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Background and Mandate

*  The Declaration of the BEAC Summit 2013 welcomed the
initiative by the Russian Federation to investigate the
possibility of establishing a financial mechanism in the

—— Barents region.
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*  The Barents Euro-Arctic Council decided at the XIV Session
on 29 October 2013 in Tromsg, Norway to set up an Ad Hoc
Expert Group to conduct an extensive study on the financing
of Barents cooperation.

* According to the Mandate the assignment was to assess the
financial needs, existing financial sources and financing
gaps as well as to explore the possibility of establishing a
financial mechanism in the Barents region.




Work Programme

* Nine expert group meetings held in 1.5 years
* Kick-off meeting launched in February 2014

* International Financial Institutions’ roundtable talks in April
2014

* Regional Cooperation Structures (AC, CBSS and NCM) and
Northern Dimension Partnerships heard in September 2014

* EU Funding Programmes gathered in November 2014

* Midterm Report presented in December 2014

* Civil society actors convened in January 2015

* Analysis and recommendations drafted in May — June 2015
* Final Report finalized in September 2015




Methodology

* Written contributions collected from the BEAC Member
States on national financing, from European Union on EU
financing

* Questionnaires sent to regional level actors i.e. Members of
the Barents Regional Committee

* Questionnaires sent to Barents Working Groups i.e. BEAC,
joint, regional and Working Group of Indigenous Peoples

* Round-table talks on IFIs’ Barents financing
* Internet survey for civil society actors on Barents financing

* Oral briefings by Regional Cooperation Structures, Northern
Dimension Partnerships, EU funding programmes and NGO

representatives
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Changing International Environment

* Unforeseen international events i.e. EU’s restrictive
measures in relation to Russia and closure of the Nordic
Council of Ministers office in Russia complicated the work of
the Ad Hoc Working Group. As a consequence, collected
data needed to be analysed in a different light.

* The political circumstances since 2014 have had an impact
on EU-Russia cooperation in many sectors and have
blocked several of the previously available multilateral
financing sources.

* Also the Russian NGO legislation has diminished the
possibilities for project cooperation.




Key Findings — Main Financing Sources for Barents
Cooperation

* The cooperation projects of the Barents Working Groups
have been financed either from national financing sources or
from the Nordic or EU Programmes.

*  The most important sources for project financing during the
past few years have been the Kolarctic and Karelia Cross-
Border Cooperation Programmes as well as the Interreg EU
Programmes.

* The Kolarctic CBC Programme 2014-2020 can support in
CBC context activities related to business and SME
development, transport and communication systems, ICT
connections, creative industries, research and innovations,
public-private partnerships, sustainable tourism industry etc.
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All four Barents countries channel funding for financing
multilateral cooperation projects in the Barents Region through
different mechanisms.

* Norway has clearly the most extensive funds supporting
projects in the region through various grant schemes and
cooperation structures, though this cooperation is mainly
bilateral between Norway and Russia.

* Finland has a national financing instrument supporting
multilateral regional cooperation in the Arctic, Barents and
Baltic Sea regions.

*  The Swedish national funding is mainly focused on the
Baltic Sea Region.

* Finland and Sweden contribute to Barents multilateral
cooperation through various EU Programmes.

* Russia has no federal or regional budget line for Barents
Cooperation, but Barents Cooperation can be financed on
an ad hoc basis.




Key Findings — Regional Cooperation Structures

* The Project Support Facility (PSF) of the Council of the
Baltic Sea States (CBSS) is considered a flexible funding
instrument for regional cooperation. It provides seed money
for regional projects in the Baltic Sea Region and beyond.

* Barents region has not benefitted from this PSF funding.
Continuation of the facility is uncertain, despite the positive
outcomes to date.

* Itis premature to assess the functionality of the Project
Support Instrument of the Arctic Council (PSI), since the
instrument became fully operational only in 2014.

*  The Nordic Council of Ministers’ funding programmes had
an important role in supporting the multilateral cooperation
between the BEAC Member States and North-West Russia
prior to March 2015.




Key Findings — International Financial Institutions

* International Financial Institutions and commercial banks
have the necessary resources to provide financing for large-
scale projects in the Barents Region.

« The challenge is to identify and develop bankable projects.

» Funds for technical assistance are essential to make projects
bankable.

* In the Barents region there is a lack of projects matching IFIs’
mandate. Several reasons, such as institutional restraints,
insufficiency of business volume of companies, expertise and
local municipalities' regulatory framework are partially causing
the lack of sound bankable projects.

* NIB is launching an Arctic Financing Facility with a framework
of up to EUR 500 million in loans for projects in the High
North.




Key Findings — Northern Dimension Partnerships

* Out of four Northern Dimension partnerships the
NDEP and NDPTL have established support funds to
pool contributions from donors for project financing.

* The NDEP has been a good example of combining
grant financing from interested countries with
financing from International Financial Institutions and
providing shared benefits for all contributing
countries, in particular in the form of concrete
environmental improvements of the Baltic Sea.

* NDEP model and experience could be utilised wider
in the Barents in the future.




Key Findings — EU Funding

* Under the new EU Financing Period of 2014—-2020, a multitude of EU funding
programmes, relevant to the Barents Euro-Arctic Region and the work of the
Barents Euro-Arctic Council, is available.

*  The Kolarctic and the Karelia CBC Programmes, the Interreg North Programme,
the Interreg Baltic Sea Region Programme and the Northern Periphery and
Arctic Programme are of particular Barents relevance.

* Additionally, various thematic EU Programmes and Instruments support EU
sectoral policies in themes relevant to BEAC priorities e.g. Connecting Europe
Facility, Creative Europe, COSME, Erasmus+, Horizon 2020, 3" Health
programme and Life Programme.

*  The EU Structural and Investment Funds contribute on their part to regional
cooperation and priorities of Barents cooperation.

* The potential of thematic EU Programmes and Instruments as well as the EU
Structural and Investment Funds is not fully utilized in the Barents region.




- Challenges of the EU Funding

* The scope of the priority areas of the EU
Programmes for 2014-2020 was narrowed down to
address the most important regional challenges.

* As a result, in pursuit of greater impact, EU
Programmes are compelled to be more thematically
focused, which may result in some essential themes,
like health, culture and social welfare, not being
prioritised.

* Most EU funding Programmes focus on medium- or
large-scale projects and economic development is
one of the recurrent themes.




Key Findings - Barents Regions

* The majority of Barents regions (Nordland,
Vasterbotten, Norrbotten, Lapland, Oulu, Kainuu,
North Karelia, Murmansk Oblast, Republic of Karelia,
Arkhangelsk Oblast, republic of Nenets and Komi
Autonomous Okrug) consider the current level of
financing insufficient for their joint activities.

* EU Programmes were perceived as an important
source of financing, but they were seen as complex,
time-consuming and inflexible instruments.

* Many Barents regions have a lack of financial
resources for everyday work and cooperation, e.g.
for travel costs and working group meetings.

* Regions called for a special programme or a fund for
financing the Barents Regional Council, cooperation
between regions and the regular work of the Barents




Key Findings — Barents Working Groups and Civil Society
Actors

Some of the Barents Working Groups find the availability of
financing for regional cooperation more or less satisfactory.

Some stressed the need for a permanent funding
mechanism for core activities and project cooperation.

From the civil society organisations’ perspective, there is
not enough national or EU financing available for small-
scale projects.

On the other hand, the awareness of the EU and other
funding sources in the region is not always on a sufficient
level amongst the civil society actors and the Barents
Working Groups.

As well, competence of the Barents stakeholders to apply
for funding is not in place.




Conclusions

» The national funding instruments in the region could be
adjusted to pay more attention to multilateral Barents
Cooperation in order to meet possible financing gaps in
the region.

» It is crucial to raise the awareness on the ample
opportunities that the existing financial mechanisms have
to offer and accordingly build capacity of the Barents
actors.

» Increasing the collaboration, synergy and complementarity
between various EU Programmes and other funding
sources in the region is recommendable, since these
programmes have many common strategic objectives,
priority themes and overlapping geography.

» Some EU-funded projects could potentially be further
developed into investment projects, but the link between
project stakeholders and International Financial
Institutions’ funding is now missing.




Recommendations

1) Given the abundance of financial instruments available for
cooperation in the Barents Region, capacity building and
information dissemination of the existing financial sources for
Barents cooperation should be improved amidst the Barents
actors. To attain this, collaboration between relevant
stakeholders should be enhanced. The International Barents
Secretariat in cooperation with the relevant bodies of the
Barents Euro-Arctic Council and the Barents Regional Council
could facilitate contacts between the managing authorities of
the various financial instruments and the Barents actors. Such
initiatives as the Bodg process could also potentially contribute
to this effect.




Recommendations

2) The possibility of adjusting existing financing programmes
should be examined in order to improve the availability of

funding for small-scale projects, seed money and technical
assistance for project preparation and civil society cooperation
in the Barents Region. Cooperation projects and international
financial institutions’ funding should be interlinked more

strongly.




Recommendations

3) In the light of the gathered information and the conducted
study, there do not, at this stage, seem to exist a common
interest or justifiable reasons for establishing a new financial
mechanism for the Barents Region.
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Financing Insfitution Financing Instrument Rationale by’ ical Coverage
[Bareat Ears Arctic Councll (BEAC)|
ARdric mecron
v ez 1t

[Comncil of Baltic Sea States (CB35)

T dvalop projeces, cam be med.

HOLOF funding. bridgng and pro-fnmncing .
. s bridging amd pro- fncing Denmuck, Estomia. Finlamd. Gecmasy.
Gl % Fregect Sppart Faciliy (SF) 5 4 o sogion Tcoland, Lansa, Littumia, Nerway,
[Battic San marorogznal cooparation, = ; 7
A = ; "ﬂ:lundumn'nnm Pefand Raia, Swadae
- show inpact = regioaal cosperaticn aud|
%, & A e
i sea s e e e
[Artic Comacl (AC)
; RACTIC Couni, |70t Seppert struzmant (S [Petluicn pesruasion, skatosat aad Arcric Ragin

_

s arctic-council org

Jolinnation

[erdic Council of Mimizters (WCAL)

 Tho Enowiodgs Brilding and Nonwu

[Pblic adminiseaticn
[Education. maining and research

|Cevic saci
[Waek saperiancs ia Nordic Institusions

Tia Arctic Cooperation Prograzeme

[Pecpls

[Srstzinabls sconomsic developasnt

o0 (B
Litimuia, Polsod. Guczsay) sl
Mordh:West Eax

[erthers Dimenzion

INTDHP

HORTHERN DIMENSION
PARTNERSHIP ON CULTURE

Tramsport and Logistics (NDPTL)

o sdptl g

(xminty stuios) with a regioenl
&imonsica and creats added value

Jasprovezmsat of major trmsport counsctions
Jand logistics

i To tckle tae most praming .
:\,"‘"‘Lfmh" iz comeera] problsms in e Nortaar (7Y #Edens Norte-West Russsia and Belarus
N Dimamsion amus [Pruclear window
|Spant macloar ful and radicacte warta
wow gdie s e
Northern Dimemsicn Prtnanbip on | To peovide Esancing fx projects

‘Northarn Dimension area

Northom Dimsnsion Parnarship in
Public Esalth and Social Well-baing
mPES)

T premots sustainskls development by
impeing pacpla's beaks and socisl
ul-buing.

[Redncrion of major commricablo disass:

Y
[Promotion of bealshy and secially rewarding
lefustyios

‘Horthamn Dizsnsion arsa

[T ENL CBC Frogramme:

KARELIA CBC

-

Kolarctic
Lot bt 1

upporting a mumbar of fagship CCT

projecs

T srengthon e CCT soctor fn the XD
[Herdam D 7 arsa Latform, netw
Criture (NDPC) vt i oot dovelopmeae s [Cuiurs] amd cativs i (63 Northeen Dimension area

Tho Faarslia CBC Prograzme

Sorslincke £

To surengtien the coss-bonde
cooparation for th benafit of tha

[Brsinacs and SME darvslepemsnt

[Emromment

Core roginns: Eaimm, Nort-Earalia
Oulu Regiom fromn Fizland and
c of Karslia froes Rassia.
Afjoining rgions: Marmmsk
Arkhomgelsk md Laningrad Rogiom:
from Rezsaia and Lapland, Nortk-Savs,
South-Save aad Sosth Karelia fom
Finland

Repe

Tho Eslarcsic CBC Programma

Kolacric £

[ Ths overall aizn of the Programmms is to
[procsot viabls sconomry and
ariractivansss of tha rogion, whare
inbotitants and wisiters ars anjoying the
[arcric marer 2nd whers the z

roscurcos ava nsod in a sustaimable way:

[Buzinass 224 SME davelopmant
[Emirommsntal protaction, clizmats changs
[mitigation mmd sdaprarion. Enprovamsnr of
0 tha Tagions, dorulopment of
frustainabils and cEimate-proof eanspart and
Joorrmemication metworks 2nd
[Promoticn of bordar

Archungal Oblast and Naats
Amenomous Disgict

Mivistry for Foreign AfGirs of Finland

Funding Sources for Barents Regional
Cooperation Matrix

Financing Institution

Financing Instrument

Rationale

Themes/Priorities

Geographical Coverage

Duration of the Financial Instrument
Requirements for (Lead) Partnership
Eligible Applicants

Size of Instrument

Type of Financial Support

Size of Grant/Loan and Applicant's Co-
financing Rate
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