
date in 2005 of the CADSES programme.
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Process of the Ex-ante evaluation

The Ex-ante evaluation was carried out in parallel to the elaboration of the Operational Programme,
i.e. the assessments were done in an iterative process, based on interim results of the programming
process and in close co-ordination with the programming team.

This process can be subdivided into five phases respectively assessment stages (see also figure
below):

1. In a meeting of the Drafting Team on 04, 05 September 2006 in Torino, the Ex-ante evaluation
team presented the content of the evaluation and a work plan.

2. The assessment of the first three components was done based on OP-Draft 1.0. (September
2006). The work was documented in a paper containing detailed comments, which were
discussed with the programming experts. The main findings were also presented and discussed
with the Task Force (05, 06 October 2006).

3. The next assessment was carried out based on the OP-draft 2.0 (November 2006). On one
hand the incorporation of recommendations expressed earlier was assessed, the (preliminary)
results on the check of the coherence of the OP-Draft with National Strategic Reference
Frameworks outlined and an initial appraisal of the likely achievement of expected
results/impacts was made. On the other hand the evaluators prepared impact diagrams on the
basis of the Draft OP. These diagrams were presented and discussed i along with other
findings 7 with the Task Force (22, 23 November 2006). Detailed comments and
recommendations were discussed with the programming experts.

4. Following this meeting impact diagrams were revised based on OP-draft 3.0 (December 2006)
and validated with the programming expert. Based on that, the initial appraisal of expected
results and impacts as well as of the implementation system (based on the draft 3.0) were both
presented to and discussed with the Task Force (22, 23 January 2007).

5. For the Task Force on 19, 20 March 2007 a Draft Report has been prepared which was
presented there. Input was also given on the proposed indicator system. Following this meeting,
the assessment of the indicator system as well as of expected impacts was finalised with
information on the financial allocations and quantification of indicators contained in OP Version
3.6. This assessment has been presented at the Task Force meeting on 10, 11 May 2007 in
Budapest.

Results and value-added of the Ex-ante evaluation
i Appraisal of socio-economic analysis, Relevance of Strategy

The analysis presents an accurate overview of the current situation in the cooperation area. Generally
the analysis contains recent and relevant information on the economic and social situation of the
programme area. The main disparities, deficits and development potentials, relevant to the
programme's strategy are presented in a concise manner, and extensive stakeholder consultation has
taken place to identify needs or collect development ideas. The recommendations of the Ex-ante
evaluators have largely been integrated, eliminating initial inconsistencies between SWOT analysis
and area description.

i Rationale and Consistency of the Strategy

The programme objectives and the selected Priorities appropriately address the needs identified in the
socio-economic analysis. The OP displays a high degree of strategic rationale: the strategic approach
is in line with the premises and principles of the programme strategy and goal, and the selected
Priorities address the defined objectives. The programme is well focused and strives for a stronger
implementation focus, compared to the current INTERREG I1IB-CADSES Neighbourhood Programme.
The experience gained with the implementation of this programme, the findings of the mid-term
evaluation and its up-date have been taken into account.
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Most of the amendments recommended in the course of the Ex-ante evaluation have been
incorporated, which lead to improved justifications of Priorities as well as to a clearer description of the
links between Priority Objectives and Areas of Intervention. In addition, the intended application and
implementation of horizontal strategic implementation principles was made more visible.

However, the implementation of the strategy 1 in particular the intended focus and level of ambition i
is still associated with some risks that should be taken into account during the programme's
implementation:

i Translating programme strategy into action: This will notably require pro-active development of
transnational projects in line with defined objectives, which can only be achieved if there is a
joint understanding of all programme partners. If this transformation process cannot be carried
out swiftly, there is a risk of slow programme start, delays in implementation and even de-
commitments.

i Mix of financial contributions: The inclusion of different funding sources (e.g. ENPI, due to the
participation of Ukraine) as well as the 10%/20%-rule (in Third Countries and EU-Member
States) can complicate financial management or control and even delay the implementation of
the programme.

i Need to identify/address new actors: The realisation of Strategic Projects requires involvement
of key actors for the respective themes, some of them might not be familiar with transnational
projects.

i Information on follow-up finance: To strengthen the pre-investment type of projects respectively
support project follow-up with other funds, guidance on relevant programmes at EU and national
levels is required.

i External coherence with other policies

The Draft OP is coherent with the General Structural Fund Regulation and the ERDF Regulation,
notably Article 6 (2). It is equally in line with the basic aim of Cohesion Guidelines, especially 2.5. on
transnational cooperation (economic and social integration).

The Draft OP was assessed for coherence with the National Strategic Reference Frameworks (NSRF)
of all EU-Member States patrticipating in the programme. In addition, interviews were carried out with
persons responsible for NSRF.

This assessment has revealed that all Priorities of the Draft OP are in line with the NSRF objectives
and priorities. Therefore, the contents of the programme are in line with national strategies. In those
cases, where the NSRFs contain a specific chapter on territorial cooperation, it was also verified that
the Draft OP correspond with the Priorities and objectives stated therein. This coherence with NSRF
implies that 7 in principle 7 within each Member State taking part in the Central Europe Programme
funding will be available through various OPs, which can be used to co-finance follow-up actions to
transnational projects.

When drafting the programme, it was also taken into consideration that programmes under EAFRD
and ESF shall fulfil a complementary function, that overlapping is avoided and possible synergies can
be created.

i Implementation system

The Draft OP contains a concise overview of the structures and procedures for programme
implementation, including descriptions of the administrative structures (MC, MA, JTS, CA, AA, CP),
the project life cycle, publicity and communication. In addition, descriptions of evaluation, monitoring
system and electronic data exchange are available.

Programme management structures are in line with ERDF requirements and take into consideration

the experiences with management of the CADSES Neighbourhood Programme. It was thus decided to
concentrate administrative structures on one location and to choose experienced institutions.
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The roles and tasks of the various structures are clearly described and there is a clear division of tasks
between Management, Certifying and Audit Authority.

At project level, the application of the Lead Partner principle is foreseen, whereby the authorities can
build on experiences from the current programming period. The proposal on how to deal with
transnational activities contributes to clear and quick project implementation.

There is a good and useful description of desired quality of projects and the mechanisms for the
generation of projects (targeted calls, 1 and 2 step procedures). In addition, an outline is provided on
the desired characteristics for Strategic Projects. All of this can make an important contribution to
achieve the intended focus on outputs and results.

The monitoring and evaluation system also displays an orientation towards observing the achievement
of expected results and objectives. However, the descriptions at present are only rudimentary, and it
remains to be seen whether the required focus on expected results and project contributions is
actually integrated in the templates for applications and reports and if the foreseen on-going
evaluation will be implemented in an adequate manner to support the Monitoring Committee in its
envisaged steering tasks.

Concerning complementarity with other programmes, no provisions are made for overlaps with the
South East Europe and Alpine Space Programmes, beyond the application of the 20% rule. In
particular, mechanisms for co-ordinating decision-making at project level should be introduced as well
as provisions for the continuation of successful partnerships, which have been established within the
(much larger) CADSES cooperation space.

To allow for a swift programme start as well as a smooth implementation of the programme, following
recommendations of the Ex-ante evaluation are underlined:

i A swift establishment of programme administration and procedures shall be ensured

i It shall be envisaged that all Contact Points have the same level of commitment and that
financial support is ensured.

i A rapid establishment of technical monitoring system and of control systems in the Member
States shall be strived for.

i Main results with regard to expected impacts

In order to assess the likeliness of results and impacts, impact diagrams were prepared by the
evaluators at the level of Priorities. These initial diagrams were presented to the Task Force, adapted
to new Draft OP (3.0) and discussed with the programming expert team as well as once more with the
Task Force.

These impact diagrams show that most of the expected effects are linked in a direct and plausible
manner to the types of activities envisaged for support. Therefore, the programme displays a rather
consistent set of impact mechanisms and 'theory of action'. All of the expected results and impacts can
be achieved with the foreseen Areas of Intervention.

However, there is a clear need for continuous steering at programme level to ensure focus and
progress towards results. Elements in this direction are the targeted calls, the development of
Strategic Projects and continuous monitoring of project contributions (via applications/reports).

The indicator systems consists of two types i output and result indicators.

i In the proposed system outputs are captured at a rather aggregated level (number of projects
on Priority level), but with the additional set of indicators contained in the Call-specific
Application Manuals it will be possible to provide figures on indicators at the level of Areas of
Intervention and thus meet the likely reporting requirements of the EC (which are not clear at
present)
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i Result indicators are considered as proxy indicators, which measure the contribution of the
projects to programme objectives, but not the achievement of objectives per se.

The Call-specific Application Manuals will contain an additional set of indicators, which should provide
more detailed and qualitative information on the projects supported by the programme, including a
more detailed breakdown of indicators per Area of Intervention.

The financial allocations at Priority level were agreed in a collaborative manner between the
programme partners, taking into consideration their thematic preferences, their estimation on the
potential for project generation and the experience gained during the current programme period.
Based on these premises, the resulting distribution 7 preference for Priorities 2 (accessibility) and 3
(environment) i seems plausible, but the lower allocations for Priorities 1 and 4 should still permit the
achievement of their intended objectives.

A more refined picture of the financial allocations per thematic areas (based on an aggregation of the
quantifications for the categories of expenditure) reveals that transport, research and technological
development, innovation and entrepreneurship and environmental protection incl. risk management
will receive the highest allocations. These thematic areas will receive almost 45% of the total funding,
which is considered appropriate given that these are thematic areas of EU i wide importance, which
also have a good potential to demonstrate a transnational value-added.

The smallest allocations are foreseen for reforms in employment and inclusion, as well as access to
employment, which are not considered to be a main focus of the programme by the Task Force. Other
thematic areas with comparably smaller allocations as urban regeneration and information society
should be generally closely observed in project generation and reallocation of funds considered if the
financial volumes prove to be too small for reaching the operational objectives of the corresponding
Areas of Intervention.

The quantification of indicators is based on two plausible assumptions (average project size and
expected contributions per project). The assumed average project size in terms of ERDF contribution
(1.5 Mio) is considerably higher than in the current CADSES programme (1 Mio), but due to the higher
ERDF-co-financing rate average total project size will stay more or less the same. As a result of the
larger project size in terms of ERDF-share the expected total number of projects is only slightly above
the figure for the current period (155 vs. 134 at present) i although the ERDF contribution to the
programme and the total funding available will be considerably higher than in the current CADSES
programme. The targets for the result indicators (expected contributions to the objectives of the Areas
of Intervention) are based on the assumption of on average three contributions per project, which
seems ambitious yet achievable T but will require adequate reporting of these contributions, so all of
them can be duly captured.

Altogether, it can be stated that the allocation of financial resources i in terms of both volume and
their distribution to the Priorities and Areas of Intervention i is in line with the programme's theory of

action. And it can therefore be expected that this allocation will provide adequate support for the
achievement of the objectives as stated in the OP.

Integration of core recommendations in the OP

The following table contains a synthesis of the main recommendations made during the Ex-ante
evaluation and how they have been incorporated during the programming process:
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Ex-ante Recommendations

Integration in the Final-OP Draft

Feedback to 1° Draft OP (September 06)

Coherence of analysis and SWOT with other
programme parts to be improved i especially with
Strategy and Priorities

Some chapters of the analysis could be elaborated
further or merged, strong spatial focus should be
extended

Strategy needs to be developed further, choice of
Priorities better justified as well as descriptions of
strategy completed

The analysis has been newly structured and further
elaborated. The consistency of the analysis, SWOT, strategy
and Priorities has been cross-checked throughout the whole
document. The SWOT analysis has been structured
according to the Priorities and has been completed with
further information arising from the analysis.

The spatial focus of the analysis has been balanced by
incorporating socio-cultural aspects, demographic trends,
migration, innovation and innovation system.

New maps based on Eurostat-data have substituted the
former ESPON maps. These maps have the advantage to
show only between 1-2 indicators per map and therefore do
not make the need to explain the ESPON methodology.

The strategy has been revised and shortened. The newly
decided overall strategic goal has been incorporated into the
2" Draft. The strategy has been linked to the Priorities
chosen, by outlining the programme objectives.

The justification of the Priorities chosen has been integrated
into Draft 3.5 through the summary description of the main
findings of the Ex-ante evaluation and the description of how
the SEA results have been taken into account in the OP
strategy.
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Ex-ante Recommendations

Integration in the Final-OP Draft

Feedback to 1* Draft OP (September 06)

Hierarchy of objectives should be elaborated
further and expected results inserted in Priorities

Descriptions of Directions of Support need to be
improved and value added of transnational
activities illustrated

Risk of broad thematic approach with limited
budget: requires clear criteria for project selection
and complementarity with other programmes

Risk of delayed start due to unclear focus, and
new implementation procedures

Implementation of horizontal objectives
(sustainability and equal opportunities) should be
made clearer

Trans-national value of programme needs to be
demonstrated clearer (vs. cross-border or
interregional cooperation)

The hierarchy of the former overall strategic goal and the two
programme objectives has been restructured: Once
programme goal was formulated, which is pursued by two
strategic approaches (former programme objectives). The
Priorities 1 to 4 relate to one or both of the strategic
approaches. Expected results are integrated into the
descriptions per Priority as well as in the Chapter 'Quality of
Projects' under the implementing provisions.

In the 2™ Draft, the Directions of Support (DoS) have been
reformulated and the former block-descriptions have been
divided into (1) aims; (2) 'directions of support' (bullet points
in the text boxes); (3) target groups and (4) possible project
examples. Directions of Support have been rearranged
between the Priority axes in order to make them more
coherent. In a later stage (Draft 3.0), the possible project
examples were shifted into the Implementation Manual, while
the aims were described in more detail. Finally, the Directions
of Support were renamed in Areas of Intervention.

For each Priority axis a paragraph on the transnational
approach has been introduced.

In Chapter 6 (Implementation) a coherent set of eligibility and
project selection criteria has been integrated, which will help
to focus the programme during the implementation phase.
Furthermore in various occasions reference to the
Implementation Manual has been integrated, which
specifically tackles this issue. The compliance with other
policies and programmes is described in Chapter 3.6.

The description of the implementing provisions has been
concretised in order to ensure a speedy start-up of the
programme. Preparatory steps are outlined in the Operational
Programme and further reference to the Implementation
Manual is given.

General principles, understood as horizontal objectives have
been incorporated into the draft: (1) sustainability (2)
Innovation and (3) Equal opportunities and non-discrimination

Transnationality has been defined throughout the programme
document in terms of general quality characteristics of
project, the transnational approach for each Priority axis and
in terms of relevant outputs and results. Under the Chapter
‘Compliance with other policies and programmes', the
demarcation from other programmes has been described.

Feedback to 2™ Draft OP (November 06)

Cohesion should be incorporated in the strategic
goal

Relation of DoS activities to Aims and Objectives
should be made clearer (esp. within Priority 4)

For the 3" Draft a revised overall goal has been formulated
'Strengthening territorial cohesion, promoting internal
integration and enhancing the competitiveness of Central
Europe'. The new goal has been described and integrated
into the objective tree. A better consistency of goal,
objectives and Areas of Intervention was achieved.

The relation of the activities with the aims of the Areas of
Intervention has been crosschecked on basis of the Impact-
Monitoring-Diagrams. Priority 4 has been re-structured,
dissolving one DoS (= Area of Intervention). The Priority aims
have been adapted.

Feedback to 3" Draft OP (December 06)

Indicator system shall be completed and suitable
result indicators identified

A subset of Ex-ante quantified result-indicators for the Priority
axes and Areas of Intervention has been incorporated into
Draft 3.6
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Ex-ante Recommendations Integration in the Final-OP Draft

Feedback to 4™ Draft OP (March 07)
Average project size shall be lowered, In Draft 3.6 the average project-size has been lowered to
guantification of outputs and contributions to EUR 1.5 million ERDF funds.
results need to be revised accordingly
International organisations, consortia and NGOs International organisations, consortia and NGOs are taken
should be taken into consideration as eligible into consideration as eligible partners in Draft 3.6.2"
partners

Quantifications are still required for categories of The categories of expenditure and the indicator targets have
expenditure and indicator targets. been quantified in Draft 3.6.

3.5.2 Summary Description of the Main Findings of the SEA

According to the SEA directive (2001/42/EC) a Strategic Environmental Assessment has been
performed for the Central Europe Programme.

The main aim of the Strategic Environmental Assessment was to assess significant impacts on
environmental issues. Additionally, it was an objective to integrate environmental considerations into
the programming procedure at an early stage to ensure a high level of environmental protection and
promote sustainable development.

The process enabled the environmental authorities of the participating states and the general public to
express their opinion on the environmental impacts of programme implementation (procedural steps
and timeline see Chapter 1 and Annex 7.4).

Methodology of impact assessment, selection of alternatives

The Environmental Report describes the current situation and likely development of environmental
issues. This 'zero-option' represents the 'baseline’ for the overall assessment process within the SEA.
International environmental objectives, laws and regulations with relevance to the transnational
programme for Central Europe are summarised.

For each Area of Intervention possible effects on the relevant environmental issues have to be
analysed, referring to 'guiding questions' and environmental protection objectives. As none of the
Areas of Intervention are described sufficiently detailed to perform a quantitative assessment, the
assessment concentrates on a qualitative description of possible impacts on relevant environmental
issues referring to SEA directive (2001/42/EC).

The SEA directive requests to identify reasonable alternatives to the programme. In a multi-step
process, the SEA provided recommendations in order to optimise the programme. Environmental
impacts (positive, neutral and negative effects on environmental issues) of different draft versions of
the Operational Programme were assessed by SEA during the programming process. The SEA team
suggested reformulations and new activities to the programming experts, which were mostly
integrated in the following draft versions of the programme. These suggestions and recommendations
are regarded as possible alternatives to the Operational Programme (SEA Directive, Art. 5). (details
see Annex 7.4)

Due to the specifications of Article 6 of the ERDF Regulation, the 'zero-option' is not regarded as a
'reasonable alternative' in the light of the Directive. However, the environmental impact of the 'zero-
option' is illustrated in Chapter 5 of Environmental Report according to Annex | lit. b of the Directive.

27TheeligibilityandroleofinternationaI organi sations, consortia and NGO&s in
the Implementation Manual
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Integration of SEA process during programming

The preparation of the Operational Programme was conducted within the transnational Task Force
composed by representatives of national authorities of participating Member States (Austria, Czech
Republic, Germany, Hungary, Italy, Poland, Slovak Republic, Slovenia) and Ukraine as well as
external experts providing the technical assistance on the programming, the Ex-ante evaluation of the
programme and the SEA-team. The process involved a number of meetings of the Task Force and
discussions with continued feedback between the SEA and the programming experts from September
2006 to March 2007. The involvement of environmental authorities and SEA-experts in the
programming process and the closely linked SEA process ensured that environmental aspects were
considered at an early stage and were adequately integrated.

Possible environmental impacts of the programme (non-technical summary)

The programme addresses the most important environmental issues of Central Europe in a positive
way. Priority 1 supports the implementation of best available (or at least advanced) technologies,
which 7 in a mid-term perspective 7 will lead to an increase of resource and energy efficiency in
production and service sector. Priority 2 aims to change transnational framework conditions in the
direction of sustainable and energy efficient mobility systems, by implementing multimodal logistics
and cooperation networks. Priority 3 supports the overall improvement of environmental conditions in
the programming area, with positive impacts on most of the environmental issues including biodiversity
and human health. Priority 4 promotes activities to improve living conditions in urban areas, with
positive impacts on water resources, soil, air and environmental related health risks.

An assessment of possible positive or negative effects could not be performed for all Areas of
Intervention, due to the lack of information on details about possible downstream activities. Some
activities seem to have only limited impact on environmental issues (e.g. 'Capitalising on cultural
resources for more attractive cities and regions’).

Negative impacts on environmental issues cannot be excluded, if the programme supports the
preparation of additional physical infrastructure (road, rail, waterways) to be part of Trans-European
transport corridors or secondary networks. This could lead to an increase in land take, fragmentation
of habitats and additional impact through air and noise pollution in sensitive areas. Ongoing
implementation of risk technologies (like genetically manipulated seeds) or the enhanced exploitation
of energy sources could have indirect negative impacts on landscape, soil and biodiversity, but these
impacts will be taken into account by strict project selection criteria.

Main Results

Most of the Programme Priorities and Areas of Intervention will have positive impacts on the relevant
environmental issues. Significant negative impacts on the environment can be excluded, as project
selection criteria will be elaborated in line with the overall objectives of the programme (including the
general principle of 'sustainability’) and the objectives of the Priorities by the future Monitoring
Committee.
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Recommendations of the Environmental Report

The SEA provided recommendations for improving the Operational Programme from the
environmental point of view. These proposals for new activities, reformulations and for the selection of
projects to be implemented aimed at the promotion of positive environmental effects and the mitigation
of possible negative impacts on the environment. The table below gives an overview on main SEA

suggestions and how these have been considered in the programme.

SEA Comments

Integration into the OP

Diffusion and application of innovation should lead to
more resource and energy efficiency, especially by
establishing transnational technology transfer
networks, which work on these issues.

Know how transfer for appropriate re-use of
Brownfield, e.g. for new economic and urban
development projects, should be addressed by
transnational projects, integrating technical, financial
and legal aspects.

The transnational programme should concentrate on
developing sustainable and energy efficient
transportation systems to meet the objective of
improving accessibility as well as the limitation of
adverse environmental impacts.

All projects, which will support the enhancement of
transeuropean transport capacities, should be
accompanied with impact assessments, reflecting
long-term effects on urban development, land take,
biodiversity, air pollution and climate change.

Economic growth as well as the attractiveness of
metropolitan areas could be restricted by overloaded
transport infrastructure and negative environmental
conditions during programme period (2007-2013), as
a result of increasing road/air traffic.

The Operational Programme should address
activities, which aim to a long-term reduction of
greenhouse gas emissions beyond the target period
of Kyoto-protocol (2012+).

Expertise transfer should be supported in the field of
integrated waste management, cleaner production
and consumption, sustainable energy production and
construction technology.

Strategies for regeneration of derelict housing areas,
urban districts and (polluted) industrial areas should
be addressed by transnational activities.

Activities to capitalise on cultural resources should be
restricted to natural or social capabilities and support
for 'sustainable tourism development'.

i These objectives are largely addressed under Priority

1: 'Enhancing framework conditions for innovation'
and 'Building up capabilities for the diffusion and
application of innovation'.

Transnational approaches on Brownfield development
will be integrated into activities addressed by Priority 4
'Enhancing Competitiveness and Attractiveness of
Cities and Regions'.

Priority 2 supports the reduction of environmental
burdens arising from traffic by promoting sustainable
mobility.

Activit i es t o improve Centr a
(e.g. 'promoting strategic cooperation between and
within Transeuropean transport corridors') will have to
consider the impacts of transport on environmental
issues (including landscape, biodiversity, climate
change and human health), by that way helping to
establish an efficient and sustainable transport
network.

Priority 3 includes activities, which support actions
plans for improvement of air quality in agglomerations.

Priority 3 includes possible actions which address
sustainable production of renewable and biofuels for
transport use as well as action plans for reduction of
greenhouse gas emissions (housing, traffic,
production)

All these issues are on the agenda of possible
activities addressed by Priority 3 (‘supporting
environmental friendly technologies and activities').

i Priority 4 'Enhancing Competitiveness and

Attractiveness of Cities and Regions' focuses on
improving the quality of life and promoting sustainable
urban development, including cross-sectoral
strategies to adapt the housing stock to current needs.
Additionally, brown field redevelopment could be on
the agenda of transnational expertise exchange
activities.

i The Area of Intervention 'Capitalising on cultural

resources for more attractive cities and regions' takes
into account long-term environmental and social
restrictions of economic development.
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Procedure of public consultation

According to SEA-Directive Article 5 and 6, environmental authorities and the public had the
opportunity to express their opinion on the draft Operational Programme and the Environmental
Report.

There were two key stages of consultation within the SEA-process:

i Stage 1: Scoping i Consultation with environmental authorities on scope and level of detail of
Environmental Report in all participating Member States: 9. Oct. i 23. Oct. 2006

i Stage 2: Environmental Report and Draft Operational Programme i Consultation with the public
and the Environmental Authorities on Environmental Report and Draft Programme: 03. Jan. i
28. Feb. 2007 (in CZ: 06. Feb. 2007 i 08. March 2007; in SK: 05. Feb. 2007 i 21. March 2007).
Environmental authorities in all Member States were invited by e-mail to send comments on the
Environmental Report and Draft Programme.

Information for the general public about the ongoing planning process including the relevant
documents and invitation to send comments were provided by the website www.cadses.net.

Results of Public Consultation and how they were taken into account in the final Operational
Programme

National environmental authorities have brought in most issues raised during public consultation. To
deliver an overview, they contained recommendations as follows:

i extended analysis of the current situation of environmental issues including different scenarios
of on-going development

i detailed normative references on international level, particularly according to the thematic of
biodiversity and water protection

i suggestions for reformulation and possible activities as described in the environmental report to
be implemented into the Operational Programme

i project selection criteria to be part of programme implementation should specify that any project
likely to have a significant effect on Natura 2000 sites has to be subject to appropriate
assessment

i more stringent obligation towards a monitoring system of the environmental impacts

During the SEA consultation process environmental authorities at the national and regional level
raised most of the issues. From civil society, private individuals or non-governmental organisations,
apart from a contribution from the Technical University of Dresden and the UNEP (Carpathian
convention), no further remarks were received.

All issues raised during the public consultation period in participating Member States of the Central

Europe Programme are outlined in Annex 7.4 of the Operational Programme, including remarks about
how the were addressed in the final Operational Programme.

Monitoring the environmental impacts of the programme

The Operational Programme provides a set of core indicators for monitoring and evaluation. The full
set of indicators is further developed in separate documents by the Monitoring Committee.

It is strongly recommended, that environmental indicators should be an integrated part of the extended
set of indicators, as monitoring and ongoing evaluation will "form an indispensable basis for the
reporting and communication needs to make the programme achievements visible to the programme
partners and to a broader publico (OP, Chapter

Additionally, the monitoring has to fulfil following requirements:
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i it has to evaluate the results of the environmental assessment documented in this report,
referring to Chapter 5 of environmental report;

i it has to reveal of unforeseen significant environmental effects;

i it has to measure the effectiveness of project selection procedures in terms of mitigation and
avoidance of significant adverse effects on environmental issues.

The monitoring shall enable the programme authorities to take remedial action if the evaluation shows
unexpected adverse environmental effects.

When preparing project selection criteria it will be essential to include requirement avoiding significant
effects on relevant environmental issues. A preliminary impact assessment on environmental issues is
recommended, probably based on 'guiding questions' (see Chapter 3.3.1 of Environmental Report).
Any project likely to have a significant effect on Natura 2000 sites has to be subject to appropriate
assessment of its implications according to Art. 6 and 7 of Habitat Directive.

3.6 Compliance with other Policies and Programmes

The Operational Programme of Central Europe in 2007-2013 contributes to achieving priorities
established in the updated Lisbon and Gothenburg strategies and in the Community Strategic
Guidelines. Additionally, it takes European policies in respect to social aspects, spatial development
and transport into consideration.

Table 4: Main issues of Lisbon, Gothenburg and cohesion policy

Main issues of Lisbon and Gothenburg Community strategic
guidelines on
cohesion
Competitive Social Ecological Gender Gl G2 G3
& dynamic cohesion &  sustain- equality
economy inclusion ability
Priority 1: Facilitating Innovation P P P P
across Central Europe
Priority 2: Improving P P P
Accessibility of and within
Central Europe
Priority 3: Using our P P P
Environment Responsibly
Priority 4: Enhancing P P P P

Competitiveness and
Attractiveness of Cities and
Regions

Community strategic guidelines on cohesion (2006/702/EC)

Guideline 1 (G1): Making Europe and its regions more attractive places in which to invest and work
Guideline 2 (G2): Improving knowledge and innovation for growth

Guideline 3 (G3): More and better jobs

In the course of the European Council summit held in March 2000, the Lisbon strategy was adopted
in which the emphasis was put on the necessity to make the EU 'the most competitive and dynamic
knowledge world economy with a higher figure of job opportunities having a better quality along with a
higher social cohesion'. The scope of this strategy, which forms a socio-economic programme, has
been extended by an agreement entered in the course of the Gothenburg summit where the
sustainable economic development became an integral part. With regard to unsatisfactory results of
the Lisbon strategy, its innovation has been proposed (in the report to the European Council spring
summitzg) and the so-called Lisbon Action Programme has been adopted and presented in the

8 communication to the Spring European Council: Working together for growth and jobs. A new start for the Lisbon Strategy.
COM (2005) 24, Brussels, 2 February.2005
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document call ed 6Joint activities for economi
strategy.

The Guidelines for Cohesion Policy 2007-2013, as adopted on 6 October 2006, are taking on board
the renewed Lisbon agenda and are targeting the following three priorities:

i improving the attractiveness of Member States, regions and cities by improving accessibility,
ensuring adequate quality and level of services, and preserving the environment,

i encouraging innovation, entrepreneurship and the growth of the knowledge economy by
research and innovation capacities, including new information and communication technologies,
and

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

The European Social Agenda defines the main stream of activities implemented in the context of
social policy and also contributes to the realisation of the Lisbon strategy. It aims to ensure availability
of work, resources, rights, goods and services for everybody, to prevent social exclusion risk, to assist
the most endangered, and to mobilise all actors/organisations in the area of economic and social
policy. The policy document also is also reflected in the General Guidelines of the Economic Policy as
well as in the European Employment Strategy Guidelines involving microeconomic and
macroeconomic policy as well as employment for creation of new job opportunities and economic
growth.

The outline of the European Spatial Development Perspective (ESDP, 1999) i an
intergovernmental document i supported a coordinated regional and spatial development policy within
the EU. As basic objectives, which should lead towards a sustainable and balanced development of
the territory of the EU, have been formulated:

i economic and social cohesion

i preservation and management of natural resources as well as cultural and

i more balanced competitiveness of European space.
European integration is an important part of the ESDP. Local and regional authorities shall co-operate
in regional development across borders. At the same time, the programme takes into account the
Territorial Agenda, an intergovernmental document under preparation of the EU Member States. This

agenda aims at translating the 'Lisbon and Gothenburg strategies' into the territorial development of
the European Union.

The further development policy of the European Unioné s t r a n s pystemsastmeantnto meet
soci etyds economi mentalsneeds. Thé¢ facatimateffextivestiansmoration systems are

essenti al to Europebs prosperity and have signi

and the environment, has already been formulated in the white paper 'European transport policy for
2010: time to decide'. EU transport policy shall help provide Europeans with efficient, effective
transportation systems that:

i offer a high level of mobility to people and businesses throughout the Union.

i protect the environment, ensure energy security, promote minimum labour standards for the
sector and protect the passenger and the citizen.

i innovate in support of the first two aims of mobility and protection by increasing the efficiency
and sustainability of the growing transport sector.

i connect internationally, projecting t he Uni

protection and innovation, by participating in international organisations.
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The Trans European Network (TEN) is one of the core projects, dealing with EU-wide transport
infrastructure development, linking national networks by modern and efficient infrastructure and thus
enhancing accessibility within the EU.

The National Strategic Reference Frameworks (NSRF) give the general orientation on objectives
and strategies, which are also relevant to transnational programmes. Some of the NSRF also give an
indication on the orientation concerning transnational cooperation. With this respect, specific attention
will be paid to preventing any possible double financing of the interventions (actions) from the
Structural Funds.

i In Austria, the NSRF (strat.at) covers the Operational Programmes for regional competitive-
ness and employment (in 8 federal states), Convergence i Phasing Out (in 1 federal state) and
European Territorial Cooperation. Therein it is fixed that territorial cooperation is important for
Austria, which refers to the high share of border regions related to the whole territory and to the
cooperation experience resulting from the last two Structural Funds periods. Objective of the
transnational cooperation should be to facilitate and intensify the development and
implementation of integrated projects in comparison to the ongoing period. Additionally this
should lead to a new level of quality in the development of projects and the changing functional
structures in the regions concerned.

i The global objective of the NSRF of the Czech Republic is the change of its socio-economic
environment in accordance with the principles of sustainable development in order to be an
attractive place for investments, employment and the life of its inhabitants. It is set down that the
Czech Republic will participate in the next generation of the transnational and interregional
cooperation programmes:baThe cetdr ategg iomn ad o alle vewelpim
support of cross-border, interregional and transnational cooperation according to the goal
6European Territorial C o matienal zdopemtiod it is formulatedhtkat ar e a
the Czech Republic will cooperate with other EU Member States in matters of strategic
importance, focusing on strategic activities enabling the interconnection of territories
(transportation accessibility, environmental protection, precaution and risk management and
integrated water management systems, intangible linkages as e.g. networks, experience
exchange, innovation networks and development of IT knowledge in society).

i  The NSRF of Germany contains a separate chapter dealing with the objective of European
territorial cooperation. There it is set down that transnational projects shall support the
integration of structurally weak regions in transnational cooperation, which is stated to be an
important factor for development. Interregional cooperation is focused on the exchange of views
and experiences within Europe, especially concerning the fields of innovation and knowledge
based economy.

i The NSRF of Hungary focuses on increased employment and long term economic growth. The
formulated strategic objectives include active participation in joint programmes serving the
competitiveness and knowledge society of the EU. The transnational activities of Hungary aim
at supporting the realignment and modernisation of Hungarian communities living in the
neighbouring countries in a European framework. The objective is the implementation of joint
regional, infrastructure and institutional development as well as economic development to
enhance a dynamic development of the region.

i In Italy, the NSFR followed an integrated and unifying approach over all Structural Funds
objectives, in which territorial cooperation is fully considered as one of the strategic dimensions
supporting the overall d o c u me nttirktlade & spgcific chapt&érh u s t
neither on territorial cooperation nor on transnational cooperation as such. Instead, objective 3
was considered as a common strategic dimension; the elaboration of the Operational
Programme was based on the findings of technical working groups, of which one was dealing
with objective 3. This working group defined specific priorities for the territorial cooperation as a
contribution to the NSRF drafting.

i The strategic goal formulated in the NSRF of Poland is to create conditions for the growth of
competitiveness of the Polish economy based on knowledge and entrepreneurship assuring an
increase in the employment and in the level of social, economic and territorial cohesion of
Poland within the European Union and inside the country. The strategic objective shall be
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