EUROPEAN UNION

Committee of the Regions

Challenges at the Horizon 2025



This report was written by the Leuven Centre for Gbbal Governance Studies
(Wim Van Aken, Axel Marx, Pierre Schmitt and Kolja Raube)
It does not represent the official views of the Comittee of the Regions.

More information on the European Union and the Cdes of the Regions is
available online at http://www.europa.eu and http://www.cor.europa.eu

respectively.

Catalogue number: QG-01-14-203-EN-N
ISBN: 978-92-895-0774-5
DOI: 10.2863/98258

© European Union, February 2014
Partial reproduction is allowed, provided that so@rce is explicitly mentioned.



Table of Contents

EXECULIVE SUMMAIY ...t e e e e e e e e eaaas 1
I [ Yo [ Tox 1 o] o PP 5
2. European Integration: State of Play ..........cocemeveiiiiiiiiiiii e, 7
3. Scenarios for the Future of European Integration..............cccceeveeevnnnnnee. 9
3.1 Scenario lintergovernmentalism A Europe of Nation States............. 14
3.2 Scenario 2: Supdtational Governance ‘Fédération d’Etats-nations’. 18
3.3 Scenario 3: Multilevel Governance: A Middle-gna Approach........... 22
G N 0o ] (o 1111 (o o ISP 27
4. The identification of key trends, challenges and gmrtunities............. 29
4.1 A Growing Need for Foresight and Strategic Riag.......................... 29
4.2 Seven Policy Domains, Trends and Challengedssoes for Debate ... 31
5. Policy Domains, Trends and Challenges........cccceeveiviiiiiiieiincciieeennn, 37
5.1 Finance and ECONOMY .........ooiviiiiiiieeeee e e e e e e e 73
5.2. Societal Issues: Demography, Migration, Soligand Individual
EMPOWEIMENT ... .o e 46
5.3 Sustainable Growth and Resource EffiCienCY . ....ovvveviieiiiiiiiieennn. 58
5.4. Territorial Governance and Urbanisation .u......ccccovevvvviieeiiiinnenee... 68
5.5 Technology, ICT and CommuniCation .......ccceeveeviiiiiiiieieiineeeeeeene. 80
5.6. Political Governance and Democratisation..............cccceevvvvveeeineennnn. 92
5.7 Globalisation and International Issues: theb@loole of Europe.......... 101
Annex 1: Five Areas, 25 Challenges, Ranking...........cccccccoveviiiieviiniiinn, 111
Five Areas, 25 Challenges.........oooouuiicccam e 111
1. GOVEIMNANCE ....cvviiieeiiii ettt ettt e e et e e e e et n e e e et e e e eennnn e eeeees 111
2. Economy and FINANCE..........ooiiiiiiiii e 112
3. Demography and SOCIEtY ........ ..o 112
4. Climate Change, Energy and EnNVironMent ...coeeevevevvieeeeeeeeenniinnnnn.. 112
5. Technological Change and Information Society (IT...............c.ccevvvvernnnee. 113
Ranking of Identified Trends and Challenges. ....cc...ccoooveiiiiiiiiiinn, 113
1 High REIEVANCE .......eiiieieeee e e eeae e 113

2 Intermediary REIEVANCE .............coooiim et e e eee 114



S LOW REIBVANCE ....ccoviiiiiiecceee e
Annex 2: The Future Evolution of European Integraton: An Overview of

Three Key Integration TREONES c......ccvvvviiiiiiiiieii e, 115

1. Intergovernmentalism: A Europe of the Nationt&ta........................... 115
I O o = L =T 1 £ 115

2. Neofunctionalism - Supranational GovernanceeFaibns

[0 8 = LS\ = 11 o] 1 1 118
P2 O o1 = | I =Y T £ 118
3. Multilevel GOVEIMANCE.........cccuuuiiiiieemmmeee e 120
TN R O1=] o1 = | I =T = S 120
123

ANNEX 3 REIEIENCES ..o e et aeaaen



Executive Summary

Good governance is based upon foresight that alteession makers to highlight
their choices under a new perspective. The Comenitfethe Regions (CoR) has
turned to forward planning and foresight to reaxtnew political and socio-
economic developments in Europe.

The aim of this report is to identify the futurealenges that confront the CoR and
the European local and regional authorities (LR#she horizon in 2025. It draws
up three possible scenarios with predictions abmufuture evolution of European
integration and the implications for the LRAs ahd CoR.

The future evolution of European integration neaglsinvolves an identification
of a number of trends, challenges and opportunibes the coming decades.
Subsequently, the report formulates key questionddbate and provides practical
options and suggestions on how LRAs can make psegre

As a first step in the CoR’s Horizon 2025 procehls, report invites engagement
with these issues and preparation for the EU irb2@@ainst this background, the
report aims to generate debate on the policies ikt be formulated and
implemented given the challenges ahead.

Today, European integration is in a state of flasing doubts about the future of
the EU. The three scenarios for the future of Eeampintegration — two extreme
and one middle ground approach — provide moretglan where EU governance
Is heading and the implications for the CoR and/iésnbers:

1. A Europe of Nation States EU integration will witness the growing
importance of the Member States individually andrioups by means of the
European Council and the EU Council of Ministers. fave their voice
heard, the CoR and the LRAs will need to focushenMember States.

2. A ‘Fédération d’Etats-nations’: EU integration will further empower EU
institutions. The CoRs’ and the LRAS’ interests|viné best advanced by
engaging with the dominant supranational EU insths.

3.  Multilevel Governance as a middle-ground approach The territorial

dimension will be left, right and centre in the Hhtegration process.
Governments at all levels in the EU will work inrpeership. The CoR will
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be more involved in EU decision-making and LRAS| wperate to varying
degrees at different decision-making levels.

The report then considers seven policy domains ehtillenges and opportunities
for the European LRAs and the CoR in 2025:

1. Finance and Economy LRAs increasingly struggle with the impact of the
financial and economic crisis. Economic growth, Eyment and public
finances increasingly diverge and public investnastlines. The economic
importance of LRAs calls for longer term solutiarsl more say in the EU’s
new economic and fiscal governance.

2.  Societal Issuesindecisiveness about ageing is not an optio20R6, LRAS
will have a much older population, which will haggnificant budgetary
consequences. Many LRAs need more active labourkanhapolicies
particularly for older workers and migrants (thdufe war for talents).
However, asilver society creates opportunities for the economy and
intergenerational solidarity.

3. Sustainable Growth and Resource Efficiency Climate and energy
management will change. LRAs need to adapt theirastructure to
changing climate conditions. They also should [z@naéd at the degree of
uncertainty about how an affordable supply of se@mnd low-carbon energy
can be assured. Rising pollution and consumptiorawf materials equally
necessitates a structural and common response.

4.  Territorial Governance and Urbanisation: Around 80% of the EU
population will be living in urban areas accompadniy rising urbanisation
and urban sprawl. For other LRAs, urban shrinkadlebe at the top of the
policy agenda. The growing demand on land, vulrler&zosystems and
habitats, access to clean water and air, healtbg, fmobility, and housing
call for more compact, greener and smarter cities.

5.  Technology, ICT and Communication The use of ICT and big data will
grow massively. They challenge privacy and pregesat opportunities for
the economy and the governance in all policy areR&s need to provide
more ICT training to harness the potential of bajadand accelerate well
informed decision-making. LRAs particularly need ¢wasp the often
neglected potential of involving citizens and besises in public governance
by centralising and opening their big data for free
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6. Political Governance and Democratisation Growing discontent and the
EU legitimacy crisis question the achievements Wfiktegration. LRAs and
the CoR are well placed to legitimise the EU anddcitizens closer to the
EU. Subsidiarity, more transparency and Europeatiapgentarism will
undoubtedly play a more important role.

7.  Globalisation and International Issues Global multipolarity continues to
characterise interdependence on an unprecedentalt. SERAs are
challenged to cooperate more on issues such a®rbordnagement and
immigration policy, but also liaise with cities ass the world to share
information and benefit from the opportunitiesmggsiurban middles classes
present.

For each of those trends, the action-oriented guresspoint out the core choices
that LRAs need to make in order to rise above thalenges. Well informed

policy formation and good implementation takes tiniae Horizon 2025 is just

around the corner and the representatives of LRWsIld realise that they have
little time to act.

The trends also present an important common, hatlakand transversal challenge
for the CoR: How can the CoR contribute? The Cofktha opportunity to become
the European knowledge hudndnetworkthat disseminates practical information
on how to address the LRAs challenges ahead. Ingutsie open method of
coordination, it could help LRAs in anticipatingetiorizon 2025. The CoR could
launch common guidelines, indicators, benchmarkamgl the sharing of best
practice in view of the Horizon 2025. It could alsald competitions among LRASs
in the different categories with grants and awdoisthe best bold and practical
ideas that will improve the Ilives of citizens in morrow's LRA.






1 Introduction

Good governance is based, among other things, dpa@sight and forward
looking exercises that allow decision makers tdlgpt their choice under a new
perspective. Like the European institutions anatrmdtional organisations, the
Committee of the Regions (CoR) has turned to folwdanning and foresight in
order to increase its ability to react to new pcdit and socio-economic
developments. The aim of this report is to identifg future challenges that will
confront the CoR and its Members, i.e. the Eurogeeal and regional authorities
(LRAS) over the medium and long term. In additiins report is a first step in the
Horizon 2025 process that aims to generating quesfior debate for the CoR and
the LRAs.

The report is structured as follows. The first getsets out the perceived current
state of play of European integration and preptgreground for the section on the
scenarios for the future of European Integratiarbsequently, the report presents
three scenarios, focusing on a Member State centedupranational and a
multilevel governance approach to European intemratThe third section
identifies the key policy domains, with challengexl trends and their relevance
for the CoR, the LRAs and individual policy aredke final summary ties in the
main findings and messages followed by the annexes.






2 European Integration: State of Play

The EU is in a state golitical, economic and social transition These transitions
are uneven with a different impact across the EesopJnion (EU), resulting in a
heterogeneous political, economic and social sdnaacross the EU Member
States, the European regions and cities. Some Eamnopountries, regions and
cities have witnessed a severe economic and fiakagsis with knock on effects
for political confidence and the society at largéile some of these countries are
seeing the first fragile green shoots of an econaetovery, they continue to be
seriously challenged on economic, political andiaodimensions. In contrast, a
number of EU Member States have experienced |lesseatc, political and social
strain. They arguably have benefited from a growaogfidence and even have
taken position among the global export leaders.

Strong global economic, political and social trengdsevenly reinforce these
ongoing transitions within the EU. External trensisch as global economic
restructuring, globalised production and manufaegyr and the worldwide
position of trade have an uneven effect on the @woes and politics across the
European countries, regions and cities, and thesnesmes toughen the
heterogeneous situation across the EU.

These ongoing European transitions and global @wargighten the level of
uncertainty about the state of the EU and raise doubts allongd to come.
Particularly their simultaneous and uneven effecthe EU, the EU member States
and regions and cities makdlifficult to predict the future . In his 2012 State of
the Union European Commission (EC) President, Maguel Durdo Barroso,
calls this a ‘crisis of confidence’ that requiresie@bate about ‘where we are now
and how we must move forwartlin response, EU institutions have given focus,
direction and lay out a vision that inspires poldscisions. The State of the Union
address of 2012 and 2013 and the European Parlian(ieR) foresight exercise
‘Preparing for Complexity’ are a case in paint.

At the same time EU institutions are also in thecpss of addressing several
economic and political challengesThe European crisis response has embarked

! J.M.D, Barroso, State of the Union 2012 AddressgsBourg, 12 September 2012, p. 2-3.

2 Barroso (2012) State of the Union. strassbourgrda (2013) State of the Union. Strassbourg, CHFG2B25
Long-term Trends Team (2013) The European Parliar@@25: Preparing for Complexity: The Answers.
Brussels, CSG Strategic Planning Team (2012) Thedean Parliament 2025: Preparing for Complexity.
Brussels.
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upon deep reforms for the economic and monetargnu(iEMU). The response
remedies the structural problems of the Euro, theofgean fiscal and financial
architecture and the integrity of monetary policihey contribute to the
stabilisation of EMU and aim at boosting sustairalgrowth and restoring
competiveness throughout the EU. These effort®aiteupon European solidarity
among EU Member States, European regions and.cklest importantly, they
also raise the question of political union as dazwoor and a debate on the future of
Europe.

Against this background, the upcomiimiropean Parliamentary elections in
2014 are crucial. Citizens across the EU will elecieav EP. For the first time the
European political parties will present their prede candidate for the post of
Commission President. The electoral choices of EWens will therefore not only
determine the composition of the Parliament bub dlsat of the Commission
President. These elections will generate a deblabeitathe possible future of
Europe, the post-2015 period and the possible icgvief the European 2020
strategy.

The debate on the future of Europe necessarilylwegoa discussion of a number
of external and internal shocksthat are expected over the coming decades. These
external and internal shocks preseatreral serious challengefor the EU, the
Member States and the European regions and citerstiee coming decades. Two
types of shocks and challenges are present: intem@ external shocks and
challenges. Internal shocks and challenges have ohnigin in the EU with a
proven influence on the functioning of local andjiomal authorities and their
capacity to participate effectively in Europeanegration. Examples of such
internal shock and challenges are the possiblaograg European solidarity and
cohesion, the reinforcement or weakening of EU guomsace, the level of
coordination and (de-)centralisation of budgetaryd aeconomic policy, the
potential for a revived community method or the rdegof a strengthened
democratic life in the EU.

External shocks and challenges relate to the eadtevorld but have a direct or
indirect impact on the EU, the local and region#tharities and their capacity to
participate effectively in European integration.aByples of such shocks and
challenges are global demographic changes and toigy&limate change, global
environmental calamities and global governance.

It is important to identify these external and mtd shocks and challenges and ask
specific questions about them f@ genuine debate about the future of
European integration and the impact on the CoR and the LRAs.
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3 Scenarios for the Future of European
Integration

European integration is characterised byuarven evolution of fits and starts
Over thelast 60 years,European integration has witnessed different ghdseng
which integration has accelerated, decelerated,cantpletely stopped in certain
domains to be followed by rapid and progressivegrdtion. During these periods,
European integration has wavered between the gnedéeand interventionism of
the EU Member States on the one hand and, on ke band, the empowerment
of the super-national institutions like the Comnaas the EP, the Court of Justice
of the European Union (hereafter the CJEU) andEtimepean Central Bank (ECB)
as well as the reinforcement of EU law. In thisteanh it is important to note that
the CoR is a relatively new body with gradually @xging powers since 1993.

Currently , the general perception is that EU integrationvigiessing a period

characterised by a growing role of the Member Statelividually as well as

through the European Council and the EU CounciMafisters. However, the

crisis response in the EU has also witnessed #msfer of competences from the
national level to the European level and in paldicto the EC and the ECB. The
combination of these two trends was already setation with the entry into force

of the Lisbon Treaty. The latter has increased dmnultaneously curtailed the
powers of the EC and the EP in areas such as hualyatulture and international
affairs.

Whether the current phase of EU integration is @pgned from the perspective of
the Member States or the EU institutions dependsthen preference of the
observer. It is also related to the general questizout the declared versus real
powers of European institutions and the politicahtext of the moment. This
observation also applies to the question of theegotaf LRAs and the CoR in the
EU institutional configuration and their future @opment. For instance, is there
sufficient margin to manoeuvre and opportunities¢o both collectively and, for
the CoR, as a representative institution?

The field of EU integration theory is vast and faasich tradition of theoretical
approaches that explain the emergence, functiorsind likely direction of
European integration. These approaches are chasaddy several dimensions,
but one recurrent and overarching dimension dorefmadt is defined by the degree
of intergovernmentalism versus the level of suptianalism of the European
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integration procesSAt the most basic level, this dimension presenspectrum
between state-centric and supranationalist penspsctinderlining that the EU is
likely to evolve between two extremes at each sidbe integration spectrum, i.e.
pure inter-governmentalism and complete supranaligm (see Figure 1). All
integration perspectives that anticipate more gs IEU integration are located
along this spectrurh.

Intergovernmentalism is arguably one of the mosilvead European integration
theories. Its most modern version is liberal inbegrnmentalism.At the opposite
end, neofunctionalism and its more recent incaonakinown as supranationalism
dominate the literature Even today, these two bodies of European integrati
theory still inform most of the academic work ore thubject and allow us to
consider the extent to which the EU has evolvedaah side of the integration
spectrum. These approaches generate hypothesegsr@ande us with internally
consistent predictions about the development ofildegration over the coming
decades.

3 Menon, Jones and Weatherill (eds.) 20Tke Oxford handbook of the European Uni@xford: Oxford
University Press, pp. 20-21.
Intergovernmentalism is represented by realismp-realism, liberalism and neoliberalism, liberal
intergovernmentalism and the EU of Member Stated #meir variations. Supranationalism epitomises
functionalist, neo-functionalist, supranationaltitigionalist, federalist and political union appahes and their
variations.

® Moravcsik (1999)The choice for Europe: social purpose and state grdinom Messina to Maastricht,ondon:
UCL Press.

® Haas (2004) The uniting of Europe: political, stciand economic forces, 1950-1957, Notre Dame; Ind
University of Notre Dame Press, Schmitter (1969)re€h neo-functional hypotheses about international
integration, Berkeley: University of California, I8uitter (1970) A revised theory of regional intega,
Berkeley: University of California, Sandholtz antbi®e Sweet (1998) European integration and supoarst
governance, New York: Oxford University Press.
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Figure 1: The European Integration Continuum
Intergovernmentalism < l > Supranationalism

(EU Nation States) (Erstitutions)

Multilevel Governance
(Supranational, National, Suborai and Transnational Actors)

Despite the prevalence of intergovernmental andagigtional approaches, more
practically-oriented territorial and governance r@aghes to European integration
have emerged in recent decades. They represenpepgves that do not
necessarily explain the origin and direction of &agan integration but rather
account for the everyday mechanisms of EU decisiaking and the functioning
of the EU institutions. In contrast to the intergawnmental and supranational
perspectives that depart from the EU as an intiagramternational organisation,
these approaches draw on comparative politics awision-making literature.
They analys¢he EU as a political systenand emphasise the governance role, the
different institutions and the daily interactiomsthe EU.Multilevel governance
theory is a leading contender of this approach iangarticularly relevant in the
context of the CoR and the LRAs.

The three approaches that make up the selectemtlire review (see Annex 2),
l.e. Liberal intergovernmentalism, supranationaliamd multilevel governance,
generate and answer questions about where Eurapegnation stands today and
where it is heading in the more medium and longar They allow us to develop
ideas about trends such as the evolution of Eurogehdarity and cohesion, the
reinforcement or weakening of EU governance, thellef coordination and (de-)

centralisation in general and on budgetary and @oonpolicy, the potential for a

revived community method, and the degree of a gthemed democratic life in the
EU. They also allow us to formulate overarching dtheses that gauge the
tangible outcomes and challenges that EU interrexids generate and their
influence on the functioning of the LRAs in the t@xt of the territorial model of

the EU. They provide us with an idea about thetiteiahip between the CoR and
the LRAs and the process of European integratiammFthis perspective,

theorising European integration is nrt pour l'art but rather an important

! Hooghe and Marks (2008 ulti-level governance and European integratibapnham, MD: Rowman & Littlefield
Publishers.
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condition for successfully shaping internationabgeration in a hitherto turbulent
twenty-first century. For a more schematic set up of the foresight teporthe
Challenges at the Horizon 2025 see Figure 2.

8 Leuffen, Rittberger and Schimmelfennig (20I8jferentiated integration : explaining variatiom the European
Union, Basingstoke: Basingstoke: Palgrave Macmillan, 2p1268.
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Figure 2: Horizon 2025: Overall Set Up

Horizon 2025: Overall set up

Intergovernmentalism Supranationalism Multilevel Governance
Scenario 1: Scenario 2: Scenario 3:
EU Member States EU Institutions (major leap (The Middle Way: linear
(limited progress on EU forward on EU integration) progress)
integration)

3 Perspectives:
EU Member States 25 Key Cha_llenges
EU Institutions e 125 Questions

Multilevel Governance The Reflections

EU Integration EEEE—— 5 Key Parameters
Process (literature)




3.1 Scenario 1:1ntergovernmentalism — A Europe of Nation
States

Following the main predictions of the intergovermiadist approach, European
integration over the next decades is likely to ree@roundthe Member States
with the Council of the European Union (the EU Council, the Council of
Ministers or simply the Council) and especialhe European Council in the
driver's seat. Some observers argue that the EU €laarmd the European Council
have strengthened and expanded their influencewoly the Lisbon Treaty and
the financial and economic crisis that erupted @72 The Member States will
continue to give clear direction to the developmainthe EU, particularly in the
area of financial and economic policy, owing toitimembership of the two most
important EU institutions: the European Council &tdl Council.

The intergovernmentalist perspective makes a nuroberedictions about the
future of EU integration. These predictions camplications for the legislative
procedures, the evolution of parliamentarism inEkkand the role of the CoR:

* EU integration will continue to be state centricdathe most powerful
Member States remain the primary decision-makersn the EU. They
shape the future of the EU integration processrdaug to their respective
interests and preferences.

* Inter-state bargaining and the relative power of tle Member Statesin
the European Council and the EU Council will conérto account for the
future outcomes of EU integration.

« Therole of EU institutions is limited to their designated role with the
Member States as gate keepers. EU institutions/ dimited autonomy and
their influence on the EU integration process isoséary and in line with
the Member States’ preferences.

® Schoutheete and Micossi (2013) On Political UnimEurope: The Changing Landscape of Decision-Mglind
Political AccountabilityPolitics and Institutions, CEPS Essays.
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» Under the intergovernmentalist perspective, theyttenf the most powerful
Member States dominates the ordinary legislative mrcedurevia the EU
Councif®. Also the Member States’ influence in the EuropParliament is
expected to prevail as opposed to the influendbefEU institutions or the
EU political party groups. In addition, the EU Caiins expected to make
more use of the special legislative procedurehere the Parliament’s role
is limited to consultation or approval.

+ The future evolution of European Parliamentarisefingéd as the growing
cooperation between regional and national parliasnamd the European
Parliament, will be piecemeal. Instead, the rol¢éhef nation state will grow
within the EU at the expense of the internal deedised division of powers,
which would be considered in the context of a numnetralised state.

Background Box 1
The Regional Dimension of the Intergovernmental Pepective
Impact on the CoR and the LRAs

19°)

The intergovernmentalist perspective expects Ewmopetegration over th
next two decades to revolve arouhd most powerful Member Stateswith
the EU Council and theEuropean Council firmly in the driver’'s seat. Th¢
Member States will remain the gate keepers forh@urttransfers of
competences to the European level. Member Statésige to represent the
central arena and channel for interest and preteréarmation in the EU. I}
puts the Member States in a central position ofrdioator and negotiator
strengthening their intermediary function betwdanEU levels and the local
and regional levels of governance. As a result, Nlember States will
remain the most important venue through which the LRAs and the CoR
can influence EU decision-makingSome regions could even strengthen|the
Member States’ role as an EU policy setter giveat they are their main
interlocutors in the EU Council and European Council

\U

10 For the dynamic in the EU Council on contestedgi@cs see Van Aken (2012) Voting in the Counciltlod
European Union:Contested Decision-Making in the@&duincil of Ministers (1995-2010). Stockholm.
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Under the intergovernmentalist perspective, theyltenf the Member Statgs
will dominate theordinary legislative procedure via the EU CouncilThe

Member States’ influence in the European Parliament is expected f(
prevail as opposed to the influence of the EU institutionthe EU political
party groups.

A

The EU Council is also expected to make more ushadpecial legislative
procedure where the Parliament’s role is limited to mere stdtation or
approval.

Another implication of the intergovernmental logis that national
governments are likely toeoccupy devolved areas of competence as|a
result of the growing concentration of power in theEU Council of
Ministers Against this background, the expanding competentdhe EU
that come with the widening and deepening of Elégration overlap with
areas devolved to regional governmeifiisis process can be expected tp
narrow the opportunities for the non-state governmats or other actors
such as LRAs and the CoR. This process exemplifiegyss of ‘reversal,
retrenchment and renationalisation’ of EU policies.

One example i€U economic and fiscal policy makingThe main respons
to the financial and economic crisis has come frim Member State
through the EU Council and the European Council whth Fiscal Compag
as a guiding intergovernmental treaty outside the dfructure. Over thg
coming years the Fiscal Compact will make the wfldudgetary balanc
irreversible and Member States agreed to incorpdoalanced budgets
their national legislation. The rule will have siiggant impact orLRAs who
tend to be EU policy receivers As a result, the Member states have
reinforced their position in terms of EU policy agrisis management.

S50 =
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The intergovernmental perspective on EU integratialso expects
limitations to the autonomy of EU institutions and he CoR. The CoR
continues to be regarded as an advisory and cafiseltbody only,
perhaps at least provide a voice for LRAs. Its netweapabilities ag
coordinator, interlocutor, mediator and expert ldely to be downplayed
In this context, the integovermentalist perspectaspects little or ng
expansion of the CoR’s prerogatives in terms of thesaltative role andl
competences throughout the legislative procedutesanthey serve the
Member States’ interests and preferences.

1S4

These intergovernmental predictions stands in sleargrast to what &
supranationalist approach of EU integration wouipest.

This is likely to create tensions between the Mantbiates’ centripetd|
forces and the subsidiarity principle where thegyences of the Membar
states are conflicting with the more decentralipegferences of the CoR
and its MembersThe CoR is therefore challenged on whether and hoy
it will use its right to bring an action before the CJEU if the subsityiar
principle is breached.

Finally, the intergovermentalist perspective wowgpect a piecemea
evolution of European Parliamentarism, defined as the growing
cooperation between regional and national parliasnend the European
parliament. While some progress is likely to be engtven the legitimacy
crisis in the EU, the Member States and nationdigmaents would remain
the primary locus for legitimising the EU.

1=~

These intergovernmental predictions stands in sleargrast to what 3
supranationalist approach of EU integration woulpeet.
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3.2 Scenario 2: SupetNational Governance — ‘Féderation
d’'Etats-nations’

The supranationalists expect thaU supranational institutions such as the
Commission and the CJEU often play a decisive angpbi@ddent role in advancing
EU integration. EU liberalisation of telecommunioas, the electricity market, air
transport, the development of EU level higher etlangolicies, the production of
EU rules for financial services, the emergence Of ttansport policies and EU
wide rights for immigrants are all cases in polntthese areas, supranationalists
predict thattransnational exchange the authority of the EU institutions and
supranational-rule making move together often enough to matter a great tdeal
the overall course of integration. Their influeniceludes treaty revisions, the
extension of new competences to EU institutiongnas, advisory bodies and
policy-making within established legislative proses.

Supranational governance approaches generate fowpgof testable expectations
about the development of EU integration today amaorrow-:

* Increasing cross-border transactions will lead to geater activity on the
part of supranational organisations and to the expasion of
supranational rules in the EU. In a recursive process, expanding
supranational rules should lead to higher levelsro$s-border transactions.
Those sectors in which cross-border transactiorsnare numerous and
important should move faster and farther towardrangtional governance
particularly in respect to EU-level rules and regioins. The growth of the
supranational rules should lead to increases imtingber and the activity of
interest groups at the EU level. The most receabge is the activity in the
domain of economy and finance. The evolution alscoaraged LRAs to
compete and co-operate with each dther

» The expansion of EU rules and regulations will incrase supranational
dispute resolution such as the activity of the CJEU and also the ECB in
regard to financial regulation.

1 sandholtz and Stone Sweet (2012) Neo-Functionadisoh Supranational Governance, in: menon, Jones and
Weatherill (eds.Yhe Oxford Handbook of the European Uni@xford: Oxford University Press, p. 25. .

12 Heinelt and Niederhafner (2008) Cities and orgahiinterest intermediation in the EU multi-levelstgm,
European Urban and Regional Studi&§, 173-187.
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EU institutions like the Commission and the CJEU will routinely
produce supranational outcomes that the EU Member &tes would not
have produced on their own These supranational outcomes as well as the
ensuing governance will routinely produce outconieg conflict with the
revealed preferences of the most powerful MembateSt

Under the supranationalist perspective the weight fothe European
Parliament dominates the ordinary legislative procdure. As opposed to
the influence of the individual Member States thiathe European political
party groups is expected to prevail in the EU Cdunidne use of the
special legislative procedure would be exceptionalThe role of the
Commission at the initiation, negotiation and impéetation phase will also
grow considerably.

The future evolution of European Parliamentarism, defined as the
growing cooperation between regional and natioraligments and the
European parliamentis expected to growto legitimise supranational
governanceThe role of the European Parliament will tower overthe
national and regional cousinsThe importance of the nation state in the EU
would diminish and the internal division of powethe decentralisation
processes) will progress apace and increasinglye e purpose of further
EU integration and supranational governance.

The supranationalist approach expects thdt supranational institutions
often play a decisive and independent rolen advancing EU integration).
Supranationalist perspectives predict that tramsmalt exchange, thg
authority of the EU institutions and supranationdé making move togetheg
often enough to matter a great deal to the oveaalise of integration.

Background Box 2

The Regional Dimension of the Supranational Perspdue
Impact on the CoR and the LRAs

11°)

=
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They weigh on treaty revisions, the extension ofv remmpetences to ELl
institutions, agencies, advisory bodies and pat@king within established
legislative processes. The EU Member States woalchave produced sugh
supranational outcomes on their own.

The observation that supranational institutions| wakct independently
following their own interests and preferences h&ighthe importance and
role of the CoR. HencekU institutions are the most important venue
through which the LRAs as well as the CoR can influece EU decision-
making.

Under the supranationalist perspectyrewing cross-border transactions in
the EU will result in the expansion of supranationalrules and become
self-reinforcing mechanism. Not only will the CoRrfp@pate in this proces
but it will be increasingly active. Its activity Ivbe highest in those secto
with higher cross-border transactions and more &tdilrules and regulation
In such contextthe CoR’s activity can take different forms rangingfrom

networking to knowledge dissemination and consultan. These activities
will facilitate enforcement and implementation of EU legislation. With

approximately 2/3two thirds of EU legislation implemented by localda
regional authorities in the Member States this el@nis most relevant to the
CoR and the LRAs over the next two decades. As theeXpRnds its activity
and competences over time and becomes a poliagr,stte supranationalist
dynamic predicts that it increasingly will becorhe target of interest groups
lobby campaigns.

U)

-

S

|92)

Furthermore, the supranationalist perspective expds that cross border
transactions evolve along sectoral lines and EU poli domains For
instance, the dynamic of the Structural Funds l@ksan important impact on
the EU as bearers of new ideas about regional dev&nt, social partnership
and innovation. Another example is the growing gnéion of the Singlg
Market with rising sectoral cross border transaxtiand the expansion of EU
regulations. The evolution has encouraged LRAs tapsie and co-operate
with each other. Such supranational policy outcoanedikely to continue angd
encourage the territorial dimension in the Europasegration process.
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The expansion of EU rules should also increase asagpional dispute

resolution. The CoR’s new power under the Lisbon firéa bring an actior
before the CJEU if theubsidiarity principle is breached becomes particula
important. The supranationalist approach would eixpegular but conflictua
interactions between the CoR wishing to bring astiand the Member State
These interactions serve the allocation of authodat the national ang
European level and will enhance the power and Nitgiof the CoR. As a
result, the clearer definition of the principle of subsidarity and the early

warning system would also progressively expand th€oR’s supranational

influence.

Under the supranationalist perspective, the weiglit the European
Parliament will dominate the ordinary legislative procedure. European
political party groups are expected to prevailiia Council as opposed to tl
influence of the individual Member States. The ab¢he special legislative
procedure will be exceptional.The role of the Commission at the initiatig
negotiation and implementation phase would alsavgronsiderably.

Finally, to legitimise supranational governance thd#ure evolution of
European parliamentarism, defined as the growing cooperation betwse
regional and national parliaments and the Europaailment,s expected to

become a centralfeature of EU integrationThe role of the European

Parliament will tower over the national and regiotausins.The importance
of the Member States as a locus of legitimacy walicinish, and the interne
division of powers (the decentralisation processuld progress apace ar
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serve the purpose of further EU integration andangtional governance.
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3.3 Scenario 3: Multilevel Governance: A Middle-ground
Approach

Following the multilevel governance perspectiverdpean integration and EU
decision-making will be characterised as follows:

» Member States are likely to become part ofmaltilevel polity and
progressively lose control over EU decision-makiBtate sovereignty will
increasingly be compromised at national and intenal level. Subnational
actors will mobilise directly in the European ardhat is beyond the reach
of the Member States. To extract concession, maasiodns irreversible
and set up self-binding strategies Member Statds ssmetimes even
encourage the subnational actors to engage witEthé

» The Single Market process will be driven by multilevel governance
approaches relying on European regulation and palidy. Self-regulation
and delegation of decision-making authority to stette actors and public-
private networks of actors at various levels of ggoance for policy
implementation will feature prominentfEconomic policy making
increasingly takes place at the EU level, puttimgspure on the size of
government and creating new governance and panipemsgreements
involving markets and civil society.

» The transfer of decision-making will credgensions between state-centric
and multilevel governance approachesSuch tensions will come to the
fore during important European integration periadgen diffused authority

13 Hooghe and Marks (200IMulti-level governance and European integratidcenham, MD: Rowman &
Littlefield Publishers, pp. 71-73, Moore (2007) Timepact of Devolution on EU-Level Representatiomitish
Regional Offices in BrusselRegional & Federal Studie4,7, 275-291, Heinelt and Niederhafner (2008) Cities
and organized interest intermediation in the EUtmeVel systemEuropean Urban and Regional Studiés,
173-187, Niederhafner (2010) Stadte im EU-Mehrehsygtem 2030 : Anmerkungen zu den Potenzialen einer
besser integrierten lokalen Ebene - Cities in thentiilti-level system in 2030 : comments on the pt&d of a
better integrated local level., in: Abels, Epplad&nodt (eds.pie EU-Reflexionsgruppe 'Horizon 2020-2030":
Herausforderungen und Reformoptionen fiir das MedmehsystenBaden-Baden: Nomos Verlag.
Tommel and Verdun (2009)nnovative governance in the European Union : thditigs of multilevel
policymaking, Boulder Colorado: Lynne Rienner Publishers, FobésdVessel and Wouters (eds.) 2008.
Multilevel regulation and the EU : the interplaytheen global, European and national normative peses,
Leiden: Leiden : Martinus Nijhoff, 2008, Golonka Mievel Regulation and the EU: The Interplay betnwe
Global, European and National Normative Processéslited by A. Follesdal, R.A. Wessel and J. Wouters
JCMS: Journal of Common Market Studiég, 682-682.
15 Jonathon Perraton and Wells (2004) Multi-Level &awnce and Economic Policy, in: Bache and Flindeds.)
Multi-level governanceQxford: Oxford University Press.
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and shared control are challenged with differebnhational actors turning to
their respective Member States, particularly inwief the national
competences to redistribute wealth.

* Multilevel governance approaches reinforce vertiahd horizontal
partnership principles and practicesamong local and regional authorities,
national governments and the EU as well as betvWeesl and regional
authorities and civil society. Such partnershipk lead tointegrated policy
making. In certain areas of EU activity poliexperimentation at local and
regional level is part of multilevel governance Isuas the strategy for
growth and jobs and at the level of the social dgemnovation policy,
cohesion policy, sustainable development and difience'®

* Multilevel governance perspectives expect tlempowerment of
technocratic actors, sub-national actors and institions and the
reinforcement othe partnership principle and civil society!” However,
the prevalence of informality with a central rote hon-state actors, public-
private networks and informal coordination patteesves as a strategy for
political interests to escape or bypass regulati®ugh an un-level playing
field for political actors could potentially lead problematic outcomes and
regulatory captur€ The observation questions the legitimacy,
accountability and the democratic character of rastelasingly politicised,
internally fragmented EU that addresses crossmatissues located along
the left-right political spectrum that go beyonapor anti-integration.

» Multilevel governance predicts the further expansiof the ordinary
legislative procedurewith equal involvement of the European Parliament
and the EU Member States. Working closely with eaxther, both
institutions will duly take account of local, regal, national and European
political perspectives. The role of the Commissam initiator, negotiator
and at the implementation phase would play an epaslin the ordinary

18 The committee of the Regions (2009) The Committeéhe Regions white Paper on Multilevel Governance
Brussels.

17 Moore (2008) A Europe of the Regions vs. the Regitm Europe: Reflections on Regional Engagement in
BrusselsRegional & Federal Studie48 517-535, Kern and Bulkeley Cities, Europeanizatod MultiClevel
Governance: Governing Climate Change through Titigmal Municipal Networks*, JCMS: Journal of
Common Market Studiedy, 309-332.

18 beters and Pierre (2004) Multi-Level Governancg Bemocracy: A Faustian Bargain?, in: Bache anddelis
(eds.)Multi-level governanceDxford: Oxford University Press.
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legislative procedure. Thepecial legislative procedures would no longer
be needed in a partnership.

The future evolution of European Parliamentarism, defined as the
growing cooperation between regional and natioraligments and the
European parliamentvill become a dominant feature of the new EU.
Regional and national parliaments will work in parghip with the
European ParliamenThe consultative practices bestowed upon advisory
bodies of the EU such as the CoR would increasipligly an important role.
The internal division of powers and decentralisatiwocess would advance
significantly and all levels of the Member States ahare responsibility for

EU governance.

Background Box 3

The Regional Dimension of the Multilevel Perspective
Impact on the CoR and the LRAs

The advent omultilevel governance approaches puts territorial hinking
left, right and centre. Multilevel governance expects that over the rext

decades the state can no longer be expected topwois® all relationships

between its constituent territories and the extewwld. Instead, comple)
patterns of diplomacy and inter-regional networkii§l continue to evolve

within and across undisputed but porous borderanirEU of 28 Member

States.

The CoR and LRAs will play an economic, politicalcisd and institutional
role and will in many cases strengthen their posiin the wider Europea
and global markets and political arenas. PartiqulaRAs will operate to

varying degrees, at different decision-making Isvahd will no longer be

encased within state borders.

Multilevel governance predicts that a growing multtude of transnational
and cross-border bodies will provide policy spacedor non-state
territorial actors. This is likely to happen in a fragmented and dédfdiated
way, according to territories, policy sectors andamisations. Multileve

governance therefore provides scope for a newigakltip between LRAS$

and the Commission that goes beyond the Structbradds. This ig
happening for instance in the area of EU foreiglicpo

A4

N

v
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Other areas such as innovation policy and morentdoems of economic policy
making have also developed in this direction. These possibilities rest on the
need for better intelligence, a horizontal pergpecbn European policies and
improved implementation.

Multilevel governance predicts that a growing multtude of transnational
and cross-border bodies will provide policy spacefr non-state territorial

actors. This is likely to happen in a fragmented and ddfeiated way,
according to territories, policy sectors and orgations. Multilevel governance
therefore provides scope for a new relationshipwbeh LRAs and the
Commission that goes beyond the Structural Fundss & happening for
instance in the area of EU foreign policy. Othexagrsuch as innovation policy
and more recent forms of economic policy makingehalso developed in this
direction. These new possibilities rest on the néwdbetter intelligence, a
horizontal perspective on European policies andavgd implementation.

Multilevel governance expects the CoR to play a gvang role in furthering

EU integration. As an advisory body, the consultative role islitki® gain in
iImportance based on its representative function aode of the LRAs.
Moreover, the CoR will be increasingly consulted ifsmetwork capabilities als
coordinator, interlocutor, mediator and expert. tms context, multileve
governance expects the expansion of the CoR’s pagveg in terms of thg
consultative role and competences throughout theslégive procedure. Th
evolution is likely to lower the pressure on theRZo role as custodia
subsidiarity principle. As the decentralised prefees of the CoR and i
Members are taken on board in EU policy, the sudnsig principle is less
likely to be breached and the right to bring anoacbefore the CJEU will b¢
less likely to be exercised.

a" — (D \1"4

U

The growing role of the CoR as a representative bodfpr a heterogeneous
membership also entails a competency challenge.

With more policy involvement comes more responsibiland need foi
effectiveness. The various policy actors and nekware likely to raise issugs
for the effective functioning and the emergenceaahore homogenous third
level of European representation. Against this gemknd,the heterogeneity of
membership is likely to encourage reform of the CoRwith more
recognition of the differences among its members antheir respective roles
in the EU policy process.
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Multilevel governance predicts thexpansion of the ordinary legislativi
procedure with equal involvement of the Europeanlidaent and the EU
Member States. Working closely with each others¢hastitutions will duly
take account of local, regional, national and Eaeoppolitical perspectives. The
role of the Commission as initiator, negotiator athdhe implementation phase
would play an equal part. Thepecial legislative procedures would no longe
be needed

=

However, multilevel governance also predicts ith@easing politicisation of
EU decision-making. Th@ermissive consensu®f the past decades will he
replaced with aconstraining dissensuson European integration. Identity
politics in the LRAs will become a critical factar shaping contestation in the
EU.

These factors will be decisive for the future evoln of European
Parliamentarism, defined as the growing cooperabetween regional and
national parliaments and the European parliamengioRal and national
parliaments will work in partnership with the Eueam Parliament.

Finally, at the Member State level the internalision of powers and
decentralisation processwill advance significantly and all subnational éév
share responsibility for EU governance. While anientarism will become a
dominant feature to legitimise EU decision-makinf also be challenged fron
an efficiency and effectiveness point of view.

—
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3.4 Conclusion

Intergovernmental and supranational approachesrepresent longer established
perspectives on European integration. They prowadeaccount of European
integration and their predictive power goes beytiraddebate whether EU policy-
making is more or less intergovernmental or sugranal. They provide us with
future markers about the direction of the EU inddign process that veer between
state-centred and supranational road signs withr-clet implications for the CoR
and its members. Most likely, the EU is bound to dieracterised byoth
elements and mechanism for rule-making.

The third approach presented in this studymsltilevel governance which
analyses the daily activities of European decisi@aking. Whereas it does not
provide us with clues about the origins and thedion the EU, it presents a
picture of how the EU will look like over the comgindecades. Multilevel
governance expects that the territorial dimensibrEoropean integration will
continue to be a prominent element of Europearntig®lover the next decades.
European integration will continue to be charastatiby decision-making at the
state, sub-state, supranational and transnatievald. The CoR and LRAs will
play an economic, political, social and institutbmole and will in many cases
strengthen their position in the wider European global markets and political
arenas. Particularly, LRAs will operate to varyinggcees, at different decision-
making levels and will no longer be encased wistate borders.

The three governance approaches of European ititmgrandividually also
generate hypotheses that highlight the trends]estgds and opportunities for the
European integration process, the CoR and its menibername but a few these
relate to reversal, retrenchment and renationaisatf EU policies, politicisation,
democratic accountability and legitimacy, repreagon, and budgetary policies.
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4 The identification of key trends, challenges
and opportunities

4.1 A Growing Need for Foresight and Strategic Planning

How will the EU and the world look like in the fuk? What are the key trends
over the coming years? Do these trends represatiecges and/or opportunities?
To give answers to these questions a growing nurnolbgoublic and private
institutions turn to foresight exercises and sg@&t@lanning. They seek solutions
to ongoing, emerging and new interconnected trectti)enges and opportunities.
The foresight studies lower the levels of uncetya@bout the future particularly in
times of transition.

All EU institutions have engaged in foresight exs¥s with extended time
horizons of planning and prediction. One of the me@sent is the European
Parliament 2025 report ‘Preparing for Complexity’lt has allowed the
Parliament’s stakeholders to build their own visairiong term major trends that
are likely to impact their mission and working pgeses. The report identifies
structural changes to be initiated in order to pregghe European Parliament for a
much more complex and challenging environment i@ years to come. The
European Council also engaged in forward plannintp whe ‘Project Europe
2030, Challenges and Opportuniti&s'The report is the outcome of lengthy
debates and discussions among the members offketioln group. Its focus is on
the challenges of the EU in 2030 and how the EUhiegldress those. Equally, a
number of European Foreign Affairs Ministers formeedeflection group on the
‘Future of Europe’. The informal and open dialogareong the ministers focused
on organisational and structural change in the Etheadecisive juncture between
the sovereign debt crisis and the ever acceleratiogess of globalisatio®.

The European Commission has established the mtstsxe and diverse forward
looking activity and research in foresight and &asting through the European

19 Wwelle (ed.) 9 April 2013Preparing for complexity, European Parliament in280 Going global, going local,
going digital, Final report by the Secretary-GenkiBrussels: European Parliament.

% Reflection Group on the Future of the the EU 2(0BMay 2010) Project Europe 2030, Challenges and
Opportunities, A report to the European Council thg Reflection Group on the Future of the EU 2030.
Luxembourg.

21 Westerwelle (ed.) 17 September 20Ehal Report of the Future of Europe Group of FgreiMinisters of
Austria, Belgium, Denmark, France, Italy, Germabyxembourg, the Netherlands, Poland, Portugal apdiig
s.|. See also Abels, Eppler and Knodt (eds.) 20D EU-Reflexionsgruppe 'Horizon 2020-2030":
Herausforderungen und Reformoptionen fur das MetmehsystenBaden-Baden Nomos Verl.-Ges.
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Strategy and Policy Analysis System (ESPAS). Iteceva broad spectrum of
topics and horizons including the inter-institutbrlynamics among the different
EU institutions?* The ‘Global Europe 2050’ research ‘provides imagiepgossible
futures’ that combine visionary thinking with plausty and stimulates policy and
decision maker¥. The research is supported by Eurostat data argisasia This
thinking is also reflected in the Commission Presitge State of the Union
addresses of the last two ye&r€ften the Commission’s foresight exercises
broaden the horizon and include global foresiglalysing trends and challenges
such as the rise of Asia and socio-ecological ttiansin the world®. The thinking
reflects the foresight endeavours of global inteomal organisations such as the
United Nations (UNY, the International Monetary Fund (IME&)and the World
Bank® These reports include long-term global scenaidso the Organisation for
Economic Cooperation and Development (OECD)s actively engaged with
future scenarios for the world.

Finally, many private institutions, think tanks amdiversities also engage in
strategic foresight sometimes in cooperation with iBstitutions* or alone®> A

22 European Commission (2010c) European Forward lmapictivities: EU Research in Foresight and Forecas
Brussels.

23 European Commission (2011c) Global Europe 2050s$&4ls.

24 K onstantinos Giannakouris (2010) Regional popaiaprojections EUROPOP2008: Most EU regions faderol
population profile in 2030Population and social conditiond.uxembourg, Giampaolo Lanzieri (2011) The
greying of the baby boomers: A century-long viewagking in European populatioroipulation and social
conditions. Luxembourg, Eurostat (26 August 2008) Populatioojgetions 2008-2060, From 2015, deaths
projected to outnumber births in the EU27: Almdstee times as many people aged 80 or more in 2060.
Luxembourg.

%> Barroso (2012) State of the Union. strassbourgrd3a (2013) State of the Union. Strassbourg.

26 European Commission (2009) The World in 2025: iRjghsia and Socio-Ecological Transition. Brussels.

2" United Nations (2012a) Prosperity of CitiS&tate of the World's Cities 2012/20Ngew York.

%8 |nternational Monetary Fund (October 2013) Traos& and TensionsNorld Economic OutlookWashington
D.C.

29 Worldbank (January 2013) Assuring growth over thedium term.Global Economic Prospect§Vashington
D.C, Worldbank (2013) CHINA 2030: Building a Modetidarmonious, and Creative Society. Washington DC,
Worldbank (January 2012) Uncertainties and vulriétigs. Global Economic Prospect@ashington D.C.

30 Organisation For Economic Cooperation and Devekmni2012b) Economic Outlook, analysis and forecast
Looking to 2060: Long-term growth prospects for terld. Paris, OECD (August 2010) Trends in Urbatien
and Urban Policies in OECD Countries: What Lesgon€hina? Paris.

31 Wwelle (17 September 2013) Global Societal Tremus$ the EU:Democratic progress, citizen's empowetraen
the European leveEuropean Strategy and Policy Analysis System (EpBASssels.

32 Annika Ahtonen, Andrea Frontini, Hans Martens aivés Pascouau (3 May 2013) Think Global - Act Ewam
Brussels, Balfour and Raik (17 January 2013) Edogpphe European Union for the 21st century. Brissse
Schoutheete and Micossi (2013) On Political UniorEurope: The Changing Landscape of Decision-Making
and Political AccountabilityPolitics and Institutions, CEPS Essay=abbrini (1 June 2012) After the Euro
Crisis: The President of Europe - A new paradigmirioreasing legitimacy and effectiveness in the Btlitics
and Institutions, EuropEos Commentarid¢einhilde Veugelers (ed.) 201Blanufacturing Europe's future,
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recent case in point is the report ‘Now for the goherm’, which explores the
impact of trends on future generatighs.

The present report on the ‘Challenges at the Hor@26' draws and builds on
these foresight exercises and strategic plannipgrt® to systematically identify
and select trends and policy areas in relationhto €©oR and LRAs. In close
cooperation with the CoR services an initial 25 teerathd challenges were
selected. These trends and challenges were discums#® ranked within the
Leuven Centre for Global Governance Studies and uwgdrice of the CoR

services (see Annex 1: 25 identified trends andleinges ranked according to
relevance within each overarching theme or paramellowed by an overall

relevance ranking of the trends and challengeshi®rCoR and the LRAS). After
thorough consideration these trends and challemggs future regrouped and
related to seven policy domains comprising bundfgmlicy areas.

4.2 Seven Policy Domains, Trends and Challenges and les
for Debate

Seven policy domains with relevant challenges thepgean LRAs and the CoR
would be faced with in 2025 are selected for ihitieflections. They are: 1)
finance and economy 2) societal issues3) sustainable growth and resource
efficiency; 4) territorial governance and urbanisation; 5) technology, ICT and
communication; 6) political governance and democratisation and, 7)
globalisation and international issues and the glad role of Europe. For each
policy, domain the report provides a critical ndwa identifying key trends,
challenges and opportunities highlighting potenpéfalls for EU policies and
future decisions while bearing in mind the rold&As and the particular position
of the CoR members. Finally, the study formulatesoa-oriented questions for
debate. The set of action-oriented questions cadegdebates between CoR
members and experts in a subsequent step of thead&025 process.

Brussels: Breugel, Pisani-Ferry (26 October 2012¢ kKnown unknowns and the unknown unknowns of the
EMU. Breugel Policy ContributionBrussels.

33 Oxford Martin Commission for Future Generationgt@er 2013) Now for the Long Term: The Reportlad t
Oxford Martin Commission for Future Generationsf@d.
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Policy Domain

Nr

Trend

Challenge

1 Finance and Economy 1 | Rising regional disparities at the level |dPromoting convergence amofpg
growth, employment and investment |ihRAs and increasing economic,
LRAs and connecting infrastructure social and territorial cohesign
across the EU
Generating economic growth ahd
jobs
Generating investment
2 | Increasing national, regional and loc&onsolidating budgets
budgetary ~ deficits and  diverginGaricipation of LRAs in
Investment patterns in LRAs European semester planning gnd
realisation
3 | Growing erosion of European solidarity Growing need to solve problems
together and built joint policies
2 Societal Issues] 1 | Ageing and uneven populatioiisrowing dependency rations
Demography, Solidarity, developments Creating age-friendl)
Individual Empowerment, infrastructure
Migration Changing family structures
2 | Solidarity and rising healthcare apBeforming health care
pension costs and growth of third agencouraging older age
economy employment
Increasing labour market
participation
3 | Growing individual empowerment Need for LRAs te lctively
involved
Silver economy presenis
opportunities
4 | Growing immigration and problems pHigh labour market barriers

integrating minorities

High social integration barriers




Policy Domain Nr | Trend Challenge
3 Sustainable Growth and|1 | Growing scale and urgency of climat&reater clarity and consistengy
Resource Efficiency change from policymakers
Further cuts in greenhouse das
emissions
2 | EU energy security Redirection towards low carbdn
capital
Sustainable infrastructuile
investment
Creating cleaner and mofe
energy efficient technologies apd
creating a true common enerpy
market with pan Europegn
energy networks
Growing need for clean power
investment and (shale) gas futyre
3 | Rising consumption of raw materials a

water.
Rising pressure on land and global fg
insecurity

with a special role for th

atbmmon agricultural policy

n@rowing need for food security

4 | Growing vulnerability of cities to climateGrowing need for infrastructure
change adaptation
4 Territorial Governance | 1 | Growing global and EU urbanisation Need to addrsissnking and
and Urbanisation stagnating cities
2 | Growing urban sprawl and urban-rurabrowing need for territorig
synergies in the areas of recycling, fogdashlance with compact and gre
and renewable energy production cities in Europe
Growing urban rural relations
3 |Increased stress and damage | leed to protect the country sid¢

ENn

vulnerable ecosystems and habitats

T




Policy Domain Nr | Trend Challenge
4 | Limited and declining EU cohesion fundsleed for smarter local
and infrastructure investments investment and cooperatign
between territorial units sharirjg
costs and profits.
Need for regional specialisatign
strategies
5 Technology, ICT and|1 | Growing availability of big data and théNeed to harness the opportunitles
Communication data deluge of data availability
Need for big push to explot
ocean of information
Need to guarantee privacy pf
data
2 | Growing pressure on LRAs to betteNeed to promote key enablifg
understand society, use of big data| tachnologies
areas such as e-health and e-education
3 | Fragmentation of regulatory approach| ideveloping a common approach
ICT and big data
4 | Growing knowledge about citizensGrowing need to help make wejl-
choices and preferences and the dawninoformed public choices
internet of things Growing need to understafd
society
Growing need to understanfd
society
5 | Continued importance of communicatin@rowing role of the CoR and

the EU

LRAs to communicate the EU

6 Political Governance and
Democratisation

Growing need to restore citizern
perceptions about voice

dNeed to effectively aggregatin
citizens voice in the EU

g




Policy Domain

Nr

Trend

Challenge

Rise of anti-EU, anti-establishme

movements

nBrowing need to generate trust
the EU

n

Growing need to turn the tide (¢

voter turnouts

Growing need to legitimise the

EU

Growing need for
representation in the Europe
Parliament

citizend

AN

Growing need for Multileve

Governance, consultations with
national parliaments, the EES

and CoR

C

Growing need for effective decisionNeed for

making

decision-making
appropriate time, place and lev

Need for impact assessment 4

EU law simplification

fit

Bl

nd

7 Globalisation
International Issues:
"Global role of Europe”

and
the

Development of multipolarity and
The growing interdependence
unprecedented scale

Need for a boost to the EU
pExternal Action Services and
single diplomatic corps for the

EU (including Member States);
Need for -careful

coordination
and reform of global institutiong

a

Rising middle class in the developi
world

n@pportunity for global prosperit

N~

Growing trade and risk of risin

protectionism

to conclude

dNeed

JAPAN, EU-China, EU-India

trag
agreements: WTO, EU-US, EY-

e




Policy Domain

Nr

Trend

Challenge

Growing competition and the rise

emerging powers and relative decline| 6lamework of WTO as well as

the West calling for a redistribution
global power and the EU's role

pEuropean single voice
imultilateral institutions

international organisations and the glopal

diplomatic stage

oNeed for cooperation in the

in

Continuing presence of instability in thé&eed for closer Ccor

world

operation/integrated policies
areas such CFSP, immigrati

neighbourhood policy

policy, development policy
enlargement policy and
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5 Policy Domains, Trends and Challenges

5.1 Finance and Economy

1. The EU is confronted with growing disparities. Econont growth,
employment and investment are diverging among LRAs ith knock-on
effects on social cohesion and solidarity.

The global economic and financial crisis has weekeregional economic and
social cohesion in the EU with diverging economiovgh, employment and
investment. Likewise, the budgetary deficits atioral, regional and local level
have risen, but the situation varies widely thraughthe EU depending on
economic and social positions. Also the investmeithate has suffered with
diverging borrowing costs and investment levelsodighout the EU. These
disparities relate to structural weaknesses andribgen impact of the crisis.

The result has been a trend of growing imbalancstsvden and within EU
Member States’ By and large, the divergence is characterised Ipattern of

rising regional inequality with poorer LRAs in theasiern and Southern EU
Member States and richer LRAs in Central and Nortlrmrope. It will be a major
challenge over the coming decades to reverserdénd bf growing disparities.

2. The trend of growing disparities among LRAs stands at against the
trend of growing constraints and demands on publidinances over the
coming years at all EU levels of government.

The economic and financial crisis and budgetanpasses has put downward
pressure on the public finances of the Member Statéh a delayed and
substantial impact on local financ&d.RAs have experienced a sharp drop in their
revenues as a result of the combined effect of i@genomic growth and a cut in
central governments transfers to LRASAt the same time the financial and
economic crisis defies sub-national authoritiesthwising demands on social

34 committee on Regional Development (2013) Reporefiects of budgetary constraints for regional &owhl
authorities regarding the EU’s Structural Funds eexfiture in the Member States. Brussels, European
Investment Bank (25 February 2013) The impact ef ibcession in 2008-2009 on EU regional convergence
Luxembourg.

35 Organisation For Economic Cooperation and Develnini2011) Making the Most of Public Investmentain
Tight Fiscal Environment. Paris.

36 Committee of the Regions (2012a) Impact of budgedasterity on local finances and investment. Bels
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services putting extra pressure on the LRAS’ puplicses. The situation varies
widely between Member States and LRAs, dependinipein economic and social
situation and the type of public policies. Neveltss, as a result of these
conflicting trends national and sub-national goweents face the imperative
challenge ofloing better with less and/or increase funding

Trends in City impact and selected responses to tl@risis
The crisis blew out from the banking sector tolthisiness sector into the labgur
market and down to urban and rural social condstiddouth unemployment and
joblessness among women and migrants and socidllepne are major
challenges over the next decade. The trickling daivthe crisis increasingly
pressures LRAs services related to poverty reliemdiessness, indebtedness,
health problems, crime and threats to social conesht times the crisis ha
worsened pre-crisis problems in many cities. At shene time 80% of LRA
have cut budgets.

UJm

Cities have fought back with varying responseslifiralthe Estonia capital city,
confronted a 13% increase of unemployment and k&t out in the short run
with heating, housing and food. The Greek City ofri&ehas confronted a
severe downturn with a combined short and long tstrategy focussing on
immediate relief and a medium term urban reger@mraplan potentially
supported by the EIB to attract tourism and encardge emergence of |a
vibrant SME sector. In the long run, Veria’s authes prioritise investment in
e-services in the area of transport networks, tmgiscultural and educational
facilities and tourism.
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Public investment has declined in two out of threeEU Member States.
Financing local investment is a daunting challengever the coming decades.

The investment trend is in part due to earlier regfoo fight the financial crisis.
Public investment has suffered as budgetary caorechave been made to repair
public finances. The decline of investment begaP0h0 with investment acting as
a correction mechanism in two out of three EU Menfates. The sharp drop in
investment continued in 2011 and in all likelihoadll continue. Declining
investment is a major challenge particularly inwief the fiscal constraints and
new means of financing need to be found over theirg years. All levels of
government need to identify new sources to findnogre spending and raise the
level of potential economic growth. To support dgenomic growth many LRAs
urgently need infrastructure investment just ay time required to stop borrowing
and balance their budgets.

The declining trend can also be explained in psra aesult of the contraction in
bank credit and developments in banking regulatibras provide incentives to
local finance authorities to slash their credii\aigt and the provision of long-term
loans?*

The public investment challenges gain additional wght in view of the
economic importance of LRAs for economic growth.With over 90.000
subnational governments and thousands of publial loffices in the EU, the
subnational public sector acts as an employer,nacseprovider, an economic
agent, an investor and agent of national soliddtitywo-thirds of public
investment and one-third of public expenditureagied out at subnational leveél.

To overcome the crisis, LRAs need to focus on batlssof the coin. One side of
the coin is the correction of budgetary deficitsbiang public debt back to a
sustainable path. The other side of the coin isnecuc growth and

competitiveness. Typically, LRAs are a cornerstone dgenerating economic
growth through education, training environmentaitection, transport, innovation
and R&D. The economic and financial crisis has destrated the need for
infrastructure investment and the strategic impu#aof updating and upgrading

37 European Investment Bank (25 February 2013) Thegaagh of the recession in 2008-2009 on EU regional
convergence. Luxembourg.

38 Einancial Times (17 October 2013) Merkel unveis bore agenda.

39 Committee of the Regions (2012a) Impact of budgetasterity on local finances and investment. Bels-18

0 Frank Lierman (26 April 2012) Finances publiqueritoriales dans I'Union européenne (Local andoreg
public finances in the European Union). s.I. .

*! Financial Times (17 October 2013) Merkel unveis bore agenda.
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infrastructure in the EU. More importantly, thestsihas shown that infrastructure
is crucial for Europe's economic future. Estimatagestment needs for networks
of European importance amount to about EUR 1 tllliefore 2020 in flexible
energy, transport and ICT infrastructure networkewHo meet this investment
challenge is one of the big questions that the B&Jth face in the next decate.

Local Government and Responses to the Crisis
Area Response

People and Labour Market - Workforce investment

. Tax cuts or freezes

. Social initiatives

- Support to vulnerable people

Local Economic Resilience . SME support
. Tax relief
- Tourism promotion

- Borrowing to invest where possible
- Innovative financing and public-
private partnerships

Quality of Place

42 European Commission (2011d) A growth packagerfeagrated European infrastructures. Brussels.
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Local Government and Responses to the Crisis

Area Response
Long-term Strategy and . Long-term strategic rethink
Positioning - Innovation promotion

. Green sector investment
- Distinctive positioning
. Infrastructure investment

- Recesson strategy

Local Governance/Leadership . Special purpose vehicle creation or
direction

- Budget adjustments

- Cost saving

- Central and regional government
alignment

Source:OECD, The Impact of the Global Crisis on Local Governme@ictober 2009, p. 23.

3. Against this background there is a strategic challege to use joint
policies on the basis of European solidarity.

The EU Cohesion Policy for the period 2013-202Mignaportant element to boost
public and private investment and contribute tonecoic growth, employment,
sustainable development and social cohesion irEtheand the LRAs. However,
cash strapped LRAs are challenged to have suffiaecess to the necessary
financial resources to be able to use the EU CoheBblicy effectively’? The
challenge is related to more decentralisation of kewers from central to
subnational governments; however, this trend hadeen followed by the transfer
of financial resources.

43 European Investment Bank (25 February 2013) Theaan of the recession in 2008-2009 on EU regional
convergence. Luxembourg.
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Instead, there has been a trend to increase EU ovegkt, monitoring and
decision-making with respect to Member States budgeary policy.

In response to the financial crisis, the EU refainaed reinforced the economic
and fiscal governance framework with the reinforded fiscal governance
framework. More specifically, the EU adopted thecatied Six Pack(referring to

six legislative changes), thieiscal Compactas part of theélreaty on Stability,
Coordination and Governance in the Economic and &ary Union(TSCG) and

the Two Pack with two legislative changes further reinforcing oromic
governance of for the Eurozankhe reformed rules and procedures focus on better
monitoring and enforcement of EU economic and figeavernance in the EU at
different stages in the budgetary cycle. The thmélars (the Six Pack, the Fiscal
Compact and the Two Pack) will continue to be thennbagal determinant of
fiscal policy for the Member Stat&sCombined, these reforms limit governments
budgetary leeway and their effect will be uneveross EU Member States and
more substantial in southern EU Member Statesicpdatly with respect to public
investment and public expenditure and with knocletiacts for economic growth,
infrastructure investment and spending on educatesearch and development at
the level of LRAs.

While LRAs have been heavily affected by EU’s policyesponse to the crisis,
they have limited say in that response which willnfluence their economic and
financial climate over the coming decades.

With two-thirds of public investment and one-thwll public expenditure agreed
and implemented at the subnational level, thef@ms are having a significant
influence on LRAs as decentralised growth engine3he impact of the new EU
system of economic and financial governance isafielbhe local and regional level,
albeit with a delay, in terms of closer monitori(tge golden rule), transfers of
central budgets, debt reduction and access totmees. Moreover, it is likely that
over the coming years also the management of pgblternance at the local level
will adapt to the new regime. The multiannual ecuammand fiscal trends at
national level will ultimately lead to similar stegjies at local and regional levels.
At the same time LRAs have not received a largex molthe EUs new economic
governance. With the LRAs being profoundly affecbsdthe new economic and

44 Vian Aken and Artige (2013) Reverse Majority Votiing Comparative Perspective: Implications for Fisca
Governance in the EUn DE WITTE, HERITIER and TRECHSEL (edsThe Euro crisis and the state of
European democracylorence.

42



financial governance, their main challenge is tttere involvement in areas such
as the European semester planriing.

The new fiscal governance challenges governance mtxd® the extent that it
encroaches on national sovereignty at a time wheritizens are increasingly
distrustful of the EU.*® For the first time, the 17 governments that arenlders of
Eurozone will send their draft budgets to Brussels review before they are
debated in the national parliaments. That potdntsalieeping change is the result
of new legislation, known as the ‘two-pack’, thaasvdrafted in response to the
Eurozone crisis and represents one of the many wWetsBrussels is seeking to
tighten fiscal discipline and economic managemertihé currency zoriée

Therefore, over the coming decade, a major challeng®r LRAs is to have
more say in the EU’'s new economic governanc&he budgetary challenge will
be reinforced in view of increased demands and étaalg requirements of LRAsS
needed to fulfil their role in areas such as ecanogrowth, spending on
infrastructure, contributions to EU democratic @eses, accountability and
legitimacy. Simultaneously, there will be a limitet) budget for the LRAs for the
period 2014-2020, both with money for Cohesion Ralightened up particularly
for transition regions and also in the form of mased scrutiny. This raises the
challenge for the post-2020 EU budget and the creati of new resources

Identified challenges with respect to ‘Finance anéconomy’:

 Growing divergence of levels of economic growth, psgment and
investment among LRAs with knock-on effects on Eidial cohesion and
solidarity over the coming decade(s).

» Growing constraints and rising demands on pulharices over the at all EJ
levels of government over coming years.

« Growing expectations from and responsibility for Baint policies to
maintain and strengthen European solidarity.

4 Elisa Molino, Serban Chiorean-Sime and Fabian ewk011) What role for local and regional authesiin the
post-2013 budgetary framework? A territorial pecdpe on the interrelation between the Europe 28P&tegy,
the Multiannual Financial Framework post-2013 aed/fcU economic governance. Brussels.

8 Einancial Times (16/10/2013) Brussels starts Eomezudget monitoring.
47 .
Ibid.,
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Key Question 1:

How will the CoR and LRAs address the strategic lehge of growing
constraints and demands on public finances overdheng years?

Options and Suggestions:

Raise revenue through additional taxes.

Generate economic growth via new types of inconegh &8 providing nev
innovative services that meet citizens’ and busineseds in the 21st centu
(e.g. providing a single anonymised public datad fdeat improves LRAS
governance).

Free up resources that can be used elsewherednygrtiansparency of locg
budget allocation, the efficiency and the produttief public services.

Set up performance measurement in LRAs, providingstdo measure
performance and satisfaction in order to take tlyatrdecisions for the

future.

Push for regeneration of underused resources a®isasuch as creative
refocusing unused land, buildings and services.

Harness technological advances to free up resotineésan be better use
elsewhere. For instance, the reduction of the pubhergy bills can b
achieved by picking low hanging fruit such as tlglounsulation of public
buildings, the installation of LED technology fdreet lighting, the reductio
of water leakages, the decrease of traffic jamsouin information
management, the collection-sorting-sale and reafseaste for different
purposes such as green energy for homes and fwiilkiiings.

Key Question 2:

How will the CoR and LRAs approach the daunting dectihpublic investmen
in two out of three EU Member States and finanaallonvestment over th
coming decades including the necessity to invesR EHUrillion in infrastructure
by 20207

Y

y
pd
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Options and Suggestions:

» Agree more loans from the public and private sewitr extended maturitie
for the LRAs.

» Agree more loans and co-financing from the EIBthe LRAS.

» Enter into more public and private partnershipadoess credit beneficial for
both public and private partners.

e Set up or strengthen a dedicated unit within theniatration that
specifically focusses on funding.

» Specify tax incentives to attract private investtnen

» Improve childcare, education, public services,asfructure and recreational
areas to create an environment attractive to antedelabour force with
investment potential.

[92)

Key Question 3:

How to address the limited LRAs policy say and ingui the new EU economi
governance against the background of profound enanand social impact o
the LRAs over the coming decades? How to turn LRA® policy setters rathe
than policy takers in the EU’s new economic goveoe®

= e)

Options and Suggestions:

 Lobby the government, the European Commission, niagonal and
European associations.

» Develop specific proposals on how LRAs and the CaRinffuence nationa
and European new economic and financial governance.

» Develop partnerships among LRAs within the natior@itext to influence
all the Member States and Commission on the newdtady cycle.

» Organise conferences and workshops and seek esqerti

- Develop practical and specific proposals on how LR#sl the CoR ca
have a say and become a policy setter in the EaroBemester within remjt
of the Treaty.

—
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5.2 Societal Issues: Demography, Migration, Solidarityand
Individual Empowerment

1. Over the coming decades the overall population ohe EU is projected
to grow but it will be much older than it is now.

The EU as a whole is likely to withess uneven papoih growth over the coming
two decades. The EU population is projected tofrisem 504 million in 2012 to a
peak in 2040 at 526 million and thereafter declioe517 million by 2060°
Population trends for the 28 Member States willfedifsubstantially. The
populations in the Member States in the North Bastprojected to decline. The
populations of those Member States located in tha&lSand the North West are
likely to grow (see table).

Table: Total population (000s)

Population at 1 January Growth since 1.1.2008 (%)

2008 2035 2060 2035 2060
EU27 495 394 520654 505 719 5.1 2.1
Belgium 10 656 11906| 12295 11.7 15.4
Bulgaria 7 642 6 535 5485 -14.5 -28.2
Czech 10 346 10 288 9514 -0.6 -8.0
Republic
Denmark 5476 5 858 5920 7.0 8.1
Germany 82 179 79 150 70 759 -3.7 -13.9
Estonia 1 339 1243 1132 -7.2 -15.4
Ireland 4 415 6 057 6 752 37.2 52.9
Greece 11217 11575 11118 3.2 -0.9
Spain 45 283 53027 51913 17.1 14.6
France3 61 876 69 021 71 800 11.5 16.0
ltaly 59 529 61 995 59 390 4.1 -0.2
Cyprus 795 1121 1 320 41.1 66.2
Latvia 2 269 1970 1 682 -13.2 -25.9
Lithuania 3 365 2 998 2 548 -10.9 -24.3
Luxembourg 482 633 732 31.3 51.7
Hungary 10 045 9501 8 717 -5.4 -13.2

8 Eurostat (26 August 2008) Population projectiod882060, From 2015, deaths projected to outnurbioéas in
the EU27: Almost three times as many people ageat 8@ore in 2060. Luxembourg.
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Population at 1 January Growth since 1.1.2008 (%)

2008 2035 2060 2035 2060
Malta 410 429 405 4.5 -1.4
Netherlands 16 404 17 271 16 596 5.3 1.2
Austria 8334 9 075 9 037 8.9 8.4
Poland 38116 36141 31139 -5.2 -18.3
Portugal 10 617 11395 11 265 7.3 6.1
Romania 21 423 19619 16921 -8.4 -21.0
Slovenia 2023 1992 1779 -1.5 -12.1
Slovakia 5399 5231 4 547 -3.1 -15.8
Finland 5300 5 557 5 402 4.9 1.9
Sweden 9183 10382 10875 13.1 18.4
United 61 270 70685 76677 15.4 25.1
Kingdom

Source: Eurostat, Eurostat (26 August 2008) Pojoulgirojections 2008-2060

These trends are also manifest at the regional levekith most regions

projected to have a larger populatior?® There is considerable variation between
the regions in the EU. While all regions are likedyexperience a rising population
in the next two decades, those regions in Estaratyia and Lithuania as well as

the majority of regions in Bulgaria, Romania, GenyaHungary, Poland and

Slovakia are expected to have smaller populatioB080 than today (see map).

Particularly Eastern Europe including East Germasygoing to continually
witness a decline in its population of more tharfcl0Ageing will be a
widespread phenomenon in all but seven European ramis in the EU®

49 K onstantinos Giannakouris (2010) Regional popaiaprojections EUROPOP2008: Most EU regions faderol
population profile in 203Population and social conditionkuxembourg.

Giampaolo Lanzieri (2011) The greying of the bdmomers: A century-long view of ageing in European

populations Poipulation and social conditions.uxembourg, Eurostat (26 August 2008) Populatioyjgetions
2008-2060, From 2015, deaths projected to outnurbistirs in the EU27: Almost three times as manypbeo
aged 80 or more in 2060. Luxembourg.
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Map: Relative population change between 2008 and 30, by NUTS 2 regions

=T

Relative population change
between 2008 and 2030,
by NUTS 2 regions

Per 100 inhabitants
EU27 = +5%
[ <=-6%
[ ] 6% —<=+5%
B +5% - <= +15%
M > +15%
Data not available

Source: Eurostat, EUROPOP2008 Regional population projections
© i it houndaries

graphics r the adrr
Cartography: Eurostat — GISCO, 12/2009

v L

we

Agores (PT) _ Madeira (PT)
|/
110 100 0 20
Canarlas (ES) Malta
g A .

£
Guadeloupe (FR) Martinique (FR)

0 2 0 20

Guyane (FR) Réunion (FR)

o 100|020

Island

Source: Eurostat

48




The EU will face a dramatically and progressively oldr population profile by
2030.The ‘growing older’ population is the combinedesdf of four factors — the
existing population structure, fertility, life exgtancy and migration. This will
increase the median age in all but seven EU regidfr®m 2015 onwards, deaths
are projected to outnumber births, and as a rélalinatural growth of the EU
population would stop. Any increase of the EU’s wlapon would subsequently
come from migration inflows. From 2035 this posgtimet migration would no
longer make up for declining births and the EU pafpoin is projected to fall.

Also the age structure of the EU population will dramatically change.By 2060
the number of elderly would be more than doublertheber of childred? Data
pointing to the potential of ababy recessioh in Europe underlines the
problematic of progressively older populatich$he effects of progressively older
societies will impact some regions more severentbthersin 2030, the share
of the population aged 65+ is projected to vary from 10.4% to 37.3% between
different regions>*

Ageing will impact on the functioning of EU, region& and local labour
markets and the key challenge is progressively extding retirement age and
activating the unemployed.

The overall employment ratios are projected toaase, but labour supply will
decline because of population trends. The employmade would increase, but the
number of workers would shrink. The EU is projected move from four
working-age people to two working-age personfr every person over 65 years
old. In Europe this decline started in 2012. Assuit,labour productivity will
become a key driver of growthwithin the EU® The keylabour market and
pension policy challenge, which is already being addressed tginqudegrees, is
increasing the labour market participation ratesabtyvating the unemployed and
prolonging working life.

°! Konstantinos Giannakouris (2010) Regional popataprojections EUROPOP2008: Most EU regions faderol
population profile in 203CPopulation and social conditionkuxembourg.

52 European Commission (2012) The 2012 Ageing Repgztinomic and budgetary projections for the 27 EU
Member States (2010-206@uropean Economirussels.

>3 Giampaolo Lanzieri (2013) Towards a ‘baby recessio Europe? Differential fertility trends durinthe
economic crisisStatistics in focud.uxembourg.

>*Roma Capitale (May 2011) ACTIVE A.G.E., Managinga@ge A.G.E.:Impact of demographic Ageing for sitie
s.l.

s European Commission (2012) The 2012 Ageing Repgztinomic and budgetary projections for the 27 EU
Member States (2010-206@uropean EconomBrussels.
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Ageing in Cities: A Seniors Strategy

Barcelona andMilan are European cities with 20 per cent or more eirth
population over the age of 65. They also have j@sper cent or less of th
total population of the city under the age of 14.Milan the number of
elderly (24%) is twice the size of that of children the city (12%). In
Barcelona 21 % is over 65 while only 12% of the giopulation is under 14
years old. Such demographic developments call dogfal preparation and §
Seniors Strategy. Such strategy was set up in #0I2ronto, Canada. The
objective of the strategy is to help make the s#ye, navigable, affordablg,
accessible and enjoyable for everyone. The Ser8tnetegy builds on the
existing work of the city and its partners, reshaand best practices. The
Strategy was developed in a number of steps invglvesearch, consultatiop
with city management and stakeholders, developg@pmmendations and
raising awareness. The basis for the recommendatibthe Toronto Seniors
Strategy is practical, achievable, measurable ahkeéd to specific outcomes|.
They also take into account the fiscal constraoftshe city and want to
achieve better results with limited resourcesrdippses partnerships with the
regional, the federal government and businessesost Nmportantly the
Seniors Strategy has set up service planning piesifor an age-friendly
Toronto. The service planning builds on key prifespto guide future
decisions regarding funding priorities and seniioprovements. These key
principles are equity, respect, inclusion and dualf life.

1%

=4

That labour market challenge has only a small winadd opportunity available
before the full effects of the retirement of thébypdooom generation is felt. The
challenges are to develop policies for older peopl¢he labour force through
education and lifelong learning. In this respsotieties need to find ways to blur
the dividing lines between work, learning and leiste throughout life.>®

56 committee of the Regions (2012b) Opinion of thenGuttee of the Regions on ‘Active ageing: innovatie-
smart health — better live€fficial Journal of the European Uniog; 225/05.
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2. The effects on solidarity will be felt throughout tre EU and present
serious challenges with momentous budgetary consesnces.

The societal approaches of the last 50 years willbe able to face up to these
demographic changes. Foremost, it is impossiblgriore that ageing will have
momentousbudgetary policy consequences. Greater old-age dependency ratios
create challenges to maintain the pensions, hea#hand other public services
needed by a growing number of older people. Oldvaijgout pressure on health
care, pension expenditures and the long-term swdtdity of public finance

policy.

In view of the financial crisis and ongoing budggtaonstraints, the fiscal

challenge becomes particularly actitelhe balancing of growing pension and
health care needs for an increasing number of gdeple with limited spending

resources will continue to be high on the politiead economic reform agenda
over the coming decades. They will also increaseatiels for continuous efforts to
increase the efficiency and quality of health sendelivery??

As people live longer and have fewer children, faryi structures will change
towards the ‘vertical family’.

As people live longer and have fewer children, famstructures will alter with
important implications for healthcare. In societwgh a low fertility, future
generations will have few siblings and compriseesalvgenerations. As a result,
people will have less familial care and supportha&y age. Coupled with increased
mobility this makes it more difficult for differemfenerations to care for each other
as before. As a result of the emergence of theceéfamily, there will be a need
to share the care and responsibility with the oéshe community through public
funded schemes. The provision of more and better institutional casl
challenge LRAs healthcare policies.

>7 European Commission (2012) The 2012 Ageing Repgetinomic and budgetary projections for the 27 EU
Member States (2010-206@uropean EconomBrussels.

°8 Committee of the Regions (2012b) Opinion of thenGuttee of the Regions on ‘Active ageing: innovatie-
smart health — better live§fficial Journal of the European Uniog, 225/05.

>9 Organisation For Economic Cooperation and Develmni2 - 3 May 2011) Building a Fairer Future: Rele
for Social Policy.OECD Ministerial Meeting on Social Policfaris, Proposals from the NGO Coalition for a
2012 European Year for Active Ageing and Intergatienal Solidarity (2012) Intergenerational SolidarThe
Way forward. s.I.
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3.  Thesilver society® will create an opportunity for the empowerment of
individuals to promote their own health, interact effectivelyth health
services and be active partners in managing patethtnealth.

Against the background of the economic and findruiais, it is more urgent than
ever tofundamentally review the manner in which society factions and to
empower people to contribute actively in their comranities to live as
independently as long as possibléBecause empowerment needs to take place
simultaneously at the population and the individiealels, LRAs need to be
actively involved in this process. For instanceg thromotion of age-friendly
communities with the public space, transport, hogisand local services for all
generations is key, including the fostering of datity and cooperation between
generation$!

It is important to recall thatindividual empowerment signifies a
multidimensional social process with individualstogps and communities,
employers, trade unions, schools, colleges andntaty organisations gaining
better understanding and control over their livegnables them to change their
social and political environment and improve headttated life circumstances. For
individuals, empowerment is amportant element of human developmentlt is
intended to encourageelf-determination and autonomywith more influence on
social and political decision-making and self-esteeBy establishing social
networks and mobilising social support, LRAs canpsup their citizens in this
process and promote cohesion between individuaisglthe difficult periods of
vulnerability in life®” One way of achieving individual empowermentsicial
innovations and ICT-based solutiongo improve the quality and cost efficiency
of their health and long-run care services, botlripan and rural areaSocial
innovations and ICT-based solutiongnay bring crucial services to older people
at a more sustainable cost. However, such inigatichallenge the investment
needs and actions at other levels of governanceesndre successful experiments
to move to large scale national and EU moéfels.

%0 A silver society refers the rising media age &f wWorkforce.

®1 Committee of the Regions (2012b) Opinion of thenGuttee of the Regions on ‘Active ageing: innovatie-
smart health — better live§fficial Journal of the European Uniog, 225/05.

®2 World Health Organization (2010) User empowermanimental health — a statement by the WHO Regional
Office for Europe. Copenhagen.

63 Committee of the Regions (2012b) Opinion of thenGuttee of the Regions on ‘Active ageing: innovatie-
smart health — better live€fficial Journal of the European Uniog; 225/05.

52



The silver economy can create novel opportunities a@nsocietal models on the
basis of more solidarity and cooperation among gengtions.

A silver economyrepresents opportunities for the LRAs. To find waygromote
a healthy and active ageing population can createlneconomic opportunities
and societal models on the basis of more solidaaitg cooperation among
generations.

An ICT based solution: Giraff

The proportion of elderly in the population is sthaincreasing with effects
on healthcare. The trend calls for the implemenmtatof health-related
information and communication technologies (ICTassist in providing more
healthcare to the elderly while maintaining or easing their independence.
The mobile telepresence device, a Skype on whedlsvweere, called Giraff i$
such technology. It allows a doctor, a family memlaenurse, a caretaker or a
housekeeper to virtually enter the home of eldexlgr the internet and pay|a
visit just as if the visitors were actually at th@or. The robot of 1.5 meter high
is an innovative manner of communicating with elgénat benefits carers and
doctors and family as well as the elderly. The emtinity avoids isolation
avoids loneliness, contributes to well-being anlbved for better care ang
empowers older individuals.

The objectives of Giraff are to improve the qualily life in the home and
extend the time that elderly autonomously stay heirt home. Different
versions of Giraff are currently been tested in @sve Italy and Spain. Other
innovations are smart homes, telemedicine, m-he@itbbile phone basef
monitoring) and a range of software applicatiorsg #nhance safety or quality
of life for elderly faced with some limitations. &hdevices can be stationatry,
portable, wearable or implantable.
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A healthy and active ageing society does not necasly put as much pressure
on pension, health and support services-urthermore, ageing societies with
actively engaged older people also represestcal achievemenfor the EU as
well as a significant resource for society in thenf of knowledge and experience.
Older and retired people with significant care reebdve a wealth of knowledge
and experience to contribute to modern societiesiteens, volunteers, workers,
family members and consumétsihe challenge and opportunities to public policy
Is to create the fertile conditions to realise aulive ageing society. Ageing
societies will also bring aew potential of economic growthbased on services
and creating age-friendly infrastructure in LRAsnding innovative ways to
encourage healthy and active ageing and intergemeahsolidarity can thus make
a genuine impact on creating modern societies loag#s. The involvement of
LRAs and the national programmes to support LRAs ha World Health
Organization’s Age- Friendly Cities programme isagesin point.

4. Active labour market policies for migrants and improving migrant
integration models present both a challenge and optunity.

One way to mitigate the effects of ageing is anvac{im)migration policy.
Immigration in the EU will continue but decelerdtetween 2010 and 2060. The
EU annual net inflows are projected to rise fronowthl,043,000 people in 2010
(0.2% of the EU population) to 1,332,500 by 202@ ahereafter declining to
945,000 people by 2060. The cumulated net migratiothe EU over the entire
projection period is 60.7 million. Migration trendsry across the EU Member
States. Net migration flows are likely to be coricated to a few destination
countries: Italy, Spain and the United Kingdom. Giaes currently experiencing a
net outflow are projected to taper off or reverséhie coming decadés.

Effectively integrating migrants in their host setgi also presents challenges for
integration policy, particularly in view of diversity and minoritiesligrants might
be challenged by labour market and social integmatbarriers. It will be a
challenge for the LRAs to develop more effectiviegnation policies.

%4 Roma Capitale (May 2011) ACTIVE A.G.E., Managinga@ge A.G.E.:Impact of demographic Ageing for sitie
s.l.

65 European Commission (2012) The 2012 Ageing Repgztinomic and budgetary projections for the 27 EU
Member States (2010-206@uropean Economirussels.pp. 25-26
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A global market for labour entails a global war for talents to supplement EU
labour forces as well as education policies to mettte needs of the economy.

However, ageing is a global phenomenon with pomrateclines projected,
among others, in Japan, China and the US. Eurapdagran are estimated to have
by far the largest old-age populations over the ingniecade®. As a result,
competition for labour migration at a global levelset to rise. Companies are
already looking to supplement EU workforces withbdar migrants. The
challenges for EUabour market policy is to develop new ways to recognise and
anticipate skill shortages at different levels @vgrnment and follow up with
targeted action in the areas wiigration policy, education and employment
policies In addition, with talented people having numerghsices of places to
moveother factors are increasingly important to atti@ud retain talent. It raises
the question whether actions can be undertakehealevel of LRAs to enhance
their attractiveness to talented migrants and fosnsregional amenities that
contribute to a quality of life.

Identified challenges with respect to Societal Is&s — Demography,
Migration, Solidarity and Individual Empowerment:

» Ageing will be a widespread phenomenon in all iten EU regions. It
will seriously challenge local labour market, retirent, health care and
budgetary policies.

» A silver society creates opportunities for the emponent of individuals
and societal models on the basis of more solidariy cooperation among
generations.

» Active labour market policies for migrants and iwying the integration of
migrants present a challenge and opportunity.

+ It will be increasingly challenging to attract, m&in and educate talent inja
globalised labour market characterised by highléewé competition over
skills.

% See United Nations Global Population projectiodsited Nations Press Release (2013) World popurdatio
projected to reach 9.6 billion by 2050 with mosbwth in developing regions, especially Africé/orld
Population Prospects: The 2012 Revisiblew York.
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Key Question 1:

How to balance growing pension and health caresgedn ageing society wit
ring-fenced spending resources?

Options and Suggestions:

Further promote active ageing policies, i.e. enagarelderly to participat
fully in society, the labour market, the voluntasgctor and promot
independent living.

Fully exploit the profound and widespread expentis¢he challenges for th
ageing society and consult stakeholders such asal sservice providers
education, training and volunteering organisations.

Stress the value of formal and informal lifelongri@ng as an importar
aspect of active ageing.

Reap the social capital that older people offer &mul the talents an
potential contributions of older people such agiaims and experience.

Encourage active and healthy ageing at a youngermaa life-long projec
and not something that starts at old age.

Set standards for easy access to buildings ansitatation.
Build retirement facilities and invest in local hibahre systems i
partnership with regional and national levels ofgrmment.

Key Question 2:

How to balance ageing with intergenerational equidfidarity and cohesion?
Options and Suggestions:

Support intergenerational initiatives and exchapgagrammes and foste

cooperation between organisations which work withideen, youth and
older people at the same time.

Create awareness among all citizens through infeomabampaigns.
Modify job structures, career incentives and edanapatterns to improve
the contribution that older people make to socifd hnd improve the
adaptability of younger employees.

Develop intergenerational workplace cultures.

Generate more intergenerational family solidaritgl ald-age support.
Make cities more age friendly and develop age dgrity policy, planning
and design.

|®N
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Key Question 3:

How to train, attract, retain and integrate (migydabour in anticipation o
labour market shifts and anticipate shortages?

Options and Suggestions:

Encourage the development of living conditionsaative to local, regional,
EU and global talented migrants (e.g. childcardlifes, child friendly
infrastructure, good education, inexpensive retesand a culturally open
environment).

Develop a consensus in favour of greater immignatid (skilled) foreign
workers.

Overcome resistance to labour immigration by pagiageful attention to the
extent and timing of labour market openings, enf@ydabour standard
(including minimum wages) and ensuring that sos&durity applies to al
workers.
Provide employer incentives to adequately traireifpr workers and avoid
trapping them at the bottom of the labour market.

Hire personnel with language and intercultural cetapces.

Develop a consensus in favour of greater immignatid (skilled) foreign
workers.

Provide employer incentives to adequately traireifpr workers and avoid
trapping them at the bottom of the labour market.

— Uy v
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5.3 Sustainable Growth and Resource Efficiency

1. There is no substantial doubt about the trend imglobal warming and
there is a growing scale and urgency of climate chge with global
warming of more than 2C.

The assessment reports by the United Nations mvergmental pandeaves no
doubt about the trend in global warming ‘Warming of the climate system is
unequivocal, and since the 1950s, many of the sbdasthanges are unprecedented
[...] The atmosphere and ocean have warmed, the amof@isnow and ice have
diminished, sea level has risen, and the concemesabf greenhouse gases have
increased® The summary of the report approved by 195 govenmtsnaround the
world highlights thatif the world wants a 50% chance of avoiding global
warming of more than 2C which countries have agreed as dangerous, thiel wor
cannot emit in total more than 1,445bn tonnes of @@l other greenhouse gases
over the next century. At the moment the worldterBObn tonnes of emissions
annually and at that level the world will have usgdits entire budget in 15-25
years from now. If the world continues to emit matdhe present rate, the world
will exhaust it even more rapfél.Sluggish and feeble action increase the risks as
greenhouse gases accumulate in the atmospher&é@mdntinuous investment of
countries, communities, cities in high-carbon isfracture locks in future
emissionsWith around 75 % of all CO, emissions coming from urban areas

in the EU, there will be trend towards further cuts in greenhouse gasses in
which LRAS play a crucial role.

The major challenge for EU policymakers is to reduceincertainty about the
policy direction and provide greater clarity and casistency on further cuts in
greenhouse gas emissions.

The EU has been a leader on climate changad seeks to reduce greenhouse gas
emissions by 20%, improve energy efficiency by 28#@ boost the share of
renewable in the energy mix to 20% by 2020. Thasgets are part of long-term
plans set out to reduce greenhouse emissions @b%0below 1990 levels by
2050% However mixed signals from policymakers to reduce emissiornfuse

the efforts to meet the targets There is a danger that, through indecision and

67 Intergovernmental Panel on Climate Change (7 J20&3) Fifth Assessment Report (IPCC WGI Fifth
Assessment Report). Geneva.See 'Summary for Rdigers'

®8 Nicholas Stern (30/09/2013) World leaders musfaster on climate changéinancial Times.

69 European Commission (2010b) Europe 2020: A stydi@mgsmart, sustainable and inclusive growth. Bels.
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confusion, policy makers will create policy riskathundermines the confidence of
companies largely responsible for delivering tlaasition to low-carbon economic
growth and developmert.

Much of the policy wavering relates to a rapid shifin the global situation and
energy map with energy price differentials challenopng European producers
and consumers.

Much of the confusion today is related to a raghdtsn the global situation and
energy map' Worldwide, few sectors are changing so rapidly as the energy
sector, which is experiencing an energy revolution. Thest|10 years has
witnessed a rise in global fossil fuel prices, édkpartly to economic growth in
Asia consuming increasingly a large share of glébsdil fuels. More recently, the
US has experiencea shale gas revolutionmaking the US increasingly energy
self-sufficient as well as a net gas exporter. &pthe shale boom in the US has
resulted in a drop of natural gas prices and fawsig an American industrial
renaissance over the coming decades. It is likely dther countries such as China
will follow. The cost of some renewable energ§notably solar) has also declined
sharply. Lastly, there has been a growth in coaleggtion, and a rise in global
carbon emissions, of which the EU is currently oesible for approximately
10%.2

One consequence of the shale gas revolution in UWke is the growing
competiveness gap for industry between the US anché EU with prices
substantially moving in opposite direction€Europe has become the
battleground for conflicting priorities and worries over prices.In stark contrast
to the US, the question of rising energy cost isiiog to dominate the political
agenda in Europg.It is a problem that affects consumers and Eunmopedustry
equally with many manufacturers fearing the contppeticost disadvantages.

0 Nicholas Stern (30/09/2013) World leaders mustfaster on climate changEinancial Times Financial Times
(14/10/2013) Energy: Stakeholders struggle to sttiie right balance, Oxford Martin Commission fatufe
Generations (October 2013) Now for the Long Tertne Report of the Oxford Martin Commission for Fetur
Generations. Oxford.

" International Energy Agency (November 2012) Wdttdkrgy Outlook.

2 House of Commons - European Union Committee (02008) No Country is an Energy Island: Securing
Investment for the EU's Futuré-eurteenth Report_ondon.

"3 Financial Times (14/10/2013) Energy: Stakeholdémsggle to strike the right balance.
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2. The importance of energy security and dependenaosill grow and is
likely to become the EU’s Achilles heel.

These shifts loom large over tbemmon EU energy policyfocusing on the EU’s
energy security in the medium and long run It was not until the Treaty of
Lisbon in 2009 that the EU allowed explicitly fan anergy policy shared between
the EU and Member Staté&sThe relatively new policy area is caught in thelshi
of sweeping sectoral changes and touches upoavation policy, industrial
policy, economic policy and defence policy and hasubstantial implications
for economic growth and employment Moreover, the EU’s energy policy is
facing strategic challenges as global demand ferggnis expected to rise by one-
third by 203%. Within the EU, demand for energy is also set t@ nighile
indigenous fossil fuel production will decline impilg agrowing dependence on
imports of fossil fuels By 2030 two thirds of EU energy requirements muest
met by imports, but the situation varies hugelyngsin European countries (from
20% to sometimes 80%%).

The EU should be alarmed at the degree of uncertaintgbout an affordable
supply of secure and low carbon energy.

At the core, this challenge centrestbe so-called energy trilemma mitigating
climate change by reducing CQ emissions, achieving security of supply and
making sure energy is affordable to consumersThe financial and economic
side of the challenges make it harder for polickens to balance these apparently
conflicting goals. The cause for alarm is motivalsda number of reinforcing
trends such as the imminent closurecofl plants across the EU, energy price
volatility and the weak energy interconnection kew many EU Member States
and dependency on Russian enefgy.

" The Treaty of Lisbon established Article 194 af HFEU, which outlines the competence for enerdicpo

"(1) In the context of the establishment and fuwmitig of the internal market and with regard foe theed to
preserve and improve the environment, Union pobayenergy shall aim, in a spirit of solidarity been
Member States, to: (a) ensure the functionindgvefaénergy market;

(b) ensure security of energy supply in the Unig); promote energy efficiency and energy savind the
development of new and renewable forms of enemg;(d) promote the interconnection of energy nekad
The EU may adopt measures to achieve those obgectbut: "Such measures shall not affect a Memtze'S
right to determine the conditions for exploiting &nergy resources, its choice between differeatggnsources
and the general structure of its energy supply."[6]

"> |International Energy Agency (November 2012) Wdtttergy Outlook.

78 Centre for Energy Environment Resources Developrti8th June 2009) Analysis of the energy trendthen
EU & Asia to 2030. Bankok.

" House of Commons - European Union Committee (02008) No Country is an Energy Island: Securing
Investment for the EU's Futuré-eurteenth Report_ondon.
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Providing consistency and coherence for EU energy fioy is a strategic
challenge and the absence of common energy policgiework unnerving.

In response to these trends, the EU common enetigypursues the goals of
diversifying supply, strengthening energy securitybuilding a single market to
drive prices down, increasing the share of renewablenergy and harnessing
new sources such as shale gas (see b@q that end the European Commission
published its energy roadmap to 2050he mainchallenge for the EU is to
harmonise a fragmented mosaic of 27 markets into &rue European
competitive single energy market, without barriers

Shale Gas in Europe?

France andBulgaria banned the exploitation of shale gas and therealsas
been strong resistance Germany. However, according to the US Energy
Information Administration (EIA) Europe has vastagtities of gas reserves. |n
the Netherlands for instance, future gas revenues estimated &@&WU5bn
annually are projected to decline considerably I8 This has put th
extraction of shale gas, known as hydraulic frantuor fracking, high on thé
agenda.

WD

The population of the local communities eievoland, including the cities of
Noordoostpolder, Boxtel and Luttelgeest is split on the issue with mary
fearing that fracking will lead to pollution. Theu2h are now engaged in
gradual testing before any industrial-scale fragkmccurs. Throughout Europeg,
LRAs have a significant role to play and are chaéshto win or lose much. |t
Is important for the EU to provide clarity on theatlenges and opportunities
that that come with shale gas.

8 European Commission (2011b) Energy Roadmap 20&&sBIs.
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The crucial challenge is substantial low-carbon engy investment under a
clear policy framework.

Without the actual energpfrastructure , the internal energy market is unlikely to
be realised. Commission estimates the need fooupURO 200bn for gas and
electricity infrastructure across the EU over tegtrdecades. This is only one part
of the total estimated EUR 1 trillion for modernrastructure and R&D over the
period 2010-20201t is far from clear where the required investmentwill come
from. Without investmentthe EU will be uncompetitive and over-energy-
dependent, potentially miss carbon emission targetsand fail to seize an
opportunity to make a material and enduring coaotiidn to European economic
recovery.

Over the coming decades, coordinated support for movation into both lower
carbon technologies and ways in which energy can Isaved are central.

Within the EU, there are clear benefits from wogkitogether on the energy
challenge. The Covenant of Mayors is just one elarfgee box).

The Covenant of Mayors

The Covenant of Mayors, set up in 2008, is a Elanp@ovement involving
local and regional authorities that voluntarily cuoih to increasing energ
efficiency and use of renewable energy sourcesein territories.

S

They aim to meet and exceed the EU 20% CO2 reduotigective by 2020
The movement has gained significant momentum, an20il3 the movement
counted nearly 5000 signatories across Europe. Lig#agries contribute with
initiatives such as free electric biking, driving diogas, congestion charges,
green social housing, increasing public transpptioas and increasing energy
efficiency.
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The initiative could be replicated in other key awesuch as biodiversity and
land use, waste and water management, or air jool|uvith impacts on water
saving, reducing flood risk and re-use or recyclofgwater in farming and
industry.

The key challenge is to enable regional represeettwith a wealth of
experience in tackling climate change and livingtaimably to share those
experiences with their counterparts beyond the Ed¥ders with neighbours i
the South and East as well as with developing cmast

-

Reducing CQ and elevated energy efficiency has positive effextclean air.
The supply of clean air is essential for citizehsalth and for the environment.
The air quality has deteriorated extensively as a mult of the intense rise in
road traffic, industrial and energy production, and the consumption of fossil
fuels. In the LRASs, air pollution can lead to seriog health problems such as
lung conditions. Today twice as many people suffer from asthmapared to 30
years ago. Air quality is still a major worry foramy EU citizens. Despite progress
since the 1970s, air quality continues to causblpnas with summer smog and the
presence of fine particulates pollutants over theing decades.

3. There has been a rising consumption of raw mateais and water,
raising pressure on land and global food securityThis trend is unlikely
to reverse soon.

Every European citizen consumes 16 tonnes of nadgeannually, of which six
tonnes are wasted, with half going to landfillsisSTbonsumption pattern stands in
stark contrast to limited and increasingly expemsresources. Businesses are
facing rising costs for essential raw materials amaderals, their scarcity and price
volatility are having a damaging effect on the ewmog. Theseconsumption
patterns put further pressure on sources of minera, metals and energy, and
stocks of fish, timber, water, fertile soils, cleamir, biomass and biodiversity.

It is likely that demand for food and feed willgiby 50% by 2030 depending to a
large degree on unsustainable production metHdts trend endangers
ecosystems and tests the EU agricultural sectaogeumust accept its share of
responsibility at international level, and the Comm#gricultural Policy (CAP)
needs to overcome the challenge of climate chamngetlae sustainable use of

9 Conforti (ed.) 2011Looking Ahead in World Food and Agriculture: Persipees to 2050Rome: Food and
Agriculture Organization of the United Nations.
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natural resources whilst at the same time beingenmoductive to address
growing global food demand. In an increasingly cetiijve global food market
spurred by growing trade agreements, maintainind @mproving sustainable
production capacity to deliver quality, choice aadety, including local products,
will be a challengé’

Adapting agricultural practices, reducing the use 6 chemical products and
increasing biodiversity are key challenges for rurbEurope.

The agricultural sector is a key user of soil, wated biodiversity and a central
player in the makeup of European landscapes. dustrfthan 14 million farms

manage more than half of European territory. Togrethith the forestry sector,

they represent 80% of the European territory, npkina key player to combat

climate change and biodiversity loss. Innovatiod avestment can diminish the
agricultural pressure on the environment with slejpletion, water shortages and
pollution, and loss of wildlife habitats and biodrgity. Adapting agricultural

practices, reducing the use of chemical products inareasing biodiversity are
central to the continuing maintenance of Europegaitalture and ecosystems with
high added value in terms of soil, use of waterbaa sequestration and
landscape$¥.

The sector has already reduced greenhouse gasie@mibst further efforts are
needed. It is important for tH@AP to unlock the agricultural sector's potential to
mitigate, adapt and make a positive contributiorodgh emission reduction,
production efficiency measures including improvetsein energy efficiency,
biomass and renewable energy production, carbamesegtion, and protection of
carbon in soils based on innovation.

80 European Commission (2010a) The CAP towards 2028eting the food, natural resources and territorial
challenges of the future. Brussels.
81 1bid

64



More Resource Efficient Agriculture in Europe

The challenge for farming and agriculture lieseawging sufficient food suppl
for future generations and simultaneously increpgiesource efficiency tq
confront the challenges ahead. Examples are th&imggouse of low pressur
irrigation systems throughout the EU and a charfgeraps that reduce water
consumption while maintaining productivity. More ngprehensive and
successfully tested in, for example, the municigdiof Maglij and Harmanli ir
Bulgaria are farming training programmes, which shdhat farming
communities are open to training, and this cangpdaated throughout Europe.
The training programmes on new technologies andl goactices highlight the
potential for organic farming, the readiness of ltheal farmers and businesses,
the mapping of the territories suitable for orgamaiening, and identification and
transfer of good practices in organic farming. phegrammes have resulted |in
more resource friendly agriculture.

D o<

Raising the level of energy efficiency, particulagt in LRAs, is a major
challenge.

Current estimates project that by 2050 Europe vadlcha four- to tenfold increase
in resource efficiency, with significant improvenemeeded already by 2020.
Many enterprises and consumers do not realise ¢ake sand urgency of the
required transformations and the potential of eperdficiency. It serves
competitiveness and profitability, and it contriésit to the EU’s global
competitiveness. A changeover towards a high eneffigient economy requires
an environment rewarding innovation, resource efficy, improved security of
supply, sustainable management of environmentaburess, recycling and
substitution of materials. It will be a demandiraghk for different policy fields to
move decisively towards a European green econtiray is resource efficient,
achieves a low carbon economy and makes sustainsdlef natural resources.

82 European Commission (2011e) Roadmap to a Resédfficeent Europe. Brussels.

65



4, Growing vulnerability of cities to climate chang@ and a growing need for
infrastructure adaptation

Climate change influences climate conditions (temge, rainfall and the
magnitude of extreme weather events). Over the mgpmears, extreme weather
events in LRAs will give an indication of situatiopsojected for later this century.
For instancedroughts and peak summer temperatures will be gradally more
common in the Mediterranean regions. Winter floodsand summer droughts
will increasingly become more frequent in continerdl Europe while storms,
heavy rainfalls and mild winters alter biophysical conditions in Western
Europe.

The impact of these climate conditions is asymroakriand regions are
[differently] affected. Regions also differ in adapt capacity; therefore, the
impact on regional growth potential, environmergiastainability and equity will
be asymmetric as well. It is expected that the kedinean regions will suffer the
most from worsening conditions, with sectoral obadles predominantly in
agriculture, fisheries, forestry, energy and theigm industry’®

Significant investment will be required to face draight, heat waves, forest
fires, coastal erosion and flooding

In particular, urban life will have to adapt to racextreme weather conditions,
which is likely to put strain on existing infrastructure in areas such as water
supply, drainage, health, energy and public trarspegions will have to mitigate
the impact on a long term horizon, and investmdmtiaes in infrastructure will
greatly influence the ability of regions to reaotthe impact of climate change
policy, which will make it felt through increasingarbon prices.The policy
mitigation challenges the common agricultural polig, the cohesion policy and
the common fisheries policy, infrastructure policy, and in particular the
insurance and financial sector for resilient invesnent and business
decisions®*

8 European Environmental Agency (05 Jun 2013) Ckntdtange evident across Europe, confirming urgeatin
for adaptation. s.l.
84 Council of the European Union (18 June 2013) Cbuanclusions on an EU strategy on adaptationlitnate
change. Brussels.
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Identified challenges with respect to ‘Sustainablé&rowth and Resource
Efficiency’:

Growing scale an urgency of global warming to préwgarming of more
than 2C, which is dangerous.

Energy security and dependence will grow in the EU.
Rising consumption of raw materials, water, land faad.
Mounting vulnerability of cities to climate changed growing need for
infrastructure adaptation.

Key Questions 1:

How will LRAs reduce greenhouse gas emissions whikintaining security
of energy supply and affordability to individualdamdustrial consumers?

Options and Suggestions:

Study, explore and develop shale gas where poskdstause gas-based
electricity production emits less greenhouse gasdatve to coal.
Progressively ban and replace coal-burning furndaceslear the air of
smoke and possibly provide financial incentiveadhieve that goal.
Contribute to a truly European integrated energyketaand grid (i.e|
electricity mobility) that transports excess, chexagnd greener energy in
timely fashion to those LRAs with higher demand andes — every ong
gains.
Increase renewable energy portfolio with solar, dyigeothermal, biofuels
biomass and energy generated from waste.

D

Reduce overall energy consumption by: malafigoublic building carbon
neutral; increasing the efficiency of the publiansport systems; buildin
smart public lightning grids including LED techngig and encourag
cycling in cities through the extension of sepagatd safer cycling lanes.
Lower the tax rate on renewable energy fuels becausmilar tax rate as
fossil fuels results in a relative higher burdempared to fossil fuels.

D

Set up an information office providing credits fprivate investors i
renewables and city planning that considers lowggnkousing.
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Key Question 2:

How can the CoR and LRAs reduce obstacles towardsaimpletion of the
EU internal energy market increasing energy efficieand reducing energy
dependency?

Options and Suggestions:

Encourage the ironing out of Member States’ diffiees on a single
European energy market by influencing Member Statesestic energy
policy and set up cross-border partnerships witghimurs.

Encourage the energy interconnection of power Jliges and oil pipe
between Member States and that of neighbouringtdesnFor instance,
the Baltic States, Ireland and Malta are withinBweenergy islands.
Encourage (EU) harmonisation of energy sector lams regulations an
influence domestic energy policies, set up crossidropartnerships and
ask for benchmarking among the LRAs with the CoR
coordinating/central institution.

Request more diversification of EU oil and gas intpand build liquefieo
natural gas terminals.

U

U
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Key question 3:

174

How can LRAs prepare for their growing vulnerability climate change
need for infrastructure adaptation?

Options and Suggestions:
If not done already:

Set up a planning commission to prepare coastsl, ldams, rivers
mountains and sewage systems for heavy rainfatidf, storms, droughts
and heat waves.
Urgently set up and complete urban risk assessnmntdimate changg
and global warming impact.

Develop, revise and update adaptation plans.
Develop programmes with local farmers and busireesseeact to climate
change.

Introduce measures to increase public awarenesdikely climate
change/global warming impacts and engage all stdétets in identifying
problems and solutions.

Strengthen key infrastructure in view of climateacbe.

Test emergency preparedness and make all the iafempublic.

Set up partnerships with neighbouring LRAs, and tifieand exchange
best practices through benchmarking with the CoBbasdinator.

U

v
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5.4 Territorial Governance and Urbanisation

1. The uneven trend of global and EU urbanisation willcontinue with
Europe as one of the most urbanised regions in thweorld.

In 1950 only one in three people in the world livecurban areas. By 2007 every
other person lived in an urban environment. Thgegted urban share of global
population is estimated to rise further to 60% 08@ The figure in Europe is
higher still, with more than 2f8of the European population living in urban areas
(see graph), and this share continues to grow ngdwrly 80% living in urban
areas by 203@° While the situation varies throughout the EU, ¢éhare big
contrasts between rural and urban communities

Graph: Projected Urbanisation in Europe (number ofpeople living in urban areas)
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The impact of urbanisation is uneven. Cities grow bt also stagnate and
shrink. Urban shrinkage is fast becoming one of thenain challenges for policy
and practice and has risen to the top of the policggenda.

The level of urbanisation varies across the EU emsdites different patterns of
urbanisation. Over the coming decadesseveral EU countries the proportion
of Europeans living in urban areas is estimated tde 90 % or more, with
London and Paris standing out as mega cities. Usaaon of the European coastal
areas has also been growing rapfdlyirbanisation is the result of various factors

8 United Nations (2012b) World Urbanization Prospebdlew York. see http://esa.un.org/unup
8 European environmental Agency (20/09/2008) Urlstios in Europe: limits to spatial growth: Key najgeech
by Mr Ronan Uhel, Head of Spatial Analysis, Eurapé&mvironment Agency44th International Planning
CongressDalian, China.
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such asmmigration, accounting for 1/3° of urban growth, migrant circulation
and social restructuring. Particularly, new immigrants in the EU have tahde
flock to urban areas altering the composition ofdecities.

In contrast,some cities in Europe stagnate, shrink and de-popatle. Urban
shrinkage happens when urban development is afffdst@conomic, demographic
and political processes in ways which lead to aicgdn in the local population.
Shrinking cities usually face de-industrialisation,dwindling revenues, rising
unemployment, emigration of the active labour force vacant property and
land, and oversized physical infrastructure These problems are compounded by
the ongoing European demographic trends.

Shrinking Cities in Europe

Detroit in the United States is probably the mostl\know global example of
shrinking city. Its bankruptcy in 2013 can in pdre traced to risin
unemployment and the loss of more than a millisidents. In Europe, citie
like Schwedt and Dresden in eastern Germany andstberban decline i
Glasgow and Paris are also cases in point. Shgngitnes are often small and
medium size, such as Altena in the German Ruhrgekierounded by man
large and successful industrial cities. It lostriyehalf of its jobs and populatio
starting in the 1970s. The city anticipates tha thumber of residents will
stabilise at around 15,000 or half of what it wasltbfor. A set of policies
arrested the decline of the city and set in mot&oprocess of regeneration.
Firstly, the focus was on adjustment of servicegasgquently, the city initiate
a research and consultation process that resuited iintegrated development
concept with ten strategic priorities and 300 axgio

The focus was on economic growth and on the impneve of the quality o
life in a sustainable and financially viable manr€ey in the regeneration plan
was the refurbishment of the riverside walkway &mel market square. Most
importantly, the city encouraged Altenas’ citizdnstake matters in their ow
hands through voluntarism. It resulted in the fangaf a retail cooperative and
in citizens taking responsibility for locations poovide social care and culturgl
initiatives.
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In every EU Member State there are cities thatcardracting. Estimates suggest
that around 40% of all European cities with morantt200,000 inhabitants have
lost significant parts of their population in retgears. Smaller towns and cities
are also affectetl.As urbanisation in the EU continues its impadtighly uneven.
As one expert put itn Europe we are dealing with islands of growth ira sea of
shrinkage’.®® Policymakers need to prepare for targeted actemalbise many local
and regional governments are unlikely to gain airdver the socio-economic and
physical decline of an ever-increasing number dfaorsettlements. The current
economic crisis, coupled with falling populatiomsaight of the EU's 27 member
states raises the prospect of an acceleratioresétbngoing trends and patteths.

2. Urbanisation has given way to a trend of urban spravl and urban-rural synergies in
areas such as recycling, food and renewable energgoduction.

With continuing growth of urbanisationyrban-rural relations are rapidly
changing. Foremost, Europe will continue to witnessan ever wider urban
sprawl. Over the past 50 years, on average, cities hgvaneled by 78%, whereas
the population has grown by only 33%. The histdrm@mpact city model has
been replaced by free standing housing, more tbabluhg of the space consumed
per inhabitant. As a result, low density suburbawetbpment in the periphery of
Europe's cities has become the norm. The urbawkpgaa major common and
cross-cutting challenge facing Europe and presgute territorial balance. The
EU is increasingly using previously wild areas &griculture, forestry, roads and
settlement$? Roads, buildings and other artificial surfaces apeeading and
almost half of this spread has been on farmlance Tstest land use change
happened in Finland, Hungary, Ireland, Portugal &weden. In contrast, the most
stable landscape structure is found in the Alps,Riirenees, the Romanian part of
the Carpathians and in the Scandinavian mountdiost conversions to forests
occurred in Finland, while most agricultural laraheersions took place in Spain.

With urbanisation and the urban sprawl comes a growng demand for land,
nature for food, raw materials and waste absorption together with higher
consumption rates per individual.

87 Hans Schlappa and William J V Neill (May 2013) i€t of Tomorrow — Action Today. URBACT Il
Capitalisation. From crisis to choice: re-imaginthg future in shrinking cities. Saint-Denis, Franc

8 \viechman (2012) Europe: Islands of growth in aafeshrinkage, in: Annegret Haase, Gert-Jan Hosjgnsone
P ekelsma and Dieter Rink (edShrinking Areas: Front runners in innovative citizearticipation,The Hague:
EUKN.

8 Andrew Gardner (04/04/2012) Shrinking citieswropean Voice.
% European Environmental Agency (10/06/2013) Analydichanges in European land cover from 2000 6520
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The amount of municipal waste in Europe is expedtedyrow by a quarter.
Approximately 70% of all C@emissions come from cities. Urban Europe does not
only rely on its own country side resources bub as other regions in the world.
Currently, the footprint of the EU is larger thas bio-capacity. Urbanisation and
sprawl creates severe environmental, social andogc@ impacts for both the
cities and the countryside of Eurog@ver the coming decades, policymakers
need to continue to secure access to clean waterdaair, to healthy food, to
mobility and to decent housing, while limiting noig, air, land and water
pollution.

Urbanisation and the urban sprawl challenge Europes territorial balance
with a need for compact and green cities

Regardless of European city dwellers’ lower foatprcompared to the rural
population, there are environmental challenges adhoAccording to one study,
30% of city residents drive to work, adding tongiCO2 emissions and general air
pollution® The average consumption of renewable energy tsojusr 7% and a
long way short of the EU’s stated goal of incregdime share of renewable energy
usage to 20% by 2020. Almost one out of four lineger consumed in cities is
lost through leakage and less than one fifth ofralVevaste is recycled. Also,
changing human behaviour towards more environmgntaéndly habits is far
from easy, and there are only limited means to erage citizens particularly
knowing that many green technologies help to readwsts only in the long run.

The Most Sustainable EU Town

Copenhagen, the capital city of Denmark with 1.Hiom inhabitants is one of
the world’s and EU’s most sustainable towmbe city aims to become the
world’s first carbon neutral capital by 2025. In Copenhagen, a green rgof
policy is compulsory; new buildings need to incagie some vegetation and
pocket parks about half the size of a soccer et set up throughout the city
allowing 90% of all inhabitants to walk to a grespace within a short distan
The city draws much of its energy from the largestd turbine industry in th
world, supplying just under 20% of Denmark’s nedtispenhagen has a gree

%1 Economist Intelligence Unit (2009) European Gr&#y Index: Assessing the environmental impact ofdpe’s
major cities. Munich.
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traffic policy that expands bicycle lanes, encoesathe use of bikes and pedal
power, which is also positive for the inhabitaritealth. The green traffic polic
increases the city’s mobility and enhances oppdrasnfor businesses in the
capital. Over 1/% of the citizens use the bicycle as their mostegrefi mean
of transport to work on over 250 km of dedicatelleblanes. An estimate
35.000 cyclists make their way through the cityrash hour and on a dail
basis one million kilometres are cycled across @bpgen. By 2015, the cit
wants half of the population on a bicycle, clostimyvn a number of major roads
to cars, increasing safety and creating an extrekr@8of bike lanes. Also
bicycle tourism is rising in the city.

<

But there are some encouraging trends. Comparetht&r regions of the world,
citizen awareness of the importance of protecthmgy énvironment and of green
objectives has markedly increased in recent yeaidssa has that of LRAs through
urban innovation platforms. The challenge remains to increase the level of
compact cities in the EU Compact cities are characterised by dense and
proximate development patterns linked to publicndgport systems and
accessibility to local services and jobs. They hatvarter intra-urban distances and
less automobile dependency reducing,@issions. They conserve biodiversity
and farmland directly adjacent to cities. Most impotly, compact cities
contribute to the territorial balance with opporities for urban-rural linkages,
encouraging local food consumption, reducing thetatlice that food travels and
limiting greenhouse gas emissions. Compact citiss @ncrease efficiency of
infrastructure investment and costs of maintenaritey generate new green
needs that promote technological development andvation. Most European
governments have elements of compact policies inagke, but no single
comprehensive compact city model is applicable tdld_RAs. Each must take
local situations in to account?

92 Organisation For Economic Cooperation and Devekpn{2012a) Compact City Policies: A Comparative
AssessmenDECD Green Growth StudieBaris.
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Grenoble and Montpellier: compact city policies inEurope

The idea of a compact city aims to improve urbastanability in reaction t
sprawling cities. Compact cities limit the spreddidan areas, make land use
more efficient to protect the countryside and egiaial diversity, and improv
public transport as well as social cohesion. Grendeveloped a compact and
green environment at the heart of the city. It vedlgped a former militar
facility with army barracks into a green, open spaurrounded by dense
buildings. Today the area is a neighbourhood walw Energy-consumptio
buildings such as housing, recreation, offices ahdps planned around [a
central park. The Montpelier Agglomeration plan teano preserve th
environment and the attractiveness of the courtteythat is under pressure [of
urban sprawl. Moreover, Montpellier wants to depe#ém accessible city where
mobility is conducive to cohesion and social arrdtteial solidarity. Central t
reach this objective is to preserve space. Todhdtthe city imposed minimu
density norms and promoted integrated developmehtanstruction with retail
activity along new tramway lines. Around 50% of neanstructions lie at least
within 500 meters of the tramways and within erigturban areas.

The growing awareness of sustainable growth anchésel for compact city is a
challenge for rural areas. It is essential to namthe capacity for agriculture as
an essential driver of the rural economy. The #jtaind potential of many rural
areas remains closely linked to the presence acbrapetitive and dynamic
farming sector, representing around 5% of value added and 16%npfayment.
In the newer Member States, it is important to obidate the recent gains in
productivity and fulfil the full potential of agnidture.
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3.  Growing urbanisation and urban sprawl are putting more pressure on
European land with growing stress and damage to vokrable
ecosystems and habitats.

As cities expand into the countryside, the habitdtsnany animals and plants are
reduced. Roads and other infrastructure are carvalgable habitats dividing

wildlife populations into increasingly smaller gpsi This has serious
consequences for some of Europe’s most endangeeeces.

The addressing the urbanisation challenge is gamiomentum today within the
EU institutions. DG Regioof the Commission and ti&P Urban Intergroup are
very active. In this domairihe CoR and LRAs are challenged to develop their
capacity further and to strengthen cooperationwith both the Commission and
the EP.

4.  Declining EU Cohesion Funds and infrastructure invetments requires
the LRAs to do more with less and/or set up invenie policies over the
coming years.

The Structural Funds and the Cohesion Funds aréniwecial instruments of EU
regional policy intended to narrow the developn@isparities among regions and
EU Member States. Together with agriculture, theythe biggest spending blocs.
Both agriculture and cohesion policies sufferedyhdécreases for the upcoming
budgetary cycle (2014-2020). It follows an ongotrend in the EU budget away
from agriculture and cohesion policy allocatioridevertheless, the smaller
budgets, the new macro-conditionality and categorgeagainst the background
of the financial and economic crisis, and dauntingerritorial challenges mean
that over the coming years policymakers in LRAs wilhave to do more with
less. Noteworthy in this context is the performance resere released for the
performance of the Member States’ economy as a whehnd not the financial
discipline of the regional governmentsGiven the daunting long term territorial
challenges and growing disparities in the EU, the#sads might need to be
reversed for the 2021-2027 EU budgetary cycle.
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For the coming years LRAs face the challenge of smiar local investments,
more cooperation between territorial units sharing costs and profits, and
regional specialisation strategies.

With declining revenues and investment, LRAs wdled to invest smarter in the
coming decades to remain and become globally caotmgetThe key challenge is
to concentrate on knowledge resources and to hektto a limited number of
priority economic activities. Thismart specialisation allows regions to take
advantage of scale, scope and spill-overs in knigdeproduction, combining
innovation with specific strengths of the LRAs egory. Smart specialisation is
about generating unique assets and capabilitiesdbas the region's distinctive
industry structures and knowledge baSdsis a means to deliver a more targeted
Structural Fund support and a strategic and intedrapproach to harness the
potential for smart growth and the knowledge econdam all regions. Smart
specialisation is a key element for place baseduation policies.

Smarter local investment focuses on cooperatiowdssi territorial units, sharing
the costs and profits and encourages regions tadige in what they do bedt.
will be a challenge for LRAs to focus policy suppdrand investments on key
national/regional priorities and to identify the each region’s strengths,
competitive advantages and potential for excellenc&loreover, LRAs will need
to mobilise and stimulate private sector investmenthave all stakeholders fully
on board and encourage innovation and experimentatlost importantly, LRAs
will have to monitor and demonstrate progress. &pisroach is part of a broader
regional and local challenge which is to generatars sustainable and inclusive
growth.

This matters for the future of Europe because tneldpment of an economy
based on knowledge and innovation remains a fundtainehallenge for the EU as
a whole. Moreover, such cooperation relates to asmble growth, and
considerable investment is required to shift towasdresource-efficient and low
carbon economy. The LRAs smart specialisation a&sotributes to inclusive
growth between and within regions by strengthertegmgitorial cohesion and by
managing structural change, creating economic appity and investing in skills
development, better jobs and social innovatfon.

9 European Commission (6/10/2010) Regional Poligytrtbuting to smart growth in Europe 2020. Brussels

% Council of the European Union (26 November 201®33h COMPETITIVENESS (Internal Market, Industry,
Research and Space) Council meeting: Conclusiomsrmvation Union for Europe. Brussels.
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It will be a challenge for LRAs to improve their necessary performance over
the coming decades. Smart specialisation is a stegfic and central part of the
EU Cohesion Policy 2014-2020 as a key vehicle forseiring Cohesion Policy's
contribution to the Europe 2020 jobs andyrowth agenda.

Identified challenges with respect to ‘Territorial Governance and
Urbanisation’:

The uneven trend of continued global and EU urladiois with Europe as
one of the most urbanised regions in the world.
The continuation of urban sprawl but also the emwecg of urban-rura|
synergies in areas such as recycling, food andvanle energy production.
Growing urbanisation and urban sprawl put more qanesson European land
with growing stress and damage to vulnerable etesysand habitats.

Declining EU Cohesion Funds and infrastructure stweents require th
LRAs to do more with less and/or set up inventioéqges over the coming
years.

D

Key Question 1:

How can LRAs address the main challenges comingn froontinuing
urbanisation and urban sprawl?

Options and Suggestions:

Encourage rural-urban synergies in areas suchcgslirg (re-use locally)

food (buy locally) and energy production (produaeslly).

Set up committees/meetings with hinterland comnesitfor common

planning and public service provisions.

Develop long term compact city plans imposing dgnsiorms, putting

public transport at the centre of new constructioasnits for dense and low

energy consuming buildings.
= Preserve the country side while maintaining soctddesion between urban

areas and country side through public transport.
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Key Question 2:
How can the LRAs counteract shrinking cities in &e?
Options and Suggestions:

Let go of the idea that bigger is better and actegut (for now) smaller ca
be beautiful and better.

Initiate a research and consultation process #silts in an integrated r¢
development concept with strategic priorities acibas.

Demolish neglected buildings and, sell the landaphéo an intereste
neighbouring family, school, business, etc. uponciwvhithey may build g
playground, expand their business and/or creatnggpace.
Entice the right jobs which are geared towardsisesy local economy and
innovative sectors.

Incite voluntarism among citizens to help regereetiag city.

—

A\)1”4
1

|®N

79



5.5 Technology, ICT and Communication

1. The coming decades will witness the growing avability of big data,
giving way to a data deluge.

Data in the world is doubling every 18 months and &s become the ‘21st
Century’s new raw material’.®* The overall trend is that the world is becoming
more and moranterconnected by globally and continuously availale data
This data comes from a variety of sources. In 20bde than 4bn people, or 60%
of the global population, were using mobile phorf&sartphones’ penetration is
growing at more than 20% annually. Over 30mn nétew sensor nodes are
present in transportation, automotive, industniljties, and retail sectors. The
amount of these sensors rises annually with moam tB0%. Other big data
generators are store point-of-sale terminals amtk P& Ms. In more recent years
this has also included the gusher of data comirigobsocial media sites such as
Facebook posts and YouTube videos. Even larger atwoaf data will be
generated in the future when timernet of things becomes a reality referring to
the use of sensors, actuators, and data commumisatechnology built into all
sorts of physical objects and products. These thjeidl be able to communicate
and be controlled across the internet. It is ptegd¢hat the number of connected
devices in 2050 will be around 50 billién.

To harness the opportunities of data availability $ a challenge for the
economy and all levels of government.

‘Big data’, sometimes also called the data delige the term used to describe
these large volumes of data. The challenge fordaith does not lie with the
guantity of new information, but with how it is dewith. A lot of data is useless
unless one is able to analyse, process and usedtrhake better decisions
Companies and public services have been doindgdhimany years at the level of
structured data. The explosion wfstructured big data promises huge insights.
However,the public availability of data flows from different sources in any
from need to be ingested, combined and analysed yeld new insights The
sophisticated tools for analysis and discoveringdén patterns, trends or other
understandings to better tailor products and sesvio customers and citizens and

% Maude Francis (18/04/2012 ) Data is 'the new raatennal of the 21st centuryrhe Guardian.
% james Manyika, Michael Chui, Brad Brown, Jacquaghih, Richard Dobbs, Charles Roxburgh and Angela
. Hung Byers (June 2011) Big data: The next frorfieinnovation, competition, and productivity.

Ibid.,
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anticipate demand or improve performance has becoma®f the keys to this big
data science”®

The soaring online activity, the falling costs fapllecting and processing
information, and technology infrastructure desigh@danake it easier to combine
and analyse different streams of information haushpd the practice into more
industries and many different forms of decision-mgR°Everywhere from
medical professions healthcare policy, insurance policy, agricultural policy,
retail to policing andsecurity policy at the level of LRAs, the vast quantities of
information accumulating in the cloud can be ingelhtly reused and become a
foundation of innovation and new services.

Precision Agriculture

In agriculture, the move towardsptecision agriculture’, also called satellite
farming or site specific crop management techngleguld increase the yiel
on any farm by around 10% relative to the averdgbal annual crop yield ris
of about 1%. Farmers generate vast data and reseot®ng and cloud base
data collections on numerous variables from nutriemels and moisture t
weather patterns, details of soil types and sekds have been planted can
improve modern farmingPrecision agriculture aims to match farming piesi
more closely to crop needs (e.g. fertilizer inputsduce environmental risks
and the ecological footprint of farming and inceea®mpetitiveness through
more efficient practices.

[9° 20 © Nihid

Ca

98 Richard Waters (10/12/2012) Push to exploit arana® informationFinancial Times.
29, .
Ibid.,
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Analysing a range of data such as transactionsyding, purchasing patterns and
television viewing habits allows for the constroatiof individual profiles and
redrawing the relationships between retailers and @nsumers!® Big data
analytics allow for a better match between prodactd consumer needs, lower
prices due to price transparency and allow forédbpettansport and storage of
goods.Healthcare data analyticsallows for specialised tailored health treatments
reducing costs for both diagnosis and treatment.

It is a challenge for the LRAs to accelerate the nkang of well informed
choices and decisions on the basis of big data owbe coming decades.

The Global City Indicators Facility (GCIF)

The GCIF Aggregation Tool is set up to generatewkadge on regions angd
metropolitan areas. It accumulates large data diompeance and quality of life
from municipalities. The tool is designed to assgilicymakers with
information and take well informed decisions fogioaal planning in the areas
of infrastructure, transportation, land-use, enwinent, economic development
and competitiveness.

A3 4

A pilot exercise has been set up in Canada in threrfo Urban Region angd
facilitates the aggregation of municipal datde creation of the initial pilot
followed discussions in a working group with the IE@ember municipalities
in the province of Ontario, the Ontario Ministry ®&funicipal Affairs and
Housing, the so-called Growth Secretariat and tk#FGThe working group
identified 31 municipalities for the pilot exercisehe aggregation tool will b
operational in 2014 and serve as an example far @ilies globally.

A4

(1%

Big data analytics is aimed at making governments ral companies more
effective. The rejuvenation of public services should cordgiirough the rapid
implementation of services such egovernment, e-health, e-invoicing and e-
procurement. This will lead to more and better digital serngder citizens and
enterprises across the EU and free resources putblee sector for innovative use.
Open public data is an untapped resource with a hgential for building
stronger, more interconnected societies that betest that better meet the needs
of citizens in the 2’Lcentury. EU legislation should be designed tolitaté digital

100Jopson (11/12/2012) Caught between loyalty andrgdin. Ibid.
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interaction between citizens and businesses and pihelic authorities™
Interoperability and the re-use of public sectdoimation should be promoted

actively.

What is a Smart City: Two Perspectives

Smart cities have various names ranging from wiogther, digital, intelligent

and sentient cities. They are cities that use |I€R aevelopment strategy and
insert digital infrastructure into their urban febrfor entrepreneurial and

regulatory effect. More specifically, a smart amyeans urban places composg
of ‘everyware’ which is the pervasive and omnipréseomputing and digitally
instrumented devices built into the very fabricao€tity. These devices can |
fixed and wireless telecoms networks, digitally trolled utility services and
transport infrastructure, sensor and camera nesmbr&t monitor, manage ar
regulate city flows and processes and mobile comg@uike smart phones use
by many urban citizens to engage with and navighte city and which
themselves produce data about their users suabcasdn and activity. This i
the technocratic and technological perspective

Crucially, a ‘smatrt city’ also refers to the devahtoent of a knowledge econon
within a city-region driven by smart people, innbea and entrepreneurshi
ICT is regarded as the central platform for gemegaideas and innovation:

From that angle, the implanting of ICT in urbanrastructure is not seen t

make a city smatrt.

Rather, ICT in conjunction with human and socighitzd and wider economi
policy is a lever for economic growth and managdameh the urban
development. This ithe human capital, education, economic developmer
and governance perspectivavith ICT as enabling technology. In this contg
ICT Infrastructures are enabling technologies thecilitate social,
environmental, economic, and cultural development.

These two perspectives on smart cities have diffareplications for citizens o
smart cities.
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101 European Council (24-25 October 2013) Europeam@ibConclusions. Brussels.
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2. Against this background, there will be a growingpressure on LRAS to
better understand society, provide higher-quality &vic engagement with
government, use big data to improved health outconseand realise e-
health and e-education.

At the level of LRAs, big data analytics can pravidn important source of near
real-time information, whereby citizens can be \adyi involved in the entire
decision making process in a manner that was netiiple beforeBig data, ICT
and technology address a series of urban challengesd exploit the full
potential of information and communication technolay for better health care,

a cleaner environment and easier access to publiergices, the development of
innovation partnerships for smarter and cleaner urkan mobility.**

For instance, smart energy networks with smart sgridllowing renewable
generation, electric vehicles charging, and gritht@ing. Smart metering and
energy management systems and appliances allolevi@r energy consumption
and the use of more renewable resources. Datat&sabiso allow for more
sustainable mobility and low carbon public transpand individual transport
systems, including smart applications for ticketimgelligent traffic management
and congestion avoidance and freight distributidmother case in point is
ensuring greater public safety in LRAs on the basigrowing real time data that
will allow police officers to monitor potential cninal behaviour constantly and
prevent crimes.

102 European Commission (2011a) Cities of tomorrowll@hges, visions, ways forward. Brussels.
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One-stop data hub: New York, London Dashboard, Dulhked and
SmartSantanderRA

Many city governments use big data and real-time @malytics to manage
aspects of the functioning and regulation of a.cltye foremost example is the
transportation network. A central hub harvests diatan a network of cameras
and other sources to monitor the flow of trafficxgdher example is the collatign
of environmental city data on air and water podlati weather or seismic

activity. These examples concern isolated systeeadirgy with a single issug

and are controlled by a single agency. Most chi@ge such system(s) in place
but do not centralise all these types of data amaly#ics into a single hulf,

supplemented by broader public and open data a&mly$ome attempts do
exist, however.

The Office of Policy and Strategic Planning éw York City has created |
one-stop data analytic hub with data coming froffedent city agencies in a
attempt to govern, regulate and plan the city neffieiently and effectively.
Several terabytes of data are harvested on a Haglis in the office enablin
analysts to spot patterns and identify and solviy g@roblems. Most
importantly, New York City makes some of the data feely available in
machine readable format. This allows citizens and developers to build apps
that cut, mash and repackage the data for city Idvsel Likewise, the
Dublinked network connects the Dublin region’s four locakhauities with
universities, companies and entrepreneurs andsolffaervested data in an ope
machine readable format. Using live city data twel@ new products angd
services, Dublinked brings people together toriest ideas.

> U

©Q

An example of a free app using open machine readathta is
SmartSantanderRA The app provides information about 2700 placethen
city of Santander divided in a number of categosash as beaches, parks,
gardens, monuments, shops, museums, librariescgrdotsport, etc.
The city of London communicates live feeds of datecitizens that can find
instant information about public transport delatree weather, air pollution,
river levels, electricity demand, the stock markaty twitter trends, traffic
camera feeds. These data are complementedlLwitdon Dashboard, which
follows the performance of the city with respecjdbs and economy, transpoft,
environment, policing and crime, fire and rescuenmunities, housing, healtl
and tourism. The site allows non-expert usersatizens to monitor the city
for themselves and for their own ends.

I J
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In short, this phenomenon represents both a clgglén making sense of the data
available to companies and governments and an typykyr for those seeking to
enhance their effectivenesit. means harnessing advanced techniques and
technologies to capture, store, distribute, managend analyse big data®lt is
therefore critical to understand big data and expld its potential. Therefore,

in the EU, there is challenge for a big push to exgit the ocean of information
and promotion of key enabling technologies

Many European citizens, enterprises and LRAs ctlyedo not use ICT
technology and communication to its full potenti@ne consequence is the
growing difficulty in filling digital jobs with numerous sectoral vacancies, which
could rapidly grow over the coming yeatsTheskills mismatchis detrimental to
the EU economic and social policy objectives andllmwv the EU to fully harness
the power of big datat is therefore essential that a framework is putm place
that not only encourages the use, free-flow and ahlesis of data, but also
builds trust and provides the incentives to train he skilled personnel and to
deliver the knowledge base needed to mine it

The EU needs to develop a set of rules that magithie value and minimise the
cost of dataData needs to be freely available for re-use acrog§airope without
compromising on fairness, transparency or user convl. Data analytics require
interoperability, standardisation and, where pdssibarmonised formats for ease
of access. These open data standards are pad ldbtizon 2020 activities Most
importantly, the EU needs tavest in new types of computing infrastructures,
big data research, cloud computing and innovationhat allow software start-
ups companies to flourish Central to the innovation drive in this field apen
access to scientific results and data to boossdlence, products and services, and
to enable new techniques and collaborations betvdesmiplines'® The Digital
Agenda for Europe helps to harness the potential of big data angars of the
EU's strategy to delivesmart, sustainable and inclusive growth It focuses on
new public digital service infrastructures digital skills and jobs, property rights,
accelerated cloud computing through public sectoyifg power and a new
electronics industrial strategy. It is projectedhttithis agenda would increase
European GDP by 5% over eight yedFs.

103 commission (2012) Demystifying Big Data: A PraatiGuide To Transforming The Business of Government
104 European Council (24-25 October 2013) Europeam@ibConclusions. Brussels.

108k roes (23/05/2013 ) The Economic and social bénefibig data. Brussels.

106 European Commission (26/8/2010) A Digital AgendaEurope. Brussels.
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3. The EU is confronted with a fragmentation of reglatory approaches to
ICT and big data.

Despite the potential of big data and cloud computig, fragmented regulatory
environments in the EU and a lack of adopted interperability approaches
and standards pose significant barriers The lack of clear guidance in this field
causes regulatory uncertainty on how to apply #evant provisions from the
existing EU regulatory framework. Member Statesehatarted to adopt different
approaches, creating a risk of fragmentation of digtal single market and
deterring EU wide investment and innovati@itferent interpretations of existing
rules mean 28 different ways of enforcing. Therefaorking across borders can
be a costly enterprise in a highly connected EUs a challenge for the EU to
create a new, stable and predictable broadbandateguenvironment.

The challenge to create a single framework for a sgle market for big data
and cloud computing and promote high standards fosecure, high-quality and
reliable cloud services is of strategic importance.

The EU needs investment to accelerate the rolledunfrastructure capable of
achieving higher broadband speed targets, redubmgost and accelerating the
deployment of new technologies such as 4G. Thealleecconnected continent
package and the advent of a telecom single masketrucial and needs to be
delivered onToday's market fragmentation hampers the release ahe digital
economy's full potential. This requires a comprehesive approach fostering
innovation and competition in digital services The EU risks lagging behind. It is
noteworthy that in May 2013 the US president gavexecutive order to make all
public data bpen and machine readable as the new default for gernment
information’ . The order was given to strengthe® democracy, the delivery of
efficient and effective services to the public andcontribute to economic
growth.*’

4, The trend towards a fragmenting digital single market goes hand in
hand with the challenge to guarantee the privacy oflata in the EU just
at a time that public and private actors have growng knowledge about
citizens’ choices and preferences and the dawn afternet of Things.

107 The White House (09/05/2013) Executive Order -kiMg Open and Machine Readable the New Default for

Government Information. Washington.
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While big data has many promises, the next chadlaadiow to best use that data
while respecting th@rivacy concerns of European citizensThe most valuable
big data information is about people going onlimel dahe digital trail that they
leave behind. By making connections between diffesmippets of information,
big data can reveal far more than ever intendedvitably that means the
collection and use of big data is central to the d&ate on privacy and the use of
personal data. The EU needs a data protection framework thatdbuthat
confidence and permits that digital innovation.

In some senses the privacy genie is already otlieobottle The challenges posed
by big data run the risk are of being underestimatd, misunderstood and
misrepresented. The absence of a clear policy frawerk challenges citizens’
trust in the data-driven economy.The so-calledSnowden effect’has given way
to a more realistic assessment of what the accuimlaf large data is good for
and who benefits. Today European citizens, EUtutsins, LRAs and the market
pay much more attention to the internet giants wibh@n vast deposits of private
data. To protect these data, the EU is challenged to cande the long stalled
EU’s data protection reform, touching upondata sharing with other regions in
the world, cloud computing, secure, high quality aeliable cloud services and
setting up review networks of national digital aohoators to cooperate on cloud
and data issues.

Most worryingly is the feeble state of cyber setyum general. As the Oxford
Martin Commission for Future Generations notes:e‘fgotential for cybercrime
and cyber aggression within the digital world idatigely unconstrained by
jurisdictional boundaries and virtually unregulatey government agencies or
frameworks® There is a growing worry about the reach of stateveillance
tools™ to monitor cyber interactions and the vulnerapitif critical infrastructure
to cyber-attacks. ‘These are considered one ofntbet serious economic and
national security challenges states will face tieistury’'*°

108 pascal Lamy (15/10/2013) It’'s time to face uph® trises that are yet to conénancial Times.
109

110 Oxford Martin Commission for Future Generationst@er 2013) Now for the Long Term: The Reportha t
Oxford Martin Commission for Future Generationsf@d.
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It is important to foster the trust of citizens and businesses in the digital
economy, and the EU is globally challenged for a reing general data
protection framework to counteract the cyber-secutty threat in the context of
the completion of a single digital market.

5. Communicating the EU will remain an important task regarding the
representation of the EU in the various European phlic spheres for the
foreseeable future

The Communication strategy needs to inform citizehshe EU about the EU’s
added-value and its functioning and decisions wimgbact upon the daily life of
each of its citizen§! Informing citizens about the complex EU multi-
governance system and to engage citizens’ awarenes®l active engagement
in this system is challenging.

Communicating the EU, however, does not only falbithe hands of European
institutions. Neither are public communicators oslfuated on a national level;
also,local and regional levels are important facilitatos of communicating the
EUY2. For public authorities on all European levelsg tbbjective is to
communicate on the EU by giving information to zgms and to foster
participation of citizens. Moreover, public auth®s, including the EU
institutions, the national, regional and local auiires haveto enter into
dialogues with citizens'™® To this end, it becomes evident that there is al riee
EU institutions to work on such public communicatimgether with other public
institutionsin order to reach out to many public spheres on th&arious levels
of European governance

Adopting a decentralized strategy in communicatthg EU the CoR is an
essential communication facilitator The CoR gives a priority to function as a
catalyst between the EU Institutions and the locadnd regional authorities to
strengthen the efforts to communicate the EUA communication of the EU will
be best suited if EU Institutions convince natignaégional and local
communicators to communicate on the EU and if tipegvide them with

11 Raube, K., Marx, A., Van Aken, W., Soares Junibr(2013).Going local - The communication potential of
local and regional authorities’3 pp. Brussels: European Union, 34-35.

112 Niederhafner (2010) Stadte im EU-Mehrebenensys2680 : Anmerkungen zu den Potenzialen einer besser
integrierten lokalen Ebene - Cities in the EU mldtiel system in 2030 : comments on the potenfia better
integrated local level., in: Abels, Eppler and Khddds.) Die EU-Reflexionsgruppe 'Horizon 2020-2030"

113Herausforderungen und Reformoptionen fiir das MedmehsystenBaden-Baden: Nomos Verlag.
Ibid., 24
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assistanceAt the same time, public communicators need to show their local,
regional and national audiencethat the EU is of added-value by using specific
example of where and how the EU make a differembese narratives may well
look different from one public sphere to another.

Identified challenges with respect to ‘Technology, ICT and
Communication’:
A growing availability of big data giving way todata deluge.
A growing pressure on LRAs to better understandespcprovide higher-
guality civic engagement with government and usg data to improve
health outcomes, realise e-health and e-education.
A fragmentation of regulatory approaches to ICT higddata.
A challenge to guarantee the privacy of data inEhkat a time that publi
and private actors have growing knowledge abouteris’ choices and
preferences.
Communicating the EU will remain an important taskgarding the
representation of the EU in the various Europeablipuispheres for the
foreseeable future.

\J

Key Question 1:

How will the CoR and LRAs reconcile privacy and tieepublic benefit of big
data?

Options and Suggestions:

Organise workshops and conferences to study, analys contribute to th
debate on societal and policy uses of big datagpaihs a range of scientifi
technological, social, ethical, and policy challesg

Invite experts that explain the scientific, tectogital, social, ethical, and
policy challenges of big data.
Set up a data security unit in the administratibrihe LRA that protects
citizens’ privacy.

Install servers.

Encourage more and better ICT training in educaimiems.

D

C)
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Key Question 2:

How can the CoR and LRAs use the benefits of btg tmspur innovation ang

productivity growth and deliver more effective peldervices?

Options and Suggestions:

Harvest and centralise all data collected by thHerdint agencies in

individual LRAs to analyse and inform policy makiagd decisions.
Analyse the LRA data and take well informed decisjoincluding the
provision of tailored services for citizens andiagk greater effectivenes

efficiency and citizen satisfaction. Anonymisetak data gathered by/in the

LRA and make them freely open and machine readablall citizens,

businesses, software developers that wish to laiwee innovative, develop

software and apps and contribute to the governahttee LRAS.
Provide cheap land and infrastructure to compaanesstart-ups active ar

doing research in the ICT sector in order to emnag@rinnovation and the

creation of know-how and ICT clusters.

If not done already support G4 transmission ankfdptic cable systems 1{

increase data mobility for citizens.
Key Question 3:

How can LRAs enable big data and the Internet ahd$ to help improve

energy efficiency, ensure greater public safethencities and more inclusion of

citizens in policy making?
Options and Suggestions:

Organise a competition putting forward a number mal LRA
problems/questions that encourage innovative thanlon the basis of th
data cities harvest in real-time. The winners neeeia price and publi
visibility encouraging further innovation.

Encourage awareness and the possibilities of ki aad big data analytig
through organising information sessions and comoai@n campaigns.
Buy off-the-shelf products from companies with bdata analytics

experience and install as well as apply the newlyxts in the LRAS.
Encourage ICT, big data analytics and cyber sgclitdracy in the LRA’s

d

0]

O

S

education programmes.
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5.6 Political Governance and Democratisation

1.

The EU democracy and also national democraciesrea seriously
challenged to restore citizens’ perceptions aboutoice, trust, legitimacy
and more effective decision-making in the EU over he coming
decade$™.

EU citizens have increasingly grown discontented aloit the functioning of the
EU as a political systemWhen asked whether their voice matters in the EU a
record 67% of the electorate thinks it does nat (gaph).

Graph: Voice in the EU
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Source: European Commission (Spring 2013) Standard Euroteter.

A variety of trends in opinion polls make for unconfortable reading'™. In the
first half of 2013,less than one in threg30%) held gpositive view about the
EU, an absolute low. Less than one in thriegst the EU and national

14 Eor the relationship of the EU institutions and thcal level authorities see: Niederhafner (208@dte im EU-
Mehrebenensystem 2030 : Anmerkungen zu den Potenzier besser integrierten lokalen Ebene - €itie
the EU multi-level system in 2030 : comments on plo¢ential of a better integrated local level., Abels,
Eppler and Knodt (eds.)Die EU-Reflexionsgruppe ‘'Horizon 2020-2030": Herfauwderungen und
Reformoptionen fir das Mehrebenensystatden-Baden: Nomos Verlag.

115 Since September 2012 a majority of Europeans haweutral image of the EU (39%, =), and the proporbf
respondents for whom it conjures up a positive ienegntinues to be just higher than the proportanwhom it
is negative (30% positive, unchanged; 29% negatimehanged). See European Commission (Spring 2013)
Standard Eurobarometer. s.I.
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institutions. Moreover, electoral participation is volatifeand participation irthe
European electionshas been consistently lower than the turnout inonat
electionswith voter turnout falling (see graph). This legitimacy crisis varies
significantly across institutions and Member StatéEhe most extreme
manifestation can be found in the UK, where caksraounting to leave the EU all
together.

Turnout at the European elections (1979-2009)

EU12 EU15 EU25

1979 1984 1989 1994 ‘ 1999 2004 2009
Year

Source: European Parliament.

There is no doubt that the financial and economicresis has fanned the flames
of discontent among EU citizens, putting pressurerothe achievements of EU
integration carefully crafted over the last decades

The economic and financial crisis has put pressuareéhe political fabric of EU
integration. Anti-establishment and populist paom the far left and far right are
emerging throughout the EU. Exploiting the publense of economic insecurity
and fractured national identity, these parties lelahe EU for job losses, public
spending cuts and rising immigration. They shax®iae that advocates reforms,
resulting in a looser, nimbler EU bloc that questiccU accomplishments such as
free trade, open borders, free movement of persors,diversity and innovation
that comes with it. Polling data suggest there a¢cag fertile ground for such
messages across Europe over the coming years. lapGalrvey in 2013 found
that just over 40% of respondents believed things weredaded in the wrong

118 |nternational Institute for Democracy and Electokasistance (2004) Voter turnout in Western Eurgpee
1945. Stockholm.
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direction in the EU against only 26 per cent who we more optimistic'’.
Majorities in 16 of the bloc’'s 28 Member States sdi powers should be
reclaimed from Brussels.

2. If resentment continues to grow Eurosceptic pdical movements are the
likely beneficiaries with knock on effects for the 2014 European
Parliamentary elections and the composition of the European
Parliament.

Provided eurosceptic parties’ support grows durthg 2014 parliamentary
elections, the makeup of the European Parliamektbeidifferent until at least
2019. The effect could meamore difficult EU decision-making environment
posing problems for both the Commission and the Gduincil. Changes in the
political composition of the European Parliamenli wasult in shifting trends of
the EU legislation. The dynamic is such that fochedegislative proposal the
Parliament consults a wide array of stakeholdemd a@eds to build political
coalitions to turn them into law.

The effect of varying coalitions might be more pyanced in areas related to free
movement of persons and labour, border managememtigration and
environment—issues where eurosceptic parties ptigteter control§'®,

To counter or prevent such trends, José Manuel oBayr the European
Commission president, made an urgplaia for pro-integrationists to stand up
to the assault of those who ‘say Europe is to bldorethe crisis and the
hardship'®. A number of initiatives are underway. There iseffiort on behalf of
the European political parties to better conneeirthreferences with those of the
electorate. A case in point is tipersonalisation of EU electionswith EU-level
political parties entering the 2014 campaign witkitcandidates for the post of
Commission President. The Parliament is als®etting up a cleaEU wide
communication campaign adaptable to the local andegional context®.

17 30shua Chaffin (16 October 2013,) United by hibgtiFinancial Times,.
18 EyrActiv (02/09/2013) Report authors fear eurosicajpple in 2014 EU elections. Brussels.
19Barroso (2013) State of the Union. Strassbourg.

120 Kolja Raube, Axel Marx, Wim Van Aken and Jadir 88a(2013) Going local: The communication potertfal
local and regional authorities. Brussels.p. 175inele and Niederhafner (2008) Cities and organizedrest
intermediation in the EU multi-level systeBropean Urban and Regional Studi&$, 173-187.
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An EU Wide Communication Campaign Adaptable to theLRAs

In view of the 2014 European elections the Europgeariament has set up an
awareness and information campaign. To improve cthramunication of the
campaign, the Parliament set up a Download Cewtrh is an online platform
with all communication materials developed for carmgp purposes. LRAs can
download information and material to tailor the BSSues that are most relevant
to its citizens, city and region. These materialdude logos, grids, templates,
visuals for campaigns and events, photos, videoscé&mpaign events and
banners. The campaign focusses on substantivesissic@ as economy, quality
of life, Europe in the world, money and jobs. Fae tfirst time, Europea
political parties propose candidates for the pésEa@mmission President ahead
of the European elections.

3. Other challenges include ways for the EU to fuion more effectively
and aggregate citizens’ voice more effectively inrder to react to their
concerns and build trust at every level of governatg®. This is by all
means the foremost important challenge the EU is fang over the
coming decades.

It is expected thanhstead of a major and bold leap forwardthe EU integration
project is likely to be characterised lgngible governance projects. Such
projects are likely to set in motion varying trendsthat influence democracy and
EU governance over the coming decades. One sudiblaotnitiative is the
European Energy Community proposal from Jerzy Bume# Jacques Delot%.
The proposal suggests that the European Projecidsimake strides forward by
means of annitial core group of dedicated Member StatesThey suggest that
enhanced cooperations one way forward in areas ‘where the EU canffot@to
wait indefinitely, if its citizens are to continte believe in the European ide&?.
In a similar vein, the wider initiative omulti-tier governance in the EU argues
for governance models on the basisddferentiated integration.** It fulfils a

121 Niederhafner (2010) Stadte im EU-Mehrebenensys2680 : Anmerkungen zu den Potenzialen einer besser
integrierten lokalen Ebene - Cities in the EU mldtiel system in 2030 : comments on the potenfia better
integrated local level., in: Abels, Eppler and Khddds.) Die EU-Reflexionsgruppe 'Horizon 2020-2030"
Herausforderungen und Reformoptionen fiir das MedmehsystenBaden-Baden: Nomos Verlag.

122Jerzy Buzek and Jacques Delors (05/05/2010) Tanartew European Energy Community. Brussels.

123 pid.,

124 European Parliament (2012) Draft Report on camstihal problems of a multi-tier governance in theropean
Union: multi-tier governance in the European UniBrussels.
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forerunner function for deepening European integnastarted by a subgroup of
Member States but remaining open to all MembereStat

Other initiatives to bring the EU closer to thezghs areefforts to strengthen the
involvement of national and regional parliaments inEU governance The EU
needs to further develop a European system of gawee inpartnership,
reaching out to all parliamenta areas where they are responsible, ivehere
subsidiarity and multi-level governance are esserai elements The Treaty of
Lisbon acknowledges the increasing importance of natioaatl regional
parliaments in the EU integration process. It pdesi new tools to safeguard the
respect for subsidiarity principl@he challenge is to make the best use of these
instruments over the coming decades and translatéhé¢ Treaty into reality.
This means developing a common understanding amatinipe stakeholders to
address the lack of democratic legitimacy, respgcsiubsidiarity and multilevel
governance.

Tangible proposals in the areaafonomic governance concern involving local
and regional partners in preparing and implementing Europe 2020 National
Reform Programmes and counteracting the dramatic dgarliamentarisation
of economic and budgetary policie’s>. The economic governance reforms
contained in the Six-Pack, Two-Pack, Fiscal Comp#at European Stability
Mechanism and the enhanced powers of the Europeatral Bank (ECB) have
strengthened the EU centrebut not necessarilfhe democratic controlover it,
the accountability and legitimacy of its institutions. A case in point are the
limited powers national parliaments have over them@ission on matters of
economic governance or the role of the deeply &ted RAs in the European
budgetary framework. Thi®mpens the EU to criticism of being a largely
technocratic polity.

Parliaments, on the regional, national or Europeanlevel, are challenged to
bring democratic legitimacy to the coordination ofeconomic policiesand the
new European economic governance framework. Agahmst background, the
CoRs’ challenging mission is to ‘make EU decision-akers aware of the
reality in LRAs and their specific needs**® In the words of Commission
President José-Manuel Barroso: ‘One priority foe thost-2010 period will

125%tanl (6/11/2012) The growing role and responsibitif national and regional parliaments in the Haen
integration process. Eisenstadt, Austria.
129bid.,
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certainly be to increase the involvement of locall aegional authorities in
decision-making*?’

Other initiatives on the table are a greater ush@fright ofown initiative by the
EP, EU law simplification and the affirmation of the relevance of the community
method. The most symbolic measure to bring the et to the citizens’ is the
citizens’ initiative of the Lisbon Treaty. Under the citizens’ initiative, citizens
have the right to directly participate in or infhee the EU decision-making
process. One million EU citizens from different Meen States may take the
initiative of inviting the Commission to submit aogposal on matters where
citizens consider that action is required.

Over the coming decades the challenge for the CoR to foster encouraging
elected representatives at the level of the LRAsbéoome involved in the
European processThis raises the challenge of a growing need for mer
effective decision-makingpartnership aimed at drawing up and implementing EU
policies,strengthening of the CoR’s and LRAS’ cooperation wh the Council,
and deepening the cooperation with the Commissionnd the European
Parliament. The CoR’s and LRAs’ complementary role pertamss$sess already
in the pre-legislative phagke impact of EU proposals on EU territoriesand
ensure their correct implementation and to avoidesired effects. Moreover,
given the pervasiveness of EU legislations in theRAs, the CoR is challenged
to contribute to better law making, effectively ensuring the respect of the
subsidiarity principle, and to justify that the EU’s actions are importaot
citizens. European citizens are becoming increasiag/are that European law
concerns them in their everyday life. They wanktow the legislative process
and have ready access to legislative texts.

127 3086 Manuel Barroso (06/03/2009) Regions and<Citidurope, Engines for Recovery. Prague.
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The Strategy of Danube Region

The EU Strategy for the Danube Region is a macgmnal strategy with th
Danube Region countries and stakeholders partiogpab address common
challenges. The strategy is based on policies améstments in the Danube
region via the EU Cohesion Policy with an impacttbe livelihoods of 2
million citizens. It is tailored to the region amakrgets a coherent policy with
ecological, transport and socio-economic objectivE€se Strategy for th
Danube Region pursues better prospects of higheragidn, employment an
prosperity by 2020. To that end, the strategy umes an integrated approach
for sustainable development by identifying and digweag green technology,
better alignment of various policies and funding amercoming fragmentation

Most importantly, LRAs and CoR are challenged to stengthen local and EU
democracy, contributing to internal cohesion and mking the European
process more democratic and more inclusiv€. The responses to these
challenges depend on openness, participation, megplity, effectiveness and
coherence on the basis of multilevel governancee Tiiluences behind the
development of multilevel governance are, for ins& the reinforcement of
supra-national governance, the need for discussdidigs to manage rising
interdependence, pooling and sharing resourcesoughout Europe, there are
numerous examples of such approaches such as tlen&u of Mayors, the EU
cohesion policy and the strategy of the Baltic & Danube regions.

Identified challenges with respect to ‘Political Geernance and
Democratisation’:

EU democracy but also national democracies areusdyi challenged tc
restore citizens’ perceptions about voice, trieggitimacy and more effective
decision-making in the EU.
The financial and economic crisis has fanned thmds of discontent among
EU citizens putting pressure on the achievemenE bintegration.
Finding ways for the EU to function more effectiv@ind aggregate citizeng
voice more effectively to react to their concernd auild trust at every leval
of governance.

A4

128 Niederhafner (2010) Stadte im EU-Mehrebenensys2680 : Anmerkungen zu den Potenzialen einer besser
integrierten lokalen Ebene - Cities in the EU mldtiel system in 2030 : comments on the potenfia better
integrated local level., in: Abels, Eppler and Khddds.) Die EU-Reflexionsgruppe 'Horizon 2020-2030"
Herausforderungen und Reformoptionen fiir das MedmehsystenBaden-Baden: Nomos Verlag.
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Key Question 1:

How can the CoR and LRAs counteract growing diskattion of the
European electorate with the EU?

Options and Suggestions:

Organise an EU awareness communication campaitprecito the
different target audiences in the LRA and entay amtonversation witl
the citizens about the EU and the European elextion
Seek financial and material support from the Elldétier communicats
the EU to citizens.
Invite local MEPs and national politicians to explan the LRAs what
the EU actually does and why it is important todawvell-functioning
EU.

Mobilise representation in Brussels on improving gadyernance.
Organise an awareness and information campaignBuiticitizens andg
invite CoR representatives to explain why the CsRan essentia
building block of the EU and how it can bring th& Eloser to the
citizens.

Organise workshops and seminars on improving EUodesgy for EU
citizens.

Raise the game for preparing discussions, providwfigrmation and
communicate better the EU activities.

Adjust education programmes to explain EU democracyyoung
people.
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Key Question 2

How can the CoR and LRAs aggregate citizens’ vaicge effectively and re
build trust at every level of governance and makeHEuropean decision-making
process more democratic and inclusive?

Options and Suggestions:

Experiment with e-voting and e-elections at moxele within LRAS.
Make more use of e-portals with online forms, fesstkband make citizens
engage and do X, y, z online.
Use big data and big data analytics to directlyoimg citizens in the
governance of LRAs. On the basis of big data amalyine can:

- built citizens profiles about when and how thesg the LRAS services;

- tailor public services;

- set up satisfaction surveys about the servicesigeed and deduc

solutions on how to improve them;

- involve citizens in real-time and contribute twvgrnance.
Increase transparency of LRA decision-making byviliag citizens freg
access to anonymised data, government documenés\cés, procurement,
contracts and procedures.
Explain and simplify decision-making procedure&i®As and the CoR.
Invite and involve citizens, schools, universittescreatively find solutions
to governance problems via competitions, awardasntgrand co-operation
and make all new governance ideas projects fragijadle.
As the CoR set up a knowledge network involvingkslelders anc
members that inform best practices and benchmaudrigcal governance in
the EU.

(D
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5.7 Globalisation and International Issues: the Globakole of
Europe

1. Today, the trend from a bipolar and a unipolar world towards global multipolarity
continues to characterise the growing interdependex@ on unprecedented scale.

Over the past decades, the world has moved fronpaal to a multipolar and
multi-actor world order with various power centrasd a less certain global
security situation. There is no reason to beligvwd multi-polarisation will not
continue. Multipolarity means that thesiee fewer super stateandmore middle
powers in world affairs due to the rapid economic growth of emerging
economies, their increasing role on global markasl the share in foreign
investments.Brazil, Russia, India and China together with South Korea,
Turkey, Iran, Mexico and Nigeria are the emerging powers of today and
tomorrow that make their voices heard on the glgealpolitical scen&?’

Megacities

In 2025, over 20 of the world’s 50 most powerfulbecmic cities will be
located in Asia. Half of the European cities will longer be included on that
list. Shanghai and Beijing will be higher on thst lihan London and Paris and
Mumbai and Doha will overtake Munich. Today, the rldocounts 21
megacities representing 9% (or 324 million peopdé)the world’'s urban
population. The number of megacities is anticipatedse to 29 in 2025 with an
additional five in Asia (Shenzhen, Chongqing, Gudnay, Jakarta and Lahore).
The rise of the megacity will help drive economiowth and open up new
consumer markets in developing economies as newlenadiasses emerge. With
the EU and the LRAs having already experiencedetl@slutions, they can
share their experience and knowledge with risingldh classes in the
developing world.

129 5chinas (2012) The EU in 2030: a long-term vievieofope in a changing world: keeping the valueanging
the attitudesiEuropean Viewll, 267-275.
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The EU has fared well in such an environment widw markets growing
foreign direct investment and trade flows.!*® Simultaneously, in such
competitive environment the EU is challenged to play a global role followig
its economic interests, principles and valueslf the EU wants to retain its
interests in the new global order, it needs ina@dastegration in other central
political fields such as amtegrated approach of trade policy, development
policy, enlargementandneighbourhood policy, common energy policy climate
policy and the development of eommon migration and visa policy and
external border policy. One could call thighe externalisation of the Single
Market on a global scalé&*

2. Over the coming decades the world will witness risg middle classes in
the developing world.

Economic globalisation and growth in the emergingm®mies has lifted millions
into the middle classes. It is projected that mtran 70 million people are
crossing the threshold to the middle class eachr yeaalmost all emerging
economies. By 2020, roughly 40% of the world’s dapan will have achieved
middle-class status by global standards—up from than 20 % in 2010. This
createsmajor opportunities for investment and prosperity and exports to
emerging markets It also helps, for example, China, India and Braz self-
confidently assert themselves, generate patternsmtefdependence of cultural
values, and contribute to a sense of global cishg1** With the EU and the
LRAs having already experienced these evolutidrey tan share their experience
and knowledge withising middle classes in the developing world.

It means the EU needs to come to grips with the change of boosting the EU
External Action Services and a truly single diploméc corps!® This also
challenges the EU to come to grips with careful codination and reform of

global institutions.***

B0csa Strategic Planning Team (2012) The EuropediaP@nt 2025: Preparing for Complexity. Brussels.

131 \westerwelle (ed.) 17 September 20Ethal Report of the Future of Europe Group of FgmiMinisters of
Austria, Belgium, Denmark, France, Italy, Germabyxembourg, the Netherlands, Poland, Portugal apdiig
s.l.

132 5chinas (2012) The EU in 2030: a long-term vievieofope in a changing world: keeping the valueanging
the attitudeskEuropean Viewl1l, 267-275.

133 Wouters, Van Vooren, De Baere, Raube, Odermattdpalous, Tanghe and Van Den Sanden (2013) The
organization and functioning of the European ExaeAction Service — challenges and opportunities.

134 Oxford Martin Commission for Future Generationst@er 2013) Now for the Long Term: The Reportha t
Oxford Martin Commission for Future Generationsf@d.
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Today too many EU Member States wttho many voices sit at the tablan
international fora ofterboxing under their combined weight. Thisfrequently
results in declining global standing and presefodlith the entry into force of the
Lisbon Treaty, the EU is uniquely suited to take d¢mese leadership
responsibilities® It must enhance the coherence and political aduts external
action’* However, one challenge remairbe uneven balance and incoherence
between the EU’s capacities in the areas ofommon commercial policy,
development cooperation and humanitarian aid, gataent and neighbourhood
policy and external environmental policend a lack of cooperation,
development, and implementation of effective instrments in the area of
CFSP/CSDP.

Over the coming years, it will also be a challerigethe EU to stay open to
potential new members from Europe. The EU is chghke to honour its
commitments in the coming decade with regard toctiveent officialcandidates
including Turkey, and carry on with the negotiatjmocess?® The EU’s power of
attraction must also remain the centrepiece to ilstialg its immediate
surroundings by building on the existirmmlargement policy, neighbourhood
policy, Eastern Partnership andthe Union for the Mediterranean.

The EU enlargement policy and theEU neighbourhood policy have direct
relevance for the LRAs and the decentralisatiopafers in current and future
candidate countries, but also in respect to the &8dsrity, stability and prosperity.
The CoR has developed two platforms in this domiagn Euro-Mediterranean
Regional and Local Assembly (ARLEM)andthe Conference of Regional and
Local Authorities for the Eastern Partnership (CORLEAP). ARLEM brings
together LRAs from the EU and the Mediterraneantngas and ensures the
participation of LRAS in the Euro-Mediterraneanipoil debate and the exchange
of best practices. CORLEAP fosters relationshipth wix Eastern European and
South Caucasus countries, i.e. Armenia, Azerbaigeiarus, Georgia, Moldova
and Ukraine. Through the political forum of LRA®iin the EU and the Eastern
Partnership countries CORLEAP offers an opporturigy discuss the LRAs
contribution in the development of the Eastern riaghip.There is a general

135 Dominique Moisi (21 July 2009) One World, One EpgoPrague.

136 306 Manuel Barroso (16/12/2009) Europe’s Risitap&@ Role. Prague.

137 Wwesterwelle (ed.) 17 September 20Ethal Report of the Future of Europe Group of FgmiMinisters of
Austria, Belgium, Denmark, France, Italy, Germabyxembourg, the Netherlands, Poland, Portugal apdiig
s.l.

138 Buckley (09/05/2012) Currency crisis exaserbaekatgement fatigu€inancial Times.
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need to increase cooperation between LRAs in the$elds over the coming
decades.

3. Trade continues to grow but there is a potential fo a protectionist
backlash.

Over the last decades, the world has witnessedriteedest and deepest wave of
globalisation it has ever seen and levels of tradé foreign direct investment
progressed apace. In 2025, the volume of tradepisated to double in comparison
to 2005 with most growth coming from Asia. With teeonomic and financial
crisis, these achievements could come under presand progress in the
negotiations of the Doha Development Agenda ofWhEO, essential for the EU
prosperity, could be limited. The WTO anchors in&tional trade and a global
economy in an open rules-based system based onatimal law.

Trade: Mega-Regionalism in Ascendance

Megaregionalism based on trade agreements negotiateitheofU, US anc
Japan are in ascendance. The potential emergenctheofTrans-Pacifig
Partnership covering a third of global trade ambasible EU-US pact and the
other countries are a case in point. The trade modleding the US, Japan,
South Korea, Southeast Asia, and Australia migsa &le on the cards. A third
mega-region revolves around China, Japan, Southee&K@and India. Th¢
emergence of such mega-regional and plurilateadetagreements would focus
on trade liberalisation with strategic payoffswibuld herald the mega-regiongal
era

1”4

Meanwhile the EU has embarked bitateral trade negotiations with the US,
Japan, China, India and Canada It will be challenge to conclude those over
the coming years.For instance, akU-US free trade pactwould be the biggest
bilateral trade deal ever negotiated and couldaaddnd 0.5% to the EU's annual
economic output. ThEU-Japan free trade agreementims at a comprehensive
deal on goods, services and investment, eliminaanffs, non-tariff barriers and
covering other trade-related issues, such as ppbdicurement, regulatory issues,
competition, and sustainable development. Suchyegement is expected to boost
Europe’s economy by up to 0.8% of its GDP and erexdit400.000 job&® The
potential for a trade deal between the EU and Gansdilso progressing well,
creating sizeable new market access opportunitissnvices and investment.

139 European Commission (25/03/2013 ) A Free Tradeedgrent between the EU and Japan. Brussels.
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4.  Growing competition and rise of emerging powers andhe relative
decline of the ‘West’ calls for the redistribution of global power, the
EU's role in the international organisations and atthe global diplomatic
stage.

By 2030, the economic power will have shifted frdre West to the East and the
US, the EU and Japan’s share of the global ecormuid shrink significantly—
reversing their importance relative to the emerguagld. As a result, the calls for
rebalancing and more effective global coordinatiom one of the great challenges
of current times. Under such trend, the need fapeaation in the framework of
WTO as well as materialisation of a single Europeamce in multilateral
institutions becomes imperative. To deliver ondhabitious 2020 strategy, the EU
dares to become a more assertive player on thenattenal scene, developing
common international strategies and purposefullyaade new rules of global
governanceé?

A continuing trend in globalisation also comprisesincreased competition
exposing the EU’s weaknesse$§Vorkers in the EU and LRAs fear for their jobs
because they feel caught up with economic change. conomic crisis has
intensified this perceived downside of globalisatidt is a challenge to build a
global economic strategy that takes into accouatdhro as the world’s second
reserve currency and deals with the negative impzfctglobal economic
imbalances on Europe’s competitiveness. The clgdlermre abound and touch on
issues such dsair Trade, theGlobal Social Floor or theDecent Work Agenda
of the International Labour Organisation as impartacontributions to
international solidarity .

However, positive overall LRAs are unevenly affectk by globalisation with
profound differences among regions and sectord-or instance, the economic
structure of the new Member States is still coneatl in sectors with high
emerging market competition. Many regions in thet dlember States also have a
high share of employment in traditional sectorsgrmghcompetitive advantage is
based on low cost factors. In this respect, magions located in the North-West
of the EU (Finland, Sweden, Denmark, the UK anthird) are expected to be in a
rather favourable position. In contrast, many regitocated in the Southern and
Eastern parts of the Union, stretching from LatEastern Slovakia, Hungary,

140 Reflection Group on the Future of the the EU 2@Bfay 2010) Project Europe 2030, Challenges and
Opportunities, A report to the European Council thg Reflection Group on the Future of the EU 2030.
Luxembourg.
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Bulgaria and Romania to Greece, Italy, Spain armtuBal still appear to be much
more exposed to the challenge of globalisatiorDi202*

5.  Over the last few years the world has continued twitness the presence
of instability with new traditional and non-traditi onal security
challenges.

The security challenges will remain a key issue tfex EU over the next two
decades. Structural change in Asia, Latin America, Eurasia,and Africa and
particularly the Middle East with unresolvedeligious, sectarian, and ethnic
tensionswill continue to generatarmed violence,including organised crime and
terrorism. Transnational criminality also relatex geople havingho access to
education, employment and basic securitwill continue to be present. Other
issues relate to the dangers of proliferation ofapems of mass destruction,
authoritarian regimes, and the threat of extremiBinms is particularly the cagest
across the European borders of the Southern Mediteanean and Caucasus
New forms of insecurity also includsoft threats, human trafficking, money
laundering, migration, human rights abuse financial instability, environmental
degradation, and energy dependence and they are angarse, less visible and
less predictable than ever before.

Owing to their global character and required resporse, the EU is better suited
to address these types of instability challengé®¥. The EU needs to confront
reforms for theexchange of information rapid military reaction, border
management policy and asylum and visa policy They challenge the need for
deeper coordination and cooperation in areas sscdefence policy, military
procurement and non-duplication or overspending:hkillenges the need for a
culture of cooperation in judicial cooperation, lamforcement, border control and
health, social and civil protection, power expansmf existing agencies, and
instruments such as European Police Office (EUROP®&Urojust, the Situation
Centre, European Agency for the Management of peai Cooperation at the
External Borders (FRONTEX), European Asylum SuppQffice (EASO),
European Defence Agency (EDA) and the Counter-TismoCoordinator

141 Marina Mastrostefano, Lewis Dijkstra and Hugo PRuah (January 2009) Regions 2020 Globalisation
Challanges for European Regions. Brussels.

142 Reflection Group on the Future of the the EU 2@Bfay 2010) Project Europe 2030, Challenges and
Opportunities, A report to the European Council thg Reflection Group on the Future of the EU 2030.
Luxembourg.
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The Challenge of Lampedusa

Perhaps the most urgent illustration that called dofully integrated EU
response to global and regional challenges in tea af immigration policy
asylum and visa policy, border management, devetopipolicy, and the fight
against human trafficking are the continuing boagramt tragedies off the
Italian island of Lampedusa.

Since 2000, the island has become a major poientify for migrants coming
from Africa looking for a better future in Europ€hey make a perilous boat
journey, frequently in dreadful circumstances, astchnd off the coast qf
Lampedusa, often with deadly consequences. Witlerfélan 5000 inhabitants
the small community of Lampedusa makes up the soomhost part of Italy
Given its size and population, the island cannoglsihandedly deal with the
inflow of migrants and its humanitarian impact.2@l3, over 350 boat migrants
perished near Lampedusa looking for a better fututbe EU. Lampedusa has
become a symbol in the appeals for better EU baaddrmigration policies in
order to address today’s and tomorrow’s challenges.

To come to grips with the global security issueshef 2£' century require closer
and deeper coordination between the EU Member sStatpolicy areas such as
Justice and Home Affairsand Common Foreign and Security Policy (CFSP),
including its Common Security and Defence Policy (8DP) The EU Member
States are already contributing to global secuwityn just under 100,000 combat
forces and civilian personnel engaged to consaideaigoing peace and stability
processes in the world’s hot spatscooperatiorwith NATO, the UN and other
international organisations. Ti#J could do more if it pooled and shared more
of its resources and jumped traditional national hudles that prevent sharing
foreign and military policy instruments and tools particularly when national
defence budgets are seriously testéd.

4% bid.,
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Identified challenges with respect to ‘Globalisatio and International
Issues: the Global role of Europe’:

A trend towards global multipolarity continues thacacterise growing
interdependence in the world on unprecedented.scale

The world will witness rising middle classes in tteveloping world.

Trade continues to grow but there is a potentiahfprotectionist backlash.
Growing competition and rise of emerging powers tnadrelative decline o
the ‘West’ calls for truly EU representation in tiiernational organisation
and at the global diplomatic stage.

The world will continue to witness the presenceirgdtability with new
traditional and non-traditional security challenges

Key Question 1:

How can the CoR and LRAs help in building a trutyegrated approach of th
EU’s CSFP that projects the EU’s internal markeaatobal scale?

Options and Suggestions:

—h

As a border LRA, cooperate more with the EU neigitbood (e.g. Easter
Europe and Mediterranean) and raise issues witlhelpkésentation from that
experience.

Seek support from the CoR in cooperation with thlengighbourhood.
Within the CoR, organise all border LRAs in a knetlge network or grou
and exchange information, best practices, and lmeadhng. Subsequently
coordinate lobbying activities to advance an iraégndt EU CFSP thg
addresses LRAs needs.

=]
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Key Question 2:

174

How can the LRAs prepare for the continuing tremdjlobalisation and the
rebalancing towards Asia?

Options and Suggestions:

Support investment of highly innovative businegsrfroutside the EU with
specific regulation/tax discounts and real estatdsd
Create specific programmes to support citizensuitd bup businesses with
Asian companies.

Use sister cities relations to promote local preds@broad.

Support multi-language education in schools.

Take specific measures to prepare local busineggdbal competition.

Key Question 3:

How can the LRAs grasp the opportunities that ike of the global middle
class entails?

Options and Suggestions:

Send commercial and cultural missions to emergounemies to establis
contacts, exchange information and seek economiporgmities for
companies.

Share experience with the creation of middle ckssgth emerging
economies.
Set up twinning programmes with other LRAs and tbust with partnerg
throughout the world.
Make contact with LRA’s citizens that have movedoaol and learn fron
their experiences.

Encourage the businesses in LRAs to seek oppadsiieyond the EU.
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Annex 1. Five Areas, 25 Challenges,
Ranking

The five areas and the 25 challenges have been asmudpon the basis of a
comprehensive review and comparison of similar dighet exercises for EU
institutions and global international organisatioAso, a number of speeches by
prominent EU officials that set out a vision of faéure of the EU have been taken
into account®

Five Areas, 25 Challenges

1. Governance

1. Political governance (EU interdependence, EU imgn, EU institutional
balance).

2. Democratisation (institutions, accountability, legacy, effectiveness, e-
democracy, radicalisation, subsidiarity and prapaoslity).

3. EU Policies (EU enlargement, EU neighbourhood, GSEP regulatory
harmonisation).

4.  Global governance (global interdependence, IMF, WIN, G-8, G-20).

5.  Geopolitics (multi-polarity of EU, US, China, IndiBrazil, democratisation,
rise of Asia).

145 \while not exhaustive, these are some of the mogitant studies and documents that were consulted,
compared and analysed: CSG EP 2025 Long-term Trdmedsn (2013) The European Parliament 2025:
Preparing for Complexity: The Answers. Brussels,GCStrategic Planning Team (2012) The European
Parliament 2025: Preparing for Complexity. BrussElsropean Commission (2009) The World in 2025irigis
Asia and Socio-Ecological Transition. Brussels,dpgan Commission (2011c) Global Europe 2050. Blsisse
European Commission (2010c) European Forward LagpRictivities: EU Research in Foresight and Forecast
Brussels, Organisation For Economic Cooperation Raedelopment (2012b) Economic Outlook, analysis and
forecasts: Looking to 2060: Long-term growth pragpdor the world. Paris, Missiroli (2013) Stratefpresight
- and the EU, Franklin and andrews (eds.) 20M@gachange: The world in 205®Worldbank (2013) CHINA
2030: Building a Modern, Harmonious, and Creatiwei&y. Washington DC, Reding (2013a) A powerful
vision of the Future, Reding (2013b) A Vision fayd®-Crisis Europe: Toward a Political Union, Bao@2012)
State of the Union. strassbourg, Barroso (2013g%tbthe Union. Strassbourg.
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2. Economy and Finance

EU economic governance (EMU, (non-) Euro Area,amsti, regional, local
fiscal and budgetary policies).

Jobs, productivity and sustainable economic grdatihesion and structural
policy, transport, maritime affairs, labour marketconomic growth
stimulation, investment, industrial policy, infrastture).

The financial crisis and stability and recovery (EMand financial
supervision).

The rise of Asia, Africa and Latin America (tradeompetition,
manufacturing, economic interdependence).

The low-carbon economy.

Globalisation and economic interdependence (trgmteduction, EU-US
single market, FDI).

3. Demography and Society

European societal cohesion and solidarity.

European urbanisation (infrastructure, housinglipuhilities).

Ageing of European societies (shrinking populatibealthcare, impact
social security).

Migration and immigration (legal, economic, cultudaversity, security).
Demographic trends (population growth in Asia anfdc&, poverty, food
shortages).

4. Climate Change, Energy and Environment

Use of land and seas (forest, landscape, oceasasé river management,
bio diversity).

Scarcity and security of energy resources (exteenargy supply, energy
efficiency, consumption of (non-) renewables).

Pollution and recycling.

Global warming and climate change (potential tte@ead preparation).
Consumption of (non-) renewable resources (wad@,materials, food).
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5. Technological Change and Information Society (IT

1. Knowledge based societies (knowledge, informatioechmology,
multilingualism).

2. Research, education, skills and innovation.

3.  Digitalisation and digitisation shrink time and spgcommunication, media,
economy).

4, Industrial change/revolution (biotechnology, nawcbt®logy and data

processing, energy technology).

Ranking of Identified Trends and Challenges

The identified challenges were subsequently rarfkesh most relevant to least
relevant for the CoR and LRAs depending on theircgged impact on EU
integration and the CoR and the European LRAs. Taeking followed
discussions with the CoR services. More specifjcatl the ranking a distinction is
made betweeninternal and external challenges assuming that external
challenges have a more or less constant impactbmtégration over the coming
decades and are more difficult to influence. Intcast, the impact of the internal
challenges depends on the EU’s response over thengadecades, which varies
across the scenarios. For these challenges, Eurapesgration plays a double
role. It makes up the general context of the sdesaout also functions as a
challenge with an impact on both the trajectorythif CoR as an institution and
that of the European LRAs in the medium and lorrghielhe challenges with a
constant impact and on which EU integration wil&dimited direct influence are
those with low relevance. Those challenges on wthehEU has a direct impact
are those with more relevance.

1 High Relevance

1. Political governance (EU interdependence, EU imstegn, EU institutional
balance).

2. Democratisation (institutions, accountability, lagacy, effectiveness, e-
democracy, radicalisation, subsidiarity and prapaoslity).

3.  EU economic governance (EMU, (non-) Euro Area,amsti, regional, local
fiscal and budgetary policies).

4.  Jobs, productivity and sustainable economic grqatimesion and structural
policy, transport, maritime affairs, labour marketconomic growth
stimulation, investment, industrial policy, infrastture).
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The financial crisis and stability and recovery (EMand financial
supervision).

European societal cohesion and solidarity.

European urbanisation (infrastructure, housinglipultilities).

2 Intermediary Relevance

Ageing of European societies (shrinking populatitrealthcare, impact
social security).

Migration and immigration (legal, economic, cultudaversity, security).
Pollution and recycling.

Policies (EU enlargement, EU neighbourhood, CSFB®, iegulatory
harmonisation).

Use of land and seas (forest, landscape, oceaasasé river management,
bio diversity).

Scarcity and security of energy resources (exteenargy supply, energy
efficiency, consumption of (non-) renewables).

Knowledge based societies (knowledge, informatioechmology,
multilingualism).

Research, education, skills and innovation.

The low-carbon economy.

3 Low Relevance

External demographic trends (population growth isiaAand Africa,
poverty, food shortages).

Global warming and climate change (potential tter@ead preparation).
Consumption of (non-) renewable resources (wad&r,materials, food).
Digitalisation and digitisation shrink time and spgcommunication, media,
economy).

Industrial change/revolution (biotechnology, nawcbt®logy and data
processing, energy technology).

The rise of Asia, Africa and Latin America (tradeompetition,
manufacturing, economic interdependence).

Global governance (global interdependence, IMF, WIN, G-8, G-20).
Geopolitics (multi-polarity of EU, US, China, IndiBrazil, democratisation,
rise of Asia).

Globalisation and economic interdependence (tramteduction, EU-US
single market, FDI).
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Annex 2: The Future Evolution of European
Integration: An Overview of Three Key
Integration Theories

A necessary first step for the CoR 2025 foresigletr@se is a consideration of
the European integration literature. The develognoérEU integration theory

explains the past evolution and provides clues atheufuture of the European
integration process and the likely impact it wilve on the Committee of the
Regions (CoR) and the European local and regiamhbaties (LRAS) over the

coming decades.

1. Intergovernmentalism: A Europe of the Nation
States

Intergovernmental approaches to European integratie inextricably linked to
the first period of stagnation of the European grbjn the 1960s, the so-called
‘empty chair crisis’ when French Presid€ttarles de Gaulleefused to attend
EU intergovernmental conferences and stalled sapicaaral European
integration. The episode confirmed the obstinacygtate power and interests,
providing the background against whi@tanley Hoffmannformulated the
intergovernmentalist integration thedf§.Intergovernmentalism explained the
limits of supranational integration emphasising thaportance of EU
governments as gatekeepers for the transfer of Metates’ power to the new
international centre. Moreover, intergovernmentaliwas seen as inherent to
the European project because it rescued the nsttida in the post-World War |l
period, an age characterised by growing internatisation*” The modern
version of the intergovernmentalist school is dated byAndrew Moravcsils
liberal intergovernmentalism that carries on thatestentric tradition of EU
integration theory. Liberal intergovernmentalisnresgthens the dynamic
component of EU integration and explains the sisEesf European integration
in the 1980s and 19906%8.Today, liberal intergovernmentalism continues ¢cab
parsimonious baseline theory against which otheories are often compared.

1.1 Central Tenets

148 Hotfmann (1966) Obstinate or Obsolete? The FatéhefNation-State and the Case of Western Europe,
Daedalus 95, 862-915.

147 Milward (1984)The reconstruction of Western Europe 1945{5indon: Methuen, Milward, Brennan and
Romero (1992Yhe European rescue of the nation-statmdon: Routledge.

148 Moravesik (1999)The choice for Europe: social purpose and state gyofitom Messina to Maastricht,
London: UCL Press.
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The nation state is the point of departure forrggernmentalist approaches to
European integration. Intergovernmentalism derittes initial and ongoing
primacy of the nation state (as opposed to trarsrator supranational actors)
from international relations theory such as realiand neo-realism. States
behave as utility-maximising rational actors anderape in an anarchical
international system with emphasis on self-helpygroand relative gain's? On
the basis of these tenets, (neo-)realists weramissis and unenthusiastic about
the future of European integration and the roletled EU in the world.
Neoliberalism builds upon realism but crucially payiore attention to absolute
gains and the role of international institutiortsisithrough this combination of
the role of the state and liberal thinking conaegninternational institutions that
Andrew Moravcsik develops the three-step liberakengovernmentalist
approach to European integration.

First, The EU Member States are the overriding racto the European

integration process that model European integratmording to national goals
and interests. These national interests reflecspleeific economics, parties and
institutions of the individual EU Member States.eyhinfluence the Member

States’ preferences about EU integration on thés lidsdomestic political and

economic interest informed by EU market integratioational sovereignty and
identities.

In a second step, the Member States bring thederpnees to the negotiating
table. The outcome of the hard bargaining betwbenMember States reflects
their relative power, package deals and side patgnér smaller states.
International institutions such as the European @@sion (EC or the

Commission) have only a limited impact on the magbortant EU decisions

(the high politics of the EU).

Finally, liberal intergovernmentalists hold thewiéhat EU Member States pool
sovereignty in particular institutions to increabe credibility of their mutual
commitments and promises. They approach institatguth as the Commission
and the CJEU from the perspective of internationedanisations. These
institutions prevent the Member States from goiragkbon their promises,
monitor compliance and fill in the blanks of the E¥aties. The EU seen from
the perspective of a regulatory actor complemehts third step whereby
Member States ‘delegate regulatory tasks to supoa@h authorities with
powers of monitoring and of imposing sanctiofi%’.

149 Waltz (1979)Theory of international politicBoston, Mass: McGraw-Hill.

150 Majone (2005)Dilemmas of European integration: the ambiguitiex gitfalls of integration by stealth,
Oxford: Oxford University Press.
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As a result of the three steps, the milestonedhienndad of EU integration are a
reflection of the convergence among the most pawdff) Member States’

preferences that are mirrored in the grand EU lasgaith side payments for
the smaller Member States. The EU Member Stategh&rémasters of the

treaty’ that continue to enjoy pre-eminent decigwaking power and political

legitimacy. The EU institutions are compliant ageot the EU Member States
and only have limited and clearly delineated powgr3hey lack expertise,

resources and popular support to expand their p@vdhe expense of the
Member State§? Moreover, according to liberal intergovernmentalis

European integration mostly occurs at the levethef market while the core
functions of the nation state such as foreign gadi@te remain at the national
level.

A number of more recent works have continued tor@ggh the EU from the
viewpoint of the EU Member States as lying at tearhof today’s EU and EU
policy making with the most recent approach exmhgrthe transformation of
nation states to EU Member States as a result ahiggration'>

151 pollack (2012) Realist, Intergovernmentalist, amdtitutionalist Approaches in: Menon, Jones and
Weatherill (eds.Jhe Oxford Handbook of the European UniGxford: Oxford University Press. Moravcsik
and Schimmelfennig (2009) liberal intergovernmeastal in: Wiener and Diez (ed€European integration
theory,Oxford: Oxford University Press.

152 Leuffen, Rittberger and Schimmelfennig (2013ifferentiated integration : explaining variatiomithe
European UnionBasingstoke: Basingstoke: Palgrave Macmillan, 2pp340-41.

153 Bickerton (2012)European integration : from nation-states to membates,Oxford: Oxford university
press, 2012.
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2. Neofunctionalism - Supranational Governance:
Federations d’Etats Nations

Neofunctionalism was the first theoretical explaatfor the appearance and
integration of the EU. For neofunctionalists, tmeeegence of the EU provided
fertile ground to formulate a counter theory agaideminant state-centred
approaches to explain international relations.elagtof an international system
characterised by wars, recurring insecurity and dbeninance of the great
powers, they held that institutionalisation proesstad given way to a rule-
governed system. Despite the famous declarationthen Obsolescence of
Regional Integration Theorpy one of its main proponents and its presumed
death in the 1970s and 1980s, the theory was redomdmmodified in the 1990s
in the form of supranational governance approacheday neofunctional and
supranational approaches to EU integration are es#img a revival.
Particularly in the context of the financial crisibe theory generates useful
empirical hypotheses about the EU’s current anaréutlevelopment.

2.1 Central Tenets

Haas Lindberg Schmitter and Nye were the early proponents of
neofunctionalisnt>* Drawing on the writings of the EU’s founding fathe
neofunctionalists argued that the state was nosaleactor on the international
stage. Supranational organisations and transnatismaeties are important
actors and once they are created, they gain sffigmpetus to expand their
functional scope, level of centralisation, anditerial expansion beyond the
level national governments had originally intend€dnsequently, the EU has
the transformative potential that allows for it develop out of the area of
international relations into a different type oflipo*>> Central to the theory is
the definition of integration and spillover processlefined as ‘process whereby
political actors in several distinct national sggs are persuaded to shift their
loyalties, expectations and political activitiesveod a new larger centre, whose
institutions possess or demand jurisdiction overgxisting national stateS*

154 Haas (2004) The uniting of Europe: political, shcand economic forces, 1950-1957, Notre Dame, Ind
University of Notre Dame Press, Lindberg (1963) phétical dynamics of European economic integmatio
Stanford: Stanford University Press, Schmitter ()9& revised theory of regional integration, Beekel
University of California, Schmitter (1969) Threeorinctional hypotheses about international intégra
Berkeley: University of California, Nye (1971) Peain parts : integration and conflict in regional
organisations, Boston: Little Brown and Company.

155 Leuffen, Rittberger and Schimmelfennig (2013ifferentiated integration : explaining variatiomithe
European UnionBasingstoke: Basingstoke: Palgrave Macmillan, 204;3. 62.

158 Haas (2004)The uniting of Europe: political, social, and ecomic forces, 1950-195MNotre Dame, Ind:
University of Notre Dame Press, pp. 366-7., pp.-366
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Sandholz Stone Sweet and Fligstein updated and refined the early
neofunctionalism in the late 1980s in the form @brsnational institutionalism.
In contrast to the earlier theory, they are nanash interested in explaining the
path EU integration would follow towards ttimalité of the project. Their
energy was concentrated on the study of ‘the psesesand outcomes of the
institutionalisation of the EU, the appearance dedelopment of supranational
rules, the capacity of transnational and supranatiactors to shape and
interpret these rules, and the effect of such galeerned activity on cross-
border transactions and the reshaping of the Ebloaity structure®>” The new
focus broadened their research area from the geillprocesses in the economic
realm to the expansion of EU integration in newiggodomains and the shift
towards increased centralisation.

More specifically, on the basis of institutional papaches to politics,
supranational governance theory comprises threaeglts: (a)a transnational
societycomposed of actors and groups with transnatiooalsgand interests; (b)
supranational organisationgith independent capacity to resolve disputes and
build rules, and; (cx rule based systefor normative structure) that defines the
polity.**® Instead of assuming that political actors wouldtgheir loyalties as
early neofunctionalists had assumed, supranatgisalsist that supranational
expansion can occur without that ultimate shifloyflties.

157 sandholtz and Stone Sweet (19&8yopean integration and supranational governaridew York: Oxford
University Press, pp. 16-20, Stone Sweet, SandhoitzFligstein (2001The institutionalization of Europe,
Oxford: Oxford University Press, p. 3.

158 sandholtz and Stone Sweet (2012) Neo-FunctionaisthSupranational Governance, in: menon, Jones and
Weatherill (eds.Jhe Oxford Handbook of the European UniGxford: Oxford University Press.
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3. Multilevel Governance

Gary Marks*® coined the term multilevel governance in 1988 aaaeptualise
the evolving EU structural policy after the SoutheEU enlargemerit?
Traditional integration theories such as liberaéigovernmentalism could not
account for the size and implementation of the cétmal funds. Their
governance involved partnerships between natiomagional, local and
supranational actors with their proper communicatibannels. Once created,
the Member States could not easily control these metworks between
subnational, supranational and transnational actdbhe networks operated
independently and had diverging preferences fromsdehof the Member
States?®! From these modest beginnings, multilevel goveraaheory was born
and it quickly became a full-fledged approach foalgsing the EU.

Multilevel governance regards the EU as a politisgstem and draws on
comparative politics but eschews state-centric @atpve politics
conceptualisations because they fail to captursuiagenerisEU. Instead,
multilevel governance theory draws attention toatiegjons and networks, the
role of satellite organisations, and institutiorelhtionships®

3.1 Central Tenets
Similar to neofunctionalism, multilevel Governantigeory questions state-
centrism and holds that the operation of supranatimstitutions and agents in
the EU integration process can only be imperfecintrolled by the EU
Member States. On the spectrum of traditionalgiretgon theory between state-
centric theories and supranational theories, newkil governance theory is
located closer to the neofunctionalism/supranatisma side than that of
intergovernmentalism. However, in contrast to tiggaimic baseline theories of
European integration, multilevel governance is le§sa macro theory. For
instance, it does not explain the occurrence amdgjrpss of EU integration.
Instead, it is a middle range, meso-level theaaétipproach that accounts for
the day-to-day workings of the EU and Europeangwaion. The multilevel
governance approach views the EU ‘through the ééreomparative politics as

159 Gary Marks was a student of Martin Lipset and draw insights from comparative politics and thesfatist
tradition with respect to questions of competingisgiction, competence and shared sovereignty. See
Michael Burgess in Wiener and Diez (20@)ropean integration theory)xford: Oxford University Press,
25-45,

160 parks (1991) Structural Policy in the European @Gumity, in: Sbragia (edBuro-politics: institutions and
policymaking in the new European communit\gshington D.C: Brookings Institution.

161 Pagoulatos and Tsoukalis (2012) Multilevel Goven® in: Menon, Jones and Weatherill (ed$i¢ Oxford
handbook of the European Uniddxford: Oxford University Press, pp. 62-63.

162 peters and Pierre (2004) Multi-Level Governancd Bremocracy: A Faustian Bargain?, in: Bache and
Flinders (eds.Multi-level governanceQxford: Oxford University Press, p. 77
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a political systeii® rather than as an international organisation uuieg a
process of integratiori®

Multilevel governance theory assumes that the Efblgcentric and composed
of non-unitary states with fragmented national goweents that have lost
control to other actors at sub-national, nationdl-&nd supranational level.
European-level policy-making is no longer the soésult of aggregated
domestic interest represented at the internati@val because decision-making
competences are shared by different actors atreliftelevels. These actors
represent a plurality of collective interests thaim alliances across national
borders potentially promoting an agenda of othgmamational actors such as
the Commission, the European Parliament and th&JCJE

While multilevel governance theory continues to teerole of the EU Member
States as one of the most important actors thatribate to European
integration, ‘one must analyse the independent blEuropean-level actors to
explain European policy-making> This view is based on the rejection of the
separation between the national and internatioeakll Two arguments
underline this proposition. First, multilevel gomance theory contradicts the
lowest common denominator outcomes of the statériceriew of European
integration which only apply to the scope of EUennation. Instead, EU
regulations governing the Single Market are zem-@nd involve losses for
individual Member States. Second, EU policy-maksopformed and fashioned
by interconnected political arenas with subnatioaelors engaging in both
national and international levels contributing ke tformation and activity of
transnational associations in the process. In shational actors are no longer
the gate keepers to the EU and share control camous activities that take
place in their own territories.

Central to multilevel governance approaches is tbke of supranational

institutions, especially the European Parliamédrg, European Commission, the
CJEU and the European Central Bank (ECB), with peaelent influence on

policy making that cannot be derived from theirer@s agents of national
executives. More specifically, the individual sasgnty of individual states is

diluted both by collective decision-making amongvgmments and by the
autonomous roles of the EU institutions that predudes and policies beyond
the preferences of the Member States. This hagplary been underlined by
the change from gpermissiveconsensusto a constraining dissensusn

183 Hix and Hgyland (2011)he political system of the European UniBasingstoke: Palgrave Macmillan.

164 Pagoulatos and Tsoukalis (2012) Multilevel Goven® in: Menon, Jones and Weatherill (ed$i¢ Oxford
handbook of the European Uniddxford: Oxford University Press, p. 63

165 Hooghe and Marks (200Nulti-level governance and European integraticanham, MD: Rowman &
Littlefield Publishers, p. 3
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European integration. Against this backgrouHdpgheandMarks proposed a
post-functionalist research agenda accounting feg Vvarying degrees of
politicisation of the EU across countries drivenitdgntity instead of economic
interests’®®

Multilevel governance focuses much more on contpndcess, context and
bargaining as well as supranational functional cdsnadvisory groups and
technical committees. It concentrates on the pracof EU policy and
governance as a process through multiple, ovemagppirisdictions where
authority is distributed across different territdrievels and shared between
government and non-state actors). Multilevel goaroe approaches categorise
EU policy-making in four different chronologicalegis: initiation, decision-
making, implementation and adjudicati$hlt is in the last step that multilevel
governance approaches are most present when diffators are in close
contact. At this stage, Comitology, which is sumabsto monitor the
Commission, ended up promoting the participatiomegfions and LRAs. Over
all the stages the EU Member States are being &deilsto a multi-level polity
by their leaders and the actions of numerous sidratand supranational
actors’'®®

166 Hooghe and Marks (2009) A Postfunctionalist Themirfeuropean Integration: From Permissive Consensus
to Constraining DissensuBritish Journal of Political Scienc&9, 1-23.

167 Hooghe and Marks (200Nulti-level governance and European integraticnham, MD: Rowman &
Littlefield Publishers.

168 1bid., p. 27.
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