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Executive summary

The Baltic Sea Region covers a vast geographical area with the Baltic Sea as a focal point. Traditionally
the sea has been connecting the region, being the main mean of transportation and trade. While the
regions share history and have many similarities, there are also differences. Differences in population
density show a clear north-south pattern with the sparsely populated north and the densely populated
south. There is also still an east-west divide in terms of economic performance, although the divide has
been closing. The BSR has developed from a divided region (e.g. Cold War, German divide) into a
prosperous region with a dense network of cooperation arrangements. The thick governance structure
suggests that the region is successful in bringing different sectors and actors together to address
common challenges. The BSR has a strong position in research and development, industry and trade,
entrepreneurship and well-developed welfare states. Within the European landscape, the BSR has
paved the way for the implementation of the macro-regional approach marking a new beginning for the

territorial cooperation policy of the European Union.

Yet the region faces many challenges arising from rapid population ageing and shrinking labour forces,
drain draind , natiohakimmigration and increasing inequalities. These challenges can escalate in a
fast-changing, interconnected and uncertain world. Scenarios offer an effective method to deal with
uncertainties. The use of scenarios helps to explore possible developments and identify benefits and
drawbacks of developments paths that are unforeseen today. This may empower actors who play a role
in shaping the future of regions and, thus is an important step to successfully cope with the transition

towards sustainable futures.

The ESPON pr ojteecrtr iotBoTr2i0abl0 6scenari os for t he Bal
The project develops territorial scenarios for the BSR. As shown in Figure 1 this process is done in
different phases, which have been informed by participatory processes (e.g. interviews with experts,

workshops, focus group and consultation to target stakeholders).
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The research process began with the analysis of the development of the region, which provided the
current state of the region specifically in relation to how demographic, economic, environmental and
governance aspects have shaped the territorial structure of the region. Some of the relevant findings of
this analysis are the stable population development in the region, the polarisation of growth in urban
areas at expenses of rural areas, the presence of stronger urban networks in the densely populated

countries and the prevalence of the east-west disparities when it comes to GDP per capita.

The process of looking into the future resulted in the identification of the main trends and factors as well
as unforeseen events (black swans) that can disturb the future development of the region. In this stage,
literature review and interviews with experts were resourceful to identify some of these aspects i trends,
factors and black swans - which were discussed and prioritized during a workshop with the participation
of VASAB stakeholders.

After this, a Baseline Scenario for 2030 and 2050 and two territorial alternative scenarios for the future
of the Baltic Sea Region were developed. The Baseline Scenario assumes the most likely development
if all important factors, including all major exogenous trends and all policy practices used in the recent
past, will continue to be in effect until the target years of 2030 and 2050. The demographic and GDP
projections presented in the Baseline Scenario were based on quantitative methods by applying the
socio-economic SASI Model. Nevertheless, workshops with stakeholders assisted in settling the

assumptions that foreground the future development of the region.

The territorial implications of the Baseline Scenario yield two main messages. There will be a further
pronounced unbalanced development between urban and rural regions in the BSR as a whole with
urban areas being the economic powerhouses and attracting more population than other types of
regions. Nevertheless, despite this unbalanced development, overall territorial cohesion - measured with

GDP per capita - will happen across all regions regardless of the regional type.

The two alternative territorial scenarios for the BSR 2050 fi We-being in a circular economy i a RE-
mind for a agddidGd olwii fngd i “ethogiagts: leerecological footprint clear-upo
show two different pathways of how the future of the BSR could look like depending on different future
developments. Both scenarios were developed based on the main trends and factors identified in a
wor kshop with the projectds stakehmosWwdlasm,aseweandgani sed
interactive and co-creative workshop in the form of a role-play with the participation of VASAB
stakehol der s. The devel opmenreliedaalo onh the revdew @fnrelavanto s &6 nar
literature. The two scenarios are of very different nature and focus, with distinct characteristics and
differentiated territorial implications. Despite their differences, environmental protection and good

relation with the European Union are common assumptions between both developments.

dVell-being in a circular economy i aRE-mi nd f or a degcabegla futurefwhede the BSR
has developed into a sharing and circular economy region, where citizens have consciously decided to
change the existing linear economic model in favour of a better quality of life. In this scenario, a repairing
and sharing culture, as well as the manufacturing potential of regions, play a key role. As people
consume | ess and more responsibly, companies adjust

where they produce less though of higher quality to ensure that products last longer. This society driven
7



circular economy transition has supported re-industrialisation in the region, as more products are
produced by local communities and in small-scale. Eco-vation, innovation in the area of green economy
has been necessary in that scenario, while it is particularly manufacturing that largely shapes the
employment. Due to the regionalisation of production, the sharing culture and the longer livelihood of
products freight transport and logistics become secondary in this scenario and more expensive as its
importance is reduced. Decentralised patterns are observed, where second and third-tier cities and
towns become the main centres and regionalised centres gain importance. Furthermore, the importance
and concentration in metropolitan and large urban areas are reduced, and they slowly but surely lose
out as being the GDP growth poles, as GDP is no longer a key indicator for growth and good quality of
life in this scenario. The big transport hubs and logistic centres lose their global profile, and transport
and accessibility become more regionalised. Cooperation in this scenario is a prerequisite, particularly
for improving the environmental situation in the Baltic Sea Region, a topic that cannot be addressed

single-handedly and needs strong commitment.

6Growing i nt o theewlvgioglifeotpting clear-u p describes a future where the Baltic
Sea Region is a giant in green technology. The achievements of the 4™ industrial evolution are in the
epicentre of everyday life, where a set of different technological advancements that influence
manufacturing, services and everyday life of citizens through a fusion of technologies blurring the lines
between physical, digital and biological systems (based on ESPON, 2019d) are visible in this scenario.
Innovation also attracts capital and private investments in the region. This mix of innovation and green
technology has transformed the Baltic Sea Region into a Baltic eco-silicon valley focusing on green
innovation and has led to a reduction of the ecological footprint of the region. At the same time, high-
end innovation and the race for more growth have allowed for a more tailor-made design of products,
which together with the limited ecological footprint of production due to green technology, have led to
an i ncr e afsredhgp@d goansunhetism. In this scenario, transport hubs are vital, and their
importance is largely increased. This scenario depicts a polarised urban focused Baltic Sea Region. The
green-tech four global giants are located in the cross-border urban global networks of Copenhagen and
Malmo and Helsinki and Tallinn, while other urban centres follow. As the critical mass needed to run a
knowledge-based economy is concentrated in larger urban centres, there is an increase of economic
activity around the present metropolitan areas and growth centres which in most cases are the capital
cities. Global transport hubs gain importance, as good connectivity is crucial. In this future, cooperation
and competition interchange. Cooperation is of high importance on topics of interest and profit, while

competition in the region is also high when interests are different or contradict.

The BT2050 scenarios i baseline and territorial i were then used as a vehicle for informing BSR spatial
policy. As the main objective of the BT2050 project is to provide evidence to support the revision of the
VASAB-Long Term Perspective, this document was of prime importance in the process of policy
recommendation. The VASAB-Long Term Perspective is structured around three overarching goals: (i)
Promoting urban networking and urban-rural cooperation; (i) Improving internal and external
accessibility and (iii) Enhancing maritime spatial planning and management. Seventeen policy actions
specify how these goals may be achieved (VASAB, 2010b). In addition, nine thematic areas served as

the conceptual basis for the actions laid down in the LTP document (VASAB, 2010a)



In the framework for policy recommendation, each thematic area is linked to the 17 policy actions and

then discussed in relation to the BT2050 scenarios. From this analysis, several policies are identified

and clustered into eight key integrated actions - sectoral policies with territorial relevance. A focus group

and interviews with VASAB stakeholders were an essential step to validate the proposition of these key

integrated actions which are:

il

Strengthening the network of Baltic medium-size cities. This action acknowledges the
increasing importance that medium-sized cities may have with the implementation of circular
economy. It provides advice on how to prepare these urban settlements for their new role.
Supporting cross border service networks based on new technologies. This action highlights
the importance of developing integrated cross-border systems, based on unified technological and
social standards for the provision of services of general interest.

Connecting the Baltic infrastructure on the regional level. Considering the possibility of a
decentralised spatial development of the BSR, this action advises prioritizing investments on
regional/local infrastructure networks rather than in European corridors. It encourages supporting
the BSR secondary networks, after the finalisation of the main continental projects.

Supporting cross border metropolises. Dealing with the possibility of further polarisation of
population and growth in larger cities, this action calls for further development of competitive
advantages of the Baltic metropolises while, at the same time, safeguarding the quality of life and
social inclusion of their inhabitants.

Using the Baltic Sea assets wisely. This action supports the sustainable use of maritime
resources, through policies that enhance the sustainable fisheries, sustainable tourism, local
cabotage, construction of local power systems.

Adapting to climate change, water and green cross-border clusters. This action target
mitigation and adaptation measures to climate change. It suggests the implementation of financial
means (e.g. taxes) to incentivise activities that are climate-oriented and curb those that may harm
the environment

Attracting migrants to the BSR. This action aims to enhance demographically and spatially
balanced population structure in the BSR through migration policies. It includes programs of return
migration, implementation of immigration programs targeting particular groups, improvement of
residential attractiveness in particular areas to prevent depopulation, incentivise telework in
peripheral areas.

Improving BSR integration through data integration, monitoring, research and spatial
planning. This action endorses the need of monitor the socio-economic changes of the macro-
region, including flows within and outside BSR; perform territorial impact assessment (TIA) for the
strategic documents, concerning BSR (EUS BSR) and the importance of integrating the spatial
development plans for the maritime areas



1 Territorial analysis of the Baltic Sea Region

The overview ofthe BSRi s structured around four themes: 6demogr
territory6; 6éenvironment ®uildsonthe ;hdicatorefrom BSPONBBR-TEMb e anal vy
(ESPON, 2014a) the territorial monitoring system that was built to oversee the territorial development in

the region and to relate to important policy fields (Rispling and Grunfelder, 2016).

1.1 Demography & settlements

The total population of the BSR is just over 105 million, which corresponds to 21% of EU:s population.
Seen on the whole region the population has been remarkably stable and has had a modest population
growth of a little bit more than 100 000 people (1.2%) between 1990 and 2018.
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Map 1: Spatial pattern of population distribution

Some conclusions about the territorial development of the region can be drawn from the map compilation

above:
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1 Although the BSR had a slight population increase between 2000 and 2018, most regions actually
experienced a population decline as can be seen in the top maps. This is mainly the case for rural
regions, continuing the long trend of depopulation of the rural areas. While the 135 biggest
Functional Areas (with more than 55,000 inhabitants) had a 3.4% population growth between 2010
and 2017, the rest of the BSR had a population decline of 2% during the same period.

1 The top right map shows the population change between 2010 and 2018. The depopulation of rural

areas slowed down somewhat in the countries that received a lot of migrants in 2015-2016.
Between 2015-2016 almost all parts of Germany and Sweden had a positive net migration rate.
During the same period, Denmark and Norway had positive net migration in a majority of the
municipalities. The other BSR countries experienced the opposite pattern with more municipalities
having net out-migration. The exception is the bigger cities indicating that the migration flows from
peripheral and rural areas toward the largest cities continues.

1 ANorth-South divideisobserved in the two bottom maps (Popul at
density). As can be seen in the bottom right map the BSR is sparsely populated. The main urban
areas are located in southern Poland and around Hamburg and Berlin in Germany. Denmark is
also relatively densely populated. For the whole BSR, the population density is 43 inhabitants/km?
which is significantly lower than the EU average of 115 inhabitants/km?. The population density
varies significantly between the different BSR countries. Although certain parts of the German
North East have a population density below 40 inhabitants/km?, Germany still accounts for the most
densely populated BSR region with 172 inhabitants /km? and the lowest in Finland (17
inhabitants/km?).

1 The bottom left map shows the 135 largest functional urban areas (FUAS) in the BSR. Of these

135 more than half (75) are | ocated just in Poland
total population of the BSR, for Germany and Poland this share is only slightly higher with 66%.
The main difference is the higher density of cities in the southern part of the BSR that also implies
a more polycentric structure. For the vast majority of regions in the Nordic countries, the Baltic
States, Russia and Belarus, no large city or only one such city is within reach. In contrast, residents
in Southern Sweden and Finland, Denmark, Germany and Poland have a considerably higher
number of large cities within commuting distance.

1T TheBSRdoesnot have any megacities (> 10 million intl
Petersburg and Berlin, both with more than five million inhabitants in the functional urban areas.
Fourteen cities have more than one million inhabitants.

1 The Nordic cities are in general located along the coast or along important transport corridors
radiating out from the main metropolitan areas. The urban networks are stronger in the densely
populated countries of Germany, Denmark and Poland. Poland is the country with most cities and
strong urban connectivity. However, the population is growing faster in the Nordic and Belarussian
FUAs than in the rest of the BSR.

1 Large cities function as regional centres with their services reaching beyond the administrative
borders to surrounding smaller municipalities and rural areas. The more large cities with good
provision of services are reachable for the neighbouring settlements; the more functional the region
is likely to be for its residents. The functionality is defined on the basis of flows between a core
area and its surrounding territories. This functional approach captures more effectively the socio-
economic characteristics of a region which cannot be fully understood using administrative
boundaries as a reference (ESPON, 2018c, 2019d)1

1 Urban-rural relations are stronger in countries with higher population density and a great number
of cities or FUAs. A more polycentric spatial distribution of cities and FUAs in the territory is likely
to increase the accessibility to services and goods to rural areas as well as strengthening the flows

1 The workshop on Metropolitan and Cross-border functionality: definitions, examples and methodologies for post
2020 programming offers insightful resources on functionality (See the link: https://www.espon.eu/functional-areas)
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of resources most commonly produced in rural areas (e.g. food) to supply urban environments. As
shown in the bottom maps of the map compilation above, Poland and the Northern part of Germany
belonging to the BSR are likely to offer better urban-rural linkages, as settlements and population
distribution take place in different parts of the territory.
Naturally, regions with higher population density and a more polycentric urban system have better
connectivity and accessibility. High accessibility means that there is potential for bigger flows and
connections between cities as well as between rural and urban areas. It can also lead to wider labour
markets which makes it easier for companies to find the right competencies and easier for residents to

access services.

As can be seen in Map 2, the accessibility by road and rail is much higher in Germany, southern
Denmark and western Poland than the rest of the BSR. Accessibility by air shows a different pattern
where mainly the capital regions and agglomerations (e.g. Hamburg and Bremen in Germany, Wroclaw
and Krakow in Poland, Gothenburg in Sweden) have high accessibility. Denmark has a more evenly
distributed accessibility potential by air within the country. Sweden and Norway have better accessibility
by rail than by road while the opposite pattern can be found in the eastern part of the BSR.

Accessibility potential in 2016
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.
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Source: <Espon BT2050>, <2019>

Origin of data: "Accessibility of the Baltic Sea Region. Past and Future Dynamics” ©/RAA ©VASAB, S&W Accessibility Model 2018
) University of Geneva & gio for bo i

Map 2: Accessibility Potential, 2016

As the sea lies at the core of the BSR, maritime connectivity can be regarded as an indicator of
integration of the region. The most frequent ferry routes are observed between ports in Denmark and
Sweden, Sweden and Northern Germany, Sweden and Finland, Finland and Estonia. Ferry routes are
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heavily loaded as well between Northern Germany and the Baltic States, Sweden and Poland, Norway
and Sweden. Saint Petersburg serves as the main Russian port in connection with the other BSR
countries. Text-box 1 highlights some synergies and conflicts that some of the observed trends related

to 6demogeapheayéhave b relation to existing policies.

Text-box 1: BSR demography & settlements in relation to policies: synergies & conflicts
9 If the current trend of polarization of growth in bigger urban centres continues the desired polycentric
territorial pattern for the region (VASAB, 2016) will be even more difficult to achieve.
1 The polarisation of growth in a few urban centres will probably weaken even more urban-rural relationships
(VASAB, 2010b).
1  With depopulation and ageing of the rural areas, there will need to be innovative ways of keeping services
and skills, e.g. through the digitalisation of services and e-health
1 The VASAB goal of improving internal and external accessibility in the region may be compromised if further
investments would not be made in peripheral regions. When comes to railroads there are bottlenecks for
cross-border traffic, such as different gauge sizes and technical systems that must be overcome.
1 Significant investments would be needed to get faster train connections. On the other hand, high-speed
trains between metropolises might decrease the role of small and medium-sized cities.
1 Conflicts are likely to arise between the aim of improving connectivity in the region and the need to reduce
CO? emissions

=

1.2 Economy & territory

When it comes to the economy, the total GDP of the BSR corresponds to almost a fifth of the GDP of
the European Union. The BSR part of Germany is the biggest economy, with 21% of the regions GDP
(measured in current market prices). The Nordic countries together stand for 51.8%, Poland for 18%,
Russia and Belarus for 5.7% and the Baltic states for 3.6%, The average GDP per capita (measured in

power purchase parities) in the BSR is lower than the EU average (86% of the EU average).
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The Map compilation above allows drawing some conclusions:

1

The east-west disparities prevail when it comes to GDP per capita. On a country level, Sweden,
Denmark, Germany (BSR), Norway and Finland had GDP per capita above the EU average in
2016. Belarus had the lowest GDP per capita (46% of EU average) followed by Russia (BSR) (61),
Latvia (65), Poland (69), Estonia and Lithuania (75).

The GDP is significantly higher in bigger urban regions (especially in capital cities), and all countries
except Belarus and Russia has at least one region with Gross Regional Product (GRP) per capita
higher than the EU average. The differences between regions are highest in Poland and Germany.
While there is some correlation between the employment rate and GRP per capita, there are also
some regions that have quite low productivity (i.e. low economic output per person employed).
Hamburg, Stockholm, Copenhagen, Berlin, Oslo and Helsinki are among the regions that have
higher productivity (relation between GRP and employment) than the average while the productivity
is lower in Russia and the Baltic states.

In the BSR the number of people working in technology and knowledge-intensive branches have
increased by almost 200 000 during the last ten years. This corresponds to a 14% increase in these
sectors compared to a 4% increase in the total number of jobs. The growth in this sector has been
particularly high in Estonia which, together with Finland, is now leading with a share of over 5.5%.
The average of the whole BSR (3.6%) is otherwise lower than the EU average (4%). On a regional
level, Helsinki has the highest share of employment in this sector, followed by Warsaw,
Copenhagen region, Stockholm, Oslo and Berlin.

Employment in the knowledge-intensive sector naturally correlates with investments in research
and development (R&D). When it comes to total R&D, except for Berlin, all top ten NUTS2 regions
were Nordic. For R&D in the business sector, it is the Nordic countries together with Bremen in
Germany in the top.

The bigger urban areas stand out with high shares of tertiary education. While the educational
attainment in the Nordic countries is rather homogenous, there are significant differences between
urban and rural regions in the rest of the BSR. Germany stands out with a low share of the
population with tertiary education except in Berlin and Hamburg. The Baltic States have increased
their share of the population with higher education in recent years, and Estonia and Lithuania have
reached the levels of the Nordic countries. Regional disparities are observed in Russia (BSR), and
Saint Petersburg has the highest share of tertiary education in par with the levels of the Nordic
countries.
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1 Trade is a good indicator of the connectiveness of the BSR as it shows the flows of money and
goods between countries. A high share of the total trade flows in the BSR goes to other BSR
countries, and for eight of the countries, the biggest trade partner is another BSR country. This
shows that geography matters when it comes to trade as well as that the BSR is a functional macro-
region.
Text-box 2 highlights synergies and conflicts that someof t he observed econanmgéls rel at

| abour maghakeéntrefation to existing policies.

Text-box 2: BSR Economy & labour market features in relation to policies i synergies & conflicts

1 The BSR is still poorer than the EU average, but the economic gap between them is weakening, as the
BSR is growing more than twice as fast than the EU average. Territories with geographic specificities (e.g.
island, coastal and border regions) account for many of the regions lying below the BSR and EU GDP
average.

I The Baltic states have a growing education level as well as a high share of employment in the technology
sector which indicates that the east-west disparity is closing.

1  The big urban-rural divide in regard to education attainment will have an implication on the job structure in
rural areas, with a higher share of well-paid jobs in the bigger urban areas.

1 The good performance of the region in technology and knowledge-intensive branches is a potential for
exploiting digitalization as a means to enhance a more homogeneous territorial development i improve
urban-rural divide and increase the attractiveness of the rural areas. This will contribute with some of the
normative objectives of VASAB-LTP

1.3 Environment: ecosystem services and climate change

The status of the environment is important for the spatial development both because of its impact on
health and wellbeing of the population as well as the long-term territorial assets of the region. The Baltic
Sea is obviously important in the BSR, and one of the objects of the EUSBSR strategy istoisave t he

sead0 and theBaltcsSeatmarimgenvironment is also one of the goals of VASAB.

While saving the sea is a goal in itself, the sea is also important for many human activities. Therefore
four main types of ecosystem services: provisioning, cultural, supporting and regulatory. The
provisioning ecosystem services include fishery, aquaculture, energy and waterways, the cultural
include recreation and education, the regulating, e.g. embraces climate regulations and mitigation of
eutrophication and the supporthgec osystem services include services 0
underlie al/l ot her serviceso (ibid, p. 9). The ecosys

protection for the upkeeping of the services that are connected with the sea.

One major issue for the ecosystem in the Baltic Sea is eutrophication. Cost-benefit analysis has shown
that the benefit of reducing the eutrophication in the BSR could be as high as 1-1.5 billion dollars
annually. (Ahtainen and Ohman, 2014). In coastal areas, HELCOM utilises national indicators used in
the Water Framework Directive (WFD) to arrive at an assessment of eutrophication status in eight
countries?.. Danish coastal WFD-classification differs from the open sea classification, and hence, the

colours are not directly comparable. The Baltic Sea still suffers from eutrophication, with at least 97% of

2 http://stateofthebalticsea.helcom.fi/pressures-and-their-status/eutrophication/
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the region was assessed as eutrophied in 2011-2016. Increase in the supply of organic matter to the
marine environment is leading to a series of ecosystem changes in the Baltic Sea. Nutrient inputs from
land have decreased as a result of regionally reduced nutrient loading, but the integrated status

assessment has not yet detected the effect of these measures.

Another environmental concern, mainly in urban areas, is air pollution. Particulate matter (PM10) levels
are still high in many cities in Poland, especially because coal which is still used for heating. However,
as fossil fuels are likely to be phased out, the trend is that the number of days that the PM10

concentrations isdecemsind. 50 ¢eg/ m3

Currently, climate change mitigation measures focus on reducing greenhouse gases and shifting from
fossil to renewable energy sources. Figure 2 shows the share of renewable sources divided by sectors.
The total share of renewable sources goes from 71% in Norway to 11% in Poland, indicating that there
are big differences within the BSR. Still, only Germany and Poland are below the EU average. Regarding
electricity production, it should be noted that some countries have nuclear power that, while not being a

renewable energy source, is not connected to carbon dioxide emissions.

Share of energy from renewable sources 2017 Carbon dioxide emissions, kilogram per capita
80 Denmark
70 Norway
60 Germany (whole country)
50 Finland
40 Poland
30 Lithuania
20 EU 28 ' ——
: I o ———
Norway Sweden Finland Latvia Denmark Estonia Lithuania European Germany Poland Latvia ESG——
Union - 28 (whole
countries country) 0 2000 4000 6000 8000 10000 12000 14000 16000
mTotal ® Electricity ® Heating and cooling = Transport W 2017 2008
Figure 2: Share of energy from renewable sources Figure 3: COz emissions, kg. per capita.
Data source: Eurostat Data source: Eurostat

Figure 3 shows the per capita carbon dioxide emissions in 2008 and 2017. This figure shows a different
picture than the last as Norway has higher CO2 emissions per capita than Poland. This can partly be
explained by emissions from petroleum extraction in Norway. In 2017 Latvia had the lowest emissions,

followed by Sweden while Denmark had the biggest decrease between 2008 and 2017.

Regarding land use cover, the EU countries in the BSR have 25% agriculture, 48% forest and 2.2%
residential buildings (Eurostat®). Forest coverage had increased in the BSR, with Finland presenting the
highest share in the EU (73%). On the other hand, land for agriculture has decreased between 2009
and 2015. Text-box 3 highlights synergies and conflicts that some of the observed trends related to

@ nvi r o maydave idrelation to existing policies.

S Land use overview by NUTS 2 hitpe:/ec.eunopa.eu/erdstat/webipredeictse v w] o ,
datasets/product?code=lan_use ovw. Retrieved on 2019-08-16

16


https://ec.europa.eu/eurostat/web/products-datasets/product?code=lan_use_ovw
https://ec.europa.eu/eurostat/web/products-datasets/product?code=lan_use_ovw

Text-box 3: BSR environment in relation to policies: synergies & conflicts

9 Securing energy supply without affecting the environment is a challenge. A shift towards renewable energy
sources will imply a bigger impact in the form of wind parks, plantations of bioenergy, etc.

1 Maritime Spatial Planning needs to take into consideration different and sometimes conflicting interests,
including environment protection, transport, blue economy and energy. An ecosystem services approach
is needed in order to understand the symbiosis between nature preservation and economic output

1  While keeping and increasing forests are crucial for mitigating climate change, loss of agricultural land
might have an effect on food security.

1.4 Governance: institutions and stakeholders

The BSR has a dense governance structure, characterised by various institutional arrangements. These
arrangements cover differently the territory, accounting for part of the region, the entire region and even
having influence beyond the borders of the region. This implies that transnational, multilateral, cross-
border, local and regional cooperation are implemented throughout several organisations with different
degrees of institutionalisation (e.g. formal and informal), different scope of agreements (i.e. goals
pursued by promoters of the initiative) which are also financed by different sources (e.g. Council of the
Baltic Sea States, Swedish Institute, and Interreg Programmes). Map 4 illustrates the geographic

coverage of the Euroregions in the BSR as well as the 2014-2020 Interreg Programme areas.

At the country level, the distribution of competences between administration levels is important from the
point of view of the implementation of activities in the BSR region, and it varies significantly between the
BSR countries. This is a result not only from different traditions but also from the size of the country and
from current demographic and economic processes (e.g. enlargement of administrative units in case of
the declining population) ( ES P ON, 2018 a; P u ¢ u.Mbss BSR nodntrigsihave strong 0 1 6 )
competences in planning and territorial governance at the national level (except Germany and Sweden)
and local level (except Belarus). Nevertheless, in relation to intermediate levels (e.g. regional, sub-
regional / counties), the systems in the different countries are quite diversified. The regional level plays
an important role in countries where competencies are not placed on the national level (e.g. Germany,

Norway, Russia and Poland).
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Map 4: Interreg and Euroregions CBC in the BSR

Two important changes in spatial planning and territorial governance can be observed in the BSR: the
gradual increase of competences of local level and their territorial enlargement as a result of merging
smaller administrative units (e.g. Denmark, Finland, Germany, Norway) and the limited role of the
regional level (mainly in small countries such as the Baltic Countries and Denmark). Considering these
arguments, Text-box 4 presents some aspects that need consideration for the implementation of macro-

regional policies.

Text-box 4: Macro-regional approach: synergies & conflicts
I It is necessary to check the consistency between macro-regional and national policies to address
challenges and opportunities and, thus, strengthening the political commitment at the national level
1  The strongest power of the local level may undermine the implementation of macro-regional policies since
a great number of interests are at play. On the other hand, the involvement of local actors in the
implementation of macro-regional policies may anchor and legitimize macro-regional policies;
counteracting weak implementation chains between decision-makers and key implementers.

1.5 Looking into the future of the BSR

The process of looking into the future of the BSR comprised different phases: the identification and

selection of main trends impacting the spatial development of the region; the identification of unforeseen
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events that could disrupt the existing trends of BSR spatial development and spatial integration (black
swans) and the scenario development which includes the design of the Baseline Scenario and two

territorial scenarios. The following sections give an account of the different phases.

1.5.1 Main trends impacting the spatial development

Regardless the challenges of dealing with the future (e.g. uncertainties), the literature seems to agree
that some mega-trends are likely to have an influence in the long-term future of the world (United
Nations, 2018, Intergovernmental Panel on Climate Change, 2018, PwC, 2019). Some of the mega-

trends are:

1 Urbanisation: Today,55% of t he wor | didwbarpaccasuBy a060 thisrshateisv e s
expected to rise to 68% (United Nations, 2018). This mega-trend holds valid for the BSR since
the 135 FUAs hosts 63 % of the total population in the BSR and showed a 3.4% population
increase between 2010 and 2017.

1 Climate Change: Human activity is estimated to have contributed to approximately 1.0°C of
global warming above pre-industrial levels. If temperatures continue to increase at the current
rate, global warming is likely to reach 1.5°C between 2030 and 2052. This will have profound
consequences in ecosystems and will affect regions differently depending on geographic
location, levels of development and vulnerability and implementation of adaptation and
mitigation measures. (Intergovernmental Panel on Climate Change, 2018a). The risks
associated to climate change are particularly crucial to the BSR as the sea can be severely
affected by warming causing increase putrefaction and mass blooms of cyanobacteria, and poor
oxygenation of the sea (Meier et al., 2017). This will impact tourism negatively and will
compromise the fisheries economy. Raising the temperature, melting ice shields and the
prospect of rising sea levels by two meters in a 30-year perspective (and its further increase)
means that significant areas of the BSR will have to be protected from the sea (e.g. dykes and
dams). Extreme changes in climate can even result in catastrophic floods and the
disappearance of the Baltic coast (Raisanen, 2017)

1 Technological breakthroughs: In a few years, technology has progressed in ways no one
could have expected. It has been transforming the way that society works (e.g. social
behaviours, business models, economy). Digital change is fast and ubiquitous, and the
innovations of today will continue to have a major impact in the years ahead (pwc, 2019). As
BSR hosts some of the pioneers in technological development the region is likely to face earlier
than others the advantages as well as the drawbacks of technologies.

1 Shifting power from West to East: the rising economic and geopolitical influence of South-
East Asian countries represents a regime changer in global politics and economy. Not only
China but also India is challenging the US as the largest economies, which are expected to gain
the first and second place, respectively, by 2030 (McRae, 2018). Furthermore, a higher share
of the population in productive age in these countries will boost the East economy (consumption
markets) influencing the shift of power (Abbasi et al., 2017)

A review on the literature (BOhme et al., 2016; ESPAS, 2016; ESPON, 2017) helped to identify three
processes that are relevant for the future development of the BSR: (1) Technology transforming
economy and society (2) Demography and politics shaping society and (3) Environment shifting
economy. These processes provided the frame to further identified trends as well as some factors that
contribute to the magnitude of these trends. The relation between the mega-trends, processes, trends

and factors is illustrated in Figure 4.
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A further step was the description of the possible impact that each factor could have in the future of the

region. For further explanation, see section 1.2.1 in Volume 2 of the Scientific Annex.

Figure 4: Mega-trends, processes, trends and factors

The selection of the main trends that are likely to shape the territorial scenarios was informed by
participatory processes, specifically interviews and workshops (for further explanation see sections A2.1
and A2.2.1 in the scientific report). This outcome showed that economic developments in the BSR,
especially as regards their link to technological advancements plays an important role in the future of
the region. Economic development, however, challenges the environmental status of the region, being
an equally important consideration for the regionds |
at a crossing: on the one hand, Eur op ehafloortdanti-Blh 6 s c or €
and populistic movements, while on the other hand, civil society movements become more prominent
and widespread. Bringing all these views together, the scenario logic developed for the project combined

these factors and build up a solid framework to base the four narratives for the BSR in 2050.

1.5.2 Unforeseen events: black swans

Black swan is @ metaphor describing an extremely low-probability /unforeseen, high impact event that
takes everyon gForwayd TisinkingpRiatfosnme @014). In this study, black swans were
identified, with the aim of making the users of the scenarios aware that the world and the BSR must not
necessarily develop as in the Baseline Scenario, which assumes that the world will develop without
disruptive events. Several black swans, regarding economy, technology, security, military and political,
biological and scientific, and environmental were identified in the context of the BSR. An extended list

of black swans can be found on section B2.2. of the scientific report.
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