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EXECUTIVE SUMMARY

Energy transition, as part of the longer-term
green transition agenda, is an increasingly
important strategic priority at global,
European, national and regional level.

Energy transition has a strong territorial

dimension.  Energy-related  potentials,
challenges, needs and impacts vary
greatly across regions. Much of the action
to deliver fransition to a carbon-neutral
economy takes place at regional level,
where important competences and policy
levers relevant for sustainable transitions
are concenfrated. Complex environmental
and socio-economic  implications  of
energy transition are largely uneven across
geographies, and have the potential of
intensifying  territorial  disparities.  This
highlights the relevance of regionally-
sensitive  policy responses, including

through regional policy.

Across EORPA counftries, there is a strong
variation in approaches to addressing
energy fransition in a regional
development perspective, with varying
role of regional policy. Dedicated regional
policy measures addressing energy
fransition challenges in specific regions
often coexist with wider support linking
energy and regional development
objectives. Energy concerns are often
infegrated into the existing instruments at
the level of priorities, eligibilities, or broader
sustainability commitments. In  addition,

regionally-sensitive or place-based
approaches to  addressing  energy
transition challenges are often pursued

under various sectoral policies.

Specific objectives, priorities and spatial
targeting of these policy efforts also differ
greatly across countries. They reflect
varying patterns of territorial concentration
of carbon-intensive activities, composition
of regional endowments of natural assets
and industrial specialisations, as well as
broader governance and organisational
approaches and frameworks.

The energy crisis has so far had a limited
impact on energy transition support within
regional policy. Policy responses have
been mostly national in scope, although
some measures have a degree of spatial
targeting or regional considerations -
including to reflect spatially uneven energy
vulnerabilities (e.g. linked to energy poverty
and affordability) and potentials (e.g. in
renewable energy production).

Several common factors have been
highlighted as important for effective
regional policy support for energy
fransition.  These  include:  strategic
mainstreaming; place-based approach,
regional engagement and participation;
horizontal and vertical policy coordination;
enabling regulatory frameworks; and
regional capacity and capacity-building.






1 INTRODUCTION

Energy transition is a key part of the longer-term green fransition and sustainable development
agenda. Tackling climate change is one of the key global challenges, making sustainability and
the tfransition fo a carbon-free economy a strategic priority worldwide. Achieving climate-
neuftrality requires deep transformation and long-term structural changes across a wide range
of societal systems and economic sectors and puts energy — responsible for a large share of
emissions — centre stage.!

‘Energy transition’ can be understood as the process of moving away from the use of fossil fuels
and re-developing whole systems to operate on low- or zero- carbon energy sources. As part
of the wider green fransition agenda, its focus is on reducing climate change impacts, by
cutting greenhouse gas (GHG) emissions and energy consumption and increasing the share of
renewable energy. At the same fime, it also focuses on wider environmental and socio-
economic benefits, directly or indirectly confributing to other, environmental and non-
environmental goals. These include:

e reducing the negative environmental impact of economic activities (e.g. reduction of
air, water and soil pollution related to energy production and consumption);

e enhancing energy security, reliability and affordability;

e improving individual well-being (e.g. through enhancing health and productivity
benefits) and improving social equity (e.g. through increasing energy affordability for
low-income households and reducing energy poverty); and

e empowering enduring economic growth and dynamism (e.g. through economic
diversification and promoting opportunities for new green industries, jobs and
technologies).

At the same time, it can also be disruptive for economies and societies, posing risks and
creating new challenges, particularly due to the complexity of its socio-economic implications.

These changes are deeply felt at regional level. Much of the action to deliver energy transition
takes place at this level, which brings the transition to a low-carbon economy ‘fo the ground’.2
Varied combinations of regional resource endowments, industrial, institutional, infrastructural
and material assets and capacities, as well as socio-economic and governance structures

1 OECD (2020) Managing Environmental and Energy Transitions for Regions and Cifies, OECD Publishing;
Dozhdeva V and Fonseca L (2021) A Green Transifion: Making the new programmes sustainable. |Q-Net
Thematic Paper 49(2), European Policies Research Centre Delft; Schoenmaker D and Schramade W
(2019) Financing environmental and energy transitions for regions and cities: creating local solutions for
global challenges. Managing environmental and energy transitions for regions and cities, OECD; OECD
and IEA (2011) Green Growth Studies: Energy; IRENA (2022) World Energy Transitions Outlook 2022: 1.5°C
Pathway, International Renewable Energy Agency

2 ESPON (2018) Territories and low-carbon economy (ESPON Locate). Applied Research, Final Report,
Version 14/03/2018



https://www.oecd-ilibrary.org/urban-rural-and-regional-development/managing-environmental-and-energy-transitions-for-regions-and-cities_f0c6621f-en
https://eprc-strath.org/iq-net/wp-content/uploads/sites/8/2022/03/IQ-Net-Thematic-Paper-Autumn-2021.pdf
https://www.oecd.org/cfe/regionaldevelopment/Schoenmaker-Schramade-2019-Financing-Environmental-Energy-Transitions.pdf
https://www.oecd.org/cfe/regionaldevelopment/Schoenmaker-Schramade-2019-Financing-Environmental-Energy-Transitions.pdf
https://www.oecd.org/greengrowth/greening-energy/49157219.pdf
https://www.irena.org/publications/2022/mar/world-energy-transitions-outlook-2022
https://www.irena.org/publications/2022/mar/world-energy-transitions-outlook-2022
https://www.espon.eu/sites/default/files/attachments/Locate_final-report_main_report.pdf

shape regional energy fransitions in different ways. Pathways and progress towards sustainable
energy transition and its impacts are thus largely uneven across geographies, and there is
great territorial variation in terms of opportunities and challenges in fransitioning fo more
sustainable regional development models. The transition to carbon neutrality is likely to
generate social and economic impacts that are regionally unbalanced, with relevant
implications for the process of territorial cohesion.

Energy transition requires substantial changes across a wide range of policy domains, including
energy, land use and spatial planning, housing and construction, transport and mobility,
industry, agriculture, and wider economic policies, among many others. Managing this
complexity requires comprehensive, mulfi-faceted policies, and efforts to ensure close
coordination across sectors, stakeholders, and governance levels. Variation in regional
circumstances and potentials promotes differences in policy approaches to managing energy
fransition and calls for spatially-sensitive responses.

The ongoing energy crisis adds to the complexity of managing the energy transition process,
creating trade-offs between longer-term climate objectives and shorter-term crisis response
measures. It raises new challenges for long-term sustainability commitments of both countries
and regions, but also presents opportunities for accelerating the green fransition.

e On the one hand, disruptions to energy markets, rising fossil fuel and electricity prices,
coupled with wider inflation challenges, create short-term uncertainties for the green
transition and pressures for long-term commitments to sustainability objectives. Across
several countries, the strengthened focus on energy security is giving fossil sources a
short-term boost, leading to increases in hydrocarbon production (e.g. through revival
or postponed phasing out of coal/lignite power plants to cope with demand). There
are also risks associated with measures to import gas from further afield, resulting in
higher transport emissions. In addition, high energy prices risk reducing the willingness
and capacity of businesses and consumers to cover the energy fransition costs or
subsidise clean energy projects.s

e On the other hand, by renewing the focus on the issues of energy
security/independence and diversification, the crisis is giving a new impetus for
accelerating long-term energy transition. This can be seen, for example, in emphasising
the pertinence of a rapid phaseout of imported fossil fuel sources, increasing energy
efficiency, and boosting the deployment of renewable energy. In this sense, “energy
security and sustainability pull in the same direction”.4

3 OECD (2022) The implications for OECD regions of the war in Ukraine: An initial analysis. OECD Regionall
Development Papers; Bohme K, M&der Furtado M, Toptsidou M, Zillmer S, Hans S, Hrelja D, Valenza A &
Mori A (2022) Research for REGI Committee — The impact of the COVID-19 pandemic and the war in
Ukraine on EU cohesion, Part IIl: Overview and outlook. European Parliament, Policy Department for
Structural and Cohesion Policies, Brussels; DNV (2022) Energy Transition Outlook 2022. A global and
regional forecast to 2050; EIB (2022) Energy crisis makes public banks even more important; World Bank
Group (2022) Energy Crisis: Protecting Economies and Enhancing Energy Security in Europe and Central
Asia. Policy Note, October 2022

4 DNV (2022) Energy Transition Outlook 2022



https://www.oecd.org/cfe/the-implications-for-oecd-regions-of-the-war-in-ukraine-8e0fcb83-en.htm#:~:text=war%20in%20Ukraine-,An%20initial%20analysis,likely%20to%20be%20long%20lasting.
https://www.europarl.europa.eu/RegData/etudes/STUD/2022/733095/IPOL_STU(2022)733095_EN.pdf
https://www.europarl.europa.eu/RegData/etudes/STUD/2022/733095/IPOL_STU(2022)733095_EN.pdf
https://www.dnv.com/energy-transition-outlook/index.html
https://www.eib.org/en/stories/energy-crisis-net-zero-transition
https://openknowledge.worldbank.org/server/api/core/bitstreams/b39442da-9f3e-57e1-9b69-0e893fad4fcc/content
https://openknowledge.worldbank.org/server/api/core/bitstreams/b39442da-9f3e-57e1-9b69-0e893fad4fcc/content

While the impacts of the energy crisis are largely natfional in scope, with significant
macroeconomic and fiscal implications across Europe, it also has relevant regional impacts
and the potential of reinforcing the existing territorial disparities. This, as the energy tfransition
process more broadly, also calls for regionally differentiated / place-based policy responses.

In this context, this paper discusses the relevance of energy tfransition for regional development
and explores the ways in which EoRPA countries support this process. It aims to understand:

e What are the territorial implications of energy transition in terms of opportunities and
challenges, and what is its relevance from the regional development and policy
perspective? (Section 2)

e How are EoRPA counftries addressing the regional dimension of energy fransition and
energy crisis, and what is the role of regional policy in thise (Section 3)

e  What are the factors that contribute to the effectiveness of policy measures supporting
energy fransition in a regional development perspective, and what are the key
challenges? (Section 4)



2 ENERGY TRANSITION: RELEVANCE FOR REGIONAL
DEVELOPMENT AND POLICY

Energy transition is a complex process which has relevant territorial implications and calls for
spatially differentiated and place-based policy responses, including because:

e the conditions for and implications of energy transition are spatially uneven, with
significant territorial variation in terms of vulnerabilities, opportunities and impacts;

e regionallevel / sub-national governments are an important enabler of this process; and

e energy fransition has complex environmental and socio-economic implications which
can intensify ferritorial disparities and compromise territorial cohesion, highlighting the
relevance of regionally-sensitive responses, including through regional policy.

2.1 Territorial dimension of energy ftransition: mapping key
vulnerabilities, potentials & impacts

Pathways to sustainable energy transition and impacts of the energy crisis are largely uneven
across geographies. Various factors influence the extent of transformation required for
sustainable energy fransition, the potential to achieve and embrace a meaningful change,
and the degree of vulnerability to its effects.

Figure 1: EORPA countries energy mix: per capita primary energys consumption by source (2022)

M Coal MOl M Gas WM Nuclear |l Hydropower Il Wind M Sclar [l Other renewables

Norway 18,445 k\Wh 61,221 kWh 96,121 kWh

Sweden 19,901 KkWh 12,224 xWh 17,240 KWh 57,965 kWh

Finland 16.781 KWh 56,605 kWh

Netherlands 2B 228 k\Wh 15,456 kWh 55,447 kWn

Austria 15,043 kWh 42,151 kWn

Germany 14,191 kWh 40,561 k'Wh

Switzerland BRFEEEAT 33,143 kWh

United Kingdom 29,793 KWh

LCIETGE 12 581 kWh 29,754 kWh

Italy 28,703 kWh

Portugal JRFAEEEALH 24 783 kWn

Source: Energy Institute Statistical Review of World Energy (2023) at ourworldindata.org

5 Primary energy is calculated based on the ‘substitution method’ which takes account of the
inefficiencies in fossil fuel production by converting non-fossil energy into the energy inputs required if they
had the same conversion losses as fossil fuels

e — 4


https://ourworldindata.org/grapher/per-capita-energy-stacked

At national level, the challenge of diversification is greater for some countries than for others,
which reflects differences in the overall energy mix, including energy consumption by source
and rafio of fossil fuels and renewables in fotal energy supply and electricity generation. The
wide variation across EORPA countries in sources of primary energy consumption (see Figure 1)
is one example of an influencing factor in this context.

At regional level, the composition of a region’s endowments of natural assets and industrial
specialisations largely define regional potentials and vulnerabilities in the transition process,
although other factors (including political, strategic, institutional and administrative resources /
frameworks) also play a role. Differing resource endowments, industrial bases and institutional
set-ups can promote differences in approaches to — and outcomes of — energy fransitions and
policies that affect them.é Some of the key factors accounting for regional vulnerabilities and
opportunities with regards to energy fransition and energy crisis include — but are noft limited to
— the following variables:

Energy intensity of regional economy Energy intensity of GDP in chain linked volumes
Relevance of fossil fuel extraction & energy- | Share of regional employment in fossil fuel
infensive industries in regional economy extraction (mining) & energy-intensive sectors
Structure of energy supply Total energy supply by source; share of electricity

production by source; share of renewables in
electricity generation / final energy consumption

Potential for renewable energy production | Solar/wind/biomass energy production in

GWh/km?
Availability of domestic energy resources vs | Energy imports dependency (share of total
reliance on (fossil fuel) imports energy needs met by imports)
Diversification of supply, e.g. dependence | Share of X fuel imports from Y country as % of
on a single supplier and/or technology total energy supply

Availability of energy-related infrastructures | E.g. infrastructure for hydrogen, carbon capture
and storage & zero-emission freight transport;
connectivity to large energy networks; etc.

Uneven territorial distribution of these variables means that opportunities and challenges of
energy transition vary greatly across regions and types of regions. It can be particularly
challenging for regions whose economies depend on coal mining, oil and gas exploration, as
well as energy-intensive sectors (including steel, cement, chemicals, car manufacturing)
(Figure 2),” due to the degree of transformation required to the regional economies.

6 De Laurentis & Pearson (2021) Policy-relevant insights for regional renewable energy deployment. Energ
Sustain Soc 11, 19; OECD (2015) Monitoring the fransifion fo a low-carbon economy. A strategic approach
to local development. OECD Working Papers

7 OECD (2020) op. cit.; European Commission (2018) A Clean Planet for all: A European long-term strategic
vision for a prosperous, modern, competitive and climate neutral economy, Brussels, 28 November 2018;
United Nations (2021) Theme report on energy transition: Towards the achievement of SDG 7 and net-zero
emissions



https://energsustainsoc.biomedcentral.com/articles/10.1186/s13705-021-00295-4
https://www.oecd.org/cfe/leed/Monitoring-Green-Transition-Final2.pdf
https://climate.ec.europa.eu/system/files/2018-11/com_2018_733_analysis_in_support_en.pdf
https://climate.ec.europa.eu/system/files/2018-11/com_2018_733_analysis_in_support_en.pdf
https://www.un.org/sites/un2.un.org/files/2021-twg_2-062321.pdf
https://www.un.org/sites/un2.un.org/files/2021-twg_2-062321.pdf

Figure 2: Regional employment in fossil fuel extraction and energy-intensive industries (NUTS2)

Share of employment Share of employment
fossil fuel extraction and mining energyintensive industries and
automotive manufacturing

Source: Eurostat, as cited in European Commission (2018) and OECD (2020)

On the other hand, progress in the use of — or in the potential for developing — renewable
energy sources can be an enabling factor in accelerating regional energy transition. The
economics and feasibility of renewables, however, also differ greatly based on the geography
of the particular country and region (Figure 3).

Figure 3: Share of primary energy from selected renewable sources (hydro, solar, wind), 2022
Hydroelectric power Solar Wind

L X = L

3
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Source: Energy Institute Statistical Review of World Energy (2023) ourworldindata.org/energy



https://ourworldindata.org/energy
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https://www.oecd-ilibrary.org/docserver/f0c6621f-en.pdf?expires=1674108590&id=id&accname=ocid177542&checksum=1238EB490D306528FDBBA2364E5FDAA3

Specific energy-related difficulties and opportunities can be common to certain types of
regions sharing similar characteristics. The OECD, for instance, notes particular challenges
faced by remote and rural areas in the net-zero transition and their vulnerability fo energy
poverty, while also highlighting their higher capacity for renewable energy production.8

Figure 4: Share of electricity by source and by type of regions, 2019 (%)

Remote regions =

Regions with/near a
small-medium city

Em
Regions near a
Skovaliel aree [
Metropolitan regions —

A

Large metropolitan
regions

Source: OECD (2023)

The conflict in Ukraine and the intensifying energy crisis have further highlighted the significant
variation in energy-related strengths and vulnerabilities of European regions. They emphasised
particular sensitivity of old industrial and energy intensive regions, due to their low energy
efficiency and strong energy dependence - especially areas with a high share of regional
employment in gas-intensive manufacturing sectors (including coke and pefroleum, chemical,
metal, and paper industries) — and high reliance on energy imports from Russia.? It also
highlighted particular vulnerability of less developed, rural, sparsely populated, and border
regions.'0 For instance non-metropolitan regions are seen as particularly vulnerable to energy
poverty due to a less diversified economic base and lower average household incomes.!!

Across EoRPA countries, there are clear variations in energy-related challenges and
opportunities, which define varied paths towards sustainable energy transition.'2 At national
level, there are significant disparities in ferms of:

8 OECD (2023) Together for implementation. No net zero without our cities, regions, businesses,
entrepreneurs and social innovators. Policy Perspectives; OECD (2022) op. cit.

? OECD (2022) op. cit.; Bébhme et al. (2022) op. cit.
10 B6hme et al. (2022) op. cit.; OECD (2022) op. cit.
1T OECD (2022) op. cit.

12 For instance Norway is a major producer and exporter of oil and gas, with the petroleum sector alone
employing around 205,000 people across over 300 municipdalities. At the same fime, the counfry is also
rich in sources of renewable energy, with around 98% of electricity generation sourced from renewable
energy. In confrast in Poland, the energy supply is dominated by fossil fuels (88% of TES in 2020), with the
largest share coming from coal (41%), followed by oil (30%) and natural gas (17%).


https://www.oecd.org/cfe/Climate-brochure-CFE-2023-FINAL_opt.pdf
https://www.oecd.org/cfe/Climate-brochure-CFE-2023-FINAL_opt.pdf
https://www.oecd.org/cfe/Climate-brochure-CFE-2023-FINAL_opt.pdf

e The overall energy mix: total energy supply by source, and the ratfio of fossil fuels,
nuclear and renewables (see Table é and Figure 12 in Annex). For instance the share of
primary energy from low-carbon sources (nuclear and renewables) ranges from over
70% in Sweden and Norway to below 20 percent in Poland, the Netherlands and Italy
(see Figure 6). Similarly, Norway and Sweden are leading on the share of primary energy
from renewable sources (over 50 percent) (see Figure 5).13

Figure é: Share of primary energy from Figure 5: Share of primary energy from
low-carbon sources, 2022 renewable sources, 2022

0% 0%  20% 0% 40% 50% 0% b 2% 5% 10% 20% S0%  100%
I S S

Source: Energy Institute Statistical Review of World Energy (2023) at ourworldindata.org/energy

e Primary sources of electricity generation, including share of electricity from low-carbon
sources, and carbon intensity of electricity (see Figures 13 to 16 in Annex). For instance,
several countries have fossil fuels as their main source of electricity, including Poland,
[taly, the Netherlands and Germany. In conftrast, in Norway and Sweden over 98
percent of electricity comes from low-carbon sources 4 (see Figure 7).

¢ Dependence on Russian energy supplies also varies, prior to the war being particularly
high in countries such as the Netherlands, Finland, Austria, Poland, Germany and Italy
(ranging from 65 to nearly 30 percent of total energy supply in 2019).15

131n this data source, renewable energy sources include hydropower, solar, wind, geothermal, bioenergy,
wave, and tidal.

4 Low-carbon electricity is the sum of electricity from nuclear and renewable sources (including solar,
wind, hydropower, biomass and waste, geothermal and wave and tidal).

15 OECD (2022) op. cit., p.13. Calculated as imports of Russian energy products (oil, gas and coal) as share
of total energy supply

e — 8
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Figure 7: Share of electricity from low-carbon sources, 2022

Source: Energy Institute
Statistical Review of World
Energy (2023) at
ourworldindata.org

0% 10% 20% 30% 40% 50% 60% 70% 80% 90%

In addition, the speed and trajectories of diversification vary greatly across countries. In a short
space of fime, significant progress has been made in shifting the energy mix fowards more
sustainable sources, but there are important differences between countries, and challenges
remain. Over the course of the past decade (2012-22), for example, substantial progress has
been made in the phasing out of gas and in increasing the share of solar and wind in primary
energy consumption. It is particularly visible in the Nordic countries (especially NO) - but several
countries also saw increases in energy consumption from fossil fuels including oil and coal.

Table 1: Year-to-year change in primary energy consumption by source:¢ relative change
over 2012-2022 in EoRPA countries

Coal Gas (o]]] Nuclear Hydropower Solar Wind Other
renewables

+41% -164% -36% -134% +149% 1% +72%
+100%  -314% +28%  +398%  -213% +542% -69% +124%
I 0% -5,892%  +387% -260%  -153% +62% +540% -99%
I 1002 -138% +130%  +534%  -148% +3,594% +35,043% +1,021%
+339%  -148% +160% -291% -72% -109% +2%
-106%  -371% +322% +220%  -178% +3,720% +2,060%  -1,248%
| NO B TTA -1,231%  -108% -174% +26,653%  +1,013%  +455%
W +36% -560% +341% -17% +442,865% +97% -136%
Rl 1272 1% +177% -316%  +13% +625% -94% -1,750%
BE 1292 -110% +74%  -148%  -136% +17,871%  +406% -62%
ITE -108% -16% +356%  +56% +54% +49% +283% -411%

Source: Energy Instifute Statistical Review of World Energy (2023) at ourworldindata.org

16 Note: ‘Primary energy' refers to energy in its raw form, before conversion into electricity, heat or
fransport fuels. Primary energy for renewables and nuclear is here measured in terms of ‘input equivalents’
via the substitution method.


https://ourworldindata.org/grapher/annual-change-primary-energy-source?tab=table&time=2012..latest&country=~OWID_EUR
https://ourworldindata.org/grapher/share-electricity-low-carbon?region=Europe

At regional level, there is also very uneven spatial distribution of fossil fuel production, location
of carbon-intensive industries, and renewable energy potentials. Based on these locational
differences, specific strengths/opportunities and weaknesses/challenges of different types of
regions with regards to energy transition have been identified, for example:

m In Scotland, draft Energy Strategy and Just Transition Plan includes a regional
&Y opportunities map (Figure 8a), highlighting strategic opportunities in the Highlands &
Islands, with its natural resources for attracting wind, wave and tidal energy projects.!”

Figure 8a: Regional & national energy opportunities, Scotland
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Source: Scottish Government (2023)

17 Scottish Government (2023) Draft Energy Strategy and Just Transition Plan
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https://www.gov.scot/binaries/content/documents/govscot/publications/strategy-plan/2023/01/draft-energy-strategy-transition-plan/documents/draft-energy-strategy-transition-plan/draft-energy-strategy-transition-plan/govscot%3Adocument/draft-energy-strategy-transition-plan.pdf
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In Norway, remote areas, particularly island communities and the far North, are noted
to have higher energy demands and lower uptake of EVs, due to exireme climates,
geographic terrain and peripherality. At the same time, they also hold significant
renewable energy potentials, e.g. linked to offshore wind power (Figure 8b).18

Figure 8b: Offshore wind power licensing areas for auction, Norway
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Source: NVE (2023)

i 'n Sweden, the role of rural areas is emphasised, due to their energy supply and

N 4 availability of raw materials. Opportunities associated with hydropower and the
possibility of expanding other fossil-free electricity production are noted specifically

for northern Sweden. At the same fime, these areas are also challenged by the
underdevelopment of the electricity system in relation to future needs. Similarly in

+ Finland, rural areas face security of supply and energy availability challenges while
also hold significant potential for green energy production.

18 EORPA 2023 fieldwork, and Norway's Directorate of Water Resources and Energy (NVE) (2023)
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Regions are crucial players and enablers of the energy transition process. Sub-national
governments hold a wide range of important competences and policy levers in many areas
relevant for sustainable energy transition (e.g. energy, housing, fransport, water, land use,
spatial planning and wider economic development policies). The degree of regional
involvement in energy matters differs across countries (also reflecting broader governmental
structures and institutional frameworks), but the importance of sub-national levels in decision-
making that helps deliver energy transition objectives is universally recognised.

vital. The regions have acquired important functions in areas such as planning,
management of programmes for promoting renewables, and licensing for the
localisation of renewable energy-based electricity. The activism of regional
governments, bottom-up local initiatives and multilevel reinforcement are viewed as
decisive in fostering the Italian energy transition.!?

‘ . For example in ltaly, the role of the regions in energy policy and transition is considered

/& 'n Norway, municipalities are expected to be ‘an active contributor’ in the fransition to
0 3 a low- and zero-emission society, and municipal planning is seen as central fo how the

country responds.20 They are important players in many areas relevant for energy
fransition processes (e.g. use of natural resources, renewable energy production), and
help balance out different interests at local level.

Sub-national energy targets and actions support cohesive implementation of national energy
goals and commitments, while considering regional specificities and bringing regional/local
benefits. They achieve this for instance through setting their own net zero targets or developing
regional energy strategies which contribute to achieving the national objectives.

In addition, regions are particularly well placed to promote territorially integrated actions, with
holistic, cross-sectional perspectives,2! while relying on the knowledge of regional conditions
and capabilities. This relates, for instance, to their ability to make use of the location of regional
actors and their place-specific knowledge; connect to citizens and local businesses, allowing
them to influence consumer and producer behaviour; join regional resources and develop
tailored strategies for different economic sectors and energy sources.??

19 Di Nucci M R / Prontrera A (2021) The Italian energy transition in a multilevel system: between reinforcing
dynamics and instfitutional constraints. Z Politikwiss 33, 181-204

2 hitps://www.regjeringen.no/no/dokumenter/prop.-112-s-20222023/id2976581/2ch=1
21 ESPON (2018) op. cit.
22 ESPON (2018) op. cit.
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2.3 Implications for territorial development and cohesion

Finally, the transition to a low-carbon economy or carbon neutrality is likely to generate social
and economic impacts that present regionally unbalanced challenges and opportunities,
increase disparities between regions and jeopardise the objectives of territorial cohesion.

Energy fransition has important distributional impacts and both climate and non-climate
benefits and challenges that are deeply felt at regional level, with implications for dimensions
such as regional employment and productivity, energy poverty and regional well-being, and
with potential for increasing social, economic and territorial disparities.

Across Europe, for example, many of the areas which are likely to be most affected by energy
fransition are also areas which are already lagging behind. This often includes areas where the
most carbon-intensive industries are located.

3 In the UK, the places that will experience most economic change due to the impact of

energy fransition on heavy industry are often the places already in need of levelling up.

a
Similarly in Germany, many parts of the east coal Ldnder are structurally weak or
sparsely populated with little alternative industry meaning that the preconditions for a
successful transition out of coal are more difficult.

gt In Porfugal, the Alentfejo Litoral and Médio Tejo regions, where the two largest GHG

Ll emitting coal-fired power plants were located, are significantly more exposed to the
challenges posed by decarbonisation. This is due to their limited sectoral diversification
but also other socio-economic challenges such as negative demographic dynamics
(e.g. aging population, lower qualification levels), higher unemployment rates and
lower GDP per capita compared to the national average.23

Energy fransition presents significant opportunities, including for such less developed /
structurally weak / left-behind places, in terms of pursuing a more inclusive, sustainable and
innovative regional development model. At the same fime, it also poses risks which, if
unmanaged, could be damaging — particularly due to the degree of tfransformation required
and the complexity of the associated socio-economic challenges. For instance while the
fransition to low carbon economy can be challenging for regions largely relying on carbon-
intensive assets/industries (in terms of employment and economic activity flows), it can also be
a major opportunity for fransformation of economic activity that can revitalise a region and
provide new/better employment opportunities.24

“While the transition to Net Zero will be disruptive for these places, it could also be
transformative.”?5

23 Portugal 2030. Acordo de Parceria 2021-2027 (Portugal 2030 Partnership Agreement)
24 OECD (2015) op. cit
25 HM Government (2022) Levelling up the United Kingdom, CP604 (p.52)
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In addition, the energy crisis is likely to reinforce existing inequalities, for example aggravating
the risk of energy poverty in rural and non-metropolitan regions or jeopardising transition
processes in other regions with a high share of energy-intensive industries.

All of this highlights the need for territorially-differentiated and place-sensitive policy responses,
which take into account regional circumstances, challenges, and potentials.

“A locally-led approach was advocated as being better placed to identify such
challenges and opportunities”.2

It also shows the close connection between energy transition/pathway to Net Zero and
regional policy agendas, and the need to harness links between energy policy objectives and
accompanying regional support measures.

“The transition is most deeply experienced at regional level. [It] will only be economically
and socially possible on the basis of successful regional development conceplts.”?”

26 Innovate UK (2022) Accelerating Net Zero Delivery

27 Federal Ministry for Economic Affairs and Energy (BMWi), Germany (2019) Commission on Growth
Structural Change and Employment: Final Report.
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3 REGIONAL POLICY SUPPORT FOR ENERGY TRANSITION

This Section reviews the variety of approaches used across EORPA counftries to supporting
energy fransition in a regional development perspective.

As shown in Section 2, energy transition has a strong territorial dimension, given its uneven
spatial implications and regionally differentiated pathways to achieving a low carbon
economy / carbon neutrality. In addition, it is a complex phenomenon, at the crossroads of
various policy areas, with multiple implications for regional socio-economic development
frajectories. This highlights the need for place-based policy responses, including a potentially
important role for regional policy, which appears to be well positioned to provide place-based
solutions to the territorially differentiated challenges and impacts of energy transition.

An overview of policy responses to energy transition challenges across EORPA countries shows
that while their territorial dimension is widely recognised, the role of regional policy in supporting
it varies greatly — ranging from explicit and clear-cut to less direct or largely absent.

Overall, there is a significant variation across countries in ways of addressing energy transition
issues in a regional development perspective.

In some countries, there are explicit, dedicated regional policy instruments/measures directly
addressing the challenges of energy fransition af regional level. These often have a clear
spatial targeting — focusing on regions fransitioning from fossil fuel-based economies, — and
tend to pursue a comprehensive approach to supporting an economically, socially, and
environmentally sustainable fransition to new socio-economic development paths (e.g. DE, PL,
UK, JTF support in EU countries).

Across many countries, energy fransition is also supported as part of the existing regional policy
instruments, which are often broader in scope than energy issues but can integrate them at
the level of specific objectives/priorities, eligible activities, or broader commitments to green
goalls / sustainability principles (e.g. CH, DE, IT, NO, UK, Cohesion Policy support in EU countries).

In addition, across all countries, energy transition issues are addressed in a territorial
development perspective through wider (sectoral) policies, which often have a regional
dimension or consideration of place-based energy challenges, opportunities and needs. In
countries where there are no explicit regional policy instruments supporting energy fransition
(e.g. Fl, IT, NO, SE), or where regional development is addressed by a mix of sectoral/planning
policies (AT, NL), the role of such broader place-based approaches can be particularly high.
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Reflecting this variation in the approaches to supporting energy transition in a regional
development perspective, there is also great variation in the objectives and priorities pursued
by such policy efforts. These range from more confined priorities (see Table 2) to broader goals
linked to wider sustainability or socio-economic objectives (see Figure 9).

In many cases, energy fransition is addressed as part of broader sustainability agenda, viewed
as directly or indirectly conftributing to sustainable development goals. The inclusion of energy
fransition as part of this transversal, horizontal, focus on sustainability objectives is particularly
visible in countries where energy fransition is not explicitly mentioned at the level of regional
policy objectives but rather viewed among one of many policy areas important in the overall
delivery of sustainable regional development (AT, CH, FI, NO, SE). Such approach emphasises
a more or less direct contribution of energy fransition to different dimensions of sustainability
(economic, social, environmental), along with dimensions such as equal living conditions,
quality of life, regional well-being, ‘levelling up’ / territorial cohesion — pointing to the important
links between regional development and energy fransition objectives.

For example in Finland and Sweden, there is no explicit reference to energy fransition
at the policy objective level. At the same time, the overarching focus on sustainable
development implies the important role of energy objectives in achieving a
competitive, bio-based, climate and environmentally sustainable economy, the well-
being of the people, and quality of the living environment.

The Swiss 2030 Sustainable Development Strategy anchors sustainable development as
an important requirement for all policy areas. For the New Regional Policy, sustainable
development includes ‘climate, energy and biodiversity’ as one of its priority topics, and
emphasises social and ecological aspects of sustainability along with economic ones.

L ot

In Austria, ‘increasing resource & energy efficiency, in particular the use of renewable
energies and new technologies’ is viewed among the main goals for improving the
quality of life in all parts of the country, which regional policy is called on to achieve.

Norway does not directly include energy fransition under regional policy, but ifs
emphasis on sustainability, regional balance and equal living conditions means that
support for energy transition is connected to regional policy inferventions — e.g. ensuring
positive impacts for local communities is part of energy transition investments, as is
ensuring that energy costs and access are equal.

O

In cases where energy is included as part of wider regional policy instruments, specific objectives
depend on the scope of the measure and specific energy element supported. Where dedicated
regional policy measures for energy fransition exist, objectives can range from more confined
goals (e.g. increasing energy efficiency, supporting renewable energy production) to broader
socio-economic goals (e.g. linked to territorial just fransition and regional well-being), and often
include a combination of several. The overall focus is on mitigating regional energy-related
challenges and exploiting opportunities offered by a fransition to a low-carbon economy.
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Table 2: Key priority areas for energy transition support under regional policy (examples)
CH FI IT PL |PT |Sco SE UK

Energy efficiency \ \ \ \ \ \ \ \
Renewable energy v v v v v v
Energy infrastructure \4 \ \4
Efficient fransport \ \ \ \ \
Supply diversification \
Energy R&l \4 \4 \4 v v

Skills & employment \ \4 \4 \ \'
SME support \ \' v v \ \
Rehabilitation of industrial areas \ \

Decarbonisation of industrial processes \4 \ \

Figure 9: Examples of broader objectives pursued by regional energy transition support

Also reflecting the wide variety of approaches to supporting regional energy transition, the

ii Spatial targeting

degree of spatial targeting of measures varies greatly across EORPA countries.

Explicit spatial targeting is visible in measures supporfing transition in specific (types of) regions,
including:

e Arecs affected by phasing out of fossil fuels (e.g. coal regions in DE, PL, Wal; gas
extracting regions in NL; regions fransifioning out of oil in Sco; other EU regions
fransitioning out of carbon-intensive industrial processes supported under the JTF);

e Regions facing specific energy-related challenges (e.g. due to geographical features
—such as rural, remote and island areas in Sco, SE, NO) or having strong energy-related
potentials (e.g. due to existing natural assets or industrial/engineering base).

No specific spatial targeting, or indirect / implicit targeting is present in many other measures,
although they do take territorial considerations info account. For example:

e Spatial targeting may be confined to support area under a specific regional policy
instrument, but no further targeting for energy transition beyond that is foreseen;

e Indirect targeting may arise from support to specific energy-related challenges which
tend fo focus in particular (types of) regions (e.g. energy efficiency in housing,
sustainable urban mobility — predominantly concentrated in urban agglomerations).
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Table 3: Spatial targeting of energy transition support under regional policy (examples)

Country \ Spatial targeting

CH The New Regional Policy supports rural, mountainous and border regions. There is no
additional specific targeting in regards to energy transition.
DE e GRW funding for regions included in the assisted areas map - no further targeting.

e Spatial targeting on coalmine closure areas through the Strengthening Law

o Spatial targeting on refineries and harbours through the Special Programme

FI, IT, PT | No specific targeting within the regional policy areas (with exception of JTF)

NO No specific targeting as regional policy tangentially addresses energy transifion.
Particular attention given to the Northern most regions, where demands on energy are
high due to extreme climates, extreme distances and peripherality.

PL Regional policy funding for energy transition focused on the coalmine closure areas
Sco Regions deftermine their own priorities within regional strategies; Scottish Government
also prioritises support for the North East (affected by transition in oil industry) and
remote island communities (affected by higher costs).

SE No specific targeting within regional policy areas (with exception of JTF); some limited
prioritisation of rural/sparsely populated areas due to their role in green transition.
UK No specific targeting under regional policy programmes, but wider policy has a focus

on place-based opportunities €.g. depending on an area’s natural assets or existing
industrial base.

This section provides a snapshot of different approaches used across EORPA member countries
to supporting energy fransition in a regional development perspective.

It differentfiates between: (i) spatially-targeted regional support for energy transition, including
for areas phasing out of fossil fuels, and regions with specific energy challenges or opportunities;
(i) energy transition support as part of broader regional policy instruments; and (iii) place-
based approaches to energy transition under wider (sectoral) policies.

This is not infended as a strict classification of measures but rather as a guiding framework for
understanding the wide variety of existing approaches. There are multiple overlaps between
the different types of support presented below, and a great variation in the role of regional
policy —reflecting different governance and organisational approaches across countries.

3.2.1Spatially targeted regional support for energy transition

’ Core support for regional energy transition often focuses on the specific territories most
1! affected (or expected to be most affected) by the transition towards a low-carbon

economy / climate neutrality — particularly areas dependent on and phasing out of fossil fuels
and carbon-intensive industrial processes. This tends to focus on comprehensive structural
policies that aim to stimulate and accelerate an economically, environmentally and socially
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sustainable transition from the economy based on fossil energy to sustainable sources, more
innovative and environmentally-friendly sectors and new socio-economic development paths.

Such support often involves comprehensive measures, cutting across a broad set of relevant
policy areas, to alleviate the negative impact of the tfransition on the local economy and
employment, while at the same time adapting the socio-economic structure to the new
opportunities and promoting economic diversification. In this sense, policies are based on a
combination of structural support measures to:

e Compensate for the loss of economic opportunities and jobs, and mitigate the effects
of social upheaval and economic hardship in the affected communities; and

e Enable workers and communities to find alternative livelihoods; diversify and modernise
the local economy, helping find new opportunities for wealth creation and alternative
economic development pathways, based on sustainability principles.

Such policy support tends to target various dimensions of sustainable development (economic,
environmental and social), while also seeking to prevent an increase in regional and social
disparities by placing an emphasis on a ‘just’ fransition and ‘fairness’ — not leaving anyone
behind and ensuring that efforts to steer society tfowards a low carbon future are underpinned
by focus on issues of equity and justice in the transition process.

A vast number of policy objectives and priorities can be supported, related e.g. o areas such
as business infrastructure, SME support and new firms creatfion; RD&l and clean energy
technologies; renewable energy, energy efficiency; sustainable mobility / transport
decarbonisatfion; digital innovation & connectivity; rehabilitation of industrial sites and green
infrastructure; up- and reskilling of workers, job-search assistance, education & social inclusion.

Support tends to have a clear spatial targeting, particularly on regions phasing out of coal,
lignite, peat, oil, gas and other fossil fuels (e.g. in relation fo mining and power generation) and
highly dependent on carbon-intensive industries.

Across EORPA countries, there is an important regional policy focus on supporting structural
changes linked to energy and industrial transition in regions traditionally dependent on fossil
fuels and carbon-intensive industrial processes in several countries, including Germany, Poland
and the UK. In addition, in EU countries, the Just Transition Fund is one of the key tools to support
fossil-fuel dependent regions in transition.

% Germany: Special programme for coal closure areas .

In Germany, the fransition out of coal is one of the key areas of energy fransition, viewed from
both an energy and a regional structural policy perspective for a long fime. A ‘Growth,
Structural Change and Employment’ Commission, established in 2018, recommended the
phased reduction of coal-fired power with a complete exit by 2038. It emphasised a strong
linking of energy policy goals with accompanying regional structural support measures, to be
put in place before any power station was closed. The recommendations of the Commission
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became the basis of the ‘Structure Strengthening Law for Coal Regions’ 268 considered a
particular targeted part of regional policy, designed not just to minimise the impact of the
fransition out of coal-fired power but also fo provide coal regions with opportunities for
economic diversification and strengthening.?? Interventions are focused on the four lignite
areas: the Lausitz area of Brandenburg/Saxony; the Rhine area of North-Rhine Westphalia; the
central area of Saxony/Saxony-Anhalt, and the Helmstedt area of Lower Saxony.

The Law allocates up to €40 billion of federal funding up to 2038. At its core is a new Investment
Law for Coal Regions which is a funding insfrument for measures supporting structural changes
in coal mining regions, comprised by two main pillars.

Pillar 1 relates to federal funding of €14 billion (2020-38) for the four lignite Lander, intended for
significant investment projects initiated and managed by the Ldnder and local authorities, in
line with regional development strategies. Eligible activities cover a range of areas, including
economic infrastructure; certain areas of transport infrastructure; urban and regional
development; digitalisation measures; tourism infrastructure; R&D and training; environmental
protection and nature conservation measures.30

Pillar 2 is comprised by federal finance of up to €26 bilion channelled through new
programmes, as well as supplementary finance/new eligibility options for existing programmes,
across the four lignite regions. BMWK conftributes to this through several programmes including:

e STARK programme (Strengthening the Transformation Dynamic and Transition in Mining
Regions and Coal Power Stations) — designed specifically for the situation in the coal
regions and providing support for non-investment projects designed to support and
speed up an environmentally, socially and economically sustainable transition. The aim
is to make the coal regions model regions of sustainable development which is GHG
neutral and resource efficient. Non-investment costs including personnel, rent and
office materials can be funded,3! and there is considerable flexibility in the form of the
projects with the requirement of a clear presentatfion of how the project will support
environmental, economic and social fransformation.

e Extension and doubling of finance (from €4 to €8 million) of the Unternehmen Revier
programme designed to generate regional cooperative concepts for structural
change in the coal regions, with a new emphasis on projects by business.

28 BMWi (2019a) op. cit. pp.103-104

29 https://www.bmwk.de/Redaktion/DE/Dossier/regionalpolitik.ntml;
https://www.bmwk.de/Redaktion/DE/Textsammlungen/Wirtschaft/strukturstaerkungsgesetz-
kohleregionen.html

30 https://www.bmwk.de/Redaktion/DE/Downloads/B/bund-laender-vereinbarung-
invkg.pdfe__ blob=publicationFile&v=1

31 Every project must meet at least one of the following 11 funding categories: networking; knowledge
and technology transfer; consultancy; qualification and further training; sustainable adaptation of public
services; planning capacity and structural development organisations; community spirit and common
future planning; foreign trade; academic accompaniment of the transformation process; strengthening
of entrepreneurial activity; innovative approaches.
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e Support for energy transition- related research, including ‘Laboratories for Energy
Transition’ initiative.

e Dedicated business, employment and skills support, including: model project
supporting pro-active business consultancy for strategic growth transformation as well
as sector specific training clusters; competence centres in areas including energy
efficiency through industrial digitisation, renewable heat sources, and climate
protection through energy intensive industries; and creation of 5,000 new jobs in federal
authorities and institutions in the coal regions.

% Poland: supporting transition of coal mining regions '

In Poland, where coal plays a central role in the energy system and is an important sector in
regional economy, policy efforts aim to reduce coal demand and production while ensuring
a just transition in affected regions and communities. In this context, regional policy plays a
crucial role in providing support to impacted workers, businesses and communities and
alternative economic development pathways in the country’s main hard coal mining regions.

As in Germany, strong linking between energy policy objectives and accompanying regional
structural support measures is evident at strategic level. For instance, Pillar | of the national
energy policy strategy is dedicated to ‘Just Transition’, focusing on Poland’s post-coal regions,
dependent on coal extraction and coal-generated energy. It recognises that these are the
areas most affected by the negative implications of the low-carbon energy fransition, in need
of social and economic fransformation and recultivation. Key measures focus on:

e Investmentin RD&I to reduce the environmental burden resulting from coal mining and
new solutions that contribute to low-emission, efficient and flexible use of the raw
material (e.g. gasification, liquid fuels); and

¢ Investment in social, economic and environmental restructuring in coal regions to
ensure that a just energy transition leads to economic reinforcement, leaves no one
behind and will serve future generations.

The main regional policy instruments for energy fransition relate to EU funded regional and
territorial strategies, including Territorial Just Transition Plans and Regional Development
Strategies. The spatial focus is on areas economically and socially dependent on coal mining
and coal-fred power generation, which are congruent with the territories covered by the JTF:
(i) Greater Poland Voivodeship (Wielkopolskie): Konin subregion; (i) Silesian Voivodeship
(Slaskie): Katowice, Tychy, Bielski, Rybnik, Gliwice, Bytom, Sosnowiec subregions; (i) Lower
Silesian Voivodeship (Dolnoslaskie):  Watbrzych subregion; (iv) Lesser Poland Voivodeship
(Malopolskie): Wadowice, Oswiecim, Olkuski, Chrzandéw counties; (v) td&dz Voivodeship:
piotrkowski, sieradzki subregions. Examples of regional policy instruments for energy transition
include:

e The new Development Strategy of Lédzkie Region (DStR2030), and the Territorial Just
Transition Plan (TJTP) for todzkie Region. Key strategic interventions target the mining
and energy transformation area of the Betchatdw Basin, including the Betchatéw
power plant — the biggest single emitter of CO2 in the EU — and the associated lignite
mine. Objectives focus on achieving stable socio-economic development and,
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through a just fransition, shifting to new energy sources. These instruments prioritise
investment in areas such as new business infrastructure for SMEs and research
laboratories; energy efficiency and renewable energy deployment; reskilling of workers,
to allow them to take on new ‘green’ jobs; and decarbonisation of transport. The
todzkie TITP provides an example of the complex nature of challenges and objectives
linked to economic, social, environmental and spatial transformation required in
regions phasing out of fossil fuels-dependent economy (see Figure 10).

Support under the EU Just Transition Mechanism for other regions, including: Silesia and
Western Matopolska, to support transition away from coal extraction and coal
combustion; Wielkopolska, to tfransition from lignite mining industry and lignite power
plants; and Lower Silesia, to phase out coal. Measures span a wide range of areas fo
support economic, social and environmental fransformation.

Figure 10: Challenges and objectives of todzkie Territorial Just transition Plan

Economic Transformation

Social Transformation

Spatial Transformation
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Source: Wojewodztwo Lodzkie (2010) Terytorialny Plan Sprawiedliwej Transformacji Wojewddztwa tddzkiego

Programme for Silesia, as a dedicated strategic project in the National Development
Strategy. It aims fo change the economic profile of the region, replacing traditional
sectors (including mining and metallurgy) with more innovative and high-tech sectors.
The objectives include increasing industry innovation, developing qualifications,
improving environmental quality, modernising fransport infrastructure, and using the
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region’s potential fo ensure energy security in Silesia’s cities. In order fo support the
fransition and revitalisation of phasing-out areas, a project was implemented to create
a publicly available database on investment opportunities in post-mining areas (Box 1).

e Arange of otherinstruments are expected to support activities related to the transition
of coal regions, including EU Cohesion Policy, RRF, REACT-EU, as well as new instruments
such as the EU Modernisation Fund,32 the National Special Purpose Fund, and the
Energy Transformation Fund.

Box 1: Silesian database on post-mining areas (Poland)

Silesia region, together with Poland’s Central Mining Institute, has implemented a
project under the ROP Slaskie 2014-20 creating a publicly available database on post-
mining areas and investment opportunities in the region, to support the process of
economic transformation. Currently, the catalogue includes over 600 different types
of areas from the region. This includes an assessment of the areas in terms of their
investment attractiveness and potfential for ecosystem services, as well as estimation
of the cost of their economic or environmental revitalisation.

This database aims to support the planning of a long-term investment policy in post-
mining areas, sustainable spatial management in the region, and investment decisions
related to the revitalisation of these areas.

Source: EORPA fieldwork 2023
N |2
% UK: supporting transition out of coal and oil 2 1S
In the UK, spatially-targeted support for regions phasing out of fossil fuels, linking regional policy
and energy policy objectives, largely relates to the transition out of coal and (more recently)
other fossil fuels such as oil - along with the ongoing fransition to renewable energies.

There is a long history of public policies to support transition out of coal in the Welsh Valleys,
with the earliest government interventions dating back to the 1930s, in response to high
unemployment and poverty as demand for British coal and other industrial products fell. The
closure of almost all remaining collieries after the 1984-85 miners’ strike was accompanied by
public funding for the re-training and self-employment of miners, as well as support for business
innovation and skills. Since the creation of an elected Welsh Assembly and Governmentin 1999,
the Welsh Valleys have been an ongoing focus of policy attention, in ferms of investment in
infrastructure, as well as skills, innovation and business support. The Valleys have received
significant funding from EU Structural Funds for infrastructure, skills development and business
investment and innovation. A ministerial faskforce for the South Wales Valleys was set up in 2016
to improve the prosperity of the area and tackle deep-rooted challenges many of which are
connected to the decline of heavy industry and the end of coal mining across the region.33

32 https://modernisationfund.eu/
3 https://www.gov.wales/sites/default/files/publications/2021-03/the-valleys-taskforce-2016-
2021-a-final-report.pdf
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In terms of the ongoing transition out of oil, a North Sea Transition Deal, published by the UK
Government in 202234 outlines plans for the sector to play an important role in the energy
fransition by helping retain skills across key regional hubs, supporting the CCUS and hydrogen
clusters, and helping accelerate the deployment of renewable energy generation. In Scotland,
Scottish Government has also developed policy programmes to support the fransition of the oil
sector and support the affected areas. For instance the specific challenges faced by the North
East of Scotland in its fransition to net zero, due o the importance of the oil sector to the region
are being addressed through initiatives such as a £14 million North East Economic Recovery and
Skills Fund and a ten-year £500 million Just Transition Fund for the North East and Moray.35

% Netherlands: supporting territories affected by the termination of gas extraction

-_—
In the Netherlands, gas extraction activities have negatively affected the Groningen region by

causing earthquakes that substantially damaged the built environment in parts of the province.
The gas fields are set to close in October 2023, but the wells will remain open until October 2024
as an emergency stock. The 2017-21 government created a ‘multi-annual programme for an
earthquake-proof and promising Groningen’ including €430 million to compensate for the
damage to buildings and infrastructures, as well as increase energy efficiency in the restructured
buildings. The subsequent National Programme Groningen has widened the investment scope
by targeting economic development, education, job creation, nature and climate, and broader
welfare (good living conditions).3¢ The programme aims to compensate the region for the
negative effects of gas extraction and accelerate the fransition from the old economy based
on fossil energy to sustainable sources. Objectives focus on remaining a leader in the field of
energy fransition, greening, digitisation and knowledge economy. Development of hydrogen
energy is prioritised, and promising hydrogen (research) projects are supported. In addition to
investments by companies, the programme also attracts national and European resources.

% Just Transition Fund (JTF)

Across EU countries, the JTF is one of the key fools to support regions in their transition from fossil
fuels and carbon-intensive industrial processes to climate neutrality. JTF is more geographically
and thematically targeted than other EU funds allocated to Cohesion Policy,3” and focuses on
diversifying and modernising the local economies and mitigating the negative repercussions
on employment. Investments target multiple areas — including business support, RD&I, mobility,
renewable energy, energy efficiency, retraining, education & social inclusion — supporting a
comprehensive transformation of the affected areas. Support is spatially concentrated in the

34 https://www.gov.uk/government/publications/north-sea-transition-deal/north-sea-transition-deal-
accessible-webpage

35 hitps://www.gov.scot/news/investment-in-north-east-workers/

36 hitps://www.nationaalprogrammagroningen.nl/

37 Michie R and Van der Valk O (2023) “Everything everywhere all at once”: Challenging times in Cohesion
Policy, IQ-Net Review Paper 54(1), European Policies Research Centre Delft
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areas most sensitive/exposed to the consequences of transitioning to climate neutrality,

particularly due to dependence on fossil fuels and carbon-intensive industries (see Figure 11).

Across EORPA counfries, this includes the focus on the following areas:

Targeted areas

12 areas in 4 Lander (Upper Austria, Carinthia,
Lower Austria, Styria)

Carbon-intensive activity to which

energy transition is primarily linked
to

Carbon-intensive

industries  incl.
metals, cement, &

chemicals

paper,

North Rhine-Westphalia, Brandenburg, Saxony,
Saxony Anhalt

Coal (lignite) mining, lignite-based
industry & energy production

14 areas 38 across 4 regions

Discontinuation of the use of peat

Taranto (Apulia) Steel industry
Sulcis Iglesiente (Sardinia) Coal mining
6 areas across é regions (Groningen & Emmen, | Fossil-fuel exfraction & carbon-

limond, Groot-Rijnmond, Zeeuws-Vlaanderen,
West-Noord-Brabant, Zuid-Limburg)

intensive industries incl. chemical &
steel production

Silesia & Western Matopolska; Wielkopolska;
Lower Silesia; £odzkie

Coal (lignite) mining & lignite power
plants

Alentejo Litoral; Medio Tejo

Coal-fired power plants

SE

Matosinhos municipality (Porfo Metropolitan | Oil refinery
Areaq)

Norrboften Steel industry
Gotland Mineral industry
Vdasterbotten Metal industry

Source: own elaboration based on EoRPA 2023 fieldwork and Just Transition Platform

38 South Karelia, South Ostrobothnia, South Savo, Kainuu, Central Ostrobothnia, Central Finland,
Kymenlaakso, Lapland, Ostrobothnia, North Karelia, North Ostrobothnia, North Savo, Satakunta, and the
municipalities of Punkalaitu, Virrat, Parkano and Kihnid in Pirkanmaa region
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Figure 11: Eligible JTF territories (proposed and included territories, as of September 2023)

Proposed by European
Commission (*)

Included in approved TJTPs

(*) Additional territories have
been proposed by some
Member States and may be
accepted as part of TJTPs.
The map will be updated
accordingly.

Source: Just Transition Platform

ii Spatially targeted measures for regions with specific energy challenges or
potentials

Apart from support to regions fransitioning from fossil fuels, dedicated spatially targeted
measures often aim fo provide support for specific [types of] regions based on:

e Particular challenges they are facing in the area of energy transition — e.g. related to
fuel poverty, higher energy prices or higher energy demand, for instance due to
geographical and climate features (exireme climates, exireme distances,
peripherality). These challenges can be particularly acute in rural, remote and island
areas (e.g. NO, Sco, SE).

e Specific low-carbon energy opportunities / potentials — e.g. due to existing natural
assefs (e.g. access to marine and tidal energy) or industrial/engineering base. This can
relate to regional strengths in renewable energy development, or wider (e.g. natural,
industrial) potentials of specific regions to act as engines of green growth and
innovation based on low-carbon economy and clean energy RDI (green hubs/clusters).

e — 2


https://ec.europa.eu/regional_policy/funding/just-transition-fund/just-transition-platform_en

CL/

Policy objectives under such measures tend to focus on compensating regions for specific
energy-related challenges, minimising risks, and developing relevant potentials for green
fransition. The presence of specific types of energy endowments or challenges often results in
the concentration of such support in particular types of locations — e.g. rural, remote, sparsely
populated, Northern most regions; islands; or other areas with the potential to act as ‘green
hubs’. Examples of such measures in EORPA countries are provided below.

N Scotfland: National Islands Plan and Carbon Neutral Islands project. The five-year
", National Islands Plan provides a framework for action to improve outcomes for island
communities. Two of the plan’s strategic objectives are reducing fuel poverty and
promofting clean, affordable and secure energy.’? In recognition of the higher costs
faced by rural, remote and island areas in buying fuel and installing energy efficiency
measures and energy sources such as heat pumps, several related national schemes
have a rural uplift (higher level of grant available). In addition, the Carbon Neutral

Islands project aims to support six islkands to become carbon neutral by 2040 (Box 2).

Box 2: Carbon Neutral Islands project (Scotland)

Six Scoftish islands were included in Scottish Government’'s Carbon Neutral Islands
project launched in 2022: Hoy, Islay, Great Cumbrae, Raasay, Barra and Yell. The
project includes one island from each of the local authority areas with responsibility
for islands in Scotland. The project will help to deliver key commitments in the 2019
National Islands Plan with the aim of creating island-based jobs and supporting islands
to adapt to the negative effects of climate change. The six islands will act as catalysts
for decarbonisation and energy fransition across all Scottish islands.

Scottish Government has been working with Community Energy Scotland to
demonstrate the low carbon energy potential of islands as hubs of innovation in
relafion fo renewable energy and climate change resilience. Specific energy
fransition-related objectives and actions include addressing fuel poverty, and
promoting clean, affordable and secure energy. This is expected to have an overall
positive impact on island economies, facilities and general wellbeing.4°

Source: EoRPA fieldwork 2023

. Wales: Anglesey Energy Island Programme. Established by Isle of Anglesey County
“ Council in North Wales, it is a collective effort between stakeholders within the public,
private and third sectors working in partnership, aiming to put Anglesey at the forefront
of low carbon energy R&D, production and servicing.4! It focuses on maximising the
local employment and socio-economic opportunities from major energy investments

on the island, including major offshore wind farm developments.

Sweden: Strategy for northern Sweden. The Swedish Government is planning for a new
T\ Strategy for northern Sweden which will aim to set the holistic, long-term approach for
the green transition. It will cover a number of areas, including: energy, mines,
competences, community services, housing and infrastructure, and cooperation. It is

3 hitps://www.gov.scot/publications/national-islands-plan-annual-report-2022/pages/3/

40 hitps://www.gov.scot/policies/renewable-and-low-carbon-energy/carbon-neutral-islands/;
https://www.gov.scot/publications/carbon-neutral-islands-project-progress-report/pages/2/
41 https://www.anglesey.gov.uk/en/Business/Energy-Island%E2%84%A2-Isle-of-Anglesey-North-

Wales/What-is-Energy-Island%E2%84%A2.aspx
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based on a wider recognition of the varying potentials as well as challenges of Swedish
regions with regards to green/energy fransition. In this sense, energy-related planning
concerns the opportunities associated with hydropower and the possibility of
expanding other fossil-free electricity production in the North.42

Norway: VAT exemption on energy from renewables for the High North. In Norway,
particular attention of regional policy efforts linked to energy transition is given to the
Northern most regions / islands, due to the challenges linked to exireme climates,
extreme distances and peripherality, leading to high energy demands. At the same
fime, the potential of these areas in exploiting local renewable energy resources is
viewed as a way fo increase their energy self-sufficiency and confribute to mainland
low-carbon energy transition. The exemption from VAT for energy consumption from
renewable sources is an example of ‘broad’ regional policy measure specifically
targeting the High North in view of these opportunities and challenges. Households and
public buildings are exempt from electricity tax whilst private businesses pay a reduced
fee. The availability of low-cost electricity promotes the electrification of buildings and
vehicles, especially as fuel prices rise.

. L

Place-based policies around the development of green hubs/clusters are another example of
spatially-targeted support for developing energy-related potentials of specific territories. These
are closely related to place-based measures under wider innovation and industrial policies, for
instance linked to the development of industrial clusters (see Section 3.2.3). Support tends o
focus on areas designated and developed as hubs for clean growth based on a low carbon
economy and clean energy RD&l - e.g. industrial decarbonisation clusters, sustainable
commercial parks, green technological poles, etc. In many cases this is linked fo the industrial
transformation to future net zero uses / fransition out of carbon-intensive industries, and based
on cooperation between various actors in multiple sectors (e.g. regional/local policymakers,
business/industrial partners, academic/scientific and technological sector, other stakeholders).
Some examples from EoRPA countries include the following.

JAf*.  UK: Programme of Freeports, closely linked to the development of green energy hulbs.
Freeports are new special sites where different economic regulations and some tax and
customs incentives apply; some of these will focus on green/clean energy. For example,
Freeport East (Harwich and Felixstowe) aims to be a green energy hub, providing a
base for the manufacture and roll-out of offshore wind and a new Hydrogen Hub as
part of the East Coast Energy cluster. In Scotland, the UK-wide Freeports initiative has
been re-branded as 'Green Freeports’; among their objectives are promoting
decarbonisation and a just fransition fo a Net Zero economy .43

Af». UK:HyNet North West, a ‘hydrogen’ inifiative, an industrial decarbonisation cluster in the
North West of England and North Wales, which aims to act as a catalyst for clean growth
across the regions from the mid-2020s onwards. The project aims to lead the creation of
a low carbon economy in the region, protecting and creating local jobs and attracting
inward investment, establishing the region as a world leader in clean energy innovation.
It involves both the upgrade to existing infrastructure and developing new
infrastructure, including underground pipelines, hydrogen production plants and storage

42 hitps://www.regeringen.se/debattartiklar/2023/01/en-strategi-for-norra-sverige-och-for-omstallningen/

43 hitps://www.gov.scot/policies/cities-regions/green-ports/
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facilities. The initiative is supported by a number of local authorities and public sector
agencies in England and Wales, as well as a range of industrial and academic partners.44

. Germany: Lune Delta sustainable commercial park, largest of its kind in Germany,
developed as a lighthouse project in Bremen (see Box 3).

Box 3: Lune Delta sustainable commercial park, Bremen (Germany)

Lune Delta sustainable commercial park,
developed by the Bremerhaven Investment
Support & Urban Development Company,
is part of its ‘Green Economy’ strategy
rooted in ‘Future Bremen 2035’ strategy.

Designed as a ‘buffer’ between the largest
nafural profected area in Bremen
(Luneplate) and neighbouring commercial
and industrial area, this site is being
developed as sustainably as possible,
including protection and sustainable
reclamation of the natural area. Lune Deltais to be supplied completely by renewable
energy produced locally. All buildings are connected to local heating network, also
exclusively using renewable energies. Other sustainability concepts underpinning the
park include ecological freatment of waste and waste water, climate friendly mobility,
energy and resource efficiency in companies operatfing on the site. Opportunities for
economic, environmental and social interactions are incorporated through common
spaces, conference rooms, test labs, social and sporting facilities, open green areas.

It is building on a strong research base in the Land in the area of environmental
technology, climate protection and renewable energy, and innovatfion centre for
offshore wind energy. The park will also include a new centre for green economy start-
ups built on sustainable principles, energy sparing and renewable energy principles
and pioneering pilot projects in the field of environmental technology.

The project has received funding under the main German regional policy instrument,
GRW, in two main areas: (i) ‘support for regional management’ — personnel and
material costs for management positions in the areas of green economy and
hydrogen; and (ii) ‘support for commercial parks’ — financial support for a new ‘green
economy’ incubator which will support small enterprises and new start-ups working
with the business objective of climate neutrality.

Source: EoRPA fieldwork 2023 45

3.2.2Energy transition as part of broader regional policy instruments

Dedicated regional policy instruments supporting energy fransition are not universally present
in EORPA countries. Nevertheless, in many cases, main regional policy instruments can support

4 https://hynet.co.uk/about/ (.i

4% Also hitps://www.bis-bremerhaven.de/projekte-und-kooperationen/green-economy.28334.nhtml;
hitps://www.bis-bremerhaven.de/wirtschaftsstandort/green-economy.98316.html; https://areen-
economy-bremerhaven.de/2017/12/lune-delta/
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it by infegrating energy at the level of specific objectives/priorities, eligible activities, or broader
commitments to green goals / sustainability principles.

i Energy priorities and eligibilities under existing regional policy instruments

First, regional policy can support energy transition through including climate and energy related
themes among eligibility or priority areas for support under the existing instruments (which are
often wider in scope than energy issues). This can take place at the level of energy-related
objectives/priorities or eligible activities/expenditure under broader regional support schemes.

Forinstance in Germany, under the main national regional policy instrument GRW (Joint
Task for the Improvement of the Regional Economic Structure), key objectives currently
include ‘accelerating the transition to a climate neutral and sustainable economy’.
Options for funding environmental protection investment which exceeds national and
EU norms (including in relation to energy) have been recently expanded. Eligibilities
include e.g. energy infrastructure (commercial infrastructure support) or investment
activities for supply of own commercial energy requirements from renewable sources.

In Switzerland, ‘climate, energy and biodiversity’ are among key priority areas under
3 the New Regional Policy (NRP). Even though NRP does not finance purely
environmental projects, it can support activities that contribute to a ‘green economy’'.
One specific project example is solar installation in the parking lot of the Jakobsbad
cable car, capable of covering all the cable car’s electrical energy requirements.46

M. Across the UK, many - if not all - City Deals and Growth Deals have energy fransition-
related objectives and support relevant projects. For example in Wales, one of the
objectives of the Cardiff Capital Region City Deal is to support the development of net
zero energy production facilities in the region to give greater energy security and
reduce dependency on ‘imported’ energy.# Swansea Bay City Deal targets low
carbon energy and marine energy, while North Wales Growth Deal targets low carbon
and nuclear energy. Similarly in Scotland, City Region Deals and Growth Deals often
address both regional policy and energy transition concerns. In England, alongside the
City Deals and Growth Deals, all devolution deals agreed to date have included
objectives on Net Zero or clean energy informed by local priorities.

Energy transition is included among key priority areas covered by a variety of other regional
policy instruments, including business aid schemes (NO, PT) or other spatially differentiated
support instruments such as Special Economic Zones -type schemes (IT, PL).

In Portugal, ‘energy and environment’ are among key priority areas supported under
the main business aid schemes; while in Norway, the regional risk loans for SMEs and
entfrepreneurs under the District Funds can include energy fransition goals, with
sustainability pursued as a key goal of regional impact. In addition, Norwegian Green
Investment District Grants support industrial investments in regional aid areas resulting in
a quantifiable environmental impact. The purpose is to support large green investments
and business transitions whilst benefitting local infrastructure and economy.

&

-~

wr

46 https://regiosuisse.ch/fr/climat-energie-developpement-regionalgproject-id=1130
47 https://www.cardiffcapitalregion.wales/wp-content/uploads/2023/04/ccr-reip-2023.pdf
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Under the ‘Special Economic Zones' instruments, energy-related interventions can also
' be included among priority areas — e.g. linked to green urbanisation and improvements

to energy efficiency in the port and industrial areas in Italy or equipment used for the
‘ ' production of fuels and energy from renewable sources in Poland.

In many cases, the relevance of energy objectives under the core regional policy instruments
has increased over time (e.g. GRW in DE, NRP in CH, ESIF co-funded schemes across the EU) —
reflecting a wider rising focus on sustainability and green transition agenda across various
policies. For example the recent reform of the GRW in Germany has led to an expansion of
objectives to reflect the need for more sustainable approaches to increasing locational
attractiveness and competitiveness of regional economic structures, including by expanding
options for funding energy-related investment. In Switzerland, the NPR is expected to further
increase its focus on seizing the opportunities of sustainable development in the three
dimensions of economy, society and environment, while the continuation of the energy crisis
might result in an increased interest for energy transition.

ii Horizontal dimension: mainstreaming green objectives

Closely related to the inclusion of energy priorities / eligibilities under the existing regional policy
instruments, horizontal inclusion of energy goals is another way in which regional policy can
(directly or indirectly) support energy transition. This mainstreaming can be achieved through
the required alignment/compliance of supported projects with green objectives, or through in-
built incentives for projects to contribute to energy goals.

Under a range of regional policy instruments, projects are required to comply with energy or
wider sustainability objectives and/or demonstrate the contribution to achieving specific
environmental outcomes. These considerations can be included at the level of selection
criteria and assessed upon project closure.

Ap».  Inthe UK, projects or investments under the core regional policy instruments (including
the Levelling Up Fund, UK Shared Prosperity Fund, City Deals/Growth Deals) should be
aligned with Net Zero goals and contribute to Net Zero objectives.

‘\
¥

Under the Business Development Grant in Finland, consideration of environmental
aspects has been added as a new awarding criteria. The grant is targeted at projects
which, among other considerations, are assessed to have a significant impact on the
firm's energy and material efficiency.

In Switzerland, investments (e.g. in infrastructure or production facilities and processes)
in NPR farget areas are ‘opfimised’ in terms of climate protection and energy
consumption. Relevant environmental considerations (e.g. justification of why it is not
possible to build to the highest possible energy standard) are included in the project
application (e.g. for building loans).

In Germany, programmes under the federal funding system for structural development
regions will be asked to assess how to infegrate climate neutrality goals, in an extension
of the overall policy focus on supporting the transition to a sustainable economy.

P © +
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More broadly, across the EU, climate mainstreaming requires EU programmes in all

0 policy areas to consider green priorities in their design, implementation and evaluation
phases — with relevant implications for EU co-funded regional policy support for energy
fransition.48

Contribution to energy objectives under regional policy instruments can also be promoted
through incentives. This includes provision of preferential (beneficial) conditions for activities
conftributing to energy transition (e.g. through the easing of award criteria or increased support
rates) or disincentives for non-energy efficient approaches.

Under the reformed GRW in Germany, the funding condifions are eased for business
investment projects which result in a reduction of the firm’s CO2 emissions by at least
20% through increased energy efficiency or reduction of direct emissions by the end of
the investment period. For ‘commercial infrastructure support’ and ‘measures to
increase locational aftractiveness and competitiveness’, rise from 60 to 90% of eligible
costs is available if the measure “contributes to the necessary transformation to a
climate neutral and sustainable economy e.g. the revitalisation of old industrial sites”.

of industrial or energy fransition can benefit from increased support intensity. Overall,
competitiveness-related investments that take info account sustainability and climate
action criteria (e.g. aiming at the reduction of GHG emissions) are prioritised.

@ Under the business innovation aid scheme in Portugal, SME projects linked to the themes

i B 'n Sweden, a proposal for a new bonus/disincentive system has been developed for
N 4 the awarding of the future Transport Grant. This relates to the possibility of rewarding for
climate-efficient fransport choices and reducing the grant for non-efficient transport.

iii Cohesion Policy t O |

At EU level, Cohesion Policy is one of the key fools for supporting transition to a carbon-free
economy across regions and is the main EU policy instrument to address the related structural
changes. Its conftribution to energy transition combines both of the above approaches —
supporting energy priorities / eligibilities, and mainstreaming climate & energy actions.

It provides significant support to energy fransition through investments in areas supporting the
Energy Union objectives,# e.g. focusing on: energy efficiency in buildings and enterprises; R&l in
the energy and low-carbon sectors; renewable energy; smart energy infrastructure and
distribution systems; energy-efficient tfransport sector; and support to coal regions in transition.
These themes have been supported through a range of thematic/policy objectives, including
(but not limited to) TOs 4 (low-carbon) and 7 (fransport and energy networks) in 2014-20 and
PO2 (Greener Europe) in 2021-27.

48 https://commission.europa.eu/strategy-and-policy/eu-budget/performance-and-
reporting/horizontal-priorities/areen-budgeting/climate-mainstreaming_en;
https://commission.europa.eu/system/files/2022-

06/swd 2022 225 climate mainstreaming_architecture 2021-2027.pdf

49 https://cohesiondata.ec.europa.eu/stories/s/Cohesion-policy-supporting-the-Energy-Union-2014-
2/eczs-qij5/#6.-further-reading
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The ESIF seek to mainstream climate and energy considerations into territorial development
strategies. Their contribution to climate and energy objectives is ensured through various
regulatory mechanisms, including the budgetary targets for climate spending and enhanced
mainstreaming of green priorities, achieved e.g. through:

e Climate-related thematic concentration — the earmarking of funding for low-carbon
priorities as a primary vehicle for promoting sustainable actions across programmes.s0

e Energy-related ex-ante conditionalities (2014-20) / enabling conditions (2021-27), e.g.
linked to implementing environmental directives (on energy efficiency or buildings
energy performance) or alignment of support with national energy & climate plans.

e Other environment and climate related requirements and incentives, including the ‘do
no significant harm’ principle,>' climate bonus,*2 climate adjustment mechanism, and
climate proofing of investments in infrastructure.’4 Focus on energy efficient and
sustainable actions can also be supported by selection criteria, with either obligatory
requirements in project calls or with criteria that give preference to projects that fulfil
sustainable development requirements.

The relevance of Cohesion Policy strategic frameworks and funding for supporting energy-
related investment ranges significantly across EORPA countries. In some, ESIF represent a key
tool and financial source for implementing the national and regional strategies and actions in
the area of energy fransition (e.g. PL, PT). In Poland and Portugal, where Cohesion Policy
provides the main strategic framework for regional policy, over time programmes have seen a
stronger horizontal infegration of climate concerns and growing focus on priorities related to
clean energy and low-carbon economy. Significant resources have been allocated to a wide
range of energy objectives — covering e.g. energy efficiency, renewable energy production,
low carbon mobility, and energy infrastructure — under both national and regional OPs. In other

%0 |n 2014-20, this implied a mandatory minimum spending by Member States of between 12 and 20% of
national ERDF resources for low-carbon economy projects. In 2021-27, this is materialised through a
thematic concentration of atf least 30% for actions targeting a net zero carbon economy, as well as Fund-
specific climate targets — reflecting the intensified focus on climate mainstreaming.

51 The general principle was already promoted in 2014-20, with managing authorities being advised to
undertake actions to avoid or reduce environmentally harmful effects of interventions. This has been
further reinforced as a criterion in the 2021-27 period under the EU Sustainable Finance Taxonomy
regulation, published in 2020 as a framework to facilitate sustainable investment. An activity is considered
fo do significant harm to climate change mitigation if it leads fo significant GHG emissions. Similarly,
significant harm to climate change adaptation includes an increased adverse impact on the current and
expected future climate, on people, nature, and assets.

52 Introduced by the RRF regulation, as an incentive mechanism for Member States to prioritise investments
that credibly increase the impact of the climate objective. Member States can claim an additional three
percent to reach the 37 percent minimum ‘green’ earmarking. If applied to a Member State’s Recovery
and Resilience plan, it can also be applied to Cohesion Policy funds.

53 Allows the agreement of remediation measures in the annual review, when Member States or regions
are showing insufficient progress fowards reaching the climate confribufion tfarget/thematic
concenfration.

>4 |.e. preventing these from being vulnerable to potential long-term environmental and climate impacts
whilst ensuring the DNSH principle is respected and the level of associated GHG emissions is consistent
with the climate neutrality objective in 2050.
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countries, the role of ESIF programmes in supporting areas such as energy efficiency (AT, Fl, IT)
or energy-related R&D (AT, Wal) has been specifically highlighted.

3.2.3 Place-based approaches to energy transition under wider policies

Apart from regional policy, other, wider (sectoral) policies often pursue objectives linked to
energy transition, taking account of spatial considerations of this process and recognising the
regional dimension of the relevant needs, challenges and opportunities. Such place-based /
regionally differenfiated approach can be pursued under a variety of wider / sectoral policies,
including climate, energy & environmental planning, industry, innovation, infrastructure/
fransport, spatial planning, and other policies. These often recognise the need for spatially
differentiated measures in relation to various dimensions of energy transition. Their role can be
particularly high in countries where there is no regional policy as such / regional development
is addressed by a complex mix of sectoral and planning policies (AT, NL), or where regional
policy does not outline direct support for energy transition (Fl, IT, NO, SE). At the same time,
across all countries various sectoral policies with relevance for energy fransition tend to include
territorial considerations to varying degrees — with some examples provided below.

National climate, energy and environmental planning strategies and programmes (which often
underpin or have close links to other policy areas including spatial and industrial planning and
wider economic development) often recognise the regional dimension of energy fransition,
and highlight the role of the sub-natfional level and regional development policies in addressing
the related place-based / spatially differentiated challenges.

4. |n the Netherlands, the National Environmental Planning Strategy (NOVI) is an example
- of (economic) development policy with a regional component that supports the
energy transition. ‘Climate adaptation and energy transition’ is one of the core
priorities, which is supported by several policy instruments including North Sea
programme 2022-27,55> Main Energy Structure Programme,%¢ National agenda Charging
Infrastructure,” and National Programme Regional Energy Strategy (RES) (Box 4). Since
regions play in increasing role in addressing major societal challenges, NOVI works with
different regional divisions, including the eight NOVI regions helping with the major
fransitions and spatial challenges. Several NOVI regions support energy transitions
(including Rotfterdam, Amsterdam and North Sea Channel, Groningen, Zeeuws-

55 Supports the energy transition by planning the installation of wind farms in the North Sea and the relation
between wind energy and spatial economics development of neighbouring parts of the country and the
spatial influence on land.

5 Focuses on national structures of the energy system, by looking at the complete process chain and
includes all parts of the structure (materials, electricity, warmth and heath) that require national
environmental planning.

57 Aims to ensure that consumers have easy access to a reliable charging infrastructure for electric cars.
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Vlaanderen coastal area), for instance through promotfing sustainable energy
generation, the landing of offshore wind, and smart use of residual heat from industry.

Box 4: National Programme Regional Energy Strategy (the Netherlands)

Since 2019, the national programme Regional Energy Strategy (RES)
has been developed,s to support regions in the energy transition N
process. Currently, 30 regional partnerships are working with societal g
partners (civil organisations, businesses, environmental organisations,

grid operators) on a multi-annual natfional programme that NG

franslates the Climate Agreement (2019) into regional energy : &
challenges. Provinces, water boards and municipalities have to 5
agree to a RES that fits their bespoke provincial and municipal

environment planning straftegies in consultation with the following sectors: electricity
and built environment; industrial clusters; mobility; agriculture and land use.>

The 30 energy regions are working on generating sustainable energy on land. All
regions together aim to generate at least 55 TWh of large-scale sustainable electricity
by 2030 - i.e. 70% of all electricity should be generated from reusable sources.

Source: EoRPA fieldwork 2023

Many national energy strategy goals and targets have a territorial focus through regional
energy and climate sirategies and programmes. These consolidate energy priorities and
actions at regional level, and reflect regional challenges, potentfials and needs — helping
mobilise regional capacity for specific energy transition measures and contribute to national
energy objectives. Some examples are outlined below.

4 In Wales, new regional energy strategies, along with regional economic frameworks,
“ should play a key role in creating energy fransition route maps and identifying regional
" 7 priorities. In Scofland, regional energy fransition plans are being developed. For
’ ‘ example, the South of Scotland Energy Transition Plan will build on the fact that the
£ 2 region is home to important cross-border energy transmission infrastructure, has the
potential to be the site of hydrogen infrastructure, and is an exporter of power.

and strategies, including climate road maps, setting out the means for the regions to
become carbon neutral by 2030 or 2035 at latest. Wider initiatives include
municipalities’ energy efficiency agreements supporting national energy goals.¢0

l In Finland, at regional level, there are various environmental and climate programmes

IR In Portugal, local and regional energy and environment agencies support national
‘3) energy transition efforts by promotfing energy efficiency and development of
renewable energy at municipal, infer-municipal and regional level.

58

https://denationaleomgevingsvisie.nl/programma-+novex/nationale+programmas/nationaal+program
ma+regionale+energietsirategie+n/default.aspx

59 Handreiking Regionale Energie Strategieén, December 2018
https://vng.nl/files/vna/handreiking res versie 21-12-2018.pdf; https://www.regionale-
energiestrategie.nl/resregios/default.aspx

60 Energy Efficiency Agreements (2016) Municipalities’ Energy Efficiency Agreement, 14
October 2016
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https://www.regionale-energiestrategie.nl/resregios/default.aspx
https://www.regionale-energiestrategie.nl/resregios/default.aspx
https://energiatehokkuussopimukset2017-2025.fi/wp-content/uploads/2020/02/Municipalities%E2%80%99-Energy-Efficiency-Agreement-2017-2025.pdf

In Austria, the National Energy and Climate Plan provides an overview of the climate
and energy strategies of all the provinces and indicates if the specific energy transition
themes (energy autonomy, renewable energy, GHG emissions, energy consumption,
energy efficiency, transport, energy spatial planning) are addressed quantitatively,
qualitatively or not at all. In addition, measures financed under the Climate and Energy
Fund have a clear regional dimension (Box 5).

Box 5: Climate and Energy Fund, and Climate and Energy Model Regions (Austria)

The Climate and Energy Fund (KLIEN)¢' supports the Federal
Government in its efforts fo implement sustainable energy supply,
reduce GHG emissions, and implement the climate strategy, by
driving the fransition from a central, fossil energy supply system
tfowards a smart regional energy mix. It supports energy-related
research projects, environmentally compatible fransport projects,
and measures to bring climate-friendly energy technologies to the market.

The Climate and Energy Model Regions programme ¢2 funded 3
Klima- und Energie-

by KLIEN, co-funds regional climate protection projects and Modellregionen
the model region management in 124 climate and energy Wi gestalten die Energiewande v
model regions (KEM) in 1134 municipalities. KEM pursue a long- ‘

term vision of 100% exit from fossil fuels, based on regionally-

based clean energy production from sun, wind, water and bio-energy, and should
become role models for other regions. Projects are implemented in areas including
renewable energy, energy consumption reduction, sustainable building, mobility,
agriculture, and awareness raising. Regions are selected each year under a specific
thematic heading, the past years focusing on the fopics of tourism; bioeconomy and
circular economy; and, most recently (2022-23), transition out of oil and gas.¢3

Source: EORPA fieldwork 2023

81 https://www.bmk.gv.at/en/topics/climate-environment/climate-protection/climate-energy-fund.html

82 hitps://www.bmk.gv.at/en/topics/climate-environment/climate-protection/climate-energy-fund.himil;
https://www.klimaundenergiemodellregionen.at/modellregionen/liste-der-regionen/

63 Each year, regions can apply to become a focus regions under a selected thematic heading. In 2022-
23, the theme was “Out of oil and gas”. All Austrian regions, including KEM regions, are eligible, as long as
they covering a minimum of 2 municipalities or 1 municipal district and have between 10,000 and 250,000
inhabitants. The application must come from municipalities or other public organisations, without any
private participation. The application process was in two stages. A first concept has to be submitted unfil
February 2023, containing: (i) General description of the region; (ii) Inifial situation of the region, including:
inventory, in parficular with regard to the generatfion potential of renewable energies, existing
dependencies on fossil energies, business base, existing infrastructure and networks, relevant economic
activities and projects implemented by public actors; (iii) Objectives; (iv) Outline of atf least 10 planned
measures; (v) Description of the stakeholders involved. A jury then selected the three highest-rated
applications. In the second stage of the tender, these three regions developed a detailed package of
measures. The development of the concepts is co-financed by KEM programme funds a maximum of
€10,000. The implementation of the measures started in Q3 2023 and will run until Q3 2026. There is an
overall maximum budget of €] million. Source: https://www.klimafonds.gv.at/wp-
content/uploads/sites/16/Leitfaden Schwerpunktregion KEM 2022.pdf
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In Italy, all regions prepare a regional plan for the use of renewable energy sources,
‘ ’ which must be in line with the national energy plan. Regional Energy and Environmental

Plans are the main instrument supporting energy transition at regional level, and are

often co-funded by European funds, along with state and regional resources (Box 6).

Box 6: Emilia-Romagna Regional Energy Plan (ltaly)

The Regional Energy Plan of Emilia-Romagna establishes the strategy and objectives
of the region for climate and energy up to 2030. It focuses on strengthening the green
economy, energy efficiency, renewable energies, fransport, R&l and fraining. The Plan
adopts the European climate and energy objectives as a driver for development of
the regional economy. The priorities focus on decarbonisation measures where
regional infervention can be more effective (mobility, industry, residential, terfiary and
agriculture sectors). The implementation is supported by resources from the NRRP, the
European programming 2021-27, state and regional resources.s4

Source: EoRPA fieldwork 2023

Table 4: Energy strategies at regional level (selected examples)

AT  Land-level climate and energy strategies

FI Energy efficiency agreements, regional climate road maps
IT Regional energy & environmental plans, regional energy balance, sustainable energy
action plans

NL Regional energy strategies (RES)

NO Regional climate & energy plans / regional plans for energy fransition & green industry
Sco Regional energy transition plans

Wal Regional energy strategies

ii Spatial planning

Closely linked to climate and energy policies, spatial planning also plays an important role in
supporting regional energy transition efforts. Spatial planning frameworks promote the
territorialisation of energy objectives and policy actions in regional, local and urban plans.

4. For example in Austria, where integrated spatial and energy planning focuses on the
- territorial dimensions of energy consumption and energy supply, spatial planning is
viewed as a major field of activity for energy transition.¢> The Austrian Spatial
Development Strategy (OREK) emphasises climate-related issues, identifying increasing
demand for energy among the main megatrends with high relevance for spatial
development. Energy was the thematic focus of one of 14 ‘implementation
partnerships’ to implement the past edition of OREK.6¢

Alls. The Dutch Multi-Annual Programme for Infrastructure, Spatial Development and
- Transportation focuses on climate, energy and circularity among its main objectives.

64 https://energia.regione.emilia-romagna.it/piani-programmi-progetti/programmazione-
regionale/piano-energetico-
per#:~:text=1a%20riduzione%20delle %20emissioni%20climalteranti,e%20a1%2027 %25%20a1%202030

65 hitps://www.oerok.gv.at/fileadmin/bestellservice/publikationen pdf/192 kurzfassungEN.pdf
66 https://www.oerok.gv.at/raum/themen/energieraumplanung/energieraumplanung-2
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iii

Innovation & industrial policy

Regionally differentiated or spatially focused measures for energy fransition are also pursued

under innovation or industrial (cluster) development support measures — which are closely

linked to the place-based policies around the development of green hubs (Section 3.2.1).

i
2 3

iv

In Norway, funding for industry clusters and projects in line with regional development
plans is provided under a three-year (2023-25) investment to promote green value
creation in regions, administered by Innovation Norway. It supports green regional
industrial growth via the *hub-node’ and cluster projects, focusing on connecting small,
new, business/industry clusters (nodes) with larger more established clusters (hubs) to
address issues related to energy efficiency and innovation in sustainable practices.

In the Netherlands, energy fransition is one of the key societal challenges and a mission
driven top sector under the Mission-driven Top Sectors and Innovation policy, with 18.5%
of the total budget dedicated to energy and climate between 2020 and 2023. In
addition, the National Programme for Industrial Clusters (PICLS) supports effective
implementation of energy infrastructure for six major industry clusters in Dutch regions.

In the UK, policies around the development of industrial clusters feature a place-based
approach to the opportunities arising from investment in renewables. The opportunities
offered by energy transition to specific locations in the UK with existing industrial bases
feature strongly in wider government strategy on Net Zero. For example, UK
Government’s Ten Point Plan for a Green Industrial Revolution$” and Net Zero Strategysé
announced support for CCUS cluster development in four industrial clusters or ‘super
places’ across the UK. Similarly, hydrogen development clusters have been launched
in industrial areas (e.g. the Holyhead Hydrogen Hub), and government investment in
offshore wind ports (as in Humber and Teesside) is viewed as creating major
opportunities in coastal communities around the UK.

Skills development

Place-based approaches to skills development in the context of green transition are also

pursued through dedicated policies and strategies. For example:

o

D

In Wales, Regional Skills Partnerships and Regional Employment and Skills Plans play a
key role in identifying regional priorities for reskiling, upskiling and new skills
development. Skills and employment related to energy fransition and decarbonisation
have been given high priority in the emerging strategies e.g. related to offshore wind
and marine energy in North Wales.

Similarly Scotland’s Climate Emergency Skills Action Plan has a place-based approach,
recognising that a one-size-fits-all approach to skills development is not appropriate in
the context of green transition, and that city and rural areas have different needs.

¢ HM Government (2020) The 10 Point Plan for a Green Industrial Revolution, November 2020,
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment data/file/93

6567/10 POINT PLAN BOOKLET.pdf

68 HM Government (2021) Net Zero Strategy: Build Back Greener, October 2021
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Box 7: Regional Pathfinders pilot projects (Scotland)

R The Pathfinders pilot projects are taking a regional approach to skills needs
;;’\(N . assessment in Scotland in the context of the Climate Emergency Skills
&) .Q';.‘ Action Plan. The pilot in North East Scotland includes the National Energy

&  Skills Accelerator (NESA) — Energy Transition Skills Interactive Pathway, a
collaborative initiative between several universities and colleges and Skills
Development Scotfland. The pilot aims to develop an interactive pathway tool enabling
individuals to identify qualifications needed for specific jobs in the low-carbon energy
sector and outlining available opfions to undertake these qualifications in the region.¢?

N
PATH

Source: EORPA fieldwork 2023

The ongoing energy crisis, exacerbated by the war in Ukraine, presents a major global
challenge, with significant macroeconomic and fiscal implications across different parts of
Europe, and calls for regionally differentiated policy responses due to the spatially unequal
impacts. At the same time, so far it appears to have had a relatively limited impact on energy
fransition support within regional policy across EORPA countries. In most cases, the energy crisis
did noft result in any major changes, with the main regional policy support instruments keeping
their commitment to the long-term objectives and priorities in the energy field (Table 5). Where
changes have taken place, they have been mostly driven by the wider climate agenda rather
than energy crisis specifically (e.g. DE).

Table 5: Approach to energy transition support within regional policy: impact of energy crisis
Overall continuity AT, CH, FI, NL, NO, PT, SE

Temporary shift in shorter-term focus/priorities but confinuity in IT, PL
longer-term objectives/commitments

Radical rethink of the overall approach -

Several factors explain this overall continuity, including: clearer variation of impacts at national
rather than regional level, reflecting characteristics of the natfional energy systems (e.g.
reliance on energy-intensive industries and imports of fossil fuels from Russia); prevalence of
national macroeconomic and sectoral policy responses to the energy crisis; structural, long-
term nature of regional policy support/objectives.

At the same time, the crisis has had a wider impact on the overall policy thinking about energy
priorities, with shorter or longer-term implications for various policies, including potentially
regional policy. These include:

69 https://www.sfc.ac.uk/skills-economic-transformation/regional-skills-development/pathfinders-
regional-pilots.aspx
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Reviewing the use of energy sources given the disruptions to supply, including a short-
term increase of focus on supporting fossil fuel production or deviation from phasing out
schedules (NL, NO, PL). For example in the Netherlands, the closure of the coal plants
has been delayed, with no new closure date in place at the time of writing.” Similarly
in Poland, the use of coal-based sources as a bridging technology had to be increased
given supply disruptions. The crisis has also pushed Norway to increase its natural gas
production and exports to assist with securing stable energy supplies across Europe. At
the same time, the longer-term need to shift reliance onto renewable energy has been
emphasised. For instance in order to secure future energy supply and demand the
Norwegian government has scaled up its ambitions for offshore wind power. The role of
hydrogen (e.g. Fl, NL, PT, UK) and critical raw mineral mining (e.g. Fl, NO) in supporting
energy security and the transition to clean energy has also been highlighted.

Highlighting overall importance and urgency of green energy transition. The crisis has
underlined the need to prioritise and accelerate green fransition, emphasised the
urgency of shifting to alternative energy sources, and gathered pace for investments
in renewable energy. Although energy transition has been an important long-term
priority in all EORPA counfries, it has gained more momentum due to the crisis.

Emphasising the need to change the approach to energy fransition, by prioritising
dimensions such as security of supply, energy self-sufficiency and autonomy, further
diversification of supplies, greater technological diversification and extension of
capacity based on national resources.

In terms of concrete policy responses to the energy crisis, most measures have been adopted
at national level, with limited regional component / spatial targeting and a limited role for

regional policy. They have focused on:

©
=

fd'"‘:i
&)

Cushioning the impact of energy price increase on households and businesses, e.g.
through incidental top-ups for low-income households (NL), short-term cost protection
schemes for electricity costs (SE), direct electricity subsidies to households/industry (NO).

Supporting businesses, e.g. to guarantee liquidity and access to finance for companies
facing economic challenges due o the severe increases in naftural gas and electricity
prices, for example under the EU Temporary Crisis and Transition Framework to further
support fransition towards net-zero economy.

Measures to reduce energy consumption (CH, Fl, NL, SE) and promote energy efficiency
(NO, SE), e.g. through financial assistance to individuals replacing fossil-based heating
(CH), energy coaches helping households cut their energy bills (NL), or public
awareness campaigns around reduced electricity usage (Fl).

While most of these policies are predominantly natfional in scope, some measures have a

degree of spatial targeting or regional considerations in mind. For example:

70 Coal plants working on full speed again hitps://nos.nl/collectie/13871/artikel/2433434-kolencentrales-
weer-op-volle-kracht-hoe-erg-is-dat-voor-het-klimaat-en-wat-levert-het-op
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e InSweden, the compensation scheme to help cover electricity costs of households has
a specific spatial targeting in the southern and central regions.

e In Norway, the recent nation-wide push for accelerating transition from the oil and gas
industry fowards the offshore wind power production finds a regional expression in the
natural spatial focus on the Western part of Norway.

In addition, some degree of territorial differentiation or spatial targeting can be present in
National Recovery and Resilience Plans (NRRP), as a crucial instrument for addressing
challenges linked to the energy crisis and energy fransition more widely (Box 8). For example
the Italian NRRP places an important focus on energy incentives, taking info account the
disparity between the energy potentials and needs of northern/central and southern regions.

Box 8: RRF supporting energy transition and responding to the energy crisis: regional dimension

The EU Recovery and Resilience Facility (RRF) is an important source of funding for
supporting energy transition and countering the effects of the energy crisis. It promotes
investments and reforms in the areas of energy efficiency, clean power and energy
networks, and implements the REPowerkEU Plan to rapidly reduce dependence on
Russian fossil fuels and fast-forward the green transition. The natfional recovery and
resilience plans (NRRPs) have a strong focus on energy, investing €88.49 billion (17.9 %
of their resources) in this policy area.”!

While an explicit territorial dimension of the RRF is often limited or absent and
objectives follow a ‘sectoral logic’, there is an important indirect impact on regional
development and cohesion arising from NRRP spending on infrastructure gaps and
connectivity deficits, including with regards to energy (e.g. urban energy poverty /
energy efficiency / heating, sustainable urban mobility, housing), which tend to be in
disadvantaged regions, urban neighbourhoods and other localities. In addition, the
natfure of investment support included in some NRRPs implies spending in specific types
of territories. Examples include support for revitalisation of former industrial areas;
fransition of areas affected by phasing-out of coal/lignite; and measures related o
mitigating climate change.’?

Source: EORPA 2023 research
Finally, there are also cases of regional policy measures infroduced directly in response to the

energy crisis. The GRW Special Programme ‘Accelerating the Transformation in East German
Refinery Sites and Harbours’ in Germany is a notable example (see Box 9).

71 D' Alfonso (2022) Energy policy in the national recovery and resilience plans, EPRS briefing

72 Bachtler J and Dozhdeva V (2021), The Recovery & Resilience Fund: an economic stimulus at the
expense of territorial cohesione, EPRC blog, June 2021
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Box 9: GRW Special Programme ‘Accelerating the Transformation in East German Refinery Sites
and Harbours’ (Germany)

In Germany, the cenfral response directly to the
energy crisis in regional policy terms has been
the infroduction of the GRW Special
Programme ‘Accelerating the Transformation in
East German Refinery Sites and Harbours' in
September 2022.

This is part of a comprehensive Future Package
of structural and economic measures to support
eastern German refineries and ports in the
context of the energy crisis and the disruption
and subsequent embargo of oil supplies from
Russia. The two East German refineries at Leuna
and Schwedt were particularly badly impacted
as they were wholly supplied by Russian oil until
the start of the conflict in Ukraine, as well as a
number of east German harbours dependent
on these refineries and which needed to
expand to receive alternative oil exports. The
Package has three main objectives: (i)
maintaining security of supply; (i) safeguarding
employment and growth in affected regions;
and (i) strengthening the future viability of the
regions.

A core component is the GRW Special Programme, which will run over 2023-32. It is targeted at the
administrative districts in which the refineries are located: Uckermark in Brandenburg and Saalekreis
and Burgenlandkreis in Sachsen-Anhalt. In addition, Rostock city, Rostock district and the
Vorpommern-Greifswald district in Mecklenburg-Vorpommern are eligible. Investment should
contribute, in particular, fo an accelerated transformation info ‘green energy harbours’ of the
largest Baltic sea harbours in Rostock which are particularly important for the supply of crude oil to
the east German population and economy. Eligible activities are those included under the GRW
e.g. business investment support, commercial infrastructure, and further measures to support the
locational competitiveness and attractiveness of the regions.

In addition to the GRW Special Programme, the overall package of support provides a number of
other measures including:

e infrastructure measures to ensure supply of gas, crude oil and coal from non-Russian sources
including an upgrading of the Rostock-Schwedt pipeline;

e employment measures fo help prevent job losses;

e ofher measures to encourage more rapid fransformation including: (i) additional federal
resources for regions eligible for the GRW Special Programme to confinue projects threatened
by rising costs; (i) addifional support for the use and development of existing refinery and
fransport infrastructure for the production of renewable power; (iv) extension of structures for
supporting innovative start-ups; (v) support to greenfield investors for the GRW Special
Programme regions.

Source: EORPA fieldwork 202373

73 Source of the map: Federal Ministry for Economic Affairs and Climate Action. Note: Areas outlined in
red are eligible under the GRW Special Programme for “Accelerating Transformation in East German
Refinery Sites and Harbours”.
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4 ENABLING FACTORS & BARRIERS FOR EFFECTIVE SUPPORT

As discussed in the previous section, there is great variation in the nature and sources of policy
support for energy transition at regional level and/or under regional policy. Nevertheless,
several common factors have been highlighted as important for the effectiveness of policy
support for energy transition in a regional development perspective. These include: strategic
mainstreaming; place-based approach, engagement and participation; policy coordination;
capacity and capacity-building; and regulatory frameworks.

Core strategic frameworks for energy and regional development can include a recognition of
a regional dimension of the energy transition process (in terms of impacts, opportunities and
risks) and the need for spatially-differentiated / place-based policy responses. This helps frame
and support policy efforts aimed at promoting energy transition in a regional development
perspective, and can include:

e embedding energy objectives/priorities as part of regional development strategies at
national and regional level;

e inftegrating spatial considerations into energy and climate strategies; and

e recognising the links between energy policy objectives and accompanying regional
policy support in other strategic frameworks, e.g. wider economic development
strategies or other sectoral development strategies.

Across several EORPA countries, core regional development strategies consider regionally-
differentiated energy transition challenges and opportunities (e.g. FI, NO, PT, SE, UK), and
recognise the strong linking of energy policy goals with accompanying regional siructural
support (DE, NO, PL, UK). This includes the acknowledgement of an important role of the sub-
national level and regional policy efforts in driving energy fransition processes.

In both Finland and Sweden, the core regional development strategies address energy

fransition issues at the level of policy priorities, noting spatially differentiated economic
ik opportunities in relation to energy and climate, e.g. for fossil-free electricity production
\ and clean technology exports.

«@». Inthe UK, arange of policy strategies address both regional policy and energy transition
concerns. These include Regional Economic Strategies in Scotland and regional
economic frameworks in Wales, where climate change and decarbonisation are key
components. The 2022 Levelling Up White Paper lists fransition to Net Zero as one of the
important future structural factors driving the UK's economic geography, and
recognises place-based challenges and opportunities arising from energy fransition.

In Poland, the main territorial plans, including regional development strategies, identify
' energy fransition challenges, objectives, and required results in three areas (economic,
social, spatial). Some regions put in place ambitious arrangements to identify the
opportunities of low-carbon development by mainstreaming climate and energy
action, e.g. through project selection criteria focusing on green fransition objectives.
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In Norway, arecently published White Paper ‘A good life in all of Norway — district policy
for the future’ highlights the importance of close links between regional and energy-
related policies. It notes that “district policy must work hand in hand with climate policy
and green transition™, including in pursuit of both cohesion and energy transition goals.

L
W

. Similarly in Germany, the strong linking of energy policy goals with accompanying
regional structural support is seen in a number of relevant strategic frameworks. They
advocate a place-based approach to addressing the challenges of regions
undergoing fransition, and stress the importance of comprehensive policy responses at

the interface of regional and energy policy:

“The implementation of energy and structural policy measures will be aligned in
terms of content and timetable 74

Many energy and climate strategies also integrate spatial considerations and recognise the
regional dimension of energy transition, e.g. through considering spatially differentfiated
challenges and place-based policy responses, or translating national energy goals into
regional priorities through regional energy strategies/programmes (see Section 3.2.3).

4.2 Place-based approach, engagement & participation

The recognition of regionally uneven potentials, challenges and impacts of energy transition is
crucial for achieving balanced socio-economic and territorial development in the affected
regions. This highlights the importance of taking account of the individual circumstances of
each region and possible implications for regional socio-economic development when
designing policy support measures. This requires a more place-based approach, as well as
active regional engagement, involving:

autonomy and flexibility in how they respond to energy transition issues, including
through decentralising power and decision-making;

@ Engagement of regional/local authorities: giving sub-national authorities more
Supporting community and citizen engagement: making sure the local community is
actively involved in the transformation process.

Such approach helps target support to the particular regional circumstances (energy-related
needs, challenges and opportunities), and enhance public support, social acceptance,
ownership, and commitment to the fransformation process and its consequences.

Ap». In the UK, changes to the governance model is one of main levers foreseen in
B combining energy transition objectives and levelling up objectives. The Government’s
48 focus is on decentralising power and decision-making to the level of combined
authorities/different groupings of local and regional authorities, allowing them to define
needs and opportunities in a place-based way at the local level. As a result, regional
policy priorities for energy transition are largely developed at regional level within
bespoke individually-negotiated regional deals or economic frameworks/strategies. A

74 BMWK (2019) Eckpunkte zur Umsetfzung der strukturpolitische Empfehlungen der Kommission
"Wachstum, Strukturwandel und Beschdftigung” fir ein “Strukturstérkungsgesetz Kohleregionen”, p.3
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locally-led approach and empowering local decision-making is advocated as being
better placed to identify energy-related challenges and opportunities and bring the
economic and social benefits to the regions.”s

In Germany, regional policy support to coal regions is characterised by different
approaches to the use and targeting of the funding, reflecting the very different starting
positions and nature of coal mining in each Land. More broadly, relevant policy
documents advocate a place-based approach, to reflect the particular
circumstances of each region and “provide ownership for the people in the region to
increase the level of societal and identity buy in":

“Only then can the right path be chosen from a wide range of potential scenarios
which builds on specific strengths and potentials and has the best possible chance of
success.”’¢

The Ldnder also encourage regionale Konferenzen involving local governments and
other stakeholders in the development of projects. Under the STARK programme,
projects should help people in the coal regions support and actively shape the process
of change in the broadest sense:

“The transformation process will only succeed if is owned and supported by the
majority of the population.”””

In Norway, many regional authorities are adopting climate and energy plans based on
regional interests. Policy instruments supporting energy transition also address regionall
opportunities and challenges — e.g. under the regional restructuring funds directed by
Innovation Norway, municipalities provide note of priority areas where they wish to
receive exira funding incentives, which aligns with local needs. Generally,
municipalities, as ‘an active conftributor’ in the transition to a low- and zero-emission
society, are instrumental in balancing out the interests of different local stakeholders
affected by transition (e.g. reindeer husbandry and other affected industries).

In Finland, there are various energy-based initiatives with a focus on local and regional
engagement, which can conftribute to increasing support and capacity for specific
fransition measures. Since 1990, the government has engaged in energy efficiency
agreements with different sectors, industry, and municipal actors, which support the
cohesive implementation of national energy conservation goals.’8

In Poland, there is also a growing emphasis on place-based responses to energy
problems, although capacity issues are also highlighted. Policy support for coal regions
places animportant emphasis on ‘fairness’ in the transition process (not leaving anyone
behind), and the principle of participation (i.e. grassroots transition conducted
locally).”? Increasing attention is paid fo issues such as how to ensure inclusive,
participatory processes of policy design and delivery — including for marginalised

75 Innovate UK (2022) Accelerating Net Zero Delivery

76 BMWK (2019) Eckpunkte zur Umsetzung der strukturpolitische Empfehlungen der Kommission
"Wachstum, Strukturwandel und Beschdftigung” fur ein “StrukturstGrkungsgesetz Kohleregionen”, p.5

77 STARK programme (Strengthening the Transformation Dynamic and Transition in Mining Regions and
Coal Power Stations)

8 Energy Efficiency Agreements (2016) Municipalities’ Energy Efficiency Agreement, 14 October 2016

79 Nowakowska, A.; Rzenca, A.; Sobol, A. Place-Based Policy in the “Just Transition” Process: The Case of
Polish Coal Regions. Land 2021, 10, 1072.
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communities — and reach consensus between individual preferences and collective
behaviours of individual stakeholder groups (consumers, companies, and investors).

Various mechanisms help ensure that local stakeholders have a say on energy matters relevant
for their region and community and play an active role in energy fransition, including municipal
approval or input in the allocation of licencing/permitting (e.g. Fl, IT, NO), cross-party energy
agreements (Fl), and various consultation / digital democracy platforms (NL, NO).

i In Norway, strengthening municipalities’ role in energy decisions is viewed as helping

Aw mitigate controversies and encourage a collaborative approach sensitive to regional
circumstance. The new White paper on wind energy provides regional authorities more
input in the allocation of wind farm licenses.8% In Sami areas, consultation will also be
required with the Sami parliament alongside regional authorities. In  addition,
municipalities will have a greater opportunity to interact with private parties and
request more comprehensive environmental and societal impact reports.8!

Similarly in Finland, a recent revision of the Mining Act focused on improving local
engagement, by introducing the requirement for municipal planning approval before
licence allocation, and the intensification of environmental and social surveying.

In the Netherlands, citizens and businesses play a big part in the choices that
government take concerning energy fransition, which is needed to stimulate the
support for policies. One way of citizen participation in the energy fransition is by using
the CitizenLab-platform (see Box 10).

O+

Box 10: CitizenLab-plaiform: engaging communities in energy transition (the Netherlands)

CitizenLab is a platform for digital democracy, that helps regions involve communities
in the transition to greener energy and support local sustainable initiatives. Examples
of participation include:

e In Utrecht, a group of 50 citizens meets five fime per year to discuss local climate
policy, from mobility and energy to public green places. The local youth panel is
also involved in the discussions. Their input forms the base for a survey for all citizens
of Utrecht and is presented via the CitizenLab platform.

e Texel and Houten use CitizenLab to hold a survey amongst citizens and business
about the most important issues in the transition to a natural gas-free municipality.

e Goes uses CitizenLab to ask citizens how they can confribute to the fransition
fowards an energy neutral municipality. The results of the questionnaire will be
included in the new version of the local Climate Programme .82

Source: EoRPA fieldwork 2023

80 https://www.regjeringen.no/no/dokumenter/prop.-112-s-
20222023/id2976581/2g=energi&ch=1#match 3
8l https://www.regjeringen.no/no/dokumenter/prop.-112-s-

20222023/id2976581/20=energi&ch=8#match 6
82 Examples of participation in energy transition
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There is also an important policy focus on ensuring that energy-related decisions and support
deliver tangible benefits back into local communities, which can be achieved through
promofting regional participation as well as dedicated mechanisms for community wealth
building and benefit-sharing/compensation (e.g. NO, Sco, Wal).

/. For example in Norway, the government aims to ensure that local communities that
Aw make ftheir natural resources available for development receive arightful share of value
' creation.8 The infroduction of a resource rent tax for the utilisation of natural resources
aims to have more capital redistributed amongst society. For instance hydropower
permits always have in-bult benefit-sharing and compensation mechanisms, and local
communities view hydropower as a stable source of income due to annual licensing
fees. Alongside a new tax on aquaculture, a resource rent tax on onshore wind farms is
to be intfroduced in 2024, with 50% of generated funds being funnelled directly back in
to the municipalities.84 This form of value creation provides local connection to national
and intfernationally coordinated projects and has a positive impact on local support.

9, Scoltish Government supports the Community Wealth Building approach to economic

.“" development, working with local authorities, including through the Growth Deals. In

North Ayrshire, the Council has pioneered the use of Community Wealth Building fo

deliver renewable wind and solar energy which is delivering tangible benefits back into

local communities. In addition to creating renewable energy and green employment

opportunities, new solar PV farms will use council-owned land and assets to support the
potential for local suppliers and supply chains to benefit from the investment .85

- A maijor tidal energy project in North Wales, the Morlais project,8¢ aims to benefit local

“ communities, the economy and help tackle climate change by using renewable

energy to generate clean low carbon electricity. All profits will be reinvested locally
through a new community benefit fund and environmental and community projects.

4.3 Coordination & cooperation

The cross-cutting and multi-level nature of energy fransition processes, covering a wide range
of sectors, policy domains and competent bodies at different spatial levels, requires strong
horizontal and vertical policy coordination to address the complex challenges at the interface
of energy and regional development. To manage this complexity, avoid policy fragmentation,
inconsistency or overlaps, and effectively support regional energy fransition, coordination is
viewed crucial fo promote policy alignment. This includes coordination across:

e governance levels with relevant responsibilities;

8 hitps://www.regjeringen.no/no/dokumenter/prop.-112-s-20222023/id2976581/2ch=1

84 nhttps://www.regjeringen.no/en/aktuelt/postponed-implementation-of-resource-rent-tax-on-onshore-
wind-power/id2976309/

85 https://www.gov.scot/policies/cities-regions/community-wealth-building/;
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment data/file/11
28689 /mission-zero-independent-review.pdf

86  https://businesswales.gov.wales/news-and-blogs/news/ps31m-turn-tide-towards-renewable-energy;
https://www.morlaisenergy.com/
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e policy sectors (e.g. regional development and wider economic policy, energy,
environment, industry, fransport, investment, taxation, agriculture, construction,
innovation, science and technology, labour and skills, etc.) and relevant organisations
and stakeholders (e.g. in government, industry, academia, civil society);

¢ funding instruments supporting fransition processes;

S

Since important responsibilities for different aspects of regional development and energy

e administrative borders.

fransition are held at various spatial levels, vertical coordination is paramount. It can help
address challenges related for instance to:

e lack of clarity overroles and responsibilities in different areas with relevance for regional
energy fransition (SE), and tensions between the national, regional and local levels
causing delays and deadlock in energy sector policy development and
implementation (IT);

e overlaps between support programmes/measures at different government levels,
which do not necessarily all pursue the same goals or have the same priorities (CH);

e capacity of regional and local authorities and other territorial stakeholders to exert
influence and play a full role in the multi-level system (PL).

While regionally differentiated responses and empowering regional/local decision-making are
important, the need for national control and direction in measures addressing energy transition
is also noted. Across EORPA countries, different mechanisms seek to ensure vertical
coordination supporting coherent policies for regional energy transition, including dedicated
coordination bodies (e.g. federal-Land Coordination Committee in Germany; a national forum
to monitor the just fransition process in Portugal), contracts/agreements across levels of
government (e.g. energy efficiency agreements between the government and municipalities
in Finland), overarching natfional programmes supporting regional energy fransition actions
(e.g. RES in the Netherlands), and others.

@

The perception of energy transition as a place-based challenge necessitates complex
responses that infegrate arange of dimensions and policy areas. Many of the challenges linked
to energy transitions are found to be supra-sectoral, which requires carefully managed inter-
ministerial cooperation and coordination across various (sectoral) stakeholders.

Across EoRPA countries, several challenges have been identified in relation to horizontal
coordination, leading to policy fragmentation/overlaps, including:

e Energy problems being predominantly addressed by sectoral ministries (PL); different
views on energy fransition across ministries (SE);
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e Little or no integration between policies with relevance for regional energy transition,
including energy & environmental policies, innovation, education & training (IT), as well
as policies around energy poverty, poverty reduction, and public housing (NL);

e Consensus-building made more challenging by the energy crisis (PL);

e Varying degree of progress in achieving energy transition across different areas — e.g.
substantial progress in renewable energy production and electrification of buildings not
being matched by progress in the areas of industry and fransport (NO).

In this context, stronger emphasis is placed on integrated approaches and inter-ministerial
cooperation, including coordination at the political and civil service level, to reconcile sectoral
divisions and promote synergies (e.g. NL, PL, SE).

iii Coordination across funding instruments and borders @

Given the large number of policy instruments supporting energy fransitions, ensuring synergies
and avoiding overlaps between the different measures is an important challenge. In addition,
place-based responses often assume functional spatial coverage that necessitates
cooperation beyond the boundaries of one municipality or region. This highlights the
importance of inter-municipal, inter-regional as well as wider cross-border cooperation on
regional energy-related matters.

/. For example Norway prioritises territorial cooperation in the far north with Sweden and
02 Finland on green transition, including in terms of exchanging expertise and
' strengthening interaction between local businesses and universities.

Energy Policy Initiatives. They are important tools for supporting coordinated responses
to macro-regional energy challenges. For example the Regional Energy Platform for
South-East Europe agreed an Action Plan which will guide next steps of diversification
and security of supply in the region following the disruption of gas supplies.8”

0 Across the EU, regional energy cooperation is promoted, including through Regional

I 4.4 Regulatory framework & administrative requirements

Regulatory framework around energy support, including domestic and European legislation,
environmental standards and other sustainability-related provisions, is an important factor that
impacts regional policy support for energy fransition. In addition, procedural and administrative
requirements e.g. around issues such as public procurement, budgetary authorisations and
planning permits for carrying out investments, and state aid are also relevant considerations.
Complex, restrictive or resource-infensive requirements can be major obstacles for
implementing green fransition projects, while flexible frameworks, simplification of procedures
and ‘smart policy solutions’ can support the design and delivery of measures.

87 https://commission.europd.eu/news/action-plan-regional-energy-platform-south-east-europe-2022-
06-02 en
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For example key challenges with regards to implementing energy measures under EU
Cohesion Policy included compliance with ex-ante conditionalities, thematic
concentration requirements, restrictive eligibility conditions for specific project types,
compliance with restrictive domestic sustainability-related legislation, and complex
requirements around state aid and public procurement .88

More widely, demand for simplification and ‘smart policy solutions’ for issues with
privacy, state aid, nature legislation and national environmental standards (e.g. for
wind farms and solar panels) has also been highlighted (e.g. NL).

4.5 Capacity and capacity-building

Regional variation in capacity for implementing and benefitting from policy measures for

energy transition is another important consideration. There can be significant discrepancies
among regions in tferms of budgetary/financial capacity, administrative, management and

technical capacity, infrastructure capacity, and other areas with relevance for designing and

implementing energy-related projects. Some of the relevant challenges relate to:

Weak financial capacity, indebtedness, difficulty in providing co-funding, which may limit
implementation of specific project types, especially where promoters are public bodies;

Limited project scale, with existing funding options being non-viable for smaller projects;
Differences in (energy) infrastructure capacity, with implications for territorial cohesion;

Novelty and lack of fechnical knowledge / experience with specific energy themes.

In this context, EORPA countries highlight the importance of ensuring predictable and
adequate financial resources for sub-national authorities, and building local/regional expertise

and capacity in developing project pipelines and implementing energy-related measures.

=
+

For example in Finland, since 2018, energy goals have been supported by regional
energy counselling services.8? The service provides information and advice, and
encourages the completion of energy audits by municipalities to assist with the
implementation of the energy efficiency agreements.

In Switzerland, NPR co-finances ‘knowledge development and coaching’ measures
that help regional stakeholders recognise the opportunities of energy transition and
fransform this knowledge into projects. Examples of supported measures include course
offers, knowledge sharing, workshops and coaching for the design of value-added
projects for climate resilience and green transition.

88 Dozhdeva and Fonseca (2021) op. cit.; and EORPA research 2023.

8  Energiavirasto  (2023) Regional energirddgivning, 2023  https://energiavirasto.fi/alueellinen-
energianeuvonta
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5 CONCLUSIONS

As part of the longer-term sustainability agenda and European and global commitments to
respond fo climate change, energy fransition has become an increasingly important strategic
priority and long-term development goal. The energy crisis has further highlighted the urgency
of transitioning to a carbon-neutral and energy efficient economy, based on the principles of
energy security, self-sufficiency, and diversification.

The energy fransition has an important territorial dimension with high variation of energy-related
potentials, challenges, needs and impacts across regions. The regional level is a crucial enabler
of the energy transition process, and regionally-sensitive policies are required to respond to the
complex challenges of shifting towards more sustainable and energy efficient economic
development models. Energy fransition is a highly complex phenomenon, requiring
comprehensive, cross-sectoral policy responses that take account of regional specificities. In
this context, the role of regional policy — which is well placed to promote territorially integrated
actions, with holistic, cross-sectional perspectives —is potentially high.

An overview of policy responses to energy transition challenges across EORPA countries has
shown, however, that while the territorial dimension of energy fransition is widely recognised,
the role of regional policy in supporting it varies greatlyto. This is influenced by the pertinence
of regional transition issues and degree of necessary socio-economic transformation linked to
energy transition as well as variation in the challenges and speed of diversification and broader
governance and organisational approach in different countries. As a result, there is sirong
variation and heterogeneity in the ways that energy transition issues in a regional development
perspective are addressed. Approaches range from dedicated spatially-targeted regional
policy instruments directly addressing transition challenges, to infegrating energy issues at the
level of priorities, eligible activities, or broader sustainability commitments as part of the existing
instruments. Many sectoral policies also adopt a regionally-sensitive or place-based approach
to addressing energy fransition challenges. In many cases, a combination of these measures is
pursued, with overlaps between different types of support.

structural changes linked to energy and industrial transition in regions traditionally
dependent on fossil fuels and carbon-intensive industrial processes. Often pursued
through dedicated instruments and programmes, such support tends fo involve
comprehensive measures, cutting across a broad set of policy areas, to alleviate the
negative impact of the fransition on the local economy and employment, while
adapting them to new opportunities and promoting diversification. Pursuing a
comprehensive approach to an economically, socially, and environmentally
sustainable fransition, such policy measures seek to prevent an increase in regional and
social disparities by placing an emphasis on a ‘just’ transition and ‘fairness’ —not leaving
anyone behind and ensuring that efforts to steer society fowards a low carbon future
are underpinned by focus on issues of equity and justice in the fransition process.

@ An important regional policy focus is placed across several countries on supporting

» Examples of such policy approaches can be found in Germany and Poland
(special programmes for coal closure areas), the UK (support to regions phasing
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out of coal and oil), the Neftherlands (measures for territories affected by the
termination of gas extraction), and other EU countries implementing the JTF.

In addition, dedicated spatially targeted measures offen aim to provide support for
specific (types of) regions based on particular challenges or potentials they have with
regards to energy transition. These can relate to specific geographical / climate
features (e.g. extreme climates, extreme distances, peripherality), existing natural assets
(access to renewable energy sources), or existing industrial/engineering base. Policy
objectives tend to focus on compensating regions for such challenges and developing
relevant potentials for green fransition. Uneven distribution of energy endowments or
problems offen results in the concentration of such support in particular types of
locations — e.g. rural, remote, sparsely populated, Northern most regions; islands; or
other areas with the potential to act as ‘green hubs’.

» Examples include the National Islands Plan and Carbon Neutral Islands project in
Scofland, Anglesey Energy Island Programme in Wales, Strategy for northern
Sweden, and measures for the High North of Norway; as well as Programme of
Freeports and the HyNet North West initiative in the UK, and the Lune Delta
sustainable commercial park initiative in Bremen, Germany.

Across many countries, energy transition is also supported as part of the existing regional
policy instruments, which are often wider in scope than energy issues but can integrate
them at the level of specific objectives/priorities, eligible activities, or broader
commitments to green goals / sustainability principles.

» Examples are vast and include energy priorities and eligibilities under the main
regional policy instrument GRW in Germany, the New Regional Policy in
Switzerland, City Deals and Growth Deals in the UK, business aid schemes in
Norway and Porfugal, and 'Special Economic Zones' in [taly and Poland.

» In addition, horizontal inclusion of energy goals under the existing regional policy
instruments, through compliance with green objectives or in-built incentives for
projects to contribute to energy goals, is wide-ranging. Just a few examples
include the alignment of projects under the core regional policy instruments with
climate neutrality goals in Germany and the UK, or preferential conditions for
activities contributing to energy fransition through easing award criteria or
increasing support rates in Germany, Sweden and Porfugal.

» Across EU countries, support under Cohesion Policy combines both approaches.
In some cases, it is a key tool and financial source for implementing the national
and regional strategies and actions in the area of energy transition (e.g. PL, PT).

Finally, energy transition issues are addressed in a territorial development perspective
through wider (sectoral) policies, which often have a regional dimension or
consideration of place-based energy challenges, opportunities and needs. These
include (but are not limited to) climate, energy and environmental planning, industry,
innovation, infrastructure, transport policies, and spatial planning. In countries where
there are no explicit regional policy instruments supporting energy fransition (e.g. Fl, IT,
NO, SE), or where regional development is addressed by a mix of sectoral/planning
policies (AT, NL), the role of such broader place-based approaches can be particularly
high. Nevertheless, in all countries sectoral policies/programmes with relevance for
energy fransition fend to include territorial considerations to varying degrees.

» Just a few examples include the Natfional Environmental Planning Strategy,
National Programme Regional Energy Strategy, and Mission-driven Top Sectors
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and Innovation policy in the Netherlands; Climate and Energy Fund, Climate and
Energy Model Regions programme, and infegrated spatial and energy planning
in Austria; regional energy and climate strategies across most EORPA countries;
policies around the development of industrial clusters in the UK; Regional Skills
Partnerships, and Regional Employment and Skills Plans in Wales, and Climate
Emergency Skills Action Plan in Scotland.

Reflecting this heterogeneity, there is great variation in terms of objectives and priorities of
policy efforts supporting energy transition in a regional development perspective - but close
links to wider sustainability or socio-economic objectives are evident. Many approaches
emphasise direct or indirect contribution of energy fransition to different dimensions of
sustainability (economic, social, environmental), along with the goals of equal living conditions,
quality of life, regional well-being, ‘levelling up’ / territorial cohesion — poinfing to the important
links between regional development and energy transition objectives.

At the same time, while regional policy is well placed to support complex cross-sectoral
objectives pursued by energy transition, it can be argued that it is under-used, with a large part
of support being provided by sectoral policies, with limited cross-policy integratfion. The
research has shown that there might be arguments in favour of increasing the role of place-
based policy responses to energy challenges, and in particular the role of regional policy due
to its cross-cutting nature and the potential to mobilise stakeholders at different territorial levels.
In addition, in the context of new challenges posed by the energy crisis, the role of regional
policy as a long-term, structural policy, helping manage risks of diverging towards shorter-term,
emergency responses, is crucial. Furthermore, regionally unbalanced challenges of the energy
fransition and crisis and their potential to increase disparities between regions and jeopardise
the objectives of territorial cohesion point to the strong linking of energy policy goals with
regional development approaches more generally.

“The transition is most deeply experienced at regional level. [If] will only be economically
and socially possible on the basis of successful regional development concepts.”?

In this context, the research has highlighted the importance of the following dimensions.

7 —=2  Strategic mainstreaming — o link energy and regional development objectives at the
@ level of strategic frameworks, facilitating an integrated approach to addressing
complex issues in a spatially sensitive manner.

» Examples of a strong linking of energy policy goals with accompanying regional
structural support are visible in the core strategic frameworks in Germany and Poland,
which advocate comprehensive responses at the inferface of the two policy fields.

engagement — to befter target policy support to specific regional circumstances, and

@ Place-based approaches, promoting active regional participation and community
enhance local ownership and commitment to the fransformation process and its

90 Federal Ministry for Economic Affairs and Energy (BMWi), Germany (2019) Commission on Growth,
Structural Change and Employment: Final Report

53


https://www.bmwk.de/Redaktion/EN/Publikationen/commission-on-growth-structural-change-and-employment.pdf?__blob=publicationFile&v=1
https://www.bmwk.de/Redaktion/EN/Publikationen/commission-on-growth-structural-change-and-employment.pdf?__blob=publicationFile&v=1

consequences. “Only then can the right path be chosen from a wide range of potential
scenarios which builds on specific strengths and pofentials and has the best possible
chance of success.”®!

» Recognising that “the fransformation process will only succeed if it is owned and
supported by the majority of the population”?2 and actively engages sub-national
authorities and other regional stakeholders, EORPA countries promote participation
and empower local decision-making through various ways. These include
infegrating regional energy ftransition priorities within  bespoke individually-
negotiated regional deals or economic frameworks (UK); involving local
governments and ofher stakeholders in the development of projects through
regional conferences (DE); seeking municipal approval or input in the allocation of
licencing/permitting (FI, 1T, NO); cross-party energy agreements (Fl); and
dedicated consultation and digital democracy platforms (NL, NO).

Horizontal and vertical coordination — to ensure that policy responses to the complex
@ cross-sectoral and mulfi-level challenges of regional energy fransition are
comprehensive and coherent and achieve greater policy impact on the ground.
> Some of the challenges identified by EoRPA countries include prevalence of
sectoral approaches to addressing energy fransition issues, with limited inter-
ministerial and cross-policy cooperation; lack of clarity over roles and
responsibilities in different areas relevant for fransition; tensions between the
national, regional and local levels causing delays in policy development and
implementation; discrepancies in commitment to green transition objectives
between sub-national governments; and overlaps between various support
programmes.

» Recognising this complexity, all EORPA countries pursue efforts to enhance
coordinatfion across government levels, policy sectors, funding instruments, and
administrative borders, in order to promote policy synergies, avoid fragmentation,
and reconcile sectoral divisions. This is pursued e.g. through dedicated
coordination bodies/fora, contracts/agreements and other channels to promote
inter-ministerial cooperation, dialogue between fiers of government, and joint work
across municipal, regional or national borders.

Enabling regulatory and administrative framework — to support smooth design and
delivery of policy measures.

» Complex, restrictive or resource-intensive regulatory frameworks and administrative
requirements, for instance linked to environmental legislation/standards, eligibility
condifions, thematic concentration, state aid and public procurement, can be
major obstacles for implementing green fransition projects. Long planning and
implementation processes often associated with tfransformation projects is also a
challenge as local communities need to see some ‘success’ of policy measures to
encourage popular support.

1 BMWK (2019) Eckpunkte zur Umsetzung der strukturpolitische Empfehlungen der Kommission
"Wachstum, Strukturwandel und Beschdftigung” fir ein “Strukturstérkungsgesetz Kohleregionen”, p.5

72 STARK programme (Strengthening the Transformation Dynamic and Transition in Mining Regions and
Coal Power Stations)
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> In this context, there is demand for more flexible frameworks, simplification of
procedures and ‘smart policy solutions’ to mitigate regulatory and administrative
complexity around energy transition issues.

Capacity-building — to enhance the administrative, technical and financial capacity
of regions to design, implement and benefit from policy measures for energy transition.

» Varied experience and capacity across regions and municipalities in developing
project pipelines, weak financial capacity and difficulty in providing co-funding,
novelty and lack of technical knowledge on specific energy themes have been
noted among some of the obstacles in the way of providing more effective policy
support for energy transition.

» Examples of specific administrative capacity-building measures include regional
energy counselling services (Fl) and other knowledge development and coaching
inifiatives to support regional capacity to design and implement value-added
projects for green transition (CH).
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6 ANNEX

Table é: Total energy supply by source, EORPA countries, 2020 (TJ)

(o]

Coal Natural Nuclear Hydro Wind, Biofuels
gas solar, & waste

etc.
________
Bl 1319517 103477 304907 151193 40950 258401 452319

|ﬂ-11654314 1864960 3123351 702349 65959 697172 1320038 3948990

B 5756349 213369 2440311 171186 390925 612685 1811951

I 149606 34488 190204 507336 35774 81545 369416

I /260205 1711083 716284 7626 68358 498522 1210212

843361 23781 216 499 43497 63006 137924 353412

TS 6444334 230522 2591817 548491 24314 321009 599237 2064468
Source: [EA World Energy Balances. Note: 1 TJ =0.278 GWh

Figure 12: Per capita energy from fossil fuels, nuclear and renewables, EORPA countries, 20223

W Fossil fuels | Nuclear per capite i Renewables per capita

Norway 27,500 kWh BUAZT KWh 96,026 kWh
Sweden 16,755 kWh 12,224 kWh J1.048 KWh 59,927 kWh
Finland 24,809 kWh 22,700 KyWh 58 960 kWh

Notherlands A7 25T KkWh 656,001 kWh

Austria 27 060 kWh LT 42 (085 kWh

Gormany 31,225 \Wh 40,977 kKWh

Switzerland 5,704 KWh 33,351 KkWh

United Kingdom 22,509 KWh 30,098 kK'Wh
Poland 27,240 KWt 10,006 kWh

Italy 24111 kWh 28,910 KWh

Portugal 17,825 KWh 25,084 kWh

Source: Energy Institute Statistical Review of World Energy (2023) at ourworldindata.org

?3 Primary energy is calculated based on the ‘substitution method’ which takes account of the
inefficiencies in fossil fuel production by converting non-fossil energy intfo the energy inputs required if they
had the same conversion losses as fossil fuels.
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Figure 13: Europe’s primary sources of electricity generation by country, 2021
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o While coal makes
up more than 34% of

Germany’s eleciricity
production, wind energy
is 1 close second al 25%, (Of all European nations, Poland
has the highest carbon imtensity
for their electricity production at
856 grams of CO, equivalent per
kWh, while Sweden has the
lowest at 37 gCO,eq/kWh.

A decade ago, more than a quarter of ewope’s electricity

oduced usi 1. S , solar and wind
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Source: Elements, based on Electricity Maps and [EA
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Figure 14: Electricity consumption from fossil fuels, nuclear and renewables, 2022

W Fossil fuels [ Nuclear [l Renewables
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Source: Ember’s Yearly Electricity Data; Ember’s European Electricity Review; Energy Institute Statistical
Review of World Energy at ourworldindata.org



https://ourworldindata.org/grapher/elec-mix-bar

Figure 15: Carbon intensity of electricity, 202294
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Source: Ember’s Yearly Electricity Data; Ember’s European Electricity Review; Energy Institute Stafistical
Review of World Energy at ourworldindata.org

?4 Carbon intensity is measured in grams of carbon dioxide-equivalents emitted per kilowatt-hour of
electricity.
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Figure 16: Carbon intensity of electricity consumed (gCO,eq/kWh): real-time electricity data

as of 5:00 PM GMT 17 September 2023 as of 10:00 AM GMT 18 September 2023
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Source: Electricity Maps

Figure 17: Energy-related regional sensitivities to the war in Ukraine, August 2022
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Source: B6hme et al. (2022). Sensitivity measured as: energy intensity; share of gas, oil, and solid fossil fuel
imports from Russia; and share of employment in energy-intensive manufacturing sectors (Eurostat 2022).
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