Functional areas in the EU:
From Cohesion Policy to
practice through a pilot
project
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The EU's Cohesion Policy is one of the largest
development efforts of our time, and arguably the
most effective. Almost all EU Member States have
managed to overcome the ‘middle-income trap’ and
make the transition to high income - including not
just recently joined EU Member States, but also
Greece, Ireland, Portugal and Spain.

The Cohesion Policy is continuously evolving, with a
shift from national approaches to regional
approaches, and, in recent years, with a stronger
focus on functional area approaches. These can lead
to less fragmented territories, which can achieve
higher productivity, increase satisfaction with public
transport, ensure better access to public services and
help limit urban sprawl.

The objective of this project is
to strengthen the capacity to
plan and provide funding across
the administrative boundaries
of 12 functional areas as a core

group

The Cohesion Policy 2021-2027 promotes functional
area approaches, in particular through policy
objective 5 and integrated territorial development
instruments  (integrated territorial  investment,
community-led local development and other
territorial tools).

Article 11 of the European Regional Development
Fund (ERDF)/Cohesion Fund Regulation requires EU
Member States to allocate at least 8 % of their ERDF
resources to sustainable urban development
strategies (urban earmarking), with special attention
paid to tackling environmental and climate
challenges, and to supporting the development of
functional urban areas. Article 10 of the regulation
also requires that particular attention is paid to
disadvantaged regions and areas, and its recital 30
calls for strengthened cooperation within functional
territories for sustainable tourism.

Furthermore, Member States have been encouraged
to have a stronger focus on functional areas, and to
better respond to the needs and potentials of
territories that may not be defined by a clear




administrative boundary. Functional urban areas and
urban-rural linkages have been mentioned for 17
countries in Annex D of the countries’ 2019 European
Semester country reports.

As part of the efforts of the Directorate-General for
Regional and Urban Policy to put into practice the
new and heightened role that functional areas have in
the 2021-2027 Cohesion Policy, the
directorate-general has commissioned a technical
assistance pilot project from the World Bank. The
objective of this project is to strengthen the capacity
to plan and provide funding across the administrative
boundaries of 12 functional areas as a core group,
while the knowledge generated from these actions is
shared directly with other functional areas from the
target countries.

A first step in the selection of the functional areas
included the identification of target EU Member
States, with a focus on less developed regions where
the functional area approaches were incipient. Eight
Member States were selected to receive technical
support: Croatia, Czechia, Greece, Hungary, Lithuania,
Poland, Romania and Slovakia. After a call for
applications, 12 functional areas were selected for
targeted support, and another 12 were offered the
option to receive short-term support (i.e. up to three
work sessions per area) and to participate in a series
of knowledge exchange activities together with the
functional areas that receive targeted support. In
addition, all 700+ relevant functional areas in the EU
can benefit from the ongoing dissemination and

——— e

I
|
/

@@ 7The cohesion Policy is
continuously evolving, with a
shift from national approaches
to regional approaches, and, in
recent years, with a stronger
focus on functional area

approaches 99

knowledge exchange activities available on the project
website.

The 12 target functional areas have worked closely
with the World Bank team to prepare a list of activities
that would enable them to strengthen functional
areas approaches. The approach was a bottom-up
one, with attention paid to the actual needs of the
functional areas, while taking into account how the
activities proposed could be linked to Cohesion Policy
goals. The activities selected can be grouped around
the following main themes.
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Strengthening functional area governance
mechanisms. The functional areas recognise
the importance of and grapple with finding
appropriate institutional and governance
mechanisms to support sustainable
interjurisdictional cooperation between
constituent members, building strategic
alliances with non-governmental organisations
and actively engaging key stakeholders.

Identification of flagship intermunicipal
projects and project prioritisation. This
theme relates to functional areas’ abilities to
identify, agree on and prioritise investments
that traverse administrative boundaries and
require the support and buy-in of a range of
stakeholders.

Evidence-based strategic and spatial
planning. This is one of the most recurring
themes and it relates to the capacity (human
and system) to formulate interjurisdictional
strategic plans and link these with supportive
sectoral plans, especially spatial plans. The
functional areas operate in diverse contexts
and regulatory environments: in some, there is
an established culture and supporting
regulatory regime for interjurisdictional
planning, whereas in others this is in incipient
stages. In all instances, functional areas
expressed a need for systemic tools to support
evidence-based decision-making on policy,
strategies and investments.

Economic development and
competitiveness. Challenges related to
economic development range from the ability
to manage economic growth assets (lakes,
tourist destinations, etc.) across jurisdictions to
place-making and destination marketing,
especially for tourism regions. Functional areas
facing demographic decline are also looking at
alternative economic growth strategies that
attract location-agnostic investments.

Other themes of interest include urban
regeneration, improving urban-rural links,
climate neutrality and integrated tourism
development. The functional areas will receive
technical support until 2024 in order to help
with the implementation of the defined
activities. The lessons learned from this pilot
project will be distilled into a methodological
toolkit that will benefit other functional areas in
the EU and beyond. In addition, throughout
project implementation, several dissemination
and knowledge exchange activities will be
organised, which will benefit not only the 24
functional areas included in the project, but
also the other 700+ relevant functional areas in
the EU.

More details on the project can be obtained
from the project website.
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