Position Paper from Danish Regions - The EU-Sructural Funds after
2006

This paper sets out the main orientations and priorities of Danish Regions
concerning the post 2006 Structural Funds programming period.

In short, Danish Regions attaches great importance to the following
points:

Simplification and harmonisation of regulations and procedures

Real decentralised management procedures (to the regional level)
Operational coherence between objectives, programmes and funds,
i.e. "the one fund-one programme principle".

Priority given to allocations for cross border, interregiona and trans-
national cooperation.

Introduction

The Danish Regions are as public authorities responsible for the overall
regional development strategies that includes and combines the policies
in the areas of education, labour market, business-development, infra-
structure and spatia planning.

Coordination and coherence between the policy areas are ensured by
broad partnerships in the region in order to facilitate a balanced devel-
opment leading to growth and employment.

The regiona authorities use the strategies in concrete actions leading to

sustainable development, and at the same time the EU structura funds
contribute as support for development and testing of new initiatives.
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For the 2000-2006 period the total allocation to Denmark is of approxi-
mately 850 million EUR from various programmes under the EU struc-
tural funds, and the regions manage the main part of these funds.

When decisions on the priorities and the use of the funds are taken on the
regional level, it is easier to take into account the specific possibilities
and challenges of each region. Furthermore, this method offers the best
foundation for further development in the region and in the country as a
whole, and it corresponds to the Commission's objectives on subsidiarity,
I.e. that the decisions must be taken as close to the citizens as possible.

The Overall Objectives of the EU Structural Policy

Danish Regions believes that the overall objectives of the EU structural
policy should correspond to the political objectives of the EU as they
have been formulated in the conclusions of the Lisbon and the Gothen-
burg European Council meetings, stating that the EU shall be the world’s
most dynamic and competitive economy by 2010.

Danish Interestsin the EU Structural- and Cohesion Policies
The EU-enlargement of 10 new member states in 2004 will have a great
impact on the economic situation of the EU.

According to the Commission's second progress report on economic and
socia cohesion, the enlargement will imply a decrease of 13% in the av-
erage per capita GDP. The enlarged EU of 25 member states will count 3
groups:

1. The group of less prosperous countries, counting most of the new
member states with a per capita GDP on 41% of the EU average.

2. The middle group, counting both old and new member states with a
per capita GDP on 87% of the EU average.

3. The group of prosperous countries, counting old member states with a
per capita GDP above the EU average.

The report also states that the enlargement will imply a decline in the
number of Objective 1 regions in the old EU15 member states due to the
statistical impact.

The Danish Regions are mainly focused on and concerned by Objective 2
and 3 programmes as well as the Community Initiatives, in particular the
Interreg programme.
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Management of the Structural Funds Programmes after 2006

The main responsibility of the management of the structural funds in
Denmark lies within the State. However, main parts of the project rec-
ommendation procedures, and also to some extend the decision-making
procedures have been decentralised to the regions. Regional based com-
missions with participation of the local authorities and trade and industry
in each individual region carry out the selection and the allocation of
funds to each project.

This management method means that the work and the efforts will be
prioritised from a general and overall view across al sectors, funds, and
objectives, and adapted directly to specific regional and loca require-
ments.

Danish Regions believes that it is important to strengthen the partnership
principle and to create a strong and direct connection between the generd
political EU objectives, the regional policies of the member states and the
strategies of the individual regions. Furthermore, it would be appropriate
to decentralize the management completely to the regions, also including
the economic responsibility and the final decision competence.

Should Denmark Receive Structural Funds Allocations Beyond
20067

The Danish Government has stated that the country should not receive al-
locations from the structural funds after 2006, as Denmark is a prosper-
ous country, and other less favoured member states have a stronger need
for alocations.

As, to a great extend, it will be the EU15 member states that will pay for
the EU structural policy, some other well-off member states have stated
that they expect the EU regional policy to contain "something for every-
body" after 2006.

The EU structura funds do not form the driving forces of the regional
development in Denmark. Experiences from previous programming peri-
ods show that the advantages to draw from the EU structural policy are
not only financial.

There are a number of very important side effects, such as creation of
networks and partnerships between central actors, and increased interna-
tionalisation, especially an increased European dimension through cross-
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border and regional co-operation. The funds contribute to increase the fi-
nancing of projects that have a regional priority, however it is important
to compare the financial impact in relation to the administrative bureauc-
racy.

The structural funds support the necessary conversion as a result of major
changes in the regional conditions for development. The structural funds
supports conversion related to the establishment of the Interna Market
and the global development resulting in an increasing pressure on enter-
prisesin e.g. periphera and maritime areas.

Danish Regions proposes the following principles to form the base of the
allocation of the structural funds after 2006:

General development programmes based on the regions©socio-
economic situation and need of development, e.g. lack of education,
dependence of one single industrial sector, depopulation, peripheral
location etc.

Horizontal (nationwide) programmes with a thematic approach, e.g.
unemployment, lifelong learning, development and conversion in ru-
ral areas and areas depending on fisheries.

Cross border cooperation between the EU15 border regions, the ap-
plicant and accession countries and between the EU25 regions
bordering Russia.

The horizontal programmes should have earmarked funds for interna-
tional cooperation.

Danish Regions believes that it is essential that regions facing specific
problems in relatively prosperous members states can participate in the
structural policy and draw the advantages hereof:

Partnerships

New political ideas

Exchange of experiences and integrated cooperation with other coun-
tries/regions

Coherence and relation — see your own region in relation to other re-
giondareasin the EU.
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Added Value

There are very good arguments to continue and maintain the EU struc-
tural policy outside Objective 1 regions, Danish Regions draws attention
to the following added value arguments:

Coherence

The EU regiona policy contributes to ensure coherence in the na-
tional regional policies of the member states.

Continuity

Regiona policy is a long-term investment that should continue after
2006.

Competitiveness

The structural funds support the competitiveness of the regions, thus
creating growth for the benefit of al regionsin the EU.

Cohesion

Cohesion is on of the key objectivesin the EU. It is important to sup-
port structural adjustments in regions lagging behind — aso regions
outside Objective 1.

New Criteria

Danish Regionsis aware of the fact that it can be difficult to convince the
member states to invest further in the EU structural policy. Therefore, it
is important to prioritise and target the actions to the areas needing the
support most. New criteria for eligibility that take into account specific
local and regional conditions should be set up.

Further to the per capita GDP, Danish Regions proposes the following
criteriato be taken into account:

Regional GDP (seen in relation to the national GDP)

Socio-economic conditions in the region (SWOT)

GDP at factor cost in the region (seen in relation to the national GDP
at factor cost)

Environmental changesin the region

Peripherality, depopulation

Long term unemployment

Lack of education

Ageing population (demographic devel opment)

Border region obstacles.
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Simplification and Concentration

Danish Regions advocates for a simplification and a harmonisation of the
regulatory framework of the management of the structural funds. In the
new post 2006 programming period it is important to ensure a more op-
erational coherence between objectives, programmes and funds.

Danish Regions supports the idea of one single Structural Fund. The con-
crete actions should be gathered in single integrated regiona develop-
ment programmes for each region (NUTS I11). The financial alocations
for interregiona and transnational cooperation should be given high pri-
ority, and be open for equal accessfor all regions.

Distribution of Responsibility Between the European Commission,
the Member States and the Regions

The European Commission should continue to hold the responsibility of
the implementation of the budget and the structural funds in general.
Therefore, the Commission must take an active part in establishing the
broad objectives of the programmes.

However, Danish Regions finds that the detailed programming and the
implementation of the funds should be decentralised to the national and
regional authorities.

Danish Regions welcomes the Commission® proposa to implement the
structural policy by means of tripartite contracts between the Comssion,
the member state and the regions.

Control and Monitoring

Currently, the Commission and the member states carry out parallel con-
trol and monitoring procedures. In the new programming period the
Commission should use more flexible procedures by recognizing the na-
tional auditing and monitoring procedures, in order to minimize adminis-
trative costs and ensure the necessary control with public funds.

Danish Regions, June 2003
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