European Territorial Cooperation

miterrey

ELIRDPEAN LINIDN

AD R ION ADRIATIC-IONIAN

European Regional Development Fund - Instrument for Pre-Accession || Fund

EU part of cooperation area
Non-EU part of cooperation area = eb

0 100 200 km

Analysis of the territorial challenges, needs and potentials
of the Adriatic -lonian Region
and strategic options for post -2020 ADRIONProgramme

TERRITORIAL ANALYSIS
(Appendixes in separate volume)

SITAZ SOGES International Technical Assistance éKlilano)
Osservatorio Balcani Caucaso Transeuropa /Centro Cooperazione Internazionalegnto)

August2020



Analysis of the territorial challenges, needs and potentials of the Adridician Region
TERRITORIAL ANALYSIS and strategic options for pos2020 ADRIONProgramme

ACKNOWLEDGMENTS

This Territorial Analysis textz elaborated during the very insurgence of the Couifl eraz has been the
outcome of a joint effort made by a working group coordinated by Andrea GAIFAMI (SD&ES International
Technical Assistance) and Luisa CHIODI (@ss#erio Balcani, Caucaso e Transeuropa), in which several
professionals have been called to join and provide their expertise and specialised insights:

Alfredo SASSO, OBCT (area specialist researcher for the territorial analysis)
Valentina VIVONA, OBCTréa specialist researcher for the territorial analysis)

Maria Francesca RITA, OBCT (area specialist researcher for the territorial analysis)
Ornaldo GJERGJI, OBCT (data analyst researcher for the territorial analysis)
Francesco MARTINO, OBCT (data analgsearcher for the territorial analysis)
Giuseppe LAURICELLA, OBCT (webdeveloper & database expert)

Marta FERRERO, SITASOGES International Technical Assistance (innovation and direct funding),
Rudina TOTO, GBLAN (Albania insights),

Stratos MANOS (Gree insights, SWOT analysis),

Giancarlo COTELLA, Turin Polytechnic (spatial perspective)

Erblin BERISHA, Turin Polytechnic (spatial perspective)

Marjan NIKOLOV, Center for Economic Analyses, ambassador of the Regional studies Association (economi
framework)

The EmiliaRomagna region, a&\DRIONManaging Authority, and ARER, hosting the Joint Secretariat of
ADRIONprogramme, provided an overall guidance and supervision role instrumental in allowing that the
work would achieve the expected results.

Bologna,Milano, Napoli, Roma, Skopje, Thessaloniki, Tiran&, Torino, Tremagust2020

WARNING

The ADRION2021-2027 Territorial Analysis is completed by three appendixes, available under a separate
volume:

- A Spatial Perspective
- A MacroEconomic Perspective
- Other multilevel governance framework and cooperation programmes il\DRIONregion

Il SITA srig CCI/OBCT



Analysis of the territorial challenges, needsid potentials of the Adriatidonian Region
and strategic options for pos2020 ADRIONProgramme TERRITORIAL ANALYSIS

Summary of contents

Acronyms VI
Executive summary. VI
O =T 1104 F= 1= 10 1) 1
1.1. Policy objective 1 A Smarter Europe 1
1.1.1. Innovation 1
1.1.2. Smart Specialisation Strategy 3
1.1.3. Digital Economy 5
1.1.4. Services to SME 7
1.1.5. Albania 8
1.1.6. Bosnia and Herzegovina 8
1.17. Greece 8
1.1.8. Croatia 9
1.1.9. lItaly 9
1.1.10. Montenegro 9
1.1.11. North Macedonia 10
1.1.12. Serbia 10
1.1.13. Slovenia 10
1.1.14. Participation to H2020 programme: innovation and research 12
1.2. Policy objective 2 A greener and low carbon Europe 13
1.2.1. Habitats and biodiversity 13
1.2.2. Climate change 15
1.2.3. Forests 15
1.2.4. Air pollution 18
1.2.5. Coasal erosion, soil consumption and floods 19
1.2.6. Water 21
1.2.7. The state of marine resources in the Adridtigian sea basin 22
1.2.8. The state of the marine environment 24
1.2.9. Risk prevention & environmental management 25
1.2.9.1.Tourism related environmental risks 25
1.2.9.2.Major risks 25
1.2.10. Energy transition 26
1.2.11. Renewable energy 26
1.2.12. Energy intensity 28
1.2.13. Circular economy 28

1.2.14. Participation of ADRION regions to EU LIFE Programme: environmental technologies, néiiociveansity
31

SOGES SA CCI/OBCT 1



TERRITORIAL ANALYSIS

Analysis of the territorial challenges, needs and potentials of the Adridician Region

and strategic options for pos2020 ADRIONProgramme

1.3. Policy objective 3 More Connected Europe 33
1.3.1. Mobility and Transport 33
1.3.2. Maritime transport 33
1.3.3. Road transportation and safety 35
1.3.4. Railways 38
1.3.5. Airports 41
1.3.6. Multimodal transport 42
1.3.6.1.Internal areas and tourism 43
1.3.7. The impact of Chinese investments 43
1.3.8. Energy networks 44

1.4. Policy objective 4 More Social Europe 45
1.4.1. Socieeconomic disparity and social risk 45
1.4.2. Demographic trends: demographic decline and emigration 48
1.4.3. Immigration on the Balkan route 50
1.4.4. Social rights in the labour market 52
1.4.5. Equal opportunities and access to the labour market 52
1.4.6. Dynamic labour markets and fair working conditions 56
1.4.7. Social protection and inclusion 57

1.5. Policy objective 5 A Europe closer to citizens 58
1.5.1. Tourism 58
1.5.2. Cultural heritage 62
1.5.3. CQultural Routes and sustainable tourism 66
1.5.4. Food and agricultureelated tourism 67
1.5.5. Cultural and Creative Industries 68
1.5.6. Creative Europe programme: cultural policy 71
Interreg- specific objective: supporting tigwvernance............cccccccvvi i 73

2.1. Multilevel governance 73
2.1.1. EUSAIR 73
2.1.1.1.EUSAIR: governance 73
Governng Body's roles 73
CKSYIFGAO {GSSNRY3I DNRdzZLJAQ NRf Sa 74
2.1.1.2 EUSAIR: four pillars 74
Pillar 1: Blue Growth 74
Pillar 2: Conecting the region 75
Pillar 3: Environmental quality 75
2.1.1.3.EUSAIR: interaction with ADRION 2204 76
Facility Point 76

SITA srig CCI/OBCT



Analysis of the territorial challenges, needsid potentials of the Adriatidonian Region

and strategic options for pos2020 ADRIONProgramme TERRITORIAL ANALYSIS
Facility Point Plus 77
3. Needs, challenges and SWOT analySiS..........uuceimmmmereriereeeseeeeeeesnsssmmsmssssssnnns 78
3.1. Main Needs 78
3.2. MainChallenges 81
3.3.  SWOT analysis 84
3.3.1. Policy Objective 1A smarter Europe 85
3.3.2. Policy Objective 2A greener Europe 87
3.3.3. Policy objective 3A more connected Europe 89
3.3.4. Policy Objective 4A more social Europe 91
3.3.5. Policy Objective 5A Europe closer to citizens 93
3.3.6. References 95

Index of maps/figures

Map 1. Natura 200 sites 13
Map 2. Mean temperature change in ADRION area 15
Map 3. Forest coverage 16
Map 4. Tre cover change (2062018) 17
Map 5. Amount of particulate in the atmosphere (2018) 18
Map 6. Predicted coast erosion 19
Map 7. Share dirtificial soil coverage 20
Map 8. Recycling rates 30
Map 9. Commercial ports in the ADRION area. 33
Map 10. Number of vehicles per 100K initents 36
Map 11. Rate of road accidents per 1M inhabitants 37
Map 12. Number of train stations per 100K inhabitants 39
Map 13. Unemploymenttes 45
Map 14. GDP per capita changes 47
Map 15. Net percentage of migration 50
Map 16. Number of registered irregular migrants 51
Map 17. Percentage of early leavers from school 53
Map 18. Percentage of women in tertiary education 54
Map 19. Percentages of men in tertiary education 55
Map 20. Gender employment gap 56
Map 21. Youth unemployment rate 57
Map 22. Rates of change of nights spent by tourists 59
Map 23. Nights spent in tourism accommodation in relation to population 61
Map 24. Nights spent in tourism accommodation in relation to country area 62
Map 25. UNESCO World heritage sites 63

SOGES SA CCI/OBCT \Y



Analysis of the territorial challenges, needs and potentials of the Adridician Region
TERRITORIAL ANALYSIS and strategic options for pos2020 ADRIONProgramme

Index of Graphics

Graph. 1. Gross domestic expenditure on R&D 1
Graph. 2. Enterprise providing training on ICT 2
Graph. 3. Percentage of R&D staff 3
Graph. 4. Households with broadband access 5
Graph. 5. Number of households with home access to Internet 5
Graph. 6. Use of Internet in interactions with PA 6
Graph. 7. DiG,X indeX0(®) 7
Graph. 8. Online selling for SMEs 11
Graph. 9. Number of organisations participating to H2020 projects and based in the ADRION 12
Graph.10. Commercial landings (sea species) 22
Graph. 11. Electricity production 27
Graph. 12. number of LIFE projects implemented in the ADRION regions 31
Graph. 13. Share of bus transport 37
Graph. 14. Variation in domestic train passenger volume,-2009 40
Graph. 15. Distances covered by train with the same relative amount of money 40
Graph. 16. Share of GDP allocated to social protection 46
Graph. 17. Population and median ageraph. 17. Population and median age 48
Graph. 18. GDP originated by remittances 49
Graph. 19. Number of lead partners based in thRISIN regions participating in the Creative Europe programme 71
Index ofTables
Table 1. Areas apecialisation for regional innovation policies 4
Table 2. Population connected to at least secondary wastewater treatment 21
Table 3. Main data on air traffic 41

Table 4. List of Unesco properties in the World Heritage List and elements of intangible cultural heritage within tharaA®R6A@N

Table 5. World Heritage List transboundary properties which involve two or more ADRION countries 65
Table 6. Multinational elements of Intangible Cultural Heritage and Register of good safeguarding practices involvimgyéwkDdRION
countries 65
Table 7. Cultural Routes CoE with network members from two or more ADRION countries 67
Table 8. Cultural employmer2013 and 2018 69
Table 9. Main indicators for cultural enterprises and their share within the nonfinancial business economy, 2016 69
Table 10. List of members of UNESCO Creative Cities Network (UCCN) in the ADRION region 70

\ SITA srig CCI/OBCT



Analysis of the territorial challenges, needsid potentials of the Adriatidonian Region

and strategic options for pos2020 ADRIONProgramme TERRITORIAL ANALYSIS

Acronyms
ACRONYM FULL MEANING
ASCI Areas of Special Conservation Interest
BBVA Banco Bilbao Vizcaya Argentaria
BiH Bosna and Herzegovina
BRI Belt and Road Initiative
DESI Digital Economy an8ociety Index
EASME European Agency for SME
EBRD European bank for Reconstruction and Development
EIS European Innovation Scoreboard
ESPON European Spatial Planning Observation Network
ETC European Territorial Cooperation
GDP Gross Domestic Product
GFCM General Fisheries Commission for the Mediterranean
GVA Gross value Added
ICT Information and Communication Technology
IMF International Monetary Fund
INSTAT National Institute of Statistics (Albania)
ISTAT National Institute of Statistics (Italy)
LIP Logistic Performance Index
MakStat National Institute of StatisticdNprth Macedonig
NDICI Neighbourhood, Development and International Cooperation Instrument
NUTS Nomenclature of Territorial Units for Statistics
OECD Organisation for Economi€aoperation and Development
RIS Regional Innovation Scoreboard
SWOT Strengths Weaknesses Opportunities Threats
TENT TransEuropean Transport network
UNCTAD UN Conference on Trade and Development
WHO World Health Organisation

SOGES SA CCI/OBCT

Vi



Analysis of the territorial challenges, needs and potentials of the Adridician Region
TERRITORIAL ANALYSIS and strategic options for pos2020 ADRIONProgramme

Executive summary.
A macroeconomic perspective

Even though theADRIONcountries have been converging, on average, with EU27 for the period 2008,
they still present a heterogeneous set of countries spanning from EU higlteerme group, the intermediate
income Croatia ad nonEU lowerincome countries when measured as GDP per capita in PH3uring that
same period, the GDP PPS differences among the lower income candiolattries increased after 2015, while
countries the GDP PPS differences for the higheome EU mmbers decreased for the period 20Z018.

The situation is even more challenging when looking closer at local level (NUTS 3 and especially NUTS 3),
where the internal inequalities are rising, when measured with the coefficient of variatiohthe GDP per
capita at current market prices.

Namely, while some primary cities of the higand intermediateincome countries from theADRIONregion

can compare with the EU27 average GDP per capita at market prices, still, secondary cities are |agdiimgl

as they cannot compete effectively with primary cities given the agglomeration effects, productivity growth
and higher earnings in primary cities. We also identified significant inequalities between coastal NUTS 3
regions and the internal NUTS 3 raans inADRIONbut the inequalities between the coastal and internal NUTS

3 regions have been decreasing in the period 22117, when measured in GDP per capita at current market
prices.

Fostering inclusive growth and the need for infrastructure investmie human capital improvement,
addressing deficiencies in the labour market (especially targeting lgtegm unemployment) could be
beneficial at regional level in th&DRIONcountries.

Policies to address potentials of NUTS 2 and NUTS 3 regions and the cafal stock gaps. The inequalities
illustrate that the secondary and internal cities are failing to employ their full potentials. This is important for
the ADRIONarea, because cities are driving the growth and the territories where the secondary interitiakc

are placed canto a large extent improve the growth of theADRIONountries. That is why giving opportunity

on the equality of the potentials across regions can increase their competitiveness and finally accelerate the
convergence with EU27 avege. The challenge remains to find the right policy to identify and to help the
potential growth poles in the secondary and internal cities (challenges with the urban/rural difference,
proximity/remoteness to high growth gravity centres, coastal/internal dhotomies for example).

Policies could move toward equality of the potentials across regions and their better utilization especially for:

1 The quality ofhuman potential in the ADRIONregion countries could be improved bpncreasing
competences and skillsf the unemployed, e.targeting NEET in the 184 agegroup

1 IncreaseR&D as percentage of GDP but also, endorse a business environment favourable to higher
spending in R&D.

1 Improvements in theunemployment structure to address the londerm unemploymen, the youth
unemploymentand active ageindy working on the skill mismatch.

1PPS (Purchasing Power Standards) is a common measure eliminating the differences in price levels between countries
and allowing meaningful volume comparisons of GDP between countries (Eurostat).

2 Coefficient of variation measures the average dismersif distribution of outcomes and is defined as the ratio of the
standard deviation to the mean of a set of outcomes from a variable. In our case it measures the average dispersion of
the GDP per capita at market prices for regions within a sets of Nagjis (NUTS 1, NUTS 2, NUTS 3).
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9 Capital stock gap needs to be addressed by improving teastainableroad and rail transport
infrastructure especially in the EU candidate countries.

A spatial perspective

The ADRIONregions is still characterised by evidespatial and socioeconomic disparities . Alongside more
advanced economic development poles, it features numerous territories that are lagging behind, often due to
their isolation . The historical dichotomy between inner and coastal areas are clearly visible in some countries
and less in the others. Seeking a more balanced and cohesive territorial developmeADREONorogramme
should counter-balance the existing disparities by privileging spatial and economic integration, which
means activating interventions and actions that privilegetegrated spatial approaches and strategies .

To this end, the strategic geographical position of tA®RIONegion, extending from the Mediterragan Sea

to the Central and Eastern part of the European continent, provides it with a clear gateway connotation, in
turn offering a number of opportunities for further integration within both the Danube economic system as
well as the Adriaticlonian one. h this light, theADRIONprogramme should aim at seizing this opportunity,
positioning the region aspace for connection between people, goods, services and environmental resources
Z rather than a space of transit. Attention should be given to valoriséstg intra-regional flows and
synergies, as well as to provide spatial anchorages to exégional processes that are growingly
incorporating the ADRIONarea within integrated European territorial patterns.

From a spatial perspective, overcoming bordethrough the development and further consolidation of
functional interconnections should be one of the main goals of tAdRIONprogramme, to be pursued
through increasing attention to the development potentials and synergies existing in national andsdyosder
functional regions. Beside the existing functional regions, mostly located on the Western side of the Adriatic
Sea, the polymorphic nature of thtDRIONegion presents a number of territorial potentials for developing
links between similar geognahical realities such as coastal areas, mountain settlements and islands. In so
doing, particular attention should be paid on developing synergies among these emerging functional networks
and the potential functional urban areas that characterise the regia, in order to valorise urbasrural
development potentials and counteract those territorial disparities that still characterise each country as well
as the region as a whole.

A Territorial Analysis

The ADRIONorogramme spans @eographicallyand politically fragmented region, rich for its environmental
and cultural heritage, strongly interconnected at economic level but where the divide in GDP per capita and
infrastructural investments is considerable and the pace of convergence remains slow.

PO1: a smarter Europe. Overall, ADRIONis not a region standing out for itsnvestment in R&D,
digitalisation, internationalisation or innovation capacity in the business sector: small, medium and micro
enterprises are the cornerstone of the local economies in all sectors.

All differences taken into account, among the most relevant problétesitified among SMS in the region there
is the digital transformation. In a region where the digital skills of the workforce were up to now well below
EU27 average, a positive legacy of unfolding pandemics might be the input fadithalisation of thepublic
administrations, the business sectors and the societies at large.

Wholesale and retail trade is the most prominent sector in almost eveADRIONcountry except for Italy,
where most SMEs operate in tmeanufacturing. Targeted investments in the biechnology and food sector
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could boost a sustainable development of agriculture, food production and aquaculture that are core sectors
ET OEA OACEIT 086 AAITTiTiuUS

PO2: a greener Europe. The ADRIONregion is especiallyich in biodiversity, but it is alsovulnerable to
natural disasters, such as earthquakes, floods, wildfires, storms, droughts and climate change is making the
situation even more unpredictable. Moreover, as experienced lately with the €¥jdhe region discovered
itself unpreparedto face canplex emergencies that may include large epidemics. The transnational initiatives

to prevent and address environmental hazards cannot overcanadl of a sudden the long standing lack of
cooperation culture and the limited institutional capacities to tkle disaster risk reduction.

The Adriatic, lonian and Aegeaseas have beeroverexploited for decades and now are seriously at risk.
Recently, Marine Protected Areas (MPASs) have been introduced as well as Fisheries Restricted Areas (FRA:
that are effectively contributing to the rebuilding of fish stocks in the Adriationian Sea basin. However,
problems such as high levels of contaminants and marine litter affect the region.

Despite the fact that théADRIONegion has great potential for the developmenfrenewable energy sources
notably, solar and wind energy, it performs below the EU average as folirmoavation and energy efficiency.
Nonetheless, it is encouraging to notice that investments in solar and wind energy are increasing in some
countries ard that legislative frameworks are in place throughout the regions.

Decarbonisation of the energy sector, to abide by the EU Green Deal initiative, constitutes a major challenge
for the majority of ADRIONcountries: private heating is a major cause of aiplfution in SouthEast Europe
and the increasing urbanisation is worsening the situation.

Theenergy infrastructure needs modernisation to limit significant distribution losses. By offering incentives
for the renewal of the building stock, the region coulgiickly improve in energy consumption performance
and reduce air pollution.

The recycling rate of municipal waste is low and landfilling is still the common way to dispose of collected
waste. Overall, there is a high consumption of water and secondarytexaater treatment deserve stronger
efforts, to enforce the legal and regulatory frameworks for waste management already adopted within the
region.

There is a growing interest of private companies in investingdincular economy activities as well as to
develop organised electricity markets within the region. Some countries have either launched or have under
preparation/consultation revised energy strategies, adopting lower emissions arrangements. It is noticeable
the growing environmental awareness in the local civil society and the effective networking capacity with
the international civil society.

Climate change originated events, particularly floods and heat waves, may affect as well the touristic
attractiveness, that constitutes a strong component betregional economies. At present, the negative impact
of Covid19 emergency on the tourism industry is worrisome and the sector may remain in a stalemate for an
unpredictable period.

PO3: a more connected Europe TheEU integration of the Western Balkanss a fundamental process
shaping the future of théADRIONegion, for the MSs as well as the candidate and potential candidate countries
and, among other aspects, it is central for the normalisation of the political relations that are key for regional
prosperity.

Major international players such as China, whicis increasing its presence in the region with its Belt and

2T AA )T EOEAOEOAR OEIi x OEA bpi OAT OEAI AOOOAAOQOEOAT AO
global market.

Yet, it is the heavieU investments that ensure the bulk of the imastructures for regional connectivity and

offer opportunity for its economic integration.
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The ADRIONregion is a geographically fragmented area where coastal, mountainous and insular areas all
demand investments on technical infrastructures and the apption of new mobility methods.

The network ofairports has inadequate capacity to sustain tourism development and connectivity in general,
mostly due to doubtful economy of scale of the related catchment area. Various bottlenecks have limited the
develgpment opportunities stemming from thi&lotorways of the Seaconcept throughout the regiorRailway
transportation is lagging behind the EU average both in terms of infrastructure as well as in freight and
passenger volumes. In mo&DRIONcountries, there g poor and unsafe rail systems.

Road transport dominates the freight sector and, especially in the sowetistern part of the region, the

i 61 OEi 1T AAT OOAT OPT OOAOQGEITT OUOOAI EO O1 AAOAAOGAI T PA
Western Blkans within the enlargement process and international financial institutions are willing to invest

in the WB transport sector.

A fewports across theADRIONegion are committing to multimodality and there is a renewed consciousness
for the need of invetments on railway infrastructures and services. There are new investments in airports and
initiatives for new means of transportation (seaplanes). Finally, new approaches, as MaaS (Mobility as a
Service), will offer new opportunities to existing transpattion infrastructure.

PO4: a more social Europe.ln a context characterised by demographic decline, ageing population and low
fertility rates, by and large, the labour force is old and/or unskilled and features higitemployment rates.
Indeed, there are pnounced inter and intra-regional disparities in social capital distribution, unemployment

as well as social protection expenditures. They include a north and south divide and, for the Western Balkan
area, between urban and rural areas.

As foryouth unemployment, for instance, there are strong disparities between the Southern and Northern
ADRIONareas. It is worrisome to note that NEETSs are highly above EU27 average but the highestl&avirs
rates are concentrated in a central area &iDRION consising of Sicilia, Calabria, Puglia and Albania. Looking

at the considerable gender gap, one notices that the tertiary education attainment is in favour of women but
it does not entail employment rate in almost every region.

Emigration depletes the region garts of its qualified workers that leave due the unfavourable local context
and missing opportunities, either in terms of salaries, professional perspectives or welfare offers. Indeed,
migrant remittances play an important role for some countries and coteeir negative trade balance, but the
brain-drain is impoverishing the region of iteuman capital and is vanishing the effort in public education
services.

The region is strongly interested bynmigration waves and is at the centre of the two main magnts' routes

in Europe: the Central Mediterranean and the Balkans route. The Western Balkan countries are working to
harmonize their reception system to the EU one but despite the technical and financial support provided, the
presence of the EU external faer cutting across the region puts nemember states under severe strain.

PO 5: a Europe closer to citizens Clearly in theADRION-egion the rich naturalenvironment as well as the
cultural heritage of the regionwith 72 cultural and natural properties belonging to UNESCO World Heritage
List, or 15% of the whole European continent, plus 44 elements inscribed in the UNESCO list of Intangible
Heritage Humanity- operate as valuable attractors for totism development.

The ADRION-egion is heavily dependent on mass tourism. In the most attractive places, it has already created
a situation of over-tourism at the expense of natural resources, cultural heritage and welfare of local
communities. Moreover,hie tourism industry is characterised by higbeasonality affecting employment,
environment and availability of local services. What the rich cultural and natural heritage of the region would
benefit from are expenditures and investments fmnservation, maintenance, protection and promotion .

SOGES SA CCI/OBCT Xl
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There are notable differences in tourism infrastructure in the region, with most of the-&hhmember states
lagging behind in terms of marketing, promotion, standards of accommodation. Although the digitalisation of
the tourist industry demands for new products (sites, experiences etc) there is a low investment of R&D in this
sector. However, new emerging patterns in the tourism industity terms of customer approach, new products

and experiences, and supply sideall for quick innovative reactions.

Transnational networks of cultural routes and eneagastronomic stakeholders provide the basis for extending
the offer on rural and active tourism. Cities and territories in the inland regions have great cultural and natural
heritage potential and they show rising rates in touris arrivals.

Rural and cultural tourism could provide employment opportunities to inland marginal areas, isolated from
the main lines of development and affected by depopulation and emigration. The interconnection of tourism
with the creative and cultural eonomy could improve and benefit the underperformingltural and creative
industries of the region.

Tourism and cultural heritage strategies are often limited to a local or statéde level, lacking the
transnational element and failing to promote thADRONregion as a whole. The presence of transboundary
cultural and natural heritage elements provides opportunities to enhance networking between stakeholders
and to promote the destination as part of@nique tourist region .

In order to create a shared taistic destination, there are inadequate or missimgnnections between coastal
areas, (minor) insular areas and inner territories, these latter being particularly vulnerable in the Western
Balkans even though there are spaces for development in the ttarsector.

COVIBE19: a disclaimer

This territorial analysis was conducted during the weeks of the outburst of the @é&nyiandemics. The
economic consequences of this global health crisis are expected to be extensive and entail a drastic drop in G
and the deterioration of the fiscal position of all the countries involved iABRIONegion with negative long
term impacts as the recovery in 2021 is foreseen as incomplete.

The present territorial analysis could not take into full account poteciasequences of the health emergency.
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1. Territorial analysis

1.1. Policy objective 1 A Smarter Europe

1.1.1. INNOVATION
The ADRIONN O AAOO DPAOAI Oi EIlcompéailvenEss hnd sokidl pradrdsd | a2 lotated in
Northern Italy, Slovenia (Zahodna Slovenija), and Attiki in Greece (OECD 2019:16). The Croatian regions
show an average level of competitiveness performance, while the lower performing regions are located in

Southern ltaly, Greece and in th candidate and potential candidate countries (Albania, Montenegro, North
Macedonia, Serbia and Bosnia and Herzegovina).

Among the indicators of the strengthening research, technological development and innovation one can
consider the level ofR&D spending. The EU set the target of the 3% of GDP to be invested in the R&D sector
by 2020 but, as noted by OECD (2019), across tA®RIONregion there is a remarkable heterogeneity of
the research and development expenditures and no country is even close to thefided goal.

Gross domestic expenditure on R&D as a percentage of GDP - 2017
Graph. 1. Gross domestic  250%
expenditure on R&D

2.00%
Source: UIS, Eurostat, own

elaboration
1.50%

Research is crucial for the
development of innovative
services, processes and
products.

1.00%

Such a statement affects
also those matire sectors, oo _ _
Bosnia and Greece Croatia ltalia Montenegra Narth Serbia Slovenia EU28
not traditionally linked to Herzegovina Wacedonia
the mainstream of research COUNTRY
priori ties such astourism.
Indeed, the tourism sector represents an important share oADRIONS O AT 01 OOEAO ' $0
challenged by new demands stemming from the establishment of sgic measures issued for containment
of the COVIDP19 pandemic. An immediate and general push towards innovative measures is registered, as
well as a stronger need of widening the scope of digitalised support services.

According to the Oslo Manual (2018)firms can undertake different activities in pursuing innovation, first
of all research and experimental development activities. R&D activities are conducted in order to increase
the stock of knowledge and to devise new applications of available knowledgeSPON, 2018).

The inquiry conducted for the European Commission (1:2017) with the Estonian European Semester
highlights that in the EU there are three categories of research and innovation (R&l) policy challenges: the
low quality of public R&l systems, wak sciencebusiness linkages and bottlenecks in investment.

The European Innovation Scoreboard (EIS) provides a comparative assessment of the research and
innovation performance in the EU Member States and in selected third countries. Based on the average
scores in selected indicators, the EIS summarises the performance in the Summary Innovation Index. It
classifies the countries in four groups: innovation leaders, strong innovators, moderate innovators and
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modest innovators. Croatia, Greece, Italy, Slovanand Serbia are considered moderate innovators, while
North Macedonia is a modest innovator (EIS 2019).

The European Innovation Scoreboard (2019) stresses that the inclusion of all the Western Balkans
countries is foreseen, but they can be covered onliydata are available for at least twenty indicators. At the
moment, there are data for eight indicators in Albania, ten indicators in Bosnia and Herzegovina and fifteen
indicators in Montenegro.

For the EU, the document highlights that performance improvelly 8.8 percentage points between 2011

and 2018. The only country in theADRIONarea whose performance has worsened over the period
considered is Slovenia{10.6%), that used to be the best performing country in thdDRIONregion, and its
current negative turn is almost entirely due to declining performance in 2018 on doctorate graduates. In
OEA OAT A UAAOOh .1 O00E -AAAATTEAGO PAOAI Oi AT AA OAI
relative to the EU going from 37.9 to 43.4. Nevertheless, the atty remains in the group of the modest
innovators.

The Regional Innovation Scoreboard (RIS) is the regional extension of the EIS. According to the last
publication (RIS 2019), in Greece the performance has increased for all regions except for Notio Aigaid

the Kriti region is the only strong innovator. In Croatia, the performance of Kontinentalna Hrvatska has
increased, while Jadranska Hrvatska has worsened. In Italy, regional performance differences are high:
Friuli-Venezia Giulia (the only strong inn@ator in the country) performs 80% higher than Sicily. In Serbia,
Beogradski region and region Vojvodine are the most innovative regions.

The level ofinnovation of the firms is one of the most important dimensions to analyse while looking at
theinnovatii T T &£ A AT 01 6ous /T A T AAOGOOAIT AT O ET Al Odaled EIT
skills of their personnel. Relying on Eurostat and MakStat (for data related to North Macedonia), it is
possible to note that Serbia and Slovenia have the higét percentage of enterprises providing training to
develop or upgrade ICT skills (29% and 28% respectively). The lowest performance of the region is
registered by North Macedonia (14.1%) followed by Greece (15%). (Italian figure refers to the whole
country).

Percentage of enterprises that provided training to develop/upgrade ICT skills of their _ o N
personnel - 10 persons employed or more - 2019 Graph. 2. Enterprise providing training

on ICT
30.00%

Source: Eurostat and MakStat, own
elaboration

Another interesting dimension
concerning the human resources
is the level ofR&D personnel as
a percentage of total employees
of a region. The best performing
regions in the ADRIONarea are
1000% Zahodna Slovenija (2.4%) and
Emilia Romagna (2.2%). The
worst performing countries are

20.00%

0.00%
Albania Bosnia and Greece Croatia Italia Montenegro North Serbia Slovenia
Herzegovina Macedonia

COUNTRY
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North Macedonia (0.25%) and Montenegro (0.27%).

Graph 3. Percentage of R&D staff o, pepy personnel/total employees - 2017

Source: Eurostat and the Agency fc ;404
Statistics of BiH, own elaboration

The goal of the European
Commission (2016)
Strategy on research and
innovation defined in 2016
is to involve a large group of
actors in the innowation
process. To do so, it is
fundamental to let
knowledge circulate more
freely through digital and  oso%

collaborative  technology

and R&l should be

characterised by

international COOpel’ation in oo Albania  Bosniaand  Greece Croatia ltalia  Montenego  North Serbia Slovenia

the research community. remanire Hocesine

10 OEA %5 #I1

Orientation Paper (2020)

stresses one can observe a low level of cooperation (links and synergies) between research centres, the
higher education sector, public administrations and private companies; technology transfer and capacity
building. In terms of RTD collaboration patterns, OECD (2019) notes that the -patents and scientific
publications co-authored across theADRIONregion show a considerable WeglEast divide.

150%

1.00%

COUNTRY

The expectation is that the transnational EU programm@DRION by promoting an increased degree of
collaboration, favours knowledge sharing and learning process in the area. This should take place across
regions and between stakeholders.

1.1.2. SMART SPECIALISATIGN RATEGY

Since 2011, the European Commission has provided\dde to regional and national authorities on how to
AAOGAT T B AT A Ei DI AT AT O OEAEO Oi AOO O EshArESpdcili€aioO E T 1
01 A O AThi Platform facilitates mutual learning, data gathering, analysis, and networking opganities

for around 170 EU regions and 18 national governments.

Cohesion Policy encourages EU regions to build regional coalitions to support the creation of new European
value chains in areas associated with strategic growth; for this reason, in 2015 tle¢hematic S3 platforms
have been launched, to provide an interactive and participatory environment in fields related to AgRood,
Energy and Industrial Modernisation. Thethematic S34 platforms are contributing to building an

3 The data derive from our own elaboration of two indicators: the total R&D personnel and the level of employment.
The sources of these data are Eurostat and the Agency for Statistics of Bosnia and Herzegovina.

4 SmartSpecialization Strategy (S3) has been introduced in the context of the 2044 1 LIN2 A NJ Y Y A-y 3 LIS N
FydS O2yRAGAZ2YIEAGEE 6 AGKA(resedch and Bnoiatbi (it is BaFed 6nk3 &nXint siepsO  h 6
ARSYGATE SIngtks aniSaipaafi@ assels{ipNditise research and innovation investment in competitive
areas and define a shared vision for regional innovation.
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increasing number of interregional partnerships across the EU, exploiting synergies across partnerships
and across sectors.

The countries and regions belonging to thADRIONspace outlined their S3 strategies on the basis of a global
SWOT analysis of the economic system, through a dialogue with local stakeholders and a process of
"entrepreneurial discovery”. This approach embraces a broad view of innovation including, but damly

not limited to, technology-driven approaches, and can be summarized in the followingreas of
specialization 5:

B[lgw d&ggnmj‘g\n and I,gpjﬁ(;/& EREECE CROATIA ITALIA SLOVENIA ALBANIA BOSNIA MONTENEGRO SERBIA NMACEDONIA
HEATIFE I

ICT systems and technologies: Industry 4.0, smart cities and X X X X X X X X

communities, cyber security, big data, gamification. internet of things.

digital platforms, solutions for e-government

Energy and sustainable environment, disaster prevention: Energy X X X X X X X

efficiency and saving, smart grids, circular economy, biomass
transformation, eco-materials, reduction of carbon footprint, biodiversity
protection, disaster prevention and mitigation, early warning systems
Health and quality of Life: Biomedicine, preventive medicine and X X X X X X X
diagnostics, biomaterials, functional foods and putraceuticals. e-health,
regenerative medicine, active ageing

AgriFood and safe nutrition: products traceability, sustainable food X X X X X X X X
production and processing, food quality and security, aquaculture
Sustainable Tourism and creative economy: Social innovation. X X X X X X

imaging technologies, open innovation, experience tourism , living labs.
digital media production, creative design, solutions for e-education

wiopeld €5 Uo 8|qe|ie Ae BlEp ON

Smart mobility: zero emissions vehicles, Euro NCAP security X X X X X
standards, e-mobility, smart logistics systems and ipteconnectivity
Innovative production technologies and advanced materials: X X X X X X

megchatronic systems, smart sensors, nanomaterials. polymers, robotics
and human-machine interface. automation, aerospace, marine mineral

resources
SOURCE: s3platform.jrc.ec.europa.eu

Tablel. Areas of specialisation for regional innovation policies

The apparent overlapping of chosen themes repsents a converging view on the development strategy and,
as it is the case for tourism in Croatia, the background idea is not to underestimate the importance of that
industry, but to acknowledge its widely scattered presence in terms of crosscutting intest based on a vast
network of small-scale operators.

In 2019 the ADRIONprogramme launched its third call for proposal on priority axis 1, specifically targeted
on two topics: Social innovation andlue Growth on S3. Specific support should be also providd to inland
areas (Serbia, North Macedonia) to be aligned and match with the needs of Adriaiimian coastal areas
when developing projects orBlue growth.

Regional systems should ensure a stronger planning and impact orientation, and a greater role of
transnational and interregional cooperation through macreregional strategies (e.g. Interreg, Vanguard
initiatives). In addition, greater synergies are considered also possible between shared programming and
EU nonstructural funds (e.g. Horizon Europe, CQ&E) that should be fully exploited by local initiatives.

S3 approach is considered as a key ingredient for the forwafldoking evidencebased economic
cooperation in the macreregion, as well as a facilitator of implementation of the innovation strategies
across the macreregion and beyond. With reference to the EUSAIR strategy, Blue Growth is one of its pillars
and has identified three main topics on which to concentrate its intervention in the area: Blue technologies;
Fisheries and aquaculture, and Marithe and marine governance and services. In 2017, the representatives
of the ADRIONcountries Governments recognized the significant potential of the Blue Economy and
confirmed their commitment to support sustainable growth in the marine and maritime sectorof the
Adriatic and lonian Region, by promoting sustainable growth and jobs through research, innovation and
business opportunities in the blue economy. Since many regions are currently in the process of revising

5 ADRIONtalian regions.
4 SITA srik CCI/OBCT
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their S3, anupdated andperiodic analysisof the Macro regional innovation potentials should be developed
in order to constantly align theADRIOND OT EAAOOS6 AEAI T AT CAO xEOE OEA 1
territories involved.

1.1.3. DIGITAL ECONOMY

Digital connectivity is considered a social ght in the EU (DESI 2019:3). The availability of information and

AT i1 OTEAAOGETT OAAETTITCEAO j)#40q AEEAAOO DPAT PI AB
quality of, information and communication

technologies is among the priorities for theEU  Households with access to the interet at home - 2018 (Percentage)

cohesion policy. 10000%

Two relevant indicators to understand the ICTs

usage in households are the broadband acces e
and the internet access. ‘
Graph.4. Households with broadband access e
Source: Eurostat, own elaboration

. . . 25.00%
The proportion of households in the EU with
access to the internet was 89%, while the

broadband access was 86%. As for teDRION
region, the proportion is lower (78.4% and  Households with broadband access - 2018 (Percentage)
77.4%, respectively). Yet, the WB countries
recorded significant increases from 203
onward, improving significantly their position
Eurostat (2019a). Zahodna Slovenija is the =
region that scores better in both the indicators
with 90%. Slovenia is also the best performer

as a country, while Bosnia and Herzegovina is
the worst, reaching ony 69% in both the
indicators. Among the Italian regions that
belong to the ADRION space, Molise is the
worst performer with 75% and 72% for
internet and broadband, respectively.

Bosnia and Herzegovina Greece Croatia Halia Montenegro  North Macedonia  Serbia Slovenia
Graph.5. Number of households with home access to COUNTRY
Internet

Source: Eurostat, own elaboration

There is a clear urbarrural divergence in terms of internet access in many countries. The divide is
particularly strong in Greece. On the contrary, in Italy, although the indicator is higher in the cities, theise
no major discrepancy in the number of households with internet access between towns and rural areas
Eurostat (2019b). Moreover, the differences in broadband speed between European regionsr digital
divide - are considerable in the region and have aimpact on the development chances.
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The Digital Economy and Society Index (DES$ a comprehensive way to measure the digital performance
among EU countrie$.Looking at the DESI indexthe EU Member States, on average, compare well with the
non-EU countries and the top EU countries are among the best performers globally, with six EU Member
States in the "top ten".

However, as underlined by the DG Connect (2018), the average hides sigmifit differences between MS
and similar differences can be found within MS themselves. This is true for tA®RIONregion as well where
countries such as Slovenia score high as well as the Italian EmiRwmagna but southern Italian regions are
among the worst performing in the EU space.

In the Western Balkans IDESI covers only Serbia that recorded the largest increase in performance as it
increased its score by 75 per cent inDESI between 2013 and 2016 and rose from the last position amongst
the 45 courtries analysed to 34th place (DG Connect 2018).

One index connected to the digitalisation of society where aADRIONcountries are all covered measures
the percentage of individuals who use the internet for interaction with public authorities. In this cas
relying on Eurostat regional data, it is possible to see the differences between and within EU and +ield
States.

While Slovenia and Greece are the best performers in tRd®RIONregion in 2019, Bosnia and Herzegovina,
Italy and Montenegro are the lowes performers (the data for Albania refers to 2018). Sicily is the worst
region among the considered ones, with only 15% of individuals using the internet for interactions with
public authorities.

Gl’aph.ﬁ. Use Of Internet in interations Individuals who used the internet for interaction with public authorities (last 12 months) - 2019 (Percentage of individuals)
with PA

Source: Eurostat, own elaboration

The uptake of digital solutions

for the public administration,
not only increases the internal
efficiency and facilitates
interactions between

administrations, citizens and

businesses, it also serves as the
main drivers of the digital

transition of territo ries (ESPON

COUNTRY

20.00%

The DiGiX is another useful

index to examine the digital economy (Camara & Tuesta 2017). It summarises relevant indicators about the
digital performance of 100 countries, including all theADRIONcountries except Bosnia and Herzegovina.
The DiGiX analyses the factors that enable a country to fully leverage the ICTs for increased competitiveness.
It is structured around six dimensions: infrastructure, households' adoption, enterprises' adoption, sts,
regulation and contents.None of the countries of theADRIONregion has a DiGiX above the average of the

6 The DESI index takes into account five dimensions, themselves divideadimsrisions, in order to track the progress

of the EU Member States in the digital economy: 1) the demand and the supply side of fixed and mobile broadband; 2)
0KS AYRAQGARdzZE £ aQ €S@St 2F RAIAGHE &a1Af & AlayiR QF AN RASB R
employment); 3) the frequency and types of activities and transactions of citizens online; 4) the digitisation of the
business sector and@mmerce 5) the digitalisation of public servicesz@vernment and #ealth.

6 SITA srig CCI/IOBCT
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100 countries analysed globally (0.48). Not even Slovenia, that is the highgdaced country in the region
and it is the only one ranked among té first 50 countries analysed by the index.

Digitization Index - DiGiX - 2016

05

Graph.7.DiG,X index (2016)

Source: Camara & Tuesta (2017),
own elaboration

04

03

02

Albania Greece Croatia ltalia Montenegro  North Macedonia Serbia Slovenia

COUNTRY

1.1.4. SERVICES TO SME

The 20192024 Agenda for Europe stresses that small and mediusized enterprises (SMES) i vital for
the economy, accounting for two thirds of private sector jobs in the EU and representing around 99% of all
enterprises DG REGIO (2020).

The Cohesion policy is the largest European source of investment in SMEs. Funds are essential to address
the challenges that the SMEs face due to their dimension in different areas, such as access to finance,
decarbonisation, digitalisation, internationalisation and innovation.

According to the Annual report on European SMEs (EASME 2019), for the first timas@ 2008 the sector
expanded in all EU countries in terms of both employment and value added. In 2018, the SMEs in EU
generated on average 56.4% of total value added and had an employment share of 66.6%.

The fact sheets published in the framework of the Safl Business Act for Europe provide information about
the SMEs in Member States and WB countrié&holesale and retail trade is the most prominent sector in

almost every ADRIONcountry except for Italy, where most SMEs operate in thenanufacturing , and

Montenegro, for which data are not available.

Overall, the most relevant problems are identified in digital transformation, cooperation between
businesses and research centres, weaknesses in the business environment and internationalisation
(although some countries in the region perform well in some fathese dimensions).

7 As for labour force and digitalisation see below the chapter devoted to social rights in the labour
market.
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1.1.5. ALBANIA

In 2017, SMEs in the Albanian nofiinancial business economy created 80.3% of all employment,
corresponding to four out of five Albanian jobs and generated 68.3% of total value added. The most
challenging dimension is the intenationalisation of SMEs (EC 2019a).

I AAT OAET ¢ O1 OEA AT AOI AT O Owl OOADOAT AOGOEAI %A1 OU
11171 OAGET T DOT EAAOR AO OEA OAOI OEITT1 OAOGEI T 6 EO C
be classified @ innovative in the Albanian context (Hach and Trenkmann 2019: 12). The survey carried out

by the Albanian Institute of Statistics for the period 20162018 on SMEs belonging to NACE sectors related

to ICT, reveals that 46.9% of these enterprises have beémovative, and the majority of innovating
enterprises belong to the group 89 employees (95.6%). According to the same source, 73.5% of the
surveyed SMEs state that the most important factor in preventing innovation from happening is the high

cost of innovation activity (INSTAT 2019). In 2017, 24,924 new businesses were registered in Albania.
Among them, 95% are micro enterprises. The numbers suggest that most activities remain in traditional
sectors such as agriculture, forestry and fishery (5,767 regisdtions), accommodation and food services
(4,268) and trade (6,237), suggesting little innovative activities.

Cooperation between government, academia and industry remains weak. Transfer of knowledge is rare and
only takes place with highly entrepreneurialprivate universities as the POLIS university.

1.1.6. BOSNIA AND HERZEGNA

In 2016, SMEs generated 66.3% of total value added and 71.9% of employment. Wholesale and retail trade
contributed the most to SME value added, with a share of 32.9%, along with a shafe30.9% in SME
employment. The manufacturing sector was the second sector for SMES, generating 26.3% in value added
and 28.6% in employment. SME value added fell in both information and communication and real estate
activities (EC 2019b).

Access to fimnce performs in line with the EU average, while internationalisation and information
availability perform below the EU average. The country should increase investment in R&l and take
measures to prevent brain drain. According to the Agency for Statistiasf Bosnia and Herzegovina, the
percentage of small enterprises which were innovatioractive in the period 20142016 is 36.8%. The rate
of medium enterprises which undertook innovation activities stood at 49.7% in the same period. The most
relevant barrier in the implementation of innovation activities is identified in the lack of funds (Agency for
Statistics of Bosnia and Herzegovina 2018).

Strategies exist only at entity and cantonal level, as there is not a countrywide framework for SMEs policy.
The Fedeation entity implemented the scholarship programme for the professions required by industry,
xEEIT A 2APOAI EEA 30DPOEA OOAOOAA OEA O)1 11 OGAOGEITT Al
digitalisation and to raise innovation and research capaties (EC 2019b).

1.1.7. GREECE

In 2018, SMEs in Greece have an employment share of 87.9% and represented 63.5% of total value added.
Wholesale and retail trade and manufacturing generated nearly half of SME value added. The increase in
SME employment in 20142018 was due to growth in the food products suksector, due to its synergistic
relationship with other sectors such as agriculture and tourism.

In 2018, Greek SMEs in the specialised knowledg®ensive services and hightech manufacturing sectors
accounted fa 24.5% of the value added in the services and manufacturing sectors (the EU average is 33
percentage points).

8 SITA srig CCI/IOBCT
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The country is in line with the EU average in skills & innovation. Fiscal incentives have been introduced to
encourage the development of the R&ompetencies of SMEs. Four measures were adopted during the
AOOOAT O OAEAOAT AA DPAOET Ag-créatel1 TOIAGA O Ao ARQAIT QOAIT A& Ad

ATTTAAOGETTO AAOxAAT 20) AT A AOOET AOON OEA QLOEGAAC
that aims to encourage the recruitment of young scientists in manufacturing, ICT and construction;

0" OOET AGO ()1 11 O0AOGEIT ' OAAAAGHh AAOGECT AA & O Al OAOE
AT A Y#4n OSECEOAI vdigtEaims © preEio® dighd kilsOAT ' OAAAAG R

Policy action is needed to improve the internationalisation. The country has among the lowest share of SMEs
purchasing online (6%) and selling online (11%) (EC 2019c).

1.1.8. CROATIA

SMEs account for 68.9% of employment anir 59.4% of value added in 2018. In the period 2012018,
SME value added in the wholesale and retail trade sector increased by 37.5%, but the level is still lower than
in 2008. The accommodation and food services sectors generated a strong growth, assalt of government
programmes aimed at stimulating tourism.

#O0l ACEA EAO OEA 11T xA0O PAOA&E Oi ATAA ET OEA %5 ET
third best score in internationalisation and it is above the EU average for environment.

The lack of a qualified workforce continues to be a relevant issue. Between 2017 and 2018 there were
improvements in the share of adults who intend to start a business and in the entrepreneurial activity of
in the specialised knowledge intensive services and higlech manufacturing sectors, R&D intensive,
accounted for 26.6% of SME value added in the manufacturing and services sectors, significantly betoav
EU average (33%). However, there are improvements in the percentage of SMEs introducing product or
process innovations and marketing or organisational innovations.

A policy measure implemented by the Government is the introduction of innovation vouchefor SMEs, that
facilitate the cooperation between entrepreneurial activities and scientific research organisations through
the provision of expert support to SMEs (EC 2019d).

1.1.9. ITALY

The share of employment generated by SMEs is 78.1% in 2018, while thdueaadded is at 66.9%. Micro
firms are particularly important, providing 44.9% of employment. 30.4% of overall SME value added is
generated in the manufacturing sector.

Italy has one of the lowest scores in responsive administration, state aid & public grarement. Italy is in
line with the EU in skills & innovation, but the share of SMEs selling online is low, as is the introduction of
product or process innovation. With regard to the internationalisation, Italy performs below the EU average
but its share of SMEs exporting outside the EU is above it.

4EA ¢mpe O)1 AOOOOEA 18mn6 bi AT AAOAA AO Al ET AAT OE
1.1.10. MONTENEGRO

In 2017, SMEs accounted for 80.1% of total employment and 69.5% of total value added. Tinare of SMESs
selling online and the resulting turnover ranks well below the EU average. Montenegro ranks among the
highest performers in border agency cooperation and online exports outside of the EU (EC 2019f).
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1.1.11. NORTH MACEDONIA

SMEs generated 74.2% of joband 63.4% of value added in 2017. Most SMEs (40.7%) operate in the
wholesale and retail trade sector. Information and communication was among the fastest growing sectors
in 2012-2017.

North Macedonia performance in skills and innovation is below the EU axage. The country has one of the
lowest shares of SMEs selling and purchasing online. The SMEs selling online are only 3%, while the EU
average is 18%.

The business in the country is faced with weaknesses in the business environment and informal economy.
With regard to the environment, North Macedonia is the worst performer of all the countries considered.
The internationalisation is in line with the EU average, but the contribution to exports is the lowest of the
Western Balkans (EC 2019q).

1.1.12. SERBIA

99.8% of all firms in the Serbian nonfinancial business economy are SMEs. They account for 66.3% of
employment and 55.6% of total value added in 2017. One third of SMEs operate in the wholesale and retail
trade sector, followed by the manufacturing sector.

Between 2017 and 2018, the proportion of SMEs purchasing online decreased, while those selling online
increased. The percentage of employees with ICT skills decreased from 20.7% to 18.2% (EC 2019h).
1.1.13. SLOVENIA

The employment share of SMEs in Slovenia (72%), agll as the value added (64.5%), exceed the EU
average in 2018. The majority of SMEs are active in wholesale and retail trade and manufacturing.

One of the most relevant issues is the lack of qualified workforce. Other challenges are the slow digital
transformation and the low level of cooperation between business and research, development and
innovation institutions. The percentage of SMEs offering green products or services dropped from 33% in
2015 to 23% in 2017. Slovenia performs in line with the EU &rage in internationalisation (EC 2019i).
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Percentage of small enterprises (10-49) selling online - 2019 and Percentage of medium
enterprises (50-249) selling online - 2019

B Percentage of small enterprises (10-49) selling online - 2019 [l Percentage of medium enterprises (50-249) selling online - 2019

40.00%

30.00%

20.00%

10.00%

0.00%
Bosnia and Herzegovina Greece Croatia Italia Montenegro Serbia Slovenia

COUNTRY

Graph.8. Online selling for SMEs

Source: Eurostat, own elaboration

'T EI b1 OOAT O ET AEAAOT O E le-cdnihdrce 3whith@diers @EhE frablit® of@oost 1 1
and services over computer networks (Eurostat 2019c). The EU average of small enterprises 49
persons employed) selling online is 16 percentage points, while regarding the medium enterprises (239
persons employel) the average is 25 percentage points. In tht@DRIONregion, Serbia is the best performing
country for both the categories of enterprises (respectively 28 and 31%). Greece is the worst performer
(8%) with respect to small enterprises. Considering medium mterprises, the worst performing country is

Italy (15%).

Looking at the Italian regions included in theADRION ISTAT data show that Calabria is the best performer
with regard to the percentage of enterprises with more than 10 employees selling online (284), while
Molise is the lower performer (8.6%).

Enhancing the competitiveness of SMEs is among the goals of the EU structural funds. Progress in the digital
economy is critical to improve the competitiveness (Eurostat 2019c¢). The use of the internet byterprises
is not limited to e-commerce, as it is related to many different dimensions.

Between them, it is interesting to look at thepurchase of cloud computing services. Data provided by
Eurostat allows to make a comparison of the enterprises with 10 psons employed or more that bought
cloud computing services in 2014 and in 2018. The EU average was 19% in 2014 and grew to 26% in 2018.
Slovenia was aligned to the EU average in 2018, while Croatia was the only country in &i2RIONregion
above it (31%l). The Italian case is apparently relevant, as the percentage fell from 40% in 2014 to 23% in
2018 in official statistical terms, though this is due to a change in data criterion collection. On the other
hand, the percentage has almost quadrupled in Serb{fxom 4% in 2014 to 15% in 2018). Cloud computing
services were mostly used in 2018 for email, storage of files and office software.
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1.1.14. PARTICIPATION TO HZD PROGRAMME: INNOVAON AND RESEARCH

The first priority of the new EU Cohesion Policy covers a crudieole in European policy investments; as the

Al O A0 #1111 EOCOETTAO A O 2 A Chartispetialisation vitllAde motelinpiriark  # ¢
than ever in the posR020 period. For these strategies to express their full potential in the coming gjeae

need two things: more partnership and more ownership, especially in those regions that need to catch up the
most. This initiative will help prepare the ground for solid innovation strategies in the post 2020 peridd."
facilitate this process, Comnssion is helping Europe's regions to prepare for the future, with solid
innovation strategies supported by EU funds in the next lonterm EU budget for 20222027, for example
xEOE OEA ET EOEAOQOEOA O3 0AEOxAU OI exp@rasA fo tedidndladyging O E A
behind in terms of innovation and helps regions to identify adequate EU resources to finance innovative
projects, and pair up with other regions with similar assets to create innovation clusters.

A new programmez Horizon Euro pe z will build on the achievements and success of the previous research
and innovation programme,Horizon 2020 (H2020), and keep the EU at the centre of global research and
innovation. H2020 showed its capability to help to create jobs and growth, tackléggest societal challenges
and improve people's lives, with a clear European added value, producing demonstrable benefits compared
to national or regionaklevel support. The table below shows the high number of participating organisations
in the H2020 Prggramme in the 20142020 period from ADRIONCountries.

6000 -1 5695

5000 -t
3000 -
2000 -
992
1000 -t
546 405
36 94 44 82

‘@9 N

Graph.9. Number of organisations participating to H2020 projects and based in kieRION

It should be noticed the high participation in the Programme especially by organisains from Italy and
Greece (respectively 5,695 and 3,766), but even the remarkable participation of IPA countries, Serbia (405
entities), BosniaHerzegovina (94) and North Macedonia (82).

About two-thirds of Europe's economic growth over the last decadelas been driven by innovation, to
which H2020 contributes with more than 10 BEUR/year (80 BEUR in the-year programme period).
Horizon Europe is expected to generate new technologies, promote scientific excellence, and to have
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positive effects on growthtrade and investment and significant social and environmental impact. Each euro
invested by the programme can potentially generate a return of up to 11 euro of GDP over 25 years.

1.2. Policy objective 2 A greener and low carbon Europe

1.2.1. HABITATS AND BIODIMESITY
Natura 2000 isthe ELi Ai AAO OOAOAOGG 1T AOx1 OE 1T £ DPOT Otkrhduvival AOA,
of most valuable and threatened species and habitats listed under both the Birds Directive (2009/147/EC)
and the Habitats Directive (92/43/EEC). The Eerald Network is an ecological network of Areas of Special

Conservation Interest (ASCIs) set up by the Contracting Parties to the Bern Conventiancluding a wider
group of countries.

The ADRIONregion contains 3,027 NATURA 2000 sites in the member séat with a total area of 117,993
square kilometres and 1,338 natural protected are@dn the non-member states with a total area of 16,894
square kilometres.

Natura 2000 sites in the ADRION region, | 2= £
by extension in hectares
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Map 1. Natura 200 sites

Source: Natura 2000 database (2020), own elabonatio

8 https://www.coe.int/en/web/bern _-convention/emerald -network

9 https://www.protectedplanet.net
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The share of protected areas is much larger among Member States as compared with candidate and
potential candidate countries in the WB. This indicates a different approach in designation and management
of the areas to be protected.

The process of EU irggration is going to improve the environmental protection in the WB with the large
acquis communautairen this field. Indeed, the accession process to the European Union (EU) provided
Croatia the chance to join the ecological network Natura 2000. The natial designation of protection areas
should be founded on scientific criteria but a review of these processes in different EU member states
shows, however, that many factors affect the designation process, such as power and influence of different

interestCOT OPO AT A AAPAAEOEAO T £ OEA AAIT ET EOOOAOQEITO

Table 1 Environmental situation, some basic context indicators

Albania 65 26 43.1 NA 135 99.6 40 -
Bosnia . 55 42.7 43.1 NA 1.4 64.9 52 -
Herzegovina
Greece 45 31.6 47.6 80.4 11 825 21 29
Croatia 20 34 27.6 10.6 23.6 73.2 43 -
Italy 35.2 31.7 43.2 49.7 13.4 202.9 30 19
Montenegro 65 61.4 19 NA 4.2 457 33 -
North — 72 | 395 50.2 26.5 9.7 83.4 42 i
Macedonia
Serbia 44.2 31.1 39.3 12.2 6.6 91 44 20
Slovenia 40 62 30.6 0.4 55.1 102.9 45 -
Nordregio
(2004), FAO Aquastat | World Ban Eurostat | World Bank | World Bank
Source FAO (2016)
MakStat | (2016) (2020) (2018) (2018) (2018) (2018)
(2020)
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TERRITORIAL ANALYSIS

1.2.2. CLIMATE CHANGE

Climate change is due to natural and mamade hazards and risksThe current transformations that climate
is experiencing are not to be neglected. The wholEDRIONregion's temperature is higher now than it was
a few decades ago.

The changes, however, are not the same for every subregion. As it is evident from the data visualization, the
Adriatic regions are more exposed than the lonian ones. In general, only Greexzeems to be marginally

affected, whereas the other countries have experienced major changes when it comes to their climate

Mean temperature variation in the Adrion region
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1.2.3. FORESTS

According to the Food and Agriculture Organisation of the United Nations (FAO), forests are land with tree
canopy cover of more than 10% and an area of more than 0.5 hectares. Besides providing numerous
ecosystem services, such as soil protection againstosion and regulation of climate, they generate

resources and sources of employmeénForests extend over at least 34.7% (FAO, Eurostat data, 2015) of the

ADRIONTregion, their coverage ranging from 6.9% in Puglia, Italy, to 67.6% in Zahodna Slovenija. The
macro-regional share is in line with the ELR28 average (36%).

10 hitps://www.ecmwi.int/en/research/projects/uerra
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Forest FAO, % land cover, Eurostat 2015
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Map 3. Forest coverage

Source: Eurostat (2015), own elaboration

The monitoring online platform Global Forest Watch (2020) records significant tree cover losses in Greece.
The forest changes occurring in Notio Aigaio-19%) and Attiki (-17%) from 2000 to 2018 are markedly
above the macreregional average {4.4%).
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Tree cover change, %, Global Forests - e =
Watch, 2001-2018
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Map 4. Tree cover change (2062018)
Source: Global Forests Watch (2018), own elabomatio

The main reason for tree losses in thADRIONTregion is forestry, that is temporary reduction from
plantation and natural forests harvesting, while occasionally agriculture is responsible in some cases.
(Global Forest Watch 2020).

Wildfires are an important driver in most of the ADRIONregion, and a dominant one in Greece where in
July 2018 two fires in Kineta and Mati (Attiki) resulted in the death of 101 people. However, the European
Forest Fire Information System (EFFIS:2019) reports a declining trentoth in terms of number of fires and
burnt areas in the whole ADRIONregion from 2008 to 2018. Notably, in 2018 the fire risk was higher in
September than in July/August due to the combined effect of an unusual rainy summer and an exceptionally
warm early autumn.

EFFIS stresses that preventive fire protection measures and operational activities of the firefighting system

i 0606 AAAl xEOE xEI AEEOAO AAI PAECI O OEAO AOA OII1
climate change.

In October 2018A EAAOGU OO1 Oi jETT x1T AO O6AEA8Q 1 AOGHabtkrA y8
Italy. Wind is indeed an increasing source of damage to forests (Gardiner 2012) and coniferous woods like
those in the Alps are more likely to be affected in the fute (Gardiner 2013) by extreme weather events.
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and strategic options for pos2020 ADRIONProgramme
1.2.4. AIR POLLUTION
Being climate change caused and enhanced by human activities, it can be shown how countries in the

ADRIONregion come with emissions and pollution. The data are not homogeneous: some regions have
many stations that measure air pollution while others like a few regions in Greece lack them (in grey in the
chart).

Moreover, today methods for calculation of C£are not collected with the same detail neither betwen the
ADRIONcountries, nor in the EU Member StatesAnd generally speaking, nofEU ones miss a reliable
guantity of data.

Yet, as it can be seen in the data below, Bosnia and Herzegovina, North Macedonia and Serbia fare
significantly worse than EU coutries.

Average amount of Particulate Matter in the atmosphere in 2018
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Map 5. Amount of particulate in the atmosphere (2018)
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Source: original elaboration of EEA data

Every country in the region, except Italy and Albania, has functioning coal plants, most of them built
generations ago and plansabuild new coal plants in the following yearst2.

11 http://airindex.eea.europa.eu/#_blank

12 https://www.carbonbrief.org/mapped -worlds-coal-power-plants
18
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What is worse, due to widespread poverty, in the WPBrivate heating is mostly ensured with wood and
coal. Thus, cities in winter reaclalarming peaks of PM2.5 pollutionin Sarajevo, one of the most polluted
cities in the region,two thirds of homes are still heated with wood and coal. According to the World Health
organisation, the per capita mortality rate in Boshia and Herzegovina attributed to household and ambient
air pollution is 223.6 per 100,000, whch is one of the highest mortality rates by air pollution in the world.

A programme for the renewal of the building stock could quickly improve the situation. Incentives and
funding could push for a widespread upgrading and replacing stoves with gas andeetrical systems
(Ferrari 2019). Road transport is an additional source of air pollution within the region.

1.2.5. COASTAL EROSION, E@ONSUMPTION AND B0ODS

Soil consumption shows a worrying trend in theADRIONregion, mostly driven by the tourism sector.
According to a recent research{ousdoukas2020), most of theADRIONcoastline will be radically different

by 2050. This phenomenon will severely hit countries such as Albanithat considered the rather short
coastline will have major problems. Also Greece and Croatia, along with some parts of Italy where the
phenomenon will have greater magnitude, will need to address their environmental policies, within a broad
European initiative, in order to safeguard their natural heritage.

"U OEA AT A T &£ OEA AAT 0OOUR ETAAAA
OEAOA AOAAOh AT OE DPI DOl AOET I
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Map 6. Predicted coast erosion

Source: original elaboration of data published in Nature
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On top of it, theADRIONregion, as the whole EUGrimault 2019), is steadily getting paved over: natural
landscapes are being covered with concrete, by building roads, bridges, infrastructures (Duval 2019).

Share of artificial soil f - LU[V
\".‘ -
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I 9,05-20,6
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Map 7. Share of artificial soil coverage
Source: original elaboration &urostat data

Building infrastructure is not a negative thing per se, especially considering how these can bridge the
distances, and gaps, between central and peripheral areas. Yet, if left unchecked, building too much may
lead to several problems. On thene hand, stressing the soil may lead tess fertile ground and create
problems to the production of primary goods (Gatti 2019).

On the other hand, artificial land coverage makes theoil impermeable . This way water cannot be
absorbed properly, leading b uncontrolled and dangerous floods, as it is already happening in Slovenia
(+ O é P18).

The EMDAT databasé&3 reports 74 flooding events in theADRIONregion (national data) from 2009 to 2019.
The major one was the Yvette storm in May 2014, which affected over 1 million people and caused heavy
damages in Serbia, Bosnia and Herzegovina, and Croatihighlighting that floods can be addressed by
further institutional coordi nation (OBCT 2014).

13 EMDAT: The Emmgency Events DatabaseUniversité catholique de Louvain (UGLLCRED, D. Guf&apir -
www.emdat.be
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1.2.6. WATER

The ADRIONpartners have different approaches to water treatment. Besides an overall high consumption,
which is partially caused by low water prices and low collection rates, other problems in the water supply
system include water shortages, especially in the coastaegion and during the summer season, and
insufficient level of coverage of the rural areas with public water supply systems (with poor water quality
control for the waters from the rural water supply systems and other sources). The quality of drinking ver

is regularly monitored, for the public water supply systems, and the quality requirements are in line with
WHO and EU standards.

Discharge of communal and industrial wastewater into natural recipients happens to be done with almost
no treatment other than primary. An additional problem may be the lack of prdareatment of industrial
wastewater discharged into the public sewage systems, and a low level of residential connection to the
sewerage especially in the remote areas.

Protection of water resources water ecosystems and of drinking and bathing water is at the cornerstone of
EU environmental policy. The secondary water treatment indicator is also part of the EU Sustainable
Development Goals (SDG) indicator set and it is used to monitor progress towarensuring universal access
to safe and affordable drinking water, sanitation and hygiene while improving resource use and reducing
environmental impacts.

The indicator measures the percentage of population connected to at least secondary wastewater tneant
systems. The table below shows that there has been a relative improvement in tABRIONregion over the
last decade. However, a lot still needs to be done.

Population connected to at least secondary wastewater treatment (% of national resident patioih)

Croatia (HR)

Greece (GR)

ltaly (IT)

Slovenia (SI)

Albania (AL)

Bosnia and Herzegovina (BA

North Macedonig MN)

Montenegro (ME)

Serbia (RS)

Table2. Population connected to at least secondary wastewater treatment

Source: Eurostat Code: env_ww_con; Eurostat Code: SDG -t 2(pdate: 31/01/202@3:00
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1.2.7. THE STATE OF MARINEESOURCES IN THE ABRIC-IONIAN SEA BASI

According to the latest FAO report (FAO 2018), over 70% of both demersal and small pelagic species in the
Adriatic-lonian Sea basin are at low or intermediate biolevels mass, that is theerage weight of specimens.
The state of the European hake is particularly alarming, since its mortality is more than three times higher
than the reference point (SAC 2019). The EC Scientific, Technical and Economic Committee for Fisheries
(STECF 2019) eports that common sole, deepvater shrimp and red mullet are as well in
overexploitation 14,

The General Fisheries Commission for the Mediterranean (GFCM), a FAO special body which has the
authority to adopt binding recommendations for fisheries conservatin and for aquaculture development,

is impelling a major shift in fisheries management . The fisheries sector in theADRIONregion is on
average limited in terms of contribution to the national GDPs, nevertheless important as it is often located

in areas ofhigh unemployment and socieeconomic needs. Italy is responsible for 75% of the commercial
landings in the Adriatic-lonian sea basin of the abovwenentioned endangered demersal species in 2018
(STECF 2019).

Commercial landings of selected demersal species in the ADRION region - tonnes -
STECF 2019

B European Hake, commercial landings 2018 [l Deep-water shrimps, commercial landings 2018
Commoeon sole, commercial landings 2018 [l Red Mullet, commercial landings 2018

4000
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0 [ o
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Graph.10. Commercialandings (sea species)

Source: STEAR-16, own elaboration

14 Adriatic Sea, GSAs 17 and18, and lonian Sea, GSA 19, are merged for stock assessment by STECF.
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The first designatedFisheries Restricted Area (FRA)5in the ADRIONregion was the Lophelia reef off
Capo Santa Maria di Leuca in 2006 in order to protect a uniqgue example of living Lophébe@aring coral
mounds in the Mediterranean basin. The site is located in the lonian sea basin, in international waters.

The platform Medreact has identified a network of essential habitats for fish repopulation of the Southern
Adriatic (Valentino 2019) within the Adriatic Recovery project. The establishment in 2018 of the
Jabuka/Pomo Pit FRA, between Italy and Croatia, has divided this critical habitat for European hake in one
fully prohibited fishing area (Zone A) and two restricted fishing areas (Zone B and ZeIt). Primary results

of the monitoring by AdriaMed study group show that the FRA is effectively contributing to the rebuilding
of the stocks.

Legend

Bl FRA core area

= FRA buffer zone

1 sand with high rocks
¢ mud volcanoes, mud carbonate
* pockmarcs

sea pens

* Lytocarpia myriophyllum
— bathymetry

Map 8. The Jabuka/Pomo Pit FRA.
Source: University of Macerata, MaReMaIP project

A new FRA has been discussed at the GFCM general meeting in November 2019. The area is 2,800 square
kilometres and it is located in the Otranto channel, between Italy and Albania. The two countries are
opposing the plan because they fear the socEconomicimpact it may have on their fisheries. Similarly, the
Multiannual plan for small pelagic fisheries in the Adriatic Sea proposed by the European Commission in
2017 is on hold due to theopposition of concernedMember States (Croatia, Italy, Slovenia) to the setting

of total allowable catches and quotas.

80% of the fish and shellfish supply is provided by the fisheries sector in the EU; however, the aquaculture
sector has expanded in terms of production and sales over the last decade. The sector comprisesnmaa
shellfish and freshwater products. Italy and Greece account for 25% of the EU total aquaculture production
(STECF 2018); Greece is the main producer of sea bream and sea bass (47%) in the EU marinsextbr
whereas Italy dominates the production otlams in the EU shellfish sutsector (80%).

Generally, the sector consists of family owned micrenterprises, employing less than 10 employees, while
in Greece a few large SA and Ltd companies, active in the marine-selstor, are responsible for 80% of total

15 FAO dataset Fistries Restricted Areas (FRAd)ttp://www.fao.org/gfcm/data/maps/fras
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aguaculture product sales. In Italy thesector is mature, whereas it is expected to grow in the othé&kDRION
countries.

In particular, Eurofish (2020) records an upsurge in all types of aquaculture activities in Albania. In Croatia
the largest freshwater segment is carp production whereas the anine production of oyster is the most
promising. Because of the good quality and quantity of inland water, Slovenia has a good chance to increase
freshwater aquaculture, particularly salmonid rearing such as rainbow trout, hucherfHucho huchg and
brown trout. The different specialisation in fish production in the aquaculture sector can lead to effective
forms of cooperation within the ADRIONregion.

It is deemed that environmentally -friendly aquaculture might alleviate the pressure on marine
resources. Stid data on the environmental impact of the aquaculture sector is not available, given that pilot
collection of medicine use and mortality data were launched just in 2018 across the EU member countries.

The European Market Observatory for Fisheries and Agculture Products (EUMOFA) provides examples
of organic aquaculture production in the EUADRIONcountries. In Italy there are 37 organic companies
involved in either fish or shellfish farming, notably located in the Veneto region. In Slovenia there argdi
organic fish farms, all of them with very low production capacity. In Greece organic standards are applied
only to a small share (around 20%) of the seabass and seabream production. In Croatia one company
farming sea bass and sea bream is applying exfraentally organic production (EUMOFA 2017).

There is an evident need for moreoordination, monitoring and planning  of fisheries and aquaculture
sector in the Adriatic and lonian Sea basin, provided that the same production standards are guaranteed in
both Non-EU and EU countries.

1.2.8. THE STATE OF THE MARE ENVIRONMENT

The intensive maritime transport activity observed in theADRIONregion implies ships and port emissions,
underwater noise, contamination by hazardous substances and the introduction of invasi alien species
through ballast water discharges (Medlamer 2020).16 Offshore infrastructure for oil and gas extraction can
entail further risks of spills and accidents. All theADRIONcoastal countries are contracting parties of the
Barcelona Convention Kediterranean Action Plan, MAP) whose objectives are to assess, prevent and
reduce marine pollution and to protect the environment in the Mediterranean by stronger cooperation
among states. Harmonized monitoring protocols and sharing of data and informatioamong countries
bordering a common sea basin are strongly needed in the region for the proper understanding and
management of the marine environment, as results from thADRIONproject HarmoNIA.

The first - and latest- Quality Status Report, deliveredn 2017 by the UN/MAP, highlightshigher levels of
contaminants in the Adriatic-lonian biota than in the other subMediterranean basins. Worrying
percentages of mercury in the coastal sediments are detected in both the Adriatic Sea and the Aegean Sea
basins, due to the industrial exploitation of mines in these areasS. The DeFish Gear pilot project has
surveyed the presence ofmarine litter in the Adriatic-lonian region, finding that a significant amount
(around 35%) relates to shoreline, tourism and recreatnal activities and, more generally, to ineffective
waste management practices; among the most commonly found items, there are shiived single-use
plastic items. The fisheries and aquaculture sectors contribute to 17% of marine litter found on the sezdt
(Vlachogianni, Anastasopoulou, Fortibuoni, Ronchi and Zeri 2017).

16 See as well below the chapter devoted to mobility

17 hitps://www.medgsr.org/
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Biodiversity and ecosystem health can be preserved through the establishment of Marine Protected Areas
(MPAs). One of the policy commitments set by the Convention on Biological Divers#tis to designate as
MPAs at least 10% of coastal and marine areas by 2020. By the end of 2016 (last available data), 3% of the
lonian sea and 5.8% of the Adriatic Sea were covered by MPAs. The Aegeawantine Sea has the lowest
MPAs coverage in Europe (B%). Additionally, EEA (2018b) highlights that 70% of the sites in the Adriatic
sea and almost 50% of them in the lonian seas are too small (less than 52rno sustain ecosystem
resilience, whilst in the Aegean Levantine sea 60% of the sites measure mtran 5 kmg.

1.2.9. RISK PREVENTION ENVIRONMENTAIMANAGEMENT

1.2.9.1. Tourism related environmental risks

Among many human activities with an environmental impact, it is worth mentioning the fact that tourism
related activities may be the object of a specific attention within a transnational framework. The importance
of tourism sector is such that the environmentalimpact is significant and peculiarly linked to the
geographical and seasonal concentration.

1.2.9.2. Major risks

The ADRIONTregion is vulnerable to natural disasters, such as earthquakes, floods, wildfires, storms,
droughts and, as experienced latelyit is unprepared for complex emergencies that may include large
epidemics. In order to prevent and address them, a few transnational initiatives have been carried out over
time.

Established in 2007, the Drought Management Center for South Eastern EurqpMCSEE) involves all the
ADRIONCcountries but Italy in the monitoring of drought thus allowing the collection of harmonised data.
The Interreg ADRIONprogramme has funded the 4Storms project aimed at fostering data sharing and data
interoperability betw een countries so as to improve risk management procedures. The European Forest
Fire Information System (EFFIS) has helped in the assessment of fire danger and in the mapping of burnt
areas at the European scale.

As stressed by the European Environmental QAT AU j %%! qh OAU DHOI OEAET ¢ OA
consistent with wider statistical data, natural capital accounting can provide the fundamental evidence base
OANOEOAA &£ O ET £l O ETC AATTTIEA AT A Al O&ieiniphcdof OAI
such initiatives is therefore remarkable, given the lack of reliable and comparable indicators in several key
areas in the region. Notably, thé\DRIONcountries would benefit from a common management framework

to tackle the increasing floodhng risk or the issue of air and seawater pollution.

Climate change further increases the frequency and severity of extreme natural events, resulting in
biodiversity and economic damages. Promoting adaptation measures, risk prevention, data and informatio
sharing and environmental management is a major goal for the European Union. The rich and varied natural
ecosystems of théADRIONregion require transnational actions at both terrestrial and maritime level. Large
parts of the Adriatic-lonian and BalkarrMediterranean area, as well as in the mountainous part of the Alpine
3PAAAR EAOA ETAAAA AAAT EAAT OEEZEAA AO OEI OODPI 0606
areas has increased across the region, but no specific adaptation strategies hbeen developed to date.
Sociceconomic considerations have further limited interventions in this field- as it is particularly evident

in the fisheries sector.

18 hitps://www.cbd.int/
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1.2.10. ENERGY TRANSITION

The energy transition implies the decarbonisation of the energy sector. Co@hostly domestic lignite)
accounts for over half of the gross electricity production in Bosnia and Herzegovina (75%), Serbia (72%),
North Macedonia (60%) and Montenegro (54%), and for 35% in Greece. Governments across these
countries plan new lignite powe plants to replace the outdated ones, despite coal mining faces increasing
social and environmental challenges related to air pollution and waste disposal.

Additionally, the Adriatic Sea is one of the subegions of the Mediterranean with the highest cocentration

of oil and gas (O&G) activities (Randone, 2016). Most of the extraction activities have occurred in Italian
waters, but over the last five years Greece, Albania, Montenegro and Croatia have held various rounds of
calls for offshore and onshore locks concessions. In 2015 an oil well blast event at the Patbarinza site

in Albania called for closer attention to the pressures of the oil extraction industry.

By contrast, North Macedonia announced a shift towards a leearbon economy in February 202 by
approving a national energy strategy that makes it the first country in the Balkan peninsula to consider a
coal phaseout before 2030. The strategy provides a roadmap and brings opportunities for investments in
renewables. The closure of the Bitoladinite power plant is expected in 204¢°.

In Greece a public consultation in the National strategy for energy is also -going?® and similar
consultations may be expected in the remaining EU countries.

1.2.11. RENEWABLE ENERGY

The Europe 2020 strategy includes a tamg of reaching 20% of gross final energy consumption from
renewable sources by 2020, and at least 27% by 2030 (Directive 2009/28/EC). Renewable energy sources
consist of combustible sources, such as fuels from biomass (biofuels) and municipal waste, ad aglnon
combustible sources, such as hydropower, wind energy, solar energy, wave energy and geothermal energy.
According to Eurostat data, Montenegro (38.8%) and Albania (34.8%) have already overcome the 2030
target in 2018 while Croatia (28%), SloveniaZ1.1%) and Serbia (20.3%) are all above the 2020 target and
North Macedonia (18.1%), Greece (18%) and Italy (17.7%) are slightly below it.

19 https://bankwatch.org/press_release/north -macedoniagovernment-contemplates prompt-coal-exit

20http://www.opengov.gr/minenv/wp-content/uploads/downloads/2019/12/%CE%9C%CE%A350_091219 -public
consultation.pdf
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Inland electricity production in the ADRION region (EUROSTAT, 2017)
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Graph.11. Electricity production
Source: Eurostat (2017), own elaboration

By narrowing down the analysis, it clearly appears that most of thADRIONcountries heavily invest in
hydropower for internal gross energy production. The total hydredependence of Albania gives it an
advantage in decarbonising its electricity sector, butlso makes it highly vulnerable to climate change.

Moreover, the exploitation of water resources in the EU is restricted by the Water Framework Directive
(2000/60/EC) and the Habitats Directive (92/43/EEC), given its negative environmental impact in terrs

of reduction of protected areas, fragmentation of natural landscapes, and losses of biodiversity. Recent
analyses have shown that river ecosystems in the Western Balkans are predominantly in good or very good
condition, with high levels of biodiversity for species and habitats.

To protect the pristine rivers of the Balkan peninsula from the planned construction of about 2,800
EUAOT BT xAO bPI AT 66h OEA .'/ O %0Oi . AOOO AT A 2EOAOQ7A
campaigre! in cooperation with local stakeholders.

Solar and wind energy production are the fastest growing renewables in som&DRIONcountries, although
their incidence is marginal in absolute terms. Specifically, solar energy production has burst out in Croatia
(+3800%), Greece (+2425%), North Macedonia (+2200%) and ltaly (+1178%) while wind energy
production has increased exponentidy in Croatia (+766%) and doubled in Greece (+103%) and lItaly
(+94%) over the past decade. The low level of investment in renewable sources in Slovenia can be explained
by the fact that 40% of its electricity production comes frormuclear fuels 8 4 E A Nuel@aHMbver Plant,
which is co-owned by Slovenian and Croatian statewned companies, has been operational since 1983 and

it is expected to be so until 2043.

21 https://www.balkanrivers.net/en
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Wave energy remain largely undeveloped in theADRIONregion, but it must be noted that ENI, aitalian
multinational oil and gas company, is testing a wave power platform in the Adriatic Sea (PowerBugy
within the MarEnergy project which aims to convert mature offshore platforms into renewable energy
generation hubs.

According to the World Bank (EMAP 2018), the diversification of the energy sector would helADRION
countries develop untapped lowcost indigenous resources and realize the benefits of regional cooperation
by the creation of organized electricity markets.

1.2.12. ENERGY INTENSITY

Energy intensity is defined as the ratio between the Gross Inland Energy Consumption (GIEC) of a country
and its Gross Domestic Product (GDP). The lower the indicator, the higher the decoupling between the GDP
growth and the demand for energy services as a result afmore efficient use of them. Over the last decade
energy consumption has shifted away from energintensive industries to the services and residential
sectors across theADRIONregion, resulting in a steady decrease in energy intensity40%). However, tte
macro-regional energy intensity in 2018 (0.21) is two times higher than the E{28 (0.10). Italy is the best
performing country (0.08), whereas Bosnhia and Herzegovina (0.40) and Serbia (0.35) are the worst
performing23. Such figures are partly explained by significant distribution loss (13%) in the ADRION
region, particularly high in Albania (24%), North Macedonia (18%) and Serbia (15%).

1.2.13. CIRCULAR ECONOMY

A circular economy is one that aims to maintain the value of products, materials and resources forl@sg
as possible by returning them into the product cycle at the end of their use, while minimising the generation
of waste.

The European Commission adopted the circular economy package in 2015. Its impetus has trickled down
to the Member States as of 2L¥ with the presentation of national roadmaps for moving the economy from
extraction and consumption of resourcesl{near economy to regeneration and restoration. A new circular
economy action plan is among the key actions foreseen within the European @neDeal for 2020.

The concept of circular economy has entered most of tilfDRIONregion, either directly by introducing the
concept within the country legislation or indirectly by improving the legal framework on sustainable waste
management EnvNet (2018)Using the approach of the EU Monitoring Framework, the assessment of the
current state is grouped under the following aspects of the circular economy: (1) production and
consumption of waste, (2) municipal waste management, (3) secondary raw materials angt)
competitiveness and innovatiornz4

As regards the overallwaste generation 25 in the ADRIONregion, Italy has the highest level of production
in 2016 with 1,799 kg/per capita, followed by Slovenia (1,457) and Serbia (1,378) whereas Croatia and
North Macedonia have the lowest one with 828 and 336 kg/per capita, respectively. Italy has the highest

22 hitps://www. oceanpowertechnologiescom/index.html
23 Own elaboration from Eurostat data

24 Eurostat, Circular Economy Indicatorshttps://ec.europa.eu/eurostat/web/circular -
economy/indicators/monitoring -framework

25 Eurostat, Generation of waste by waste category. hazardousness and NACE Rev. 2 activity
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share (22%) of waste generation per domestic material consumption, double the regional average, as well
as the highest level of food waste (128 kg/per capita).

In terms of municipal waste produced? (that is waste from households, commerce and trade, and
institutions which is collected and treated by municipalities), Montenegro was the worsperforming in
2018 with 530 kg per capita (+1% compared to 2011) whereablorth Macedonia was the besperforming
with 301 kg per capita (15%). The European Environmental Agency (EEA 2018) reports th&aburists in
Montenegro produce at least two times more waste than citizens.

The macroregional average of municipal waste gemation was 461 kg/per capita, in line with the EU
average (488 kg/per capita). Municipal waste generation in the Italian regions included in thADRION
programme was below the national average in 2018 (479 vs 499 kg/per capita), although relevant internal
disparities can be observed as the value ranges from 354 kg/per capita in Basilicata to 660.46 kg/per capita
in Emilia-Romagna’.

In the ADRIONregion landfilling is still the dominant way in the management of collected waste. Slovenia
stands out as an eseption with 58.85% of recycled municipal wasteeET ¢mpyp8 4EA AT O7 O«
OAAUAI ETC OF AEAOUS | %%! cmpoeqh AT A , EOAI EATAThe AO
recycling rate of municipal waste within the ItalianADRIONregions (58%) is higher than the national value
(49.9%), and ranges from 29.53% in Sicilia to 75.51% in Provincia di Trento. The other countries rank well
below the EU28 average (47%) and, notably, in Bosnia and Herzegovina, North Macedonia and Serb& th
recycling rate tends to zero. The European Environment Agency (EEA) and the ENV.net Project report the
presence of thousands of illegal dumpsites in Albania, Bosnia and Herzegovina, Montenegro, North
Macedonia and Serbia as a consequence, among others@as, of poor waste collection in most rural areas.

26 Eyrostat, Municipal waste by waste management operation

27 |SPRA (2019) https://www.catasto-rifiuti.isprambiente.it/index.php?pg=regione

28 portale Opendata UE (2019)Management of waste excluding major mineral waste, by waste management operatioEurostat
https://data.europa.eu/euodp/it/data/dataset/ EWKgOmPNu9gfbwBPCx1Zg

29 |bidem
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Map 8. Recycling rates

Source: Eurostat (2018), own elaboration

O3AAT T AAOUSG OAx [T AOGAOEAI O Adiluctuded to mdndiaktlirdnew ghad@®. A A
Eurostat classification3o includes five classes, namely: plastic; paper and cardboard; precious metal; iron
and steel; copper, aluminium and nickel. Within théADRIONregion exports of secondary raw materials
exceed the imports, even extensively in Croatia and in Ital3 times more), with the exception of Greece
and Slovenia where the opposite happens. In Bosnia and Herzegovina potential secondary raw materials
are exported to EU countries since there are not operating recycling facilities. Likewise, in Montenegro all
recycled materials are exported abroad despite a few recycling facilities are in place for plastic and paper.
In Serbia, only 0,3% of waste is transformed into secondary raw materials. Waste exports have increased
also in North Macedonia, where there areeacycling facilities for plastic, paper, iron and steel. In Albania
there are 60 recycling companies for glass bottles, paper and cardboard, and steel scrap; the majority of
recycled aluminium cans is exported to neighbouring countries (EEA 2018a). For tk&J member countries

of the ADRIONregion aCircular Material Use Rate (CMU}®L, that measures the share of material recovered
and fed back into the economy in overall material use, is presented. In 2017 the only country above the EU
28 average (11.7%) was kly (17.7%), while the indicator for the other countries ranges from 8.5% in
Slovenia to 2.4% in Greece.

30 Eurostat, Trade in recyclable raw materials by waste

31 Eurostat, Circular material use rate
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In the EU28, almost four million workers (1.69% of active workforce) wereemployed in sectors related
to the circular economy in 2017, a 5% increase empared to 201132, The industrial activities included
range from repair and maintenance of goods (such as vehicles) to environmental serviges

The share of persons employed in th&DRIONregion (1.81%) is slightly above the EU average, and it is
particularly high in Croatia (2.21%), Italy (2.06%), Slovenia (2.06%) and Bosnia and Herzegovina (1.82%)
whilst it is slightly below the EU average in Greece (1.52%) and Serbia (1.21%). Data are not available for
Albania, Montenegro, and North Macedonia.

In 2017 ciOAOI AO AAOEOEOEAO CAT AOAOAA 1T OAO ©Opy AEITETT
I OEAO Al O1 OOEAOh xEEI A ©Op8¢e AEITEIT xAOA ET OAOGOGAA
region. In terms of percentage of GDP, thevastments and the value added in thADRIONregion are in line

with the EU-28 average. Italy (19) and Greece (1) are the only countries in the region whesatents related

to recycling and secondary raw materials were registered.

1.2.14. PARTICIPATION ORDRIONREGIONS TO EU LIFRPGRAMME:
ENVIRONMENTAL TECHNOGIES, NATURE AND@GDIVERSITY

Launched in 1992, theLIFE programme for the Environment and Climate Action is one of the pillars of
EU environmental and climate funding. It has financed over 4,600 projects across the EU and in third
countries, mobilising nearly EUR 10 billion and contributing over EUR 4.3 billion to environment protection
and climate action. LFE has played a significant role in the implementation of major EU environmental
legislation, including the Habitats and Birds Directives.

In the period 2014-2020, among a total of 894 funded projects, 141 involve ItaliaADRIONregions, and a
good participation is also remarked for Greece (58 projects), Slovenia (20) and Croatia (15). No
participation is registered for IPA countries that have been involved in the past programming periods
thanks to a specific strand dedicated to Third Countries.

LIFE Projects implemented 2014-2020

Graph.12. number of LIFE projects implemented in the

ADRION-egions
141

LIFE presents important synergies with the
second priority of EU Cohesion Policy, a
@@OAAT AO  %Kadrigb Asd main

58 objectives the environment protection,
mitigating climate change and supporting
20 e the transition to clean energy by optimising
TALY GREECE SLOVENIA CROATIA energy efficiency and increasing the share

of renewable energy. The LIFE programme
is among the EU funding programmes for which the Commission has proposed the largest proportional
increase for the period 20212027. Raising the level of ambition for climate financing, the Commission has

32 Eurostat, Private investments, jobs and gross value added related to circular economy sectors
https://ec.europa.eu/eurostat/tgm/refieshTableAction.do?tab=table&plugin=1&pcode=cei _cie010&language=en

33 Full list available here:
https://ec.europa.eu/eurostat/documents/8105938/846506 2/cei_cie010_esmsip_NACEodes.pdf
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also proposed that at least 25% of EU expenditure across all EU programmes should contribute to climate
objectives; in addition to its own direct achieements, LIFE programme will act as a catalyst for other funds.

The main elements of the new LIFE programme include:

32

Support for the transition to acircular economy and enhancedclimate change mitigation : the
Programme will focus on protecting the environnent and mitigating climate change; this will be one
of the tools enabling the EU to meet its climate goals and seek to become climageitral by 2050.
Actions will support the full transition to a circular economy, protecting and improving the quality
of the EU's air and water, implementing EU's 2030 energy and climate policy framework and
meeting the Union's commitments under the Paris Agreement on Climate Change;

a new specific subprogramme will stimulate investment and support activities focused on enagy
efficiency and renewable energy, especially towards sectors and European regions lagging behind
in the transition towards clean energy ;

an increased focus omature and biodiversity : a traditional strand of the LIFE programme, the
OPAAEEEA ODOAA CAGIEAAAODSG A1 O All -Ai AAO 30A0/
biodiversity policy objectives into other policies and financing programmes, such as agriculture and

rural development, ensuring a more coherent approach across sectors.
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1.3. Policy objective 3 More Connected Europe
1.3.1. MOBILITY AND TRANSHO

1.3.2. MARITIME TRANSPORT

Over 730 million tonnes ofgoods were carried by sea in 2018 in theADRIONregion, accounting for 18% of
the total handled in the European Union, while almost 200 millioppassengers moved, that is over 40% of
the total registered in the EU. Notably, maritime tourism is steadily growing in the region, mostly driven by
the cruise sector (+7% in 2018 compared to 2017) (Adriatic Sea Forum, 2019). The portfifaeus (Attiki)

is the major onein the region both in terms of freight and of traffic of passengers, according to the latest
available data. The port has been controlled by the governmepnivned shipping and logistics Chinese giant
COSCO (China Ocean Shipping Company) since 2816.
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Map 9. Commercial ports in thADRIONarea.

Source: SHAPE project

34 See below the paragraph devoted to the topic of Chinese investments.
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There are 352 recorded ports only in the Adriatic Sea basi#, commercial activities concentrate in the
Northern Adriatic whereas the Southern ports dominate Roll O#fRoll Off (RoRo) transport. A similar
geolocalisation and analysis is not possible as regards the lonian ports.

Short Sea Shipping (SSS) concerns the maritime transport of goods within a sea basin. Over 350 million
tonnes were transported from the mainADRIONports within the Mediterranean in 2018, a 6% increase
compared to 2008 (Eurostat, 2018)ltaly is the major short sea shipping country in the region in 2018,
accounting for over 70% of the total tonnage.

The Supair project involves seven port authorities ofhe ADRIONregion, namely: Venezia, Trieste, Koper,

Bar, Durrés and Thessaloniki. In March 2020 each of them delivered an Action Plan for Sustainable and Low
Carbon Ports. A number oknergy sustainability projects are being carried out in the Adriatielonian
region, but there is substantial room for improvement. None of the concerned ports has, for instance, put in
place on-shore power supply (OPS) for vessels in berth, a technology which is deemed to result in
substantial environmental gains but requiresAT T OEAAOAAT A ET OAOOI AT 0O | AAOD
installation).

The Port of Trieste adopted agreen procurement " initiative in order to introduce environmental criteria

in the purchasing policies of goods and services.

A4EA 300P1 OO0 0322380) POT EAAO EAO AAAT OAA Kiobtia Crosd B D O
Border Programme involving five port authorities in Italy (Bari, Ravenna, Venezia, Ancona e Trieste) and

five in Croatia (Split, Dubrovnik, Zadar, Ploce e Rijeka). The projectha A AOACAO 1T £ AAT 0O
duration of 34 months. The main goal of Susport is to improve the environmental performance and energy
efficiency of the Adriatic ports involved by implementing pilot activities in several sectors, such as noise
reduction, air quality, and CQ@emissionss.

Traffic density
|
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0 2 500km

Map 11. Density of Marine Traffic in the Adriationian-Aegean region

Source: Marine Traffic, 2017

35 http://data.adriplan.eu/layers/geonode%3Aports_harbor

36 https://www.porto.trieste.ittwp -content/uploads/2020/05/202005_SUSPORT.pdf
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4EA O-101 OxAUO T &£# OEA 3AA6 j-13q AiT1AAPO xAO EI O
alternative to overstretched land transport, aimed at making full use of maritime transport resources as

well as inland waterways in the logistics chain. ThADRIONregion is involved in the development of the
Motorway of the Sea of Souttitast Europe, connecting the Adriatic Sea to the lonian Sea and the Eastern
Mediterranean. This concept seems to badly suit thADRIONgeography given the elevated number of
scatered islands which cannot be linked by a single corridor (Caralampo Focas, 2004).

At leastseven bottlenecks can hinder the development of MoS in WB countries, namely: i) inadequate port

infrastructure to support intermodality; ii) problematic port -hintAO1 AT A AT 1T AAQET T ON
railway infrastructure; iv)over-ACAA OAOOAT KAAO OEEDPDPEI CN O6Qq 1T AAE |
vi) absence of largetrand AOET T Al 11 CEOOEA 1 PAOAOI 06N OEEQ 1 AAE

However, difefOAT O OOOAEAO AT A POI EAAOO xAOA AAOOEAA 100
01l ATd EAAT OEEAEAA £l OXKopéd @aeE [(Igddhknitsp)G P&ida A (Karidti»4);
Igoumenitsa- Ancona- Koper; and Venezia Koper - Ploce.

1.3.3. ROA TRANSPORTATION ANBAFETY

When it comes to road transportation and its underlying variables, the picture is quite patchy. Most of the
data is not harmonized and some variables are measured for some regions whilst not for others. It is not an
easy task toglimpse any trend in this domain, yet it is possible to show some key differences across the
ADRIONregion.

Taking into consideration the number of vehicle¥, data shows that Attiki is the region with the highest
density of motorized vehicles: almost 84,00 every 100,000 inhabitants. Yet, Attiki is an exception among
the Greek regions while in Italy the number of vehicles is high from North to South, with the notable
exception of Trentino-Alto Adige where the number is slightly above 10,000 every 100,00@habitants -
the smallest in theADRIONregion.

37 https://appsso.eurostat.ec.europa.eu/nui/show.do?dataset=tran_r_vehst&lang=en
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Number of vehicles per 100.000 inhabitants
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Source: original elaboration of Eurostat data.

The differences in motorised vehicles is somehow representative of the share of traveade through buses.
Italy (data is only available at the national levé®), has the lowest share of buses in total passenger transport
and the highest car density. Greece is the country with the highest share of bus travel and, as said before,
exceptions male for Attiki, has generally lower density of cars across its regions.

38https://ec.europa.eu/eurostat/tgm/table.do?tab=table&init=1&language=en&pcode=sdg_09_50&plugin=1
https://publikacije.stat.gov.rs/G2020/Pdf/G202010 50.pdf;

https://www.monstat.org/userfiles/file/PUBLIKACIJA -
%20GODISNJA%20STATISTIKA%20SAOBRACAJA%20201820(002)(1).pdf;https://bihamk.ba/bs/vijesti/informacija _-o-sacbracajnim

nezgodamanijihovim -uzrocima-i-posljedicamau-bih-u-2018-god/41 3
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Share of transport by bus
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Graph.13. Share of bus transport

Source: original elaboration of Eurostat data

These numbers, anyway, do not represent the important measurement of deadlycients.

Road accidents fatalities per million inhabitants
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As it appears seHevident from the date®, when it comes to road safety Greece isdding a worrying rank.
Some Greek regions have figures of deaths per million inhabitants due to car accidents that are 2 times
higher than the other regions. Besides, also Jadranska Hrvatska and Emlamagna are above the 79
deaths per million averagéo.

These differences may be reduced with policy actions aimed at reducing casualties. Namely, reducing the
tolerated blood alcohol level is positively correlated with a reduction of road deaths. Another measure that
can be undertaken is placing speed cameragiven that drivers are more diligent in complying with the
Highway Code if they fear repercussions.

1.3.4. RAILWAYS

When comparing railway systems and accessibility to trains, it is evident how there are large discrepancies
among theADRIONcountries. Italianregions, for instance, have similar figures in that concern theumber

of train stations per 100,000 inhabitants. In the other countries with available data, instead, there are
major differences. Kontinentalna Hrvatska, for instance, is better served than the Adriatic part of the
country. The same comes for Eastern or Western Slovenia. WhikeGreece there are regions that do not
have access to the railway system at &l

39https://ec.europa.eu/eurostat/statisticexplained/index.php?title=Archive: Transport_accident_statistics&oldid=54178
https://publikacije.stat.qov.rs/G2020/Pdf/G20201050.pHftps://www.monstat.org/userfiles/file/PUBLIKACHA
%20GODISNJA%20STATISTIKA%20SAOBRACAJACHPEZT082)(1). petfttps://bihamk.ba/bs/vijesti/informacijao-saobracajnirmezgodama
njihovimruzrocimai-posljiedicamau-bih-u-2018god/413

40 hitps://www.europeandatajournalism.eu/eng/News/Datsews/Roaddeathsin-the-EUare-still-way-off-target

41 https://lwww.europeandatajournalism.eu/eng/Investigations/DdrMissthe-Train
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Map 12. Number of train stations per 100K inhabitants

Source: EDJNet original data

The scarce level of infrastructure is also visible considering thehare of people who used the train in 2018:
almost 1.5% in Italy, 0.5% circa in Croatia and Slovenia and just 0.15% in Gre®ce

According to Eurostat, Greece is one of the few EU member states where tloenber of passengers has
been decreasing in the lastlecade, along with Bulgaria, Croatia and Sloven{&tamatoukou2020). The
country with the worst record being Croatia that lostm of its train passengers in a decaal As for the
candidate countries, only North Macedonia made data available and here as well we have a radical reduction
of the number of passengers3

But the worst situation is that of Albania where the rail transport has been falling dramatically in recg

years, with a share in the transport sector of no more than 1%. The country has a total of 334 km of

I DAOAGEIT OAEI 1 ETAOR AOO OEA OAEI OAAOI 060 PAOAEN
than road transport outside the city centes.

Volumes in million passengers per km have decreased by 63% from 2014 to 2018, while the transported
freight is half of what it was in 2014, though it has doubled compared to its lowest level in 2016 (9 million

ton per km). Though the intention of the govenment is to have an operational system and open the rail
market in the TENT corridors, acting as transit for North Macedonia the sector is lagging behind. Currently

42 Eyrostat,http://appsso.eurostat.ec.europa.eu/nui/show.do?dataset=rail_pa_typepas

43 Eurostat,http://appsso.eurostat.ec.europa.eu/nui/show.do?dataset=rail_pa_typepas
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the progress is limited to the preparation of the legal database, the opening of the joiatilway station of
Tuzi (Montenegro), and the preparation of feasibility studies for internal routes.

Tirana does not have to date a central station and there are intentions to build a light rail line from the city
centre to the airport, but practical seps have not been yet undertaken by the authorities. There are not
enough measures aimed at ensuring that the railways are made safe through improved signalling and the
removal of unauthorized crossings.

Variation in domestic train passenger volume, 2009-2018
Volume is measured in millions of passenger-kilometers per year o . . .
Graph. 14. Variation in domestic train

passenger volume, 2002018

40.00%

oo Yet not every service is the same.
As an EDJNet investigation showed
oo (EDJNet 2020), there are wide
differences among states when it
oo comes to affordability of train
tickets. In Italy and Slovenia, for
o instance, arindividual can travel at
least twice as much as a Croatian or
eoom Greece Spain Croata taty Portugal Romania Slovena Greek citizen for the same share of
COUNTRY purchasing power (here 1% of

average monthly salary).
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On top of that, an analysis on
selected routes showed how,
especially for Croatia, short routes
are more expensive, and sensibly
slower, than moving by caf4, de

facto discouraging citizens from

more environmentally friendly

means of transportation.

Member States national markets
are too small to attract investors and there are many border crossing points in a rather small area.
Improving the railway network and simplifying border crossing (Schengen and no#schengen countries) is
important and can only be ackled at regional level.

In terms of accidents, the Greek railway system is the most affected. According to the most recent data
available, Greece ranks first in the EU with regards to the number of deaths from rail accidents in proportion
to the kilometres travelled by trains in the country during that year. Greece takes the lead with about 25

44 https://www.europeandatajournalism.efeng/News/Datanews/Thesesixgraphsshowhow-affordableand-fast-
trainsiin-Europeare
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victims per year. Problems are mainly caused by unsafe level crossings, poor infrastructure and traffic
management systems, and understaffed companies.

According i OEA AAOA R&I®dy iSafetpan! tiieCEU-CBafety Overview 2016 h OEAOA A
Ol bOi OAABOAA | OPAOOEOGASGQq 1 AOATI AOI OOET CO PAO pnm |
While the primary cause for derailments is the poor state of the infrastructure as well asraffic
mismanagement

The sole provider of passenger and freight rail services in Greece is TrainOSE, which was stateed until
2017, when it was acquired by the Italian railway company Ferrovie dello Stato Italiane (FSI). Despite the
considerable amounts of money spent on $aty and the small, evesshrinking size of its network, the
network in Greece suffers from structural issues and requires decisive interventions (Stathatos and
Morfonios, 2019).

1.3.5. AIRPORTS

Airports are a key infrastructural and strategic asset. Within theADRIONregion there are some stark
disparities. Italy (considering only the Italian regions that are part ofADRION and Greece, for instance,
have many airports scattered across the country with important volumes of passengers. These flows are
important and comprise a large part of the flows of tourists who reach Italy and Greece by international
flights.

On the other hand, the other countries in the region are not that developed when it comes to airports.
Slovenia and North Macedonia are poorly served angresent reliable data only for the airport of their
capital city. For the other countries of the region, instead, there is a lack of available data for the volume of
passengers. For instance, in Albania only the Airport of Tirana is fully functional anghilst the project for
building a new airport in Vlore has already been discussed, for a country that wants to invest in its touristic
attractiveness, having just one airport, hence few and more expensive flights, is a limitation.

Country Passengers in 2019 Airports Population Passengers/Population
Greece 53.78 millions 39 10.72 millions 5.01
Croatia 11.35 millions 1 4,08 millions 278
Italy (Ardion regions) 89.17 millions 36 37.28 millions 239
North Macedonia 2.67 millions 2 2.08 millions 1.28

Slovenia 1.72 millions 1 2.08 millions 0.83

Table3. Main data on air traffic

For Bosnia, Serbia and Montenegro the situation is similar: there is no harmonized data as for the other
countries but, generally speaking, the main airport is the one serving their capital city and smaller ones,
when there, are not ready to serve high numbers of passengers.
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1.3.6. MULTIMODAL TRANSPORT

Multimodality or combined transport refers to the use of different means on the same journey, applying to
both passenger and freight transport. Thdack of a reliable rail system in most of the ADRIONregion
hinders the creation of a wellfunctioning transport infrastructure. Multimodal transport is particularly
limited, curbing the potential exchange of goods both from the coast to the hinterland and vigersa.

A few major portsin the ADRIONregion seem to buck the negative trend. The port of Trieste in Italy has a
leading position at national level in terms of modal share of rail freighttransport and aims to fully integrate
its whole logistic supply chain at local and regionalevel in the global multimodal logistics network. The
port of Bar, in Montenegro, is integrated with the Belgraddar railway and road traffic network, making it
an important link of the intermodal transport chain (Schmidt 2019). Thanks to the Chinese imgtments4s
the Port of Piraeus is also planning to develop multimodality. Lastly, the port of Durrés is the first
multimodal terminal now operational in Albania. The country aims to strengthen four other ports along the
coast, from north to south. Feasibity studies for two intermodal logistics centres have been undertaken.
However, implementation seems to be on a slow path and it is not supported by investments in the rail
system.

Within the framework of the Trans-European Transport network (TENT), seweral initiatives contributed

to the integration of the WB in the European mobility space. The Soutfast Europe Transport Observatory
(SEETO) was launched in 2004 and in 2009 the Wesh Balkans Investment Framework (WBIF) which
combines funds from Councibf Europe Development Bank (CEB), the European Bank for Reconstruction
and Development (EBRD), the European Investment Bank (EIB), the Kreditanstalt fir Wiederaufbau (Kfw)
and the World Bank as well as bilateral donors.

The extension of the TENTI to the WB has entailed investments in the railway system in Serbia and North
Macedonia for the Orient/EastMed Corridor*¢ as well as in the road system in Bosnia and Herzegovina for
the Mediterranean Corridor. The Transport Community#? is of importance to connectthe WB to the EU
Single Transport Area, but greater commitment from national authorities is needednd it is contained in
the 2017 community treaty on transport

xEAT OEA " AOIET DOl AAOOh A AEDPITi AOEA ET EOEAOEOA
put a renewed emphasis on building transport and energy infrastructure to better connect it to the EU. Since
2015 it has given a strategic famework for combining the main EU financial instruments with the need to

improve and reform the transport connections sector all over the regior

In each regional annual meetings, connectivity has been at the centre of any political decision as has been
confirmed by the Western Balkans Strategy of the European Commission of February 2018 as well as in the
last Zagreb Summit (May, 2020) where has been affirmed that future initiatives in the region should focus
i1 OOOO0AT COEAT ET C Al dndioAsA @nbspoit,Oetlergf Tdigitd brid pebpit® peoblé, i
ET Al OAET ¢ O1 OOEOI AT A AOI OO0OAo6s8

From an investment perspective, according to the European Investment Bank (2018), over the past years
(2009-2017), the transport sector in the Western Balkan economies has received considerable investment,
estimated at EUR 12.2 billion by SEETO and moreeigpected for the next years. Road (EUR 9.9 billion) and

45 See the paragraph on Chinese investment below.

46 https://ec.europa.eu/transpor t/themes/infrastructure/orient -eastmed_en

47https://ec.europa.eu/transport/themes/international/enlargement/western  -balkans/transport -
community_en

48 hitps://ec.europa.eu/transport/modes/rail/ertms/corridors/mediterraneagorridor_en
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rail (EUR1.8 billion) account for the bulk of that effort. The financing sources were mostly the national
budgets as well as loans and grants from International Financial Institutions.

At date, 55 nfrastructure projects have started and partially implementedz 23 of which focus on road
infrastructure and 22 out of 55 concentrate on railway projects. For those initiatives, the EU has dedicated
a EUR 1 billion grant to facilitate and address the extsive infrastructure needs of the Western Balkans.
According to the last data, the WBIF has mobilized a total of EUR 9.4 billion of investments, EUR 0.82 billion
grant that have been already awarded and EUR 3.3 billion of lon

Despite the technical andihancial support from the EU and other international donors, the absorption
capacity in each WBcountry in the field remains limited and the requirements of the EU acquis are still
beyond local administrative capacity (Madhi 2018).

1.3.6.1. Internal areas and toursm

In the ADRIONTterritory, the internal areas are potentially interested by tourism-related development
actions, and these are fang a double bottleneck by the point of view of connectivity. This is true both as far
as the broadband distribution is missing thus hampering the Internet canectivity, and in that concerns the
last-mile public transport service.Distances from the main hubs or from the major railways / motorways /
seaports are often important and they miss an appropriate multimodal approach ttransport, such as
common ticketing, synchronisation of services, specific holiday timetable etc.

1.3.7. THE IMPACT OF CHINESNVESTMENTS

4EA #EET AOA OOOAOACU & O AT i i AOAEAI CcOiT xOE T AI AA
routes and hubs but also builds new infrastructure. Officially launched by President Xi Jinping in 2013, the

BRI aims to connect the major Eurasian economies.

SouthvA OO %OOi PA OAPOAOGAT OO EOO 1T AOOOAI CAOAxAU OfI
Europeanambitions through the construction of roads, investments in ports, power grids or railways.

In these last years, China's infrastructure investments were mainly focused in Greece and Serbia. In Greece,
China controls the strategic port of Piraeusthrough by the governmentowned shipping and logistics giant
COSCO (China Ocean Shipping Compangince 2016, when the company acquired 51 percent of Piraeus

01 OO0 ' OOEIT OEOU &I O Ocyn8u [T EITEITh OOOTEIC &uér ET (
Canal to and from Europe (Martino 2017).

In November 2019, during an official visit by Chinese President Xi Jinping to Athina, China and Greece
agreed to push ahead with a 600 million euros investment by COSCO, with the goal of turning the port of
Piraeus into a major cruise hub and transhipment logistics centre for travel and trade between Asia and
south-eastern Europe, potentially the biggest in Europe.

In February 2020, an expansion project of the port's cruise terminal was launched, aimed to tmat
accommodate "new generation" cruise ships of over 280 meters long and significantly increase the number
of tourists reaching Piraeus every year (Xinhua 2020). In the meantime, apart from the initial maritime
focus, Chinese investments in Greece havepaxded to other sectors, most prominently tourism, retail and
energy.

China is increasingly active in modernising the infrastructural network in the Western Balkans, especially
in Serbia, but also in Montenegro, Bosnia and Herzegovina and North Macedowiih the aim of connecting
the port of Piraeus to the heart of Europe.

49 https://lwww.wbif.eu/sectors/transport
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Currently, the main active project is the modernization of the BeograBudapest railway, financed for 85
percent (EUR 2.2 billion) by China Expoftmport Bank. In Serbia, several Chigse companies are also
involved in building sections of the highways part of the Pafuropean Corridors X and the sealled
Corridor XI that connects Serbia with Montenegro (Martino 2018). In North Macedonia, the two highways,
the Miladinovic-Shtip and the KichevazOhrid (EUR 520 million) are being implemented by Sinohydro
Corporation, while the Peljesac bridge in Croatia, connecting the Croatian mainland to the Dubrovnik
OAT Al AGA6h EO AAET ¢ AGEI O AU A Ai1O1 O@REL). 1 AA AU
In Albania, up to 2015 the value of Chinese investments was up to 87 million&nd increased significantly

in 2016 to reach a value around EUR 700 million (Embassy of the PR of China, 20B¥)the end of 2018,
OEA ET OAOOI AT O08URGAN ndillbn. Majod profedtd idziide the management of Tirana
International Airport, Bankers Petroleum, etc. There has also been an increase in Chinese tourists (17,000
in 2018, or 60% more than in the previous year) (Embassy of the PR of China, 2019).

#EET AOA OET OAOOI A1 66 ET OEA OAcCEIT 1T £ZOAT OAEAOO
financing that needs to be paid back, with interest: there is a serious risk that, in the medium and long term,
Chinese loans might overwhelm the Westa Balkan economies, especially the smaller ones (Zeneli 2020).

1.3.8. ENERGY NETWORKS

Connecting the energy networks for the electricity and natural gas distribution is a crucial theme, both
improving the efficiency in energy use and moving towards a stronger iagration of economies, beyond
borders.

Electricity will have an increasing role and share in all the national energy systems through the Adriatic
lonian Region as one of the drivers in the energy transition towards a lowarbon economy It is in the
interest of all EUSAIR Member States to interconnect their power grids, as a means to optimise the
deployment of low-carbon power generation, to maintain grid stability and security while expanding the
use of intermittent and diversified power sources. Electriity storage, digitalisation of the power grid and
smart grids will offer further opportunities for reducing costs and improving the service

The issue is peculiarly focused by EUSAIR flagships initiatives (Pillar,2jargeting larger money
investments, beynd the direct reach of an ETC programme, whose task would be study the local territorial
and social impact of such infrastructures.
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TERRITORIAL ANALYSIS

1.4. Policy objective 4 More Social Europe

1.4.1. SOCIGECONOMIC DISFATY AND SOCIAL RISK

The ADRIONregion faces a number of challenges in the social realm. It is a region of deep economic
disparities. TheADRIONregion shows acute internal differences in terms of economic prosperity. Looking
at the internal disadvantaged areas, one may find there iggaeat difference between the mountainous areas

of Albania and those of Lombardia or TrentineAlto Adige in Italy, and these differences are significantly

larger than those existing between Tirana and Milano or Trento. But the differences among tA®RION
regions are also wide when it comes to socioeconomic variables.

Unemployment for instance is due to great variations within theADRIONregion: from the 4.5% of Trentino
Alto Adige to the alarmingly high 27% of Dytiki Makedonia, in Greece, a country thatfiers from diffused
unemployment in all of its regions.

These differences does not seem influenced by being or not a Member State of the European Union: as we
can see, Italian regions have stark differences from North to South, to the extent that Calalamal Sicily, for
instance, have unemployment levels similar to those of Bosnia and Herzegovina, and higher than Albania,
Serbia, and Montenegro.

Unemployment rate in 2018
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Map 13. Unemployment rates

Source: original elaboration of Eurostat data
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In this situation, for many people, the reliance on the welfare state is crucial. Yet, in the aftermath of the
2008 economic crisis, not every country in the region raised itsocial spending and, among the ones who
did that, the increase has been limitedltaly leads as the country that raised its GDP share in social
expenditure, whilst Greece has the second highest share of GDP allocated for welfare.

Total share of GDP spent in social protection in 2017 and relative change
Relative change as the difference between 2018 and 2008 (or oldest available data)

Italy

Greece

Slovenia

Croatia

Serbia

Bosnia and Herzegovina
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0.3

-5% 0% 5% 10% 15% 20% 25% 30%
BB Share of GDP B Change

|

Graph.16. Share of GDP allocated to social protection
Source: original elabation of Eurostat data

Apparently, Albania, notincluded in the Eurostat dataset, is the country that spends less in social protection:
9.17% of its GPD in 2018 (Monitor.al, 2018).

Yet the share of GDP spent for social security may be misleading, especially if the nominal GDP has relevant
fluctuations. Taking for instance the Greek example, even considering that the country spends a quarter of
its GDP in social expenditure, it mustéconsidered how much the GDP has changed in the last few years, in
the economic crisis' aftermath.
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Map 14. GDP per capita changes
Source: original elaboration of Eurostat d#ta

In light of this, it is by no surprise that the numler of persons at risk of poverty or social exclusion in Greece
rose from the 28.1% of 2008 to the 31.8% of 2018 (a variation of almost +12%), an extraordinarily increase

if we consider that the only other country (according to the available data, Albaniand Bosnia and
Herzegovina are missing) who saw its share of people at risk of poverty increase, besides Greece, has been
Italy - but with a relative change of 4.5% for the same period.

Generally speaking, in 2018, 21.9% of the population of the EU wagiak of poverty or social exclusion

In North Macedonia the percentage was 41.1; in Greece 31.8; Serbia 34.3; in Italy 27.3; in Croatia 24.8; in
Slovenia 16.21

&ET Al T Uh EO EO x1 OOE 1TTEEITC AO OEA c¢mpuy /ity@eeRNi 80
Index, that ranks countries based on what their governments are doing to tackle the gap between rich and
poor.52 The index combines three elements: social spending, progressive taxation policies and labour rights.

In this field the highestinequali ty rate is that of Serbia that ranked 78, at global level and Albania 66

while Slovenia 12h; Croatia and Italy 168'; Greece 3%.

50 Eurostat https://ec.europa.eu/euostat/databrowser/view/tgs00005/default/table ?lang=en
51 https://ec.europa.eu/eurostat/databrowser/view/t2020 50/default/table?lang=en

52 http://www.inequalityindex.com/ The previous year Albania scored 149th showing the limited reliability of data
from some countrie$ittps://exit.al/en/2017/08/07/oxfam-albaniaone-of-the-mostunequatcountriesin-the-world/.
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1.4.2. DEMOGRAPHIC TRENO3EMOGRAPHIOECLINE AND EMIGRADN

The demographic trends show an ageing population in a context where consistent emigration flows are
associated with immigration. There is an actuatlemographic decline in most ADRIONcountries, either
because of low fertility rates or because of depopulatn that is being widely discussed. Fertility rates are
especially low in the Italian and Greek regions, with 1.4 children per woman on average (Eurostat 2020).
Except for the regions in Northern Italy, all the other ItalianADRIONregions are among those \th the
lowest fertility rates in Europe, with Basilicata performing particularly bad. The other regions or countries
in the area for which there is data result below the EU average when it comes at fertility rate, except for
Vzhodna Slovenija and Monteneg.

The demographic situation of theADRIONregion is worrying especially if considering noREU countries.
Generally speaking, the median age has grown by 20% since 2000 for every country, except for Albania,
that saw its median age rise by 35% in two deales. Yet this growth, if accompanied by significant
population decline as in Albania, Bosnia and Herzegovina, Croatia, and Serbia, signals that in all probability
the younger generations are migrating from their countries of origin looking for a better fe abroad.

Population and median age relative change in the Adrion region
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Graph.17. Population and median agaph. 17. Population and median age
Source: original elaboration of World Bank ddta

This could lead to unsustainable welfare, where there won't be enough people in working agkerefore
taxpayers, to sustain the costs of the State.

Yet there are at least two different factors that have to be taken into consideration when trying to explain
the effects of emigration. First of all, for how high emigration numbers may jeopardize thabour market
and create an unwieldy situation for policy makers, it has some beneficial outcome when it comes to the
economy.

In countries with lower purchasing power, that have a generally weaker currency compared to rich
countries, the sums of money tht are sent home by emigrants make up for relevant GDP shares. This is

53 https://data.worldbank.org/indicator/sp.pop.totl and https://data.worldbank.org/indicator/sp.pop.1564.to.zs
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evident in countries such as Albania, Bosnia, and Montenegro in which 10% if not more of the GDP comes
from remittances. It is by no coincidence in fact that Albania instituted a deditad ministry for the diaspora.

Percentage of GDP from remittances
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Graph.18. GDP originated by remittances
Source: original elaboration of World Bank ddta

Also, far from being only international, emigration is also intranational. As the dat& show, there are
differences among the suknational administrative areas when referring to net immigration or emigration.
Countries like Albania and Serbia, for instance, have a clear loss of population in rural areas and see their
capital cities and the sirroundings growing due to positive net migration. In Italy as well this phenomenon
can be seen by the stark differences between southern regions (that are losing people) and northern ones
(that welcome new workforce).

54 World Bankhttps://data.worldbank.org/indicator/BX.RF.PWKR.CD.DT
55 https://ec.europa.eu/eurostat/databrowser/view/tgs00099/default/table?lang=en
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Map 15. Net percentage of migration

Source: Eurostat, own elaboratith

According to the latest Eurostat report on this matte¥”, most of theADRIONcountries have neutral balances
of migration when consideringskilled labour : they tend to lose some workers but also gaiothers from
third countries. The only notable exception is Croatia, which has witnessed high numbers of emigration
within its skilled labour and is in a shortage of workers in its labour market (Rolandi, 2019).

1.4.3. IMMIGRATION ON THEA_KAN ROUTE

The ADRIONregion experiences a high emigration rate but is also interested by geopolitical turmoil in other
regions that generate immigration waves. Two main migration routes in the Mediterranean directly involve
the ADRIONregion: the Central Mediterranean and thd&alkans route.

The latter reached its peak in 2015 with the major influx of one million people crossing the Balkan peninsula
on foot in a few weeks. The EJurkey deal (EU Council, 2016) according to which Turkey agreed to host
asylum seekers coming fra the middle East in exchange for financial assistance from the Elimited the
flows from 2016 onwards. Yet over time the people that reached the Balkan route have been increasing,
according to IOM data. In 2020, the new developments in the Syrian cooflientailed a new population
movement in the region and migratory pressure in the direction of the EU (Reuters 2020).

56 Eurostat, https://ec.europa.eu/eurostat/cache/metadata/en/demo_r_gind3_esms.htm
57 Eurostat, 2018, Study on the movement of skilled labour
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Map 16. Number of registered irregular migrants
Source: ION®

On the Balkan route asylum seekers generally confi®m the Middle East, and Central and Eastern Asia. But
lately many African and NorthAfrican migrants are opting for the Balkan Route instead of the Central
Mediterranean that has become more dangerous from 2017 onwards (Frontex, 2019).

The Balkan route epeatedly changed shape but in early 2020, the main corridor through which migrants
reach Europe goes from Turkey to Croatia, passing through Greece, North Macedonia, Serbia, and Bosnia
and Herzegovina.

Greece, that is one of the entry points in the EUas been facing migrant waves since the early 2000s
(Deutsche Welle, 2019), but it is still unable to host asylum seekers in inadequate facilities and process their
requests in due time Stamatoukou 2019; 2019a).

At the moment the Bosniart OT AOEAT AT OAAO AOI OT A OEA Oi x1 1T &£ "
several violations of asylum seekers human rights (inadequate conditions in the camps as well as police
violence) took place and the case was repeatedly examined by EU institutions.

S8 https://dtm.iom.int/reports/dtm -mediterraneanr%E2%80%9&estern-balkansoverview2019
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The situation for asylum seekers in the WB is generally problematic as the countries in the region are seen
as transit countries by migrants but are actually being transformed into h&ting countries due to the sealing
of EU borders.

All over the WB public administration (local as well as regional levels) and the civil society/NGOs showed
significant resilience in front of the migration challenge. But to face this geopolitical issude region should
advocate a parEU response to allow the countries involved to respond in compliance with EU norms.

1.44. SOCIAL RIGHTS IN THRABOUR MARKET

The European Pillar of Social Rights, signed in November 2017, builds upon 20 key principles structured
around three categories: equal opportunities and access to the labour market, fair working conditions and
social protection and inclusion. (EU Commission, 2017). The implementation of the European Pillar is
supported by a Social Scoreboard to track trendsd performances.

The Social Scoreboard allows to detect key employment and social problems and to assess convergence or
divergence patterns across Member States.

1.4.5. EQUAL OPPORTUNITIEEND ACCESS TO THER@AQUR MARKET
7A AT 1 OEAAOAA EEOGE AGE ATGwNMGPMA GO BITOMEHAE | AAT OO0 1 A
and acquisition of skills plays an important role. As noted in the Joint Employment Report 2019, the EU has

almost reached the target on early school leaving rate of 10% However, large differences persist across
and within Member States (European Commission 2019j).

Early leavers from education and training denotes the percentage of the population aged-28 having
attained, at most, lower secondary education and not beg involved in further education or training. What
emerges from the data referring to theADRIONregion is thelong-lasting positive legacy of socialist regimes
whereby postYugoslav countries maintain a low level of school abandonment as compared to Italthe
analysis shows that Croatia has the lowest percentage of leavers aged2dBfrom education and training
(3.3%), while Albania is the worst performing country (17.4%). Sicily has notably the highest percentage of
early leavers in theADRIONregion (22.1%). (Data for Bosnia and Herzegovina refer to 2017).

59 Lowering the percentage of early school leavers under 10% is a key target of the Europe 2020 Strategy, in order
to pursue a smart, sustainable and inclusive growth.
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Map 17. Percentage of early leavers from school

Source: Eurostat, InStat and Ministry of Civil Affairs of Bosnia and Herzegovina, own elaboration

The figures for the tertiary education attainment show a considerable gender gap in the percentage of
graduates. In every unit considered in theADRIONregion, the percentage of women aged 384 with
tertiary education is higher than the percentage of men.
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Map 18. Percentage of women in tertiary education

Source: Eurostat and the Agency for Statistics of BiH, own elaboration
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Map 19. Percentages of men in tertiary education
Source: Eurostat and the Agency 8iatistics of BiH, own elaboration

Although the level of education suggests the opposite, the gender employment gagmains an important
issue in the region.

Slovenia and Croatia were the only countries performing above the EU average in 2018. The dituais
defined as critical for Italy and Greece (European Commission 2019j). As for Bosnia and Herzegovina, the
employment rate stands at 44.1% for men, while for women it is at 25% (Agency for Statistics of Bosnia and
Herzegovina 2020), which brings theemployment gap at 19.1%. Looking at the Italian regions, the data
provided by ISTAT allow us to make a comparison between the employment rate of women and men. The
worst performing region is Puglia with a gender employment gap of 28.1%, while the best perfner in the
country is Provincia di Bolzano (11.9%).

60 The gender employment gap records the difference between the employment rates of men amdmen aged 20
to 64.
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Map 20. Gender employment gap

Source: Eurostat, Istat and the Agency for Statistics of BiH, own elaboration

1.4.6. DYNAMIC LABOUR MARKBE AND FAIR WORKINGONDITIONS

The unemployment rate in the EU is back to its prerisis level. According to the Joint Employment Report
¢mpwh 11T AT 61 OOU OAT OAO AOEOEAAI 11 OEEO ET AEAAOI
xEEIT A )OAIT U EO AT 1 OEAAOAA OOI tremdir® Aighang&ome Membed Stddds, U
notably in Italy and Greece. Youth unemployment has negative consequences for social cohesion, but also
for the individuals concerned, as it leads to the depreciation of skills and a higher risk of poverty. The
dynamic of youth unemployment is mirrored in the trend of the educational attainment of youth. Low
achievers in basic skills are more at risk of unemployment and social exclusion. Moreover, young people are
more often employed under precarious types of contractdn 2017, more than 7 out of 10 young workers

were employed under a temporary contract in Slovenia (European Commission 2019j). Youth employment

is therefore one of the EU policy priorities, addressed with the European Social Fund and the Youth

Employment Initiative.

Youth unemployment rate shows a very diversified situation in theADRIONregion. With 8.8%, Slovenia is
the only country performing better than the EU average of 15.2% in 2018. It is followed by Croatia (23.7%)
and Albania (28.3%). Two ltaliarregions, Calabria and Sicilia, perform worse than North Macedonia, which
is the worst performer as a whole country.
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Map 21. Youth unemployment rate

Source: Eurostat, World Bank and Instat, own elaboration

1.4.7. SOCIAL PROTECTION ENNCLUSION

The level of government expenditure in social protection has already been analysed in the first paragraph

of this section.

'T ET OAOAOOEIT ¢ ET AEAAOI O OEAO OET OI A AA AT 1T OEAAOA
of digital skills, that provides information about the share of population with basic overall digital skills.
Digital skills cover four types ofcompetences: information, communication, problem solving and software

skills (Eurostat 2019d). According to Eurostat data, the EU average of individuals with basic or above basic
digital skills stands at 58% in 2019. Slovenia (55%), Croatia (53%) and Gree (51%) are the best
performing countries in the ADRIONregion, followed by Serbia (46%), Italy (42%), North Macedonia (32%)

and Bosnia and Herzegovina (24%). There is no available data for Albania and Montenegro.
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1.5. Policy objective 5 A Europe closer tocitizens

The fifth Policy Objective foreseen by the CPR, though very wide in its meaning, is intended to host actions
(i) fostering the integrated social, economic and environmental development, cultural heritage and security
in urban areas and (ii) fostering the integrated social, economic and environmental local development,
cultural heritage and security, including for rural and coastal areas also through communigd local
development. Further than that, it is recommended that future actions mighbe based on integrated
territorial and local development strategies (CLLD, ITI), although those approaches proved to be quite
difficult to introduce in the Interreg programmes due to the long time needed to identify, consolidate and
grow a community-led initiative and very few cases are known.

On the other hand, this seup is favourable to support measures fostering the valorisation of local
resources, which theADRIONprogramme is very rich in.

The countries of theADRIONregion have in common natural ad cultural resources that are important for
the development of the region. To ensure their protection together with their economic exploitation it is
important that local, regional, national and European stakeholders learn to work together to implement
common policies.

ADRIONcomprises areas of mass tourism (Venezia, Dubrovnik) and big cities (Athina, Beograd, Milano) but
also isolated mountain areas. The challenge is that of creating a context that favours sustainable and
integrated development of urban, rural and coastal areas and the flourishing of local initiatives.
Diversification and environmental sustainability of tourism are the two main challenges.

1.5.1. TOURISM

The ADRIONregion can boast a wide range of coastal resorts and natural, architectural acwltural heritage
that provide employment and source of income for a considerable section of the population. In some
ADRIONcountries, the share of persons employed in total tourism industries is significantly higher than the
EU average. According to the@.6 Eurostat data, Greece recorded the highest share in the EU (23.9%) of
employed in total tourism industries as share of employed in total nofinancial business economy. Croatia
(12.2%) and ltaly (10.3%) were also above the E\28 average (9.4%), while ®venia (6.7%) and, among
the potential candidates, Bosnia and Herzegovina (8.1%) stood below the avera@geEven so, tourism
provides several challenges which have to be addressed: territorial and socioeconomic disparities; impact
on environment and biodiversity; seasonality; dependency on international trends, accessibility.

Tourism arrivals are constantly growing in all theADRIONcountries. Regions with a traditionally strong
position in the tourist sector, such as the coastal and Alpine regions in Italreece, Croatia, Slovenia and
Montenegro, witness stable increases of tourist overnight stays and display heightening rates of tourism
intensity and density.

On the other side, inland Balkan countries where tourism constitutes an emerging economic seaatBosnia
and Herzegovina, North Macedonia, Serbia) experience a more rapid and intense growth in overnight stays,
but still show small absolute figures and their rates of tourism intensity and density remain significantly
low.

61 Eurostat, https://ec.europa.eu/eurostat/statistics -explained/index.php/Tourism_industries_-
_employment#Data_sources
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There is still a significantdifference in tourisminfrastructure between EUmember states on the one hand,
with developed and solid infrastructure, and candidate and potential candidate countries on the other side
(with the exception of Montenegro, which falls in the former group)which may present a shortage of
accommodation infrastructure and inadequate promotion of tourist destinatiors (Routes4U 2018).

According to Eurostat data orovernight total stays in tourist accommodation in 2018, 2 out of the 10 most
performing NUTS2 EU regions (Jadranska Hrvatska, with 84.8 million of overnight stays. and Veneto with
69.2) and 7 out of the first 25 European regions (with in addition EmiliERomagna, Lombardia, Provincia
autonoma di Bolzano, Notio Aigaio, and Kriti, which range between 3®a 40 million each) are located in
the ADRIONarea.

Considering the variation in overnight stays from 2013 to 2018, a significant majority ocADRIONregions
has risen more than the ELR8 average (+23.5% of total nights, which means an average increaseadghly

5% each year). The regions with higher tourism intensity in the Eastern Adriatic and loniaAegean coast,
despite their long-standing popularity, still experience growths which are significantly higher than the EU
average: this is the case of Kritand the Aegean and lonian Islands in Greece, Jadranska Hrvatska, and
Montenegro, where growth stands between 37 and 45% as visualized in the map.

Map 22. Rates of change of nights spent by tourists

Source: original elaboration from Eurostat and national data

62 Eurostat, 20132018 data

https://appsso.eurostat.ec.europa.eu/nui/show.do?dataset=tour_occ_nin2&lang=grStatistical pocketbook of

the Republic of Serbia, 2012017 datahttps://publikacije.stat.gov.rs/G2 019/PdfE/G201917012.pdf; Agencija

za Statistiku Bosne i Hercegovine, Statistika Turizma, 2012017 data
http://www.bhas.ba/saopstenja/2018/TUR_02_2017_12_0_BS.pdiCrna Gora UpOA OA UA OOAOEOOEEOh
I AT 1 AOGAEI A E T1QA8 EEI A OOOEOOA c¢mpo
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