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ABBREVIATIONS

BEMIP

Baltic Energy Market Interconnection Plan

CAP Common Agricultural Policy

EBSA Ecologically or Biologically Significant Marine Area
EEZ Exclusive Economic Zones

ERDF European Regional Development Fund

EU European Union

EUSBSR European Union Strategy for the Baltic Sea Region
FDI Foreign Direct Investment

FUA Functional Urban Area

GDP Gross Domestic Product

GHG Greenhouse Gases

HELCOM Helsinki Commission

KM Kilometres

IUCN International Union for the Conservation of Nature
ICZM Integrated Coastal Zone Management

MPA Marine Protected Areas

MSP Maritime Spatial Planning

NGO Non-Governmental Organisation

PPP Power Purchase Power

RPI Regional Potential Index

SDG Sustainable Development Goal

VASAB Vision and Strategies around the Baltic Sea

VASAB CSPD/BSR

Vision and Strategies around the Baltic Sea (VASAB)
Committee of Spatial Planning and Development / Baltic Sea
Region
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DISCLAIMER

Statement of the Member States of the European Union participating in the VASAB
Committee on Spatial Planning and Development of the Baltic Sea Region

VASAB (Vision and Strategies around the Baltic Sea) is a cooperation of ministers responsible for
spatial planning and development of the Baltic Sea Region countries, established in 1992.

The main VASAB mission is to prepare policy options for the territorial development of the Baltic Sea
Region, to provide forum for exchange of knowledge, promote and participate in cooperation projects
which provide added value to achieve well - integrated and coherent region as well as collaborate with
other pan-Baltic, macro-regional, European and other international organisations and initiatives.
VASAB also coordinates Policy area ‘Spatial planning’ of the EU Strategy for the Baltic Sea Region
(EUSBSR) in two action fields — land-based and maritime spatial planning aiming to increase the
territorial cohesion in the Baltic Sea Region.

The Member States of the European Union participating in VASAB — Estonia, Finland, Germany,
Latvia, Lithuania, Poland, Sweden — are deeply concerned and strongly condemn the military
aggression to Ukraine by the Russian Federation, supported by Belarus. This unprovoked and illegal
military attack breaks international laws and violates the fundamental principles and aims of peace,
cohesion and democracy. Due to these circumstances, we have decided to suspend Russia and
Belarus from the VASAB Committee on Spatial Planning and Development of the Baltic Sea Region
and Steering Groups of the EUSBSR Policy area ‘Spatial planning’ for land-based and maritime spatial
planning and participation in related activities. Our countries are at the same time also founding
members of the Council of the Baltic Sea States where a similar decision on suspension of
participation by Russia and Belarus has been made and is in effect.

The current decision may be reassessed when cooperation under the fundamental principles of
international law has become possible again.

Decision

Due to the armed aggression by the Russian Federation with support of Belarus against the sovereign
state Ukraine, the Member States of the European Union participating in VASAB decide to suspend
Russia and Belarus from the VASAB Committee on Spatial Planning and Development of the Baltic
Sea Region and Steering Groups of the EUSBSR Policy area ‘Spatial planning’ for land-based and
maritime spatial planning and participation in related activities.

4th March, 2022
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1. UPDATING THE VASAB LONG-TERM PERSPECTIVE

Since the first VASAB vision “VASAB 2010. Towards a Framework for Spatial
Development in the Baltic Sea Region” in 1994 and over the years VASAB has been forward
looking. A proof for that is not only the development of its Long-Term Perspective for the
Territorial Development of the Baltic Sea Region, which is a forward-looking document per
se, but also the update of this living document throughout time for different time horizons.
Since its adoption in 2009 several things have changed in the Baltic Sea Region, in Europe
and globally. Integration have been strengthened and new cooperation frameworks emerged.
Under these new conditions, VASAB is currently adjusting to these changes updating its
Long-Term Perspective for a new time horizon, namely by 2040.

The update of the Long-Term Perspective is a process that combines content updates
and co-creation processes in parallel, involving to the largest extent the VASAB Committee
on Spatial Planning and Development of the Baltic Sea Region (VASAB CSPD/BSR)
members, as well as external players in a number of workshops. This co-creation approach
aims to involve VASAB throughout, increase ownership and create commitment. The process
for updating the Long-Term Perspective capitalises on the work done so far and builds upon
the strong metaphors developed by VASAB, namely the pearls (urban networking and urban-
rural cooperation), the strings (internal and external accessibility), the patches (areas
supporting dynamism and quality of life) and the system (comprehensive terrestrial/land-
based and maritime spatial planning). Nevertheless, they will be seen through a fresh
spectrum, given the current challenges, trends and changes.

Another important element for the update of the Long-Term Perspective is a focus on
being extrovert, i.e. looking at VASAB in the Baltic Sea Region and beyond. Given the high
mutual interdependencies of places today, where changes in one place have an influence in
other places, going inward and focusing on national policies is not optimal anymore. One
needs to think and look at the wider picture.

Lastly, the update of the VASAB Long-Term Perspective has focused on an integrating
picture of a number of elements. First, this results the Baltic Sea Region territory. VASAB is
comprised by both EU and non-EU members that are driven by cooperation and shared
interest for this desirable change. The VASAB vision looks at the whole Baltic Sea Region as
an integrated region, without distinguishing between EU and non-EU members. Second, the
vision recognises the importance of both spatial and maritime planning in the region and
therefore presents the land and sea interactions in an integrated way and comprises both
spatial and maritime elements, without again making a distinction. Third, the vision also looks
at sustainability from an integrated perspective, with sustainability being blended in all four
metaphors throughout the vision document.

The VASAB vision is developed and embedded in the framework of a number of
European, intergovernmental, transnational and national policies, strategies, programmes,
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plans, visions and initiatives, as shown in Figure 1. More information on these can be found
in sections 3.1 and 4.8. Indicative scenario exercises developed in the Baltic Sea Region are
presented in Text box 17.

EU Regional and Cohesion
Policy

European Digital Strategy Motorways of the Sea
EU Biodiversity Strategy Trans-European Transport

Netowork

New European Bauhaus
Territorial Agenda 2040 New Leipzig Charter 2020

European Green Deal

Long-term vision for rural areas
Rural development

Rail Baltica
Interreg
Baltic Energy Market Interconnection plan
Northern Sparsely Populated Areas network
Spatial plans and vision — Finland -
EpatiallplansisGenmany Spatial vision — Poland
VASAB Long-Term P
Spatial plans and development strategy — Russia Perspective
for the Territorial ’ Spatial plans — Denmark
Development of the Spatial vision — Sweden
el vl = LifiuemE Spatial vision — Belarus Baltic Sea Region
4
Spatial plans — Norwa:
Spatial vision — Latvia
Maritime spatial plans — Germany — N
Spatial vision - Estonia Maritime spatial plans —Finland Maritime spatial planning Roadmap (tbd) — Russia
Maritime spatial plan — Lithuania Maritime spatial plans — Sweden
Maritime spatial plans — Denmark

Maritime spatial plan — Latvia Maritime spatial plan — Estonia

Figure 1The policy framework around the VASAB Long-Term Perspective 2040
Source: Authors’ own

The Final Draft Report is comprised by four elements. The first element is the final draft
of the background synthesis report. The background report forms the basis for preparing the
vision, by presenting selected items and topics of the present situation of the Baltic Sea
Region that are most relevant for the vision. The report also presents the relevant future-
oriented projects and also trends that provide the first steps towards looking at the future of
the Baltic Sea Region. The background report will accompany the vision document. The
second element is a report on the vision process. This regards the results of the co-creation
process, i.e. the internal and external workshops, the outreach activities and survey, as well
as presents the concept for the implementation and assessment framework of the vision and
the players to bring along. The third element regards the latest update of the vision document,
complemented with the latest input and feedback. The fourth element regards the concept for
the stakeholder consultation process, including presentation material.

The final draft background synthesis report is an updated background report, setting
the scene and informing the vision process, by presenting the situation in the Baltic Sea
Region ‘as is’, i.e. reflects on the present situation of the pearls, strings, patches and system.
It then gradually shifts towards first indications about the Baltic Sea Region ‘to be’. Its sections
present the current situation of the Baltic Sea Region, the path towards the development of
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the vision and some first insights towards the future, addressing the comments and feedback
sent by the VASAB CSPD/BSR. The report concludes with points for the future steps. The
scope of the background synthesis report focuses on selected items that are relevant for the
development of the vision. This report informs the update of the vision and it is not the vision
itself.

Chapter 2 gives a short overview of the Baltic Sea Region’s achievements so far.
Chapter 3 gives the overall context of the vision process and highlights the way of thinking
when designing a vision. It also introduces two key elements that influence the future, namely
policies and future trends. Based on these a first indication towards the shared value-base
for the vision is introduced.

Chapter 4 presents the Baltic Sea Region of today going through the future from a
territorial perspective. Taking as starting point the four key metaphors of the VASAB Long-
Term Perspective, namely the pearls (urban networking and urban-rural cooperation), the
strings (internal and external accessibility), the patches (areas supporting dynamism and
quality of life) and the system (comprehensive terrestrial/land-based and maritime spatial
planning), it gives a description of the current situation, gradually shifting towards the future
by describing possible future potential and trends that will influence the Region.

2. THE BACKGROUND

Over the past twelve years the Baltic Sea Region has experienced considerable growth
and respective territorial developments, great part of which could be attributed to having a
common vision on the long-term development. ‘Part of the strong Baltic Sea Region growth
story was due to domestic policy choices and good economic management. But part of the
success was due to the process of Baltic Sea Region integration — which provided a strong
basis for GDP growth and for income convergence’ (Skilling, 2018). The Long-Term
Perspective for the territorial development and the European Union Strategy for the Baltic
Sea Region (EUSBSR) as the first macro-regional strategy in the European Union have had
a significant impact on the regional integration. VASAB plays a prominent role in the
governance framework of both strategic processes.

Having recovered after 2008-2009 economic crises, since 2012 the Baltic Sea Region
economies have generated strong GDP growth rates relative to the rest of Europe over the
past 20 years. ‘Exports between Baltic Sea Region countries account for just under 20% of
total exports from the Baltic Sea Region economies. This is led by Latvia and Estonia (with
intra-Baltic Sea Region export shares of 40-55%), well ahead of the Nordic countries that
export more to other European countries. And about one third of the inward Foreign Direct
Investments (FDI) stock into Baltic Sea Region economies comes from other Baltic Sea
Region countries: again, this is dominated by the Baltic countries, who have received
substantial investment from the Nordic countries. Integration has allowed for comparative
advantage to be exploited, as capital has flown from the richer countries to the poorer
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countries in the region. Further eastwards economic integration has been hindered by the
escalating sanctions on Russia, and the counter-sanctions by Russia, which has constrained
cooperation and exchange between the these parts of the Baltic Sea Region, incl.
complicating export and also the situation for people and businesses directly or indirectly
affected by this (Skilling, 2018).

Below are the key achievements linked to the overall objectives of the Long-Term
Perspective by the three main thematic areas and actions adjusted in 2014.

Probably the most pronounced advancement has been achieved in ‘Enhancing
maritime spatial planning and management’. Since 2010 the Baltic Sea region has been
among the EU frontrunners in drawing up and applying maritime spatial plans which are
coherent across borders and apply the ecosystem approach throughout the region. The
process was reinforced following adoption of the EU maritime spatial planning directive in
2014. Nearly all Baltic Sea Region countries are engaged in maritime spatial plans with
Russia being slightly behind in the process. The country specific plans in EU member states
are expected to be finalised within 2021. Baltic Sea Region maritime spatial plans can be
considered as one of the most prominent achievements of the Long-Term Perspective which
is being developed thanks to active cooperation of all the Baltic Sea Region countries within
a joint HELCOM-VASAB Maritime Spatial Planning Working group.

In the area of ‘Improving Internal and External Connectivity’ infrastructure investments into
the sections of core network corridors of the Baltic Sea Region were listed in the Long-Term
Perspective. Of these investments, the Rail Baltica project stands out as a completely new
section of the TEN-T North Sea-Baltic Corridor. In 2019, this backbone for the integrated
railway system in the eastern part of the Baltic Sea Region has entered its construction phase.
Its completion is envisaged in 2026.

Overall, the macro-regional transport development perspective has been high on the
EUSBSR agenda, inter alia, thanks to the active role of VASAB. In 2019, VASAB has
prepared the joint transnational spatial vision on regional development, logistics and mobility
along the North Sea Baltic corridor which has been disseminated among spatial planning and
transport experts (Interreg Baltic Sea Region et al., 2019). It is intended to serve as a
conceptual reference for public officials, advancing implementation of the transport and
development corridor that is stretching from Hamburg to Umea.

‘Promoting Urban Networking and Urban — Rural Cooperation’ has been the third
thematic area of Long-Term Perspective to enhance cooperation of urban areas, promote
urban-rural relations and labour market trends and activities. Broad partnerships representing
various governance levels and sectors have been brought together around the VASAB Long-
Term Perspective to jointly the territorial disparities and evolving tendencies by long-term
policies. Here, such actions as the Baltic Metropoles Network or presently the Nordic-Baltic
Network within METREX (the network of European metropolitan regions and areas),
elaboration of the Nordic-Baltic Space Transnational Development Perspective (METREX,

VASAB LONG-TERM PERSPECTIVE FOR THE TERRITORIAL
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2019) and VASAB events sharing development experiences of small and medium-sized cities
and towns and demographic challenges can be mentioned.

In 2019, an ESPON Targeted Analysis ‘Territorial scenarios for the Baltic Sea —
BT2020’ acknowledged possible events that may take place in the future and made a
comparison between them and the VASAB Long-Term Perspective. The comparison
indicated at the present Long-Term Perspective actions that should be continued adapting
them to the new situation as well as those that are no longer relevant. The convergence of
VASAB Long-Term Perspective recommendations and integrated actions was proposed to
focus on (i) medium-size cities, (ii) secondary regional networks, (iii) wise use of local
endogenous assets, but the Baltic sea, in particular, (iv) increased residential attractiveness,
(v) immigration to compensate demographic decline, (vi) development of public services of
general interest (SGI) and (vii) cross-border service networks based on new technologies
(viii) increased focus on climate change adaption, water resources and renewable energy as
well as (ix) further Baltic Sea Region integration through monitoring, research and spatial
planning (ESPON, 2019b).

3. THE OVERALL CONTEXT

A vision for VASAB 2040. The update of the VASAB Long-Term Perspective is about
the development of a shared spatial vision for the entire Baltic Sea Region in 2040, comprising
both the land-based/terrestrial spatial and maritime spatial aspects, that respects the
characteristics, challenges and potential of the Baltic Sea Region, putting its places, people
and the health of the Baltic Sea in focus. It is a ‘we-ssion’ — a mission towards improving
together the Baltic Sea and its territories for a better quality of life of the future generations.

A desirable future for 2040. Visions define a desirable picture of the future. This
picture is based on a core set of shared ideas, values and principles of the stakeholders
developing a vision. Shared visions matter, as they bind together people who share a
common aspiration. Visions raise their power from a common caring of people for the future.
They are coherent, concrete and powerful forces to make a desirable change. They give
people a purpose and direction to actions, offering guiding principles for their thoughts and
actions.

Thinking of 2040 and beyond — visions fighting short-termism. Our attitude
towards the future can often be described as ‘tempus nullius’, where the future is seen as
‘nobody’s time’ and our view for the future is characterised by a political and social myopia
(Krznaric, 2020). Long-term thinking is a challenge and a weakness in current democracies,
which seem to have difficulties tackling longstanding challenges such as climate change
(Randers, 2012). This often results in a dead end of short-sighted political decisions that
prioritise current to future generations with the latter being mostly affected by the current
decisions. Long-term thinking is pivotal for the survival and the well-being of future
generations. An antidote to presentism can be the so-called ‘cathedral thinking’ (Krznaric,
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DEVELOPMENT OF THE BALTIC SEA REGION 1



®VASAB

VISION & STRATEGIES
AROUND THE BALTIC SEA

2020). The term is inspired by the epic acts of past generations of the medieval times who
built huge cathedrals that require years of work and which only their grandchildren may be
able to see finalised. Cathedral thinking gives the direction for the vision thinking: visions
require long-term thinking and not short-term decisions so that future generations and the
grandchildren of our grandchildren can enjoy a fulfilled life and past generation can leave a
remarkable legacy. Therefore, although the VASAB vision looks at the Baltic Sea Region in
2040, the way of thinking through the whole process needs to go beyond this timeframe.

Visions need to be combined with actions. Reflecting on possible desirable futures
may easily be turned into daydreaming, lacking concrete focus and direction. Visions need to
be combined with actions and vice versa (Bohme and Luer, 2016). The VASAB 2040 vision
shall describe a desirable future and give the overall direction of where the Baltic Sea Region
should go. This direction in itself paves the way for coordinated actions and steps to be taken
to get closer to the overarching future of the vision. Actions linked to the VASAB vision for
2040 shall inform policy makers to realise this desirable future.

Future is shaped by policies and trends. The future, however, is unpredictable. In
fact, the only constant is that things in the future will change. Two key elements may radically
shape changes and hence the future: policies and trends. Policies are shaped by our choices.
In our interconnected world, lives have got more complicated and people explicitly but very
often also implicitly make daily dozens of choices. Well informed future-relevant choices of
today, may be the chance to define a future legacy and gradually build a desirable future. At
the same time, trends and changes take place daily, influencing territories and peoples’ lives
in the short or longer term. Trends may influence policies and policies may define new trends.
Looking at both will give us a better picture of how a desirable future for the Baltic Sea Region
may be built.

3.1 RELEVANT POLICIES

The VASAB Long-Term Perspective takes account of various existing or emerging
policies in the region and its neighbourhood. They can be distinguished by geographical or
geopolitical areas as well as policy areas they cover. First of all, for most of the Baltic Sea
Region countries various EU policies, such as cohesion, rural and transport policies are of
high relevance. As of 2021 the European Commission (EC) launches several new strategic
frameworks both due to the start of the new programming period as well as in response to
the COVID-19 crises. They offer notably new policy approaches, such as, for example,
NextGenerationEU and New European Bauhaus, which are also relevant for the Long-Term
Perspective update. Secondly, the Northern Europe and its countries have a number of
common initiatives, of which the EUSBSR and the Northern Dimension should be mentioned
among the most significant. Thirdly, the region is located in an area where interests of Russia
and the Euro-Atlantic community collide defining a necessity to consider also relevant
Russian and Byelorussian policies as well as the overall geopolitical security aspects of the
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region. Last, but not least the region is committed to reaching the Sustainable Development
Goals (SDGs) adopted by all United Nations member states in 2015. The UN 2030 Agenda
for Sustainable Development (UN Agenda 2030) recognises that ending poverty and other
deprivations must go hand-in-hand with strategies that improve health and education, reduce
inequality, and spur economic growth — all while tackling climate change and working to
preserve our oceans and forests. Achieving the 17 SDGs require a global partnership of all
countries which should be brought down to more regional and local level cooperation. VASAB
is highly involved in this process, contributing to and working closely towards four SDGs.
These are namely SDG 9 ‘build resilient infrastructure, promote inclusive and sustainable
industrialisation and foster innovation’, SDG 10 ‘reduce inequality within and among
countries’, SDG 11 ‘make cities and human settlements inclusive, safe, resilient and
sustainable’, and SDG 14 ‘conserve and sustainably use the oceans, seas and marine
resources for sustainable development’.

The EU Regional development and Cohesion policy beyond 2020 will drive EU
investments towards achievement of five main objectives: (i) Smarter Europe, (ii) Greener,
carbon free Europe, (iii) a more Connected Europe, (iv) more Social Europe and (v) a Europe
closer to citizens. European Structural and Investment Funds implementing Cohesion Policy,
also offer additional territorial tools to further support cooperation, such as the Integrated
Territorial Investments and the Community-led Local Development tools. In addition to the
initiatives by the European Commission and the European Parliament, there are also several
initiated and maintained by direct collaborative processes of the member states, such as, for
example the Territorial agenda 2030 and Leipzig Charter. All of them aimed at reaching the
above objectives.

The European Green Deal aims at a more sustainable EU economy and the Union
becoming climate neutral in 2050. The EU Green Deal plans boosting efficient use of
resources by moving to a clean, circular economy, restoring biodiversity and cutting pollution
(European Commission, 2019). Its ambitions are fully in line with the Baltic Sea Region
priorities defined in the EUSBSR and thus will provide support in reaching them. The region
is expected to benefit greatly from the EU Green Deal action plan that foresees (i) investing
in environmentally friendly technologies, (ii) supporting industry to innovate, (iii) rolling out
cleaner, cheaper and healthier forms of private and public transport, (iv) decarbonising the
energy sector, (v) ensuring buildings are more energy efficient and (vi) working with
international partners to improve global environmental standards. The Sustainable Europe
Investment Plan is the investment pillar of the EU Green Deal, while the Just Transition
Mechanism is a key tool to ensure that the transition towards a climate-neutral economy
happens in a fair way, leaving no one behind.

The EU Biodiversity strategy for 2030 acknowledges that “protecting and restoring
biodiversity and well-functioning ecosystems is key to boost our resilience and prevent the
emergence and spread of future diseases” (COM(2020) 380 final, 2020). It recognises that
‘investing in nature protection and restoration will also be critical for Europe’s economic
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recovery from the COVID-19 crisis’. For the good of our environment and our economy, and
to support the EU’s recovery from the COVID-19 crisis more nature needs to be preserved.
In this spirit, at least 30% of the land and 30% of the sea should be protected in the EU. This
is @ minimum of an extra 4% for land and 19% for sea areas as compared to today. Hence,
VASAB Long-Term Perspective update needs to consider also this aspect.

The European Digital Strategy' acknowledges that development, deployment and
uptake of technology makes a real difference to people’s daily lives and supports a strong
and competitive economy that masters and shapes technology in a way that respects
European values. It provides for a frictionless single market, where companies of all sizes
and in any sector can compete on equal terms, and can develop, market and use digital
technologies, products and services at a scale that boosts their productivity and global
competitiveness, and consumers can be confident that their rights are respected.

Sustainable blue economy policy acknowledges a shift from blue growth to
sustainable blue economy in support of the European Green Deal (European Commission,
2021b). Sustainable blue economy will create new opportunities for jobs and businesses,
contribute in addressing climante and biodiversity challenges, transform the blue economy
value chains, support green maritime transport, aquaculture, offshore renewable energies
and others.

Through the Trans-European Transport Network policy? (TEN-T), the EU builds an
effective EU-wide transport infrastructure network. The Connecting Europe Facility is a key
EU funding instrument that promotes growth, jobs and competitiveness through targeted
infrastructure investment at European level. It supports the development of high performing,
sustainable and efficiently interconnected trans-European networks in the fields of transport,
energy and digital services. Connecting Europe Facility investments fill the missing links in
Europe's energy, transport and digital backbone. For VASAB Long-Term Perspective update
such TEN-T initiatives as the Motorways of the Sea and Rail Baltica are of a high relevance,
in addition to the comprehensive railway network.

Motorways of the Sea. In the 2001 Transport White Paper: European transport policy
for 2010, the EC set out an ambition to shift transport from road to sea. Motorways of the Sea
became an important tool facilitating this multi-modal shift and forms the maritime pillar of
TEN-T. Motorways of the Sea builds on the TEN-T core network corridors, ports and logistics
centres throughout Europe, shall increase connectivity between the member states and
facilitate concentration of freight flows to sea-based routes reducing road congestion. From
2020, Motorways of the Sea align sustainable, smart and seamless European Maritime Space
as key priorities. Related funding comes from Connecting Europe Facility where Motorways
of the Sea priorities for Connecting Europe Facility 2021-2027 focus on implementing the
European Green Deal, promoting digitalisation and multi-modal integration (European

! https://ec.europa.eu/digital-single-market/en/content/european-digital-strategy

2 https://ec.europa.eu/transport/themes/infrastructure/ten-t_en
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Commission, 2021a). The Baltic Sea is one of the six major sea basins included in the
programme, with 19 Core Network Corridor ports connecting the Baltic Sea shipping routes
with four Core Network Corridors (Baltic-Adriatic; North Sea-Baltic; Orient-East Med, and
Scandinavian-Mediterranean) (European Commission, 2020d).

Rural development is the “second pillar” of the EU Common Agricultural Policy (CAP)
reinforcing its “first pillar” by strengthening social, environmental and economic sustainability
of rural areas. The “second pillar’ safeguards a balanced territorial development of rural
economies and communities including creation and maintenance of employment. The new
CAP 2021-2027 aims to foster a sustainable and competitive agricultural sector that can
contribute to the EU Green Deal, especially with regard to the Farm to fork strategy and
Biodiversity strategy (European Commission, 2020e).

The long-term vision for rural areas is a European Commission initiative for
developing a common European vision for vibrant, connected, and sustainable rural areas.
The four key elements of the vision for rural areas towards 2040 are: (i) stronger rural areas,
with vibrant local communities, increased service provision and digital tools, (ii) connected
rural areas, focusing on improved public transport and digital infrastructures, (iii) resilient rural
areas that foster wellbeing, focusing on climate change, natural hazards and economic crises
resilience, iv) prosperous rural areas, which are attractive places to companies, improve the
added value of agricultural practices and are based on local economies .

Farm to Fork strategy as a part of the EU Green Deal aims at speeding up the shift
to fair, healthy and environmentally friendly food systems. The strategy acknowledges the
tangled connections between healthy people (universal access to sufficient, safe, nutritious
and sustainable food), healthy societies (affordability of food while fairer economic returns,
fostering competitiveness of the EU supply sector and promoting fair trade) and healthy planet
(neutral or positive environmental impact) (European Commission, 2020c) and addresses
challenges and means in all food systems phases (production, distribution, consumption and
disposal).

The New European Bauhaus? initiative connects the EU Green Deal to our living
spaces. The COVID-19 crisis has shown that many topics are interlinked and that new
thinking comes from breaking silos, just as the New European Bauhaus movement did one
hundred years ago. The New European Bauhaus would like to facilitate the exchange of
knowledge between people across Europe and to create an interdisciplinary project. It
focuses on green transition, through more sustainable building renovations, affordable
housing and improving living spaces across the EU. It wants to make the EU Green Deal a
cultural, human centred and positive, “tangible” experience calling on all Europeans to
imagine and build together a sustainable and inclusive future that is beautiful for eyes, minds,
and souls.

3 https://europa.eu/new-european-bauhaus/about/about-initiative_en
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Territorial Agenda 2030 (TA 2030) is a strategic policy document for spatial planning
in Europe, its regions and communities and, hence, it is highly relevant also for VASAB Long-
Term Perspective. TA 2030 provides a framework for action towards territorial cohesion and
a future for all places in Europe. Adopted by the Ministers of EU member states, as well as
Norway and Switzerland, responsible for spatial planning, territorial development and/or
territorial cohesion in December 2020 it underlines the importance of and provides orientation
for strategic spatial planning and calls for strengthening the territorial dimension of sector
policies at all governance levels. It seeks to promote an inclusive and sustainable future for
all places and to help achieve SDGs in Europe (Territorial Agenda, 2020).

The New Leipzig Charter 2020 agreed upon by the Ministers of EU member states
responsible for urban matters re-emphasises the pursuit of the common good using the
transformative power of cities. It provides a policy framework to envision and realise European
and global agreements, such as the Paris Agreement and the EU Green Deal at the urban
scale. It promotes integrated and sustainable urban development and recognises that the
urgent global challenges may intensify social disparities. The Charter emphasizes the need
for inclusive and affordable urban policy that ensures safe services and infrastructure.
Particular consideration is given to comparable living conditions for citizens in small and
medium-sized towns and cities in shrinking areas (New Leipzig Charter, 2020).

EUSBSR is the most relevant regional level strategy for the VASAB Long-Term
Perspective update. It aims at "embedding" all the above EU policies into the regional context
and vice-versa, i.e., ensure that the regional interests are reflected in the EU policies.
Introduced in 2009, the EUSBSR was the first macro-regional strategy of the EU. One of its
policy areas - ‘Spatial Planning’ -aims at increased territorial cohesion of the region and
provides the roots for this update. Development in most of the other 13 policy areas are
directly related to the spatial planning activities. The 2021 revised Action Plan is now more
focused and considers the emerging global challenges, the EU’s new strategic frameworks,
the 2021-2027 Multiannual Financial Framework, as well as the governance challenges of
the EUSBSR. Policy areas are more streamlined and placed into a strategic context. Their
contribution to the UN SDGs is defined.

Interreg — European Territorial Cooperation. Cross-border and transnational
Interreg programmes are an important cooperation platform and funding source for players in
the Baltic Sea Region. The programmes focus on a number of priorities and objectives,
following the Common Provisions Regulations. A number of transnational and cross-border
cooperation programmes take place in the area. Transnational cooperation programmes are
the Interreg Baltic Sea Region Cooperation programme, the Interreg Central Baltic
Cooperation programme, the. Cross-border cooperation programmes are the Interreg
Germany (Mecklenburg-Vorpommern-Brandenburg)-Poland, = Germany-Denmark, the
Interreg South Baltic Cooperation programme, the Interreg Sweden-Denmark-Norway, the
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Interreg Sweden-Finland-Norway, the Interreg Latvia-Lithuania, the Interreg Lithuania-
Poland, the Interreg Estonia-Latvia.

Rail Baltica*: stands for the construction of 870 km railway line complying with all
technical specifications for interoperability (TSIs) in the European standard gauge rail network
and implementation of high-speed trains connecting the Baltic States with the western
European railway network. Planned to be finalised by 2026, the new railway line will eliminate
the missing rail link of the EU’s North Sea Baltic TEN-T corridor the EU’s North Sea by
connecting Helsinki, Tallinn, Parnu, Riga, Panevezys, Kaunas, Vilnius and Warsaw. This
investment will enable a better integration of the Baltic States to the European market and it
is estimated to generate societal and economic benefits (e.g. integration of labour markets,
increase accessibility to services) that will exceed the investments of 5.8 billion Euros
necessary for its implementation and operability.

The Baltic Energy Market Interconnection Plan® (BEMIP) was agreed in 2009. Its
primary objective is to achieve an open and integrated regional electricity and gas market in
the Baltic Sea Region. The initiative's members are Denmark, Germany, Estonia, Latvia,
Lithuania, Poland, Finland and Sweden. Norway participates as an observer. The three Baltic
States' electricity grid still operates synchronously with the Russian/Byelorussian systems.
BEMIP aims at synchronisation of the Baltic grid with the continental European network by
2025. A number of cross-border and domestic infrastructure projects have been completed
across the Baltics to improve their integration with the Nordic electricity market. A notable
externality of the BEMIP initiative is the Baltic Sea Offshore Wind Joint Declaration of
Intent. Recognising the substantial potential for offshore wind power in the Baltic Sea to be
most efficiently achieved through a cooperative regional approach such an initiative was
signed in 2020.

The Northern Dimension® is a mutual regional policy framework between EU, Russia,
Norway, and Iceland, launched in 1999 and renewed in 2006. Covering a broad geographic
area - European Arctic and Sub-Arctic, Baltic Sea, north-west Russia, Iceland and Greenland
- this policy aims to foster dialogue, improve stability, well-being and economic cooperation
and integration, to boost competitiveness and sustainable development in Northern Europe.
As one of the instruments for promoting regional development this framework supports sub-
national and governmental cross-border and trans-boundary cooperation. One of the means
to facilitate the development of a globally competitive area, the Northern Dimension supports
the cooperation between urban areas in the region to create a strong urban network and a
well-functioning territorial structure.

4https://www.raiIbaltica.orq/wp—content/uploads/ZO17/04/R B_buklets 21x21.pdf
5 https://ec.europa.eu/energy/topics/infrastructure/high-level-groups/baltic-energy-market-interconnection-plan_en

6 https://www.ndphs.org/?about_nd
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The Northern Sparsely Populated Areas network’, stands for the partnership
between 13 northernmost regions from Sweden, Finland and Norway. Focusing on the
specificities of these regions (e.g. sparsity, remoteness, dispersed settlement patterns) and
their challenges (e.g. lack of critical mass, isolated labour markets, weak public service
provision) this network strives to influence EU policy and also provides a platform for best
practices.

The Russia Spatial Development Strategy 2025° aims at sustainable and balanced
territorial development of the country and reduction of the existing regional disparities,
increased economic growth and technological development as well as ensuring national state
security. Its main tasks include reinforcement of regional cooperation and coordination within
12 macro-regions of the country, increased sustainability of national settlement system
through the socio-economic development of cities and rural areas, greater territorial
accessibility of social services, socio-economic development of promising large centres of
economic growth of the Russian Federation, i.e. significant urban agglomerations, such as
St. Petersburg, and safeguarding national security through socio-economic development of
geostrategic territories. Transformation of spatial structure of the national economy is planned
by, inter alia, accelerating the manufacturing of consumer goods in the central regions of the
European part of the Russian Federation having access to the Baltic and the Black Seas and
shifting production of hydrocarbon raw materials to underdeveloped territories of Eastern
Siberia and the Far East and the water area of the shelves of the Far Eastern and Arctic
basins (Government of Russian Federation, 2019). The Baltic Sea is seen as one of the five
key areas for the sea trade. Its ports already account for almost half of the country’s total
cargo turnover®. Overall Russia aims at increased throughput of the East-West transport
systems including its seaports.

As for the Arctic region, the Fundamentals of the state policy of the Russian
Federation in the Arctic for the period up to 2035 (Security Council of the Russian
Federation, 2020) have been developed by the Security Council of the Russian Federation™.
Its main policy objectives include ‘maintaining sovereignty and territorial unity of the country
and preserving the Arctic as a global territory in a stable mutual partnership’. In 2020 also
Strategy for Developing the Russian Arctic Zone and Ensuring National Security
through 2035 has been adopted (Government of Russian Federation, 2020). It aims to
advance development of the region’s abundant resources, first and foremost oil and gas, and
improve living conditions for the population, and possible the Northern Sea Route as a new

7 NSPA Northern Sparsely Populated Areas | NSPA Northern Sparsely Populated Areas (nspa-network.eu)
8

https://www.economy.gov.ru/material/directions/regionalnoe_razvitie/strategicheskoe_planirovanie_prostranstvennogo_razvitiya/strategiya
prostranstvennogo_razvitiya_rossiyskoy_federacii_na_period_do_2025_goda/

9 https://www.statista.com/statistics/1023550/russia-cargo-throughput-by-port/

10 http://www.scrf.gov.ru/security/economic/Arctic2035/
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global shipping artery in the long-run. An increasingly ice-free Arctic brings new opportunities
about also new territorial vulnerabilities in its Far North (Kluge et al., 2020).

3.2 OVERARCHING TRENDS

In addition to policies, mega-trends, trends and changes that take place daily at global
and EU level may influence the future. The Baltic Sea Region is comprised by EU and non-
EU countries and their developments and changes are also linked and influence the
development of the Baltic Sea Region. Different trends and developments may play out
differently in different types of territories and have different consequences at all levels from
global to local. Furthermore, besides all the trends and developments, the dawn of the new
decade came along with an unprecedent event that nobody was expecting and nobody was
prepared for: a pandemic. The coronavirus, or COVID-19, is the latest proof of sudden global
changes, which has shaken most aspects of businesses’ progress and people’s lives,
questioned political decisions, social structures and economic systems bringing
consequences and a new ‘post-pandemic’ reality that are yet to be fully seen. Our response
to these challenges, changes and trends will shape our future value-base and the focus of
our future actions. Trends are interrelated and often one influences others and vice versa.
This chapter and the respective sections on trends do not aim to make a thorough collection
and analysis of existing trends, but rather present a short selection of a few trends that may
be relevant for this background report.

Trends are emerging patterns of change likely to impact large social groups or governments
and require a response (ESPON, 2018d). Mega-trends are great forces in societal
development likely to affect the future and influence a wide range of activities and perceptions
(ESPON, 2018d). They are multifaceted and broad trends that influence the future in the long-
term to a large extent.

Trends can be of different magnitude, impact, maturity level and uncertainty. Some trends
may be already at a maturity stage or emerging, others may have a strong impact and
influence other trends, i.e. be megatrends, such as climate change and demographic change.
Others may be of less influence, such as social distancing trends and hygiene measures due
to COVID restrictions or trends that are outcomes of policies, such as blue growth related
trends. In addition, others may have a high uncertainty, such as the continuation of
anthropocene and its effects on several aspects of peoples’ and societies’ lives.

The following mega-trends are particularly relevant for the process:

e Urbanisation. The future of the world is urban, as by 2050 it is estimated that the share
of people living in urban areas will rise to 68%, while small and medium-sized towns
are also expected to grow further. (ESPON, 2019b)

e Climate change. Climate change has and will continue having immense consequences
on people’s lives and on territories. The Intergovernmental Panel on Climate Change
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reported in 2021 that human influence has warmed the atmosphere, ocean and land
and that a global warming of 1.5°C and 2°C will be exceeded during the 215t century if
no action is taken, with severe consequences on the sea level rise and ecosystems in
the world. (Intergovernmental Panel on Climate Change, 2021)

Technological advancements and breakthroughs. It has become clear that technology
happens. Today it is unavoidable that technology will progress in unimaginative ways,
influencing business models, social aspects, the economy and environment.

Shifting power from West to East. An overall shift of global powers has been noticed
the last years and is expected to play an important role in the economy and geopolitics
in the future. (ESPON, 2019b)

Demographic changes, ageing and migration. Demographic changes particularly
driven by depopulation, ageing and migration movements will continue. Europe is
ageing which in combination with longer life expectancy and technological
advancements, as well as the migration movements are the demographic dynamics
that may have important social, environmental and economic implications. (JRC, 2021;
Lutz et al., 2019)

Anthropocene. Anthropocene is a new, yet unofficial but highly discussed, term to
define a new geologic epoch that humanity and world have entered. The term
describes the new epoch characterized by a significant impact on the planet’s climate
and ecosystems consciously caused by human activities (National Geographic, n.d.).
New social consciousness. The combination of the above mentioned mega-trends, as
well as the COVID-19 pandemic and its reality shed light on a new way of thinking in
the future where humanity will have to re-design its practices. Shifting people’s mindset
through more sustainable, more long-term practices will be necessary to cope with the
new challenges. Such shifts are already supported by policies, such as the New
European Bauhaus, which does not only reflect on practical sustainable solutions but
also aims at shifting people’s way of thinking to that direction. This shift can develop in
the long-run a new ‘social consciousness’, as introduced by Durkheim, i.e. a collective
awareness and experience of shared identities and community feeling.

Figure 2 shows an overview of existing exogenous and endogenous trends (Béhme et

al., 2019; ESPON, 2019c). Exogenous trends are considered these that cannot be influenced
by policy making. Endogenous trends are these trends that can be influenced by policy
making. Both exogenous and endogenous trends come from the political, economic,
environmental, social and technological spheres and may influence territories and people in
different ways. Some of the trends represent mega trends (in dark colouring), while others
represent seeds (in light colouring). Climate change, biodiversity loss, population ageing, the
4t industrial revolution, collaborative economies, big data, increased global tensions, neo-
nationalism, e-governance are only a few of the trends that may influence global and EU
territories.
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Figure 2 Endogenous and exogenous trends
Source: B6hme, Liier, & Toptsidou (2019)
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Zooming in the Baltic Sea Region, several trends are particularly relevant for the region.
The study ‘Looking towards the 2030: Preparing the Baltic Sea Region for the future’,
prepared for the Swedish Agency for Economic and Regional Growth’ has looked into
numerous trends that may have implications for the Baltic Sea Region and the EUSBSR. Four
key categories were identified, namely the ‘changing demographic pressure’, ‘renewing

industries and

innovation’,

‘deepening environmental

conversations’ and ‘changing

democratic decision making’ (Bohme et al., 2016). These categories highlight the variety of
trends as well as the high levels of uncertainty that may affect the region. Further to this, the
ESPON study on ‘Territorial Scenarios for the Baltic Sea Region 2050’ identified additional
trends under key categories of relevance for the Baltic Sea Region, including its EU and non-
EU members (Figure 3). Particularly trends linked to the overarching themes of technology
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transforming economy and society, demography and politics shaping society and
environment shifting economy may play an important role for the territorial development of
the Baltic Sea Region in the future (ESPON, 2019b).
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Figure 3 Trends and factors influencing the Baltic Sea Region
Source: Aguiar Borges 2020, ESPON 2019a

The brainstorming of the first internal workshop with the VASAB CSPD/BSR has proved
that most of these trends remain important, while new ones emerged and need to be
considered for the region’s future. From the meeting it became clear that some trends in
particular shape our future one way or the other, but also define our future value-base. These
reflect a strong sustainability and cohesion concept, with the high presence of technological
advancement, as well as some starting points for future new normal and better quality of life.

Figure 4 shows the key trends selected during the meeting.
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Figure 4 What is the shared value base for the VASAB vision?
Source: Results from the exercise of the 1st Internal Workshop, VASAB Long-Term Perspective Update, 7 May 2021

Following these reflections, five overarching key values emerge to be at the heart of the
VASAB Long-Term Perspective for 2040 aiming at a cohesive and green Baltic Sea Region:

Cohesion. Cohesion represents a caring society where solidarity is strong and people
have equal opportunities, all governance levels are represented and all territories can share
equal rights for their development.

Technology. Technological advancements from robotics and artificial intelligence to
new forms for food production will shape citizens’ everyday life. A sustainability shift will also
characterise this progress, as technology will be in line with green technology, innovating to
zero and investing in new energy forms.

Quality of life. The quality of life of people is put on the forefront with focusing on
people’s well-being and respecting a work-life balance in the future.

Sustainability. Sustainability represents a mindset shift towards more environmentally
friendly practices, where development does not deprive future generations. Putting the health
of the Baltic Sea first, human and nature are in symbiosis, rewilding practices are in place to
restore loss of biodiversity, new ways of producing energy are explored.

Future normals. One of the consequences of the COVID-19 pandemic has been a
change in people’s thinking. Changing our world view towards a ‘mission economy’ and a
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more moral capitalism, building our lives along integration though decreasing the importance
of borders and being involved in the New European Bauhaus as a means to sustainably
change our lives in practice and mentally will shape the future vision. The trends presented
in this chapter have been used and discussed in the co-creation process and also taken into
account for the development of the VASAB vision document.

4. FROM TODAY TO 2040

To design the future, one needs to first understand the present. Taking into account
the policies and trends described in the earlier section, section 2.3 links the present with some
first indications on the future. Driven by a territorial approach, the section takes as starting
point the pearls, the strings, the patches and the system, each representing territorial
approach, to show the situation today, their potential for the future and concluding with some
future indications on how these metaphors may be understood in 2040, what is their position
in the region and what are possible trends that are relevant and may influence them in the
future. The current situation offers the basis and background for building up the work on the
future. Although the ‘pearls’, ‘strings’, ‘patches’ and ‘system’ are presented separately, they
are highly interrelated. Certainly, developments under e.g., energy production under ‘strings’
may have an impact on the land take and use, reflecting the ‘patches’, or similarly changes
and plans under ‘system’ can have an effect on ‘patches’ and the land and sea relations. The
following sections show relevant information for each so as to inform the reader on what
needs to be taken into account for the vision update. Another important element is the
interlinkages between land and sea, as both are also strongly interrelated and presented as
such in this report and particularly in the system section. For instance when it comes to
offshore wind farming, important land links regard the cable connections to the land, while
e.g. tourism and recreation activities are, among others, also linked to clean bathing water
(PanBaltic Scope, 2019).

The discussion of the future vision and its focus is a process under development and
progress. The focus will be gradually developed through the co-creation process and internal
workshops designed for the update of the VASAB Long-Term Perspective. Therefore, the first
indications on the future are based on the discussion that took place so far and desk research.
How the different trends will play out and influence each metaphor will be developed in the
next step of the process.

All these metaphors shall not be treated as single elements but shall be rather seen in
a more functional approach and complementing each other, as in some cases impacts on
one may have an implication in the territorial development of others. This approach is also
relevant when it comes to the interlinkages between land and sea when throughout the
context of this report, those shall not be thought separately. Following a place-based and
functional approach, each builds on its unique characteristics, environments, communities
and development potential.
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41 PEARLS OF TODAY

Following the first vision for the spatial development of the Baltic Sea Region (VASAB,
1994), ‘pearls’ account for the urban network of international importance. This chapter
provides an overview of the urban hierarchy and networks, the urban-rural relationships and
economy and quality of life in the Baltic Sea Region.

People and their settlements

The Baltic Sea Region is home to 106 million people, which corresponded to 24% of
the EU27 population in 2020. As can be seen in Map 1, the distribution across the territory is
however quite uneven, with more than half of the population (55%) living in the more densely
populated Southern part of the region (Denmark, Northern Germany and Poland). Denmark,
Northern Germany and Poland are the only three countries with a population density above
the EU average and are more than twice as densely populated as the rest of the Baltic Sea
Region.

Population density goes hand in hand with urbanisation and a denser network of cities.
As can be seen in Map 2, the network of Functional Urban Areas (FUAs) is denser in the
southern part of the region. The FUAs were defined by OECD and Eurostat and comprises
the urban centre of a city as well as the surrounding commuting zone and is a unit that is
meant to capture the labour market area of a city (OECD, 2013)". In 2017 the Baltic Sea
Region had 135 FUAs with more than 58,000 inhabitants. These 135 FUAs stand for 63% of
the total population in the region.

1 The FUAs definitions of the FUAs are based on three steps, 1. identification of a local administrative unit (LAU where the majortiy leave
in an urban centre of at least 50 000 inhabitants, 2. the commuting zone consists of the surrounging areas (LAU units) where at least 15%
of the population travel to the city for work. 3. A FUA consists of the city and the commuting zone. LAU data have been used to fill data
gaps in the Eurostat data. For Russa and Belarus the Rayon level has been used to demarcate approximate FUAs.
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Map 1: Population density in the Baltic Sea Region Map 2: Population size of the Baltic Sea Region’ FUAs
Source: ESPON, 2020a Source: ESPON, 2020a

OECD (2013) has classified the FUAs into four categories: Small FUAs with population
between 50,000 and 100,000; medium-sized FUAs with population between 100,000 and
250,000; metropolitan FUAs with population between 250,000 and 1.5 million; and Large
metropolitan FUAs with a population above 1,5 million. According to this classification, there
are eight large metropolitan FUAs in the Baltic Sea Region. Here, St. Petersburg and Berlin
stand out with populations of 5.2 million inhabitants, respectively. The other large metropolitan
areas are (in order of size) Hamburg, Warsaw, Katowice, Stockholm, Copenhagen and Minsk.
The capital cities are hubs for finance, universities and information, as well as gateways to
international networks. Hamburg is an important city within its regional context, and the
functional area of Katowice comprises a number of urban areas.

There are in total 54 Metropolitan FUAs with a population between 250,000 and 1.5
million in the Baltic Sea Region. In this category, fits the other capital cities, i.e., Helsinki,
Oslo, Riga, Vilnius and Tallinn, as well as other regional centres, such as Krakow and Gdansk
in Poland, Gothenburg and Malmé in Sweden, Aarhus and Aalborg in Denmark, Bremen and
Kiel in Germany, Gomel in Belarus, Bergen in Norway, Kaliningrad in Russia, Tampere in
Finland and Kaunas in Lithuania.

Population size numbers and importance do not always match as the importance of a
FUA, city or town also depends on its wider territorial context (VASAB, 2016). In particular in
the more rural or sparsely populated areas there are also small and medium-sized towns'?
which have less inhabitants than small FUAs (i.e. less than 50,000). This is especially the

12 Note, what is usually defined as small and medium-sized cities in the Baltic Sea Region are towns with populations below 50,000
inhabitants. This is a different definition to the Functional urban areas as defined by Eurostat
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case in the countries with only a few FUAs, such as the Baltic states and the Nordic countries
except Denmark.

The urban structure and urban hierarchy vary between the countries. As Figure 5
shows, the concentration of the population to the capital/main city is very high in Western
Russia, Latvia and Estonia. In these countries, the capital has a very important role in the
country/region. On the other side of the spectra stands Poland, where the capital Warsaw is
home for 8.3% of the total population. The urban structure in Poland is characterised by
polycentricity, with as many as 59 FUAs, including two large metropolitan and 19 metropolitan
FUAs. In total, almost half of all the FUAs in the Baltic Sea Region (43.7%) can be found in
Poland.

Capital FUA as share of total country population

Saint Petersburg E36dn=s..—— ———————— = SV
Riga I 4.8,2%
Tallinn I 44,3%
Berlin Y,/ ., 35,3%
Kgbenhavn .. 35,0%
Helsinki I 26,7%
Oslo I 26,0%
Vilnius I 24,5%
Stockholm I 22,7%
Minsk I 20,9%
Warszawa I 8,3%

0,0% 10,0% 20,0% 30,0% 40,0% 50,0% 60,0%
Figure 5: Capital FUA as a share of the total country population in 2017
Data source: Eurostat & NSIs. Note: The blue bar for Saint Petersburg and Berlin shows the share of the FUAs
the part of the respective country that belongs to the Baltic Sea Region while the grey bar shows the share for
the whole countries.

Although most of the population can be found in the southern part of the Baltic Sea
Region, as Map 1 shows, most of the FUAs in the Northern part experienced growth of more
than 5% between 2010 and 2017 (ESPON, 2020a). Other FUAs with strong population growth
include most of the cities in Belarus as well as St Petersburg and Kaliningrad in Russia.
Several FUAs in Poland and Germany, such as Warsaw, Berlin, Hamburg and Rostock, also
saw moderate growth during this time period. Conversely, cities in Eastern Germany and
former industrial centres in Poland are declining as well as most cities in the Baltic states. In
the Nordic FUAs, this growth is, in most cases, both an effect of immigration and natural
growth.

Small and medium-sized cities play an important role in creating spatial and social
cohesion. SMS cities are often regional centres in more peripheral regions and can therefore
have a balancing effect on spatial development (Lang et al., 2005). Also smaller towns with
population of less than 50,000 inhabitants can have an important role to play within a region.
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Towns with population between 5,000 and 50,000 are often referred to as small and medium
sized cities, although definitions vary (Wagner and Growe, 2021). The importance of a small
and medium-sized city is not only dependent on population size but also on its position in the
urban hierarchy and its relation to other cities and the surrounding rural areas. (ibid.). ESPON
SMESTO (ESPON, 2006) developed a classification of small and medium-sized cities based
on their spatial position (if the town was part of an agglomeration, a network or was isolated),
the socio-economic performance (if it was dynamic/growing, declining or restructuring) and
the relationship between urban nodes and administrative units. It is worth noting that small
and medium-sized cities that are part of an agglomeration might be defined as a single FUA.
This is for example the case with the FUAs of Katowice and Krakow in Poland that contains
several towns. There are several examples of isolated towns in the Baltic Sea Region and
many of them play an important role for the surrounding region. In sparsely populated areas
the small and medium-sized cities can play a role in diversifying the economic base and
ensuring that services are kept in the region (Smas, 2018). In the Nordic region many of the
isolated small and medium-sized cities have seen a population decline during the past decade
while more connected small and medium-sized cities have seen a population growth (ibid.).
Examples of isolated small and medium-sized cities with a regional importance can be the
mining town Kiruna in northern Sweden, coastal cities in Norway and towns in the sparsely
populated areas of the Baltic states and Russia. In the more densely populated countries, the
small and medium-sized cities are rather part of agglomerations or networks of cities. Smart
shrinking can be a solution for shrinking urban and rural areas, losing population and
economic activity. By re-using and re-developing non-residential areas and providing
alternative ways to their use can result in an increase of the quality of life and wellbeing for
their citizens. Estonia, for example, is one of the countries in the Baltic Sea Region heavily
challenged by shrinkage and depopulation. A recent study suggests, among others, smart
shrinking approaches, such as reducing land consumption and promoting densification of
central areas, increase quality of services through municipal cooperation, implementing
demolition and renovation projects, as well as supporting municipalities with information
systems and administrative support (OECD, 2022).

Another way of approaching urban growth is by looking at land use. Map 3 illustrates
the distribution of areas classified as urban in 1999 and areas which became urbanised
between 1999 and 2019 (see also Map 14 and Map 15. As shown in Map 3, the built-up areas
increased by 57.5% between 1999 and 2019. This is likely reflective of the trends of rural
depopulation and population growth in FUAs over this time period. Even though this growth
seems quite significant, it corresponds only to 1% of the overall land cover in the Baltic Sea
Region. There is a noticeable divide in the spatial extent of urban areas between countries in
the north and south of the region. Northern countries such as Sweden, Norway, and Finland
are more sparsely populated and contain a lower proportion of urban land. A north-south
regional divide can also be seen within these countries - southern regions such as Skane and
Stockholm in Sweden, Oslo and Vestland in Norway and Uusimaa in Finland contain larger
urban areas than their northern counterparts and saw a greater degree of spatial expansion
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of these areas in the 1999-2019 period. The southern Baltic Sea Region is more densely
populated, contains a larger proportion of urban areas, and saw a greater degree of urban
expansion. This is particularly noticeable in Poland, Germany and Denmark.

Expansion of urban areas in the BSR 1999-2019 © Nordregi
\ ordregio

B Urban areas 1999

il :, s B Expansion 1999-2019

Map 3: Expansion of urban areas in the Baltic Sea Region 1999-2019
Source: Nordregio (Map by Michael Oakden)

Overall, the urban areas in the Baltic Sea Region are growing while the rural areas are
being depopulated. However, as seen in Map 2, there are also medium-sized FUAs that have
shrunk in population, especially in the Eastern and some Southern parts of the region. This
makes the linkages between urban and rural more important. Urban and rural areas are
interlinked in multiple ways (e.g. common labour markets and common provision of services
within functional areas or in terms of trade, ecosystem services and tourism in geographical
larger interdependencies) and also face common challenges (e.g. demographic development,
urban sprawl, migration and climate change). The urban-rural interlinkages vary across the
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Baltic Sea Region. In the Southern part, the distance between cities and their hinterlands is
much smaller in comparison to the Northern part, where the territory is quite specific, with
large areas being sparsely populated. From a geographical point of view, the southern part
has better conditions for tightening the exchanges between urban and rural areas with
stronger connections due to the shorter distances. Nevertheless, in sparsely populated
regions the pearls are even more important as they provide essential services and
connections to their hinterlands.

Regardless the size of urban-rural hinterlands, the rapid development of bioeconomy
in the Baltic Sea Region pledges to add and maintain value within the local rural economy.
Exploring new ways of producing and consuming biological resources, the bioeconomy offers
prospects for new development of rural areas with new the creation of jobs and business and
opportunities to grow primary industries. Several projects promoting bioeconomy have been
implemented in the Baltic Sea Region (Nordic Council of Ministers, n.d.).

Still, urbanisation is one of the longest lasting megatrends and the trend of migration
from rural to urban areas is enduring, both between and within regions™. Two other persistent
trends are the outmigration from the eastern parts of the Baltic Sea Region and the
immigration to the western part. Map 4 shows the average net migration rate between 2016
and 2019. Migration in the Baltic Sea Region is diverse and the result of complex interplays
of social and economic factors which differs from country to country. The map shows that
most regions in the eastern part of the Baltic Sea Region had outmigration during this time.
The exception being the bigger cities. This is also a sign of a “brain drain” since it is mainly
the younger people that migrate. At the same time almost all regions in Sweden, Northern
Germany and Norway had immigration during this period. The time frame displayed on the
map was just after the inflow of refugees coming in 2015/2016 with the lower numbers of
refugees noticeable in Denmark and Finland.

13 During the COVID-19 pandemic some new trends can be seen. In the Nordic Region there was a domestic out migration from the
bigger cities in 2020. The municipalities with the highest in migration were in the outskirts of the major functional urban areas and
attractive tourist areas, such as Are in Sweden. Nevertheless, the pandemic effects to territorial development in the Baltic Sea Region are
beyond the scope of this project.
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Map 4: Net migration rate 2016-2019
Source: Nordregio (Map by Gustaf Norlén)

Economy and quality of life

The reason behind the delimitation of the Functional urban areas is to identify the
labour markets of a city, indicating where the labour supply of a particular labour market can
be found. A well-functioning and productive labour market is characterised by a match
between job demand and a skilled labour supply. Map 5 shows the share of the population
aged 25-64 years who had tertiary education attainment in 2017. The share of people with
tertiary education is highest in the bigger FUAs, where there is a high demand for skilled
workers and where tertiary education is usually taking place. The NUTS2 regions with the
highest share of people with tertiary education attainment are Warsaw (56.7%), Oslo and
Akershus (54.3%), Vilnius in Lithuania (53.3%), Helsinki-Uusimaa (51.4%), Stockholm (51%)
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and Hovedstaden in Denmark (50.2%). The regional differences between the regions with the
highest and lowest education attainment are highest in Poland, where there is a 34
percentage point difference between the city of Warsaw and the surrounding region

(Mazowiecki regionalny).

Tertiary education attainment level 2017
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Map 5: Tertiary education
Source: ESPON, 2020a
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Source: ESPON, 2020a
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Regarding the number of people working in technology and knowledge-intensive
branches, the average of the entire Baltic Sea Region is slightly lower (3.6%) than the EU
average (4%) (see Map 6). Still, there is fast growth in this sector, with an increase of
approximately 200,000 people between 2007 and 2017. This corresponds to a 14% increase
which is a significantly higher increase than the 4% increase in the total number of jobs in the
region. During this period, Estonia had the highest growth in the number of jobs. Together
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with Finland, Estonia also had the highest share of employment in the knowledge-intensive
sector with 5.5%. Other regions with a high share of jobs in this sector include the capital
regions of Warsaw, Copenhagen, Stockholm, Oslo and Berlin. The capitals of the Nordic
Countries have more than 45% of the employment in the technology and knowledge sector.
(ESPON, 2020a)

Map 7 shows the GDP per capita, adjusted for the power purchase parity (PPP). The
average GDP per capita in PPP of the Baltic Sea Region was lower than the EU28 average
in 2016 (86% of the EU average). While on a country level, the east-west disparity prevails,
the gap has been narrowing during the last decade. Sweden, Denmark, Germany (Baltic Sea
Region), Norway and Finland had GDP per capita above the EU28 average, while the other
countries have an average below. The GDP per capita is higher in the large metropolitan and
metropolitan FUAs. This correlates with a high skilled labour supply and more jobs in high-
income sectors.

The human development index, as developed by the United Nations Development
Programme (UNDP), was developed to broaden the view of development and to incorporate
a quality-of-life aspect. The index consists of three indicators: GDP per capita, education and
life expectancy. The last indicator is meant to cover the aspect of health and the possibility of
long and healthy life (UNDP, 2020). The life expectancy has been low in the eastern part of
the Baltic Sea Region, but as Map 8 shows, it has been increasing fast between 2007 and
2016. In Estonia and Poland, the life expectancy has almost reached the levels of the western
part of the region, while Russia, Belarus, Latvia and Lithuania still have a lower life
expectancy, especially for males.

Another aspect of quality of life is income inequalities within a country. Studies have
shown that income inequality has been associated with negative health, wellbeing as well as
loss of trust in institution (Grunfelder, Norlén, Randall, & Gassen, 2020; Lundgren, Randall,
& Norlén, 2020, p. 38). Figure 6 shows the spread of income within a country through the Gini
coefficient. The Gini coefficient ranges between 0 and 1, where 0 stands for perfect equality
and 1 perfect inequality. While the income differences have increased in the Nordic countries
during the last decades, they are still low compared to most countries. The highest income
inequalities in the Baltic Sea Region can be found in Lithuania and Latvia followed by Estonia
and Russia.
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Figure 6: Gini index in 2019 or latest available year.
Data source: OECD & World Bank (Belarus).

4.2 PEARLS TOWARDS TOMORROW

The following sections give a short presentation of possible future developments for
pearls and relevant trends that may influence them.

Looking towards the future development of the Baltic Sea Region, one way to discuss
the potential of the region is by looking at the Regional Potential Index (RPI) as developed by
Nordregio (Grunfelder, Rispling, & Norlén, 2016). The idea behind the RPI is to assess the
future development potential of a region. It is based on a series of indicators on demography,
labour market and economic performance. The index highlights several potentials of each
region, which, if capitalised upon, could contribute to positive development. As such, it can
make it possible to identify regions with high potential for future development as well as
identifying regions where further support and policy measures are required to strengthen their
potential and meet existing challenges ™ (Grunfelder et al., 2016, 2020; Rispling and

4 We have here chosen to consistently show the NUTS3 regions in the map, it should however be noted that the size of the regions vary
and that this will affect the outcome of the index. The NUTS3 region of Oslo is for example significantly smaller than the NUTS3 region of
Stockholm affecting the overall ranking. Another way of displaying the index could be to look at it with consideration of which is the
administrative level that respond to the challenges that the index highlights. The NUTS3 level in Denmark is for example only a statistical
unit.
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Grunfelder, 2016). The index was developed for the Nordic regions, but has also been applied
on the Baltic Sea Region previously (Rispling and Grunfelder, 2016).

Due to data limitations, we here focus on the demographic part of the index, which
consists of four indicators: population density, dependency ratio, gender ratio and net
migration. The rationale behind selecting these indicators is that a densely populated region
offers relatively good access to jobs (especially in the tertiary sector), health care, culture,
environmentally friendly transport and other services, thanks to a critical mass of population.
In-migration highlights the attractiveness of a region as a place to live and work. It contributes
to an increase in the workforce, taxes and social contributions. The demographic
dependency ratio highlights the economic burden on the working population in supporting
members of the population who are not working (young people and pensioners). Finally,
regarding the gender ratio (number of females per 100 males), in a balanced situation, the
region offers education and workplaces for both genders. An unbalanced situation often
results from out-migration for education or work, which contributes to an intensification of
demographic shrinkage (Grunfelder et al., 2020).
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Map 9: Demographic potential index
Source: Nordregio (Map by Gustaf Norlén)
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As Map 9 shows, the metropolitan FUAs, in general, have a higher demographic
potential. The NUTS3 region of Berlin gets the highest point in the index, followed by Oslo,
Minsk and Hamburg. Only the smaller German FUAs of Flensburg, Kiel, Bremen and
Neumdunster break the pattern. Their score can partly be explained by the small
geographical area of the NUTS3 unit. The demographic potential is lower in the Baltic
states and the more sparsely populated areas of the Nordic Region and Russia.

The pearls and the pandemics

The recently published report ‘Cities and Pandemics: Towards a More Just, Green and
Healthy Future’ (UN Habitat, 2021) pinpoints the need for reconfiguring regions for more
sustainable and integrated systems and also highlights the role of small and medium-sized
cities in remote working arrangements. Text box 1 summarises the potentials and challenges
Baltic Sea Region cities and regions may face addressing these recommendations.

Text box 1 Dealing with pandemic: the role of Baltic Sea Region cities and regions

e The role of Functional Urban Areas becomes even more important to minimise the impacts
of pandemics. The FUAs of the macro-region should become more sustainable and
productive in the long term. Strengthening City Regions Food Systems with short food
supply chains is one of the means to become more resilient and also complying with
important EU strategies (European Commission, 2020c).

e The pandemics can be seen as an opportunity for improving the territorial cohesion of
Baltic Sea Region as smaller and medium-sized cities can attract new inhabitants if they
offer good services to remote workers (e.g. broadband, healthcare).

Several trends of different thematic categories may influence the development of the
pearls. Trends are interlinked to each other, driving or hampering the development of pearls.
The list of possible relevant trends can be endless. This section aims at giving some first
insights on key trends that may relevant in the context of pearls and in the framework of the
vision process. The trends will help in discussing the future vision through a more informed
background.

Trends can be overarching mega-trends such as demographic changes and ageing,
digitalisation and new behavioural changes, or more concrete trends, related to the mega-
trends, such as industry 4.0, big data, robotics, artificial intelligence, the green transition and
green economy, increase of blue growth, circular and sharing economy, affordable housing,
new lifestyles, more direct democratic power to the city, the mission economy and others.
Some indicative examples are given in the box below.

Relevant demographic trends. Demographic change and particularly ageing is a
mega-trend relevant for metropolitan areas. Population in the Baltic Sea Region is expected
to decline slightly more than 3% in the next three decades with urban regions together losing
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about 2% of their total population (ESPON, 2019a). Overall, by 2050 the population in rural
areas declines much more than in urban areas, with the exception of Norway and Denmark
(ESPON, 2019a). It is expected that the population of all rural areas together will decline by
about 5% (ESPON, 2019a), with some being more drastically affected than others.

When it comes to ageing, the share of elderly will be increasing in all areas. The
European demographic future is greying, with projections of people aged 80 years and over
rising up to 60.8 million in EU-27 by 2100". The differences in ageing are not only to be seen
between Member States but also between urban centres and areas outside them. Several
large cities, as for instance Berlin and Warsaw, are characterised by a higher increase in the
share of elderly in the outskirts of the city, compared to the centre. (JRC, 2021) The share of
elderly in cities is expected to increase from 15% to 27% (JRC, 2021). Ageing is visible also
in small and medium-sized towns, with the share of elderly increasing from 17% to 29% in
towns. The ageing trend is also relevant for the rural areas. Studies have shown that the
average share of elderly in rural areas is 2% greater than in towns and 3% greater than in
cities (JRC, 2021). In particular, maximum values of share of elderly are seen in rural areas,
where the share would increase from 19% in 2011 to 30% in 2050. For some Member States
like Germany and Denmark, the gap between rural areas and cities would increase, unlike
other Member States where the trend may reverse, i.e. cities having higher share of elderly
compared to rural areas.

Migration is an important trend in relation to population decline and ageing. Migration
inflow which prevents a stronger decline in the Baltic Sea Region and the urban rural in
particular. Nevertheless, migration remains an urban matter due to their economic
performance urban areas are more attractive (ESPON, 2019a). Further trends that may
influence migration are climate change and climate refugees, i.e. refugees who move to other
countries due to climate change affecting their current residence, the economic development
and better future economic prospects, as well as digitalisation which can be a game changer
in the future in altering migration journeys (European Political Strategy Centre, 2017).

Relevant digitalisation trends. Technological trends and particularly digitalisation is
another relevant trend for pearls. Although digitalisation is a means to cover gaps between
urban and rural areas, digital divides will be challenging. Digitalisation will affect cities,
medium-sized towns and rural areas in the Baltic Sea Region, with the Nordics and Estonia
having higher possibilities to enjoy its benefits, while