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Introduction

Following the outcome of the referendum held on 23 June 2016, the UK Government formally invoked
Article 50 of the Treaty on European Union on 29 March 2017, which triggered the launch of-the two
year period to conclude a withdrawal agreement between tKeabld the European Union.

Since the decisiowas taken that thaJKwould withdraw from the EU, a number of studies and
reports have looked at the possible consequences of this withdrawal oresociomic conditions in

the EU.Most of these studies focumainly on theglobal andMember Statelevek. To date, the
possible soci@conomic impact of the UK's withdrawal from the EU at local and regional level has not
been given particular attention and only some regions are starting to look into what the UK
withdrawal would mean for their economiard societies

These developments and issues raise important questions for policy makengechtodefine and
coordinate appropriate regulatory, financial and support frameworks. Local and regional authorities
(LRAs) face particular challenges as theged both todevelop a londgerm, global vision andb
formulate strategies to address the adverse effects of the UK leaving the EU on their local economies.

Considering the substantial expected repercussions froenUK's withdrawal and the potential
asymmetric territorial impact within the EU27, the aim of this Territorial Impact Assessment was to
determine territorial impacts on EU27 regions, and to measure what the UK's withdrawal from the EU
would mean from a s@a and economic perspective for regional and local authorities in the EU27.

A recentstudy by Cheret af', presented at the start of the workshop by Professor Philip McCann,
RSGSt 21LISR bly AYRSE 2F 0X0 SELR &die® gengraphicallfB E A (i 0
fragmented production processes within the UK, the EU and beyond. (Their) findings demonstrate that

UK regions are far more exposed than regions in atbantries Only regions in the Republic of

Ireland face exposure levels simiarsome UK regions, while the next most affected regions are in
Germany, The Netherlands, Belgium and Franda$ study focused on the exposure of European
regions to traderelated risks of Brexibearingin mind the complex global valgbainsthat crisscross

borders many times. #lsoshowed that Remaiaotingareas like London and Scotlandre the least

exposed regionis the UK.

At the start of the workshogsrancois Levarlgiresenteda study’ commissionedby the European
Committee of the Region&/nit C2¢ ECON on the exposure of EU27 regions to the UK and the likely
impact of the Ulks withdrawal from the EU on regions and citieh@EU27 Thestudy concluded that
there were no clear winners in terms of newconomic opportunities deriving frorthe UK's
withdrawal from the Elwhereas most regions were set to make logsegeneral termsin addition

YY'KSy 23 [2a .32 alO/lyy tZ hNIS3IIn! NBAfSE wE ¢KAAAaSy a
to Brexit in regions and countries on both sides of The ChariPegh. Reg Sci2018;97:2854.
https://doi.org/10.1111/pirs.12334

% Levarlet F, Seri P, Hrelja D, Lorgeoux E (t33); contributions from Lier C (Spatial Foresight) and Derszniak
Noirjean M (OIR). Assessing the impact of the UK's withdrawal from the EU on regions and cities in EU27.
European Committee of the RegionsSpecific Contract 7298, implementing framework contract n°
CDR/DE/16/2015/1.
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there areregions in dgrey situationwhere certain activitieswill lose outfrom the UK's withdrawal,
while otherswill benefitin some wayThe finaimpact on the budgets dbcal andregionalauthorities
deriving from potential cuts to Etbhesion policy will depend on future political decisions and
budgetary arbitration made at EU and national levels.

Finally, Bert Kuby, head thfe CoR's ECON Unit, presashthe results of a survey conducted the

CoRin cooperation with EUROCHAMBRESNgLRA®iNd chambers of commercas they are key to
public and private sector preparatidéor Brexit The responsemdicating negative impacts dominate

with the most negative impact anticipated in the policy areas of trade (66%) and employment (58%)
and in the sectors of tourism (59.5%), services (49%) and manufacturing L(@38shan a third of
regions have alregdundertaken actions to prepare fire UK'swithdrawal As many as three to four

fifths of respondents argn favour ofEUwide actions that ainto assess the territorial impacts of the
withdrawal of the UK from the EU ataintroduce financial mechanissthat support those regions

that are more negatively affected by it.

These three elements were the departing point of the workshop, with experts comingpfraihand
regionalauthorities, academia and economic actors and from several countries.




Methodology ESPON Quickheck

The concept of territorial impact assessment (TIA) aimshowthe regional differentiatiorin the

impact of EU policies. The ESPONtd@®R is an interactive web application that can be used to
support policy makers and practitionensdentifying, exante, the potential territorial impact of new

EU legislation,policies anddirectives (LPDs). THESPON TIQuick Checkapproach combines a
workshop setting for identifying systemic relations between a policy and its territorial consequences
with a set of indicators describing the sensitivity of European regions.

It helps to steer an expert discussion about the potential territorial efféaa &U policy proposal by
checking all relevant indicators in a workshop setting. The results of the guided expert discussion are
judgements about the potential territorial impact of an EU policy considering different thematic fields
(economy, society, eironment, governance) for a range of indicators. These results are fed into the
ESPON TIA Quick Check web tool.

The web tootombinesthe expert judgments on exposure with the different sensiiegtof regions
and translates thennto maps showing theotential territorial impact of EU poligt NUTS3 level.
These maps serve asstarting point for further discussion tie different impacts of apecificEU
policy on different regions. Consequently, the experts participating in the workshop provatairhp
input for this quick check dhe potential territorial effects of an EU policy proposal.

The workshop on th&lK's withdrawal from the European Union was helBrussel®n 20February
2018 and brought togethea numberof experts representingariousorganisations and LRAs.

Two moderators from the OIR, provided by ESPON, prepared and guided the workshop and handled
the ESPON TIA tool.

Figurel ¢ Workshop discussion

A

Source: Territorial impact assessment expert workshop, Brud8&lsbruary 20180IR

3 hitps://lwww.espon.eu/main/Menu_ToolsandMaps/TIA/
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2.1 Identifying the potential territorial effects considering ecorionsocial
environmentl and governance aspectsdrafting a conceptual model

In the firststageof the TIA workshop the participating experts discussed the potential effeitte of
UK's withdrawal from the European Union

This discussion revealed potential territorial impactthefUK's withdrawal from the European Union
based oneconomy, society, environment and governanceelated indicators. The participants
identified potential linkages betweehe UK's withdrawal from the European Unemd the effect on
territories, including interdependencies and feedbdokps between different effects (sdegure
below).

Figure2 ¢ Workshop findings: Systemic picture

Source: Territorial impact assessment expert workshop, Brussels, a1 7

2.2. Identifying the types of region affected

The ESPON TIA tool provides seveegional typologiesfor analysistakinginto consideration the
types of territories mentioned iArticle 174 of the Treaty on the Functioning of the European Union
urban/metropolitan regions; rural regions; sparsely populated regions; regions in ialdwatrsition;
crossborder regions; mountainous regiorend islands and coastal regions. The experts agoeed
two differentmeasuremerd of regions thatould reflect the impact of the UK's withdraviram the
EUdifferently.

4 https://www.espon.eu/toolsmaps/regionattypologies
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1 Type A: All regions tife EU27 (= EU28 without the UK), weighted equally
1 Type B: The regions thie EU27 weighted according to the exposure of their GDP to Brexit
2.3. Picturing the potential territorial effects through indicators

In order to assess the potential effeckspictedin the conceptual modekuitable indicators need to
be selected related to the parametediscussed bythe experts in the fields othe economy,
environment, society and governance. The availability of data for all NUTS 3 ssggorestain
limitationson theindicators that can be used. From the available indicators thaE8RON TIA Quick
Check web toatffers, the experts chose the following indicators to describe the identified effects.

Depictingpotential territorial impactdased oreconomidndicators

Accessibility by air

Multimodal accessibility

Total patent applications per million inhabitants

Total overnight stays per thousand inhabitants

Share of persons employed in iagtture, forestry and fishing

Share of persons employed in financial anduiance activities; real estate activities;
professional, scientific and technical activities; administrative and support service activities
1 Share of persons employed in technology and knowlatdgasive sectors

=A =4 =4 =4 -4

Depictingpotential territorial impactb¥ased orgovername-related indicators

1 Quality and accountability of government services
1 Share of ERDF & CF expendita@DP
1 Share of EAGF & EAFRD expenditu@DP

Depictingpotential territorial impact®ased orenvironmentaindicators

1 Emissions a£Q per capita (tonnes)

2.4. Judging the intensity of the potential effects

The participantdn the workshop were asked to estimate the potential effects deriving fiwn
impact of the UK's withdrawal from the EU on EU27 regihnesy judged the potential effect on the
territorial welfareaccording tahe following scores:

++ strong advantageous effect on territorial welfare (strong increase)
weak advantageous effect on territorial welfare (increase)
no effect/unknown effect/éect cannot be specified

- weak disadvantageous effect on territorial welfare (decrease)

-- strong disadvantageous effect on territorial welfare (strong decrease)

= =4 =4 4 A

2.5. Combining the expest judgement with the regional sensitivity

The ESPON TIA Quick Checkbowes the exped judgement on the potential effeateriving from
the impact of the UK's withdrawal from the EU on EU27 redexposurég with indicators picturing
the sensitivity of regionsesulting in maps showing a territohjadlifferentiated impat. This approach
is based on theulnerability conceptleveloped by the Intergovernmental Panel on Climate Change




(IPCC). In this case, the effects deriving from a particular policy measure (exposure) are combined with
the characteristics of a regioneffitorial sensitivity to produce potential territorial impacts (cf.
following figure).

Figure3 ¢ Exposure x territorial sensitivity = territorial impact

Policies Regions

. .

Different for
each policy proposal
|esodoud Adijod jo
juepuadapuy

Exposure Territorial sensitivity

Workshop —»  Territorialimpact |€— Data

Source: OIR, 2015.

1 ‘'Territorial Sensitivitydescribes théaselinesituation of the region according to its ability to
cope with external effects. It is a characteristic of a region that can be described by different
indicators independently of the topic analysed.

1 'Exposuredescribes the intensity of the potential effecaused by th&JK's withdrawafrom
the EUon a specific indicator. Exposure illustrates the exp@rdgement, i.e. the main
findings of the expert discussion at the TIA workshop.

2.6. Mapping the potential territorial impact

The result of the territoridgimpact assessment is presented in maps. The maps displayed below show
potential territorial impacts based on a combination of the ex@grtigemens on the exposure with

the territorial sensitivity of a region, described by an indicatddUTS3 level. Vneasthe expers'
judgement is qualitative (i.estrong advantageous effect on territorial welfare/weak advantageous
effect/no effect/weak disadvantageous effect/strong disadvantageous effect), the sensitivity is a
guantitative indicator.A detailed desgption is provided in thappendix).
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Expected eonomiceffects

3.1 GDPexposure to Brexit: discussion

Arecent study by Cheetal RS @St 2 LUSR bly AYyRSE 2F 060X0 SELRA&dNNB
effects due to geographically fragmented production processes within the UK, the EU and beyond".

The exposure of regions, at NUTS2 level, is based on the merging of the inforomtiaimed in a

series of data source$he main question behind their analysis is how big the required structural and
economic adjustments triggered by the UK leagiggor any given regiorthe authors analysddur

areas: primary industriegnanufactunng, construction andservices. From those elements, they
calculated an aggregagzonomic exposure.

Overall, Irelands the most affected countrywith both NUTS2regions having an exposure above
10%. Out of the more than 200 regions analysed in the s@flyrave an exposure of above;5%o
these almost all are German (headed by Stuttgéitijngen andJpper Bavaria Malta is also one of
the most affected countries (8% exposure). Dutch regionave high exposure levels, ranging from

5.16%in Zeelandto 3.67%in Utrecht, followed by Belgian ones (ranging frorh4% in Walloon
Brabant to 278%in the Brussel€CapitalRegio.

09%-2% N
2%-4% o O G 4
4%-6% e NN ./
6%-8% ~ \
5%-10% / ]
10%-12% § ? /
1299-14% b 2 \
S

149-16%
16%-18%

Map 1 - Regional shares of local GDP exposed to Map2 - Regional shares of local GDP exposed to
Brexit (including the Uk3ource: Cheat al Brexit (excluding the UK). Source: Céieal

® The NUTS 2013 was the version appiredll maps used throughout the workshop and in the studies here
mentioned. The currently applicke version is the NUTS 2016 classification, valid from 1 January 2018 and listing

133 regions at NUTS 1, 311 regions at NUTS 2 and 1373 regions at NUTS 3 level. A correspondence table is
available ahttp://ec.europa.eu/eurostat/web/nuts/nationagtructureseu.
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Such exposure is tradgelated only It gives us an image of the risks that each region faces because a
disruption in trade could come in multiple forms. If the UK abandons the customs union, higher costs
and lengthier procedures would follow. If the UK abandons the Single Market, thendifiandards

will entail a rise in production costs and bureaucracy to have products certifled.does not
automatically meathat a more exposerkgionis going to lose out from the UK's withdrawal from the
EU as several experts notekinowledgeintensive industries might be able to redirect their products

to other markets. Crucially, reduced trade links between the UK and EU27 thighigh a
substitutioneffect, evengenerate business opportunities for some companieglacingBritish goods

and service providers within the internal markéévertheless, the maps above show us the degree of
risk for each region, which should not be underestimaibe. type of economi@bricmight also have

a role to play. SMEs do not have the sameugsesas large companig® prepare for an economic
shock of this magnitude. Regions with higher concentratifrbig companies might thus be more
exposed, butalso moreresistantto Brexit, because those companies are alredeyelopingthe
means to ovecome potential trade barriersThisalso depends very muclon how small and large
companies are involved in global value chains, or regional value chains.

Converselyregions dependent on economic activities viitlv added value might suffer a kneck
effect from one sector (agriculture and fisheries, tourism) to others (for examplepfoodssing
industries, real estate) and thusse much larger proportions than could initialyave been
anticipated froma mere geostatistical analysis.

Experts fromregions, cities, chambers of commerce and associations representing regions that
participated in the TIA workshop higjtlied thatsome resultdn the studies andaisedduring the
workshop must be interpreted carefullyrhisrelates for instanceto the fact that the focus on
GDP/trade inevitably meatisat regions with higher levels of GDP/trading patterns come out as most
affected by Brexit, which can mask and understate the impact on other regions where economic
activities are smaller but more concengd. It was also underlined that the complexities and
interlinkages within regionscultural, economi@andsocial linkages do not necessarily get picked up

in statisticsbased analysidience theexperts'concluding commentsn the need for more specdj
localised impact studies to get a better understanding of the potential impact of Brexit.

Moreover, the experts noted that the dynamic effects of Brewdre difficult to captureduebothto a
lack of data ando the overwhelming uncertainty of the ongoing political negotiatidrtsee way
regions, countries and companies are reacting and will continue towébicifluence the final effects
of the UK's withdrawal from the EU.

3.2 Primary Sector

Though there was i@ completeconsensus, the experts attending the workshagstly agreed that
agriculture and fisheriesvere sectorsfacingsizeable riskswith a majority of them believing there
wouldbe aweak negative impact

Thestudy undertakenby t33 shows ahighimpact inwesternFrance(especially Brittany}he Centre
and Northregionsof SpainWest Flanders, large parts of Greece, Portugal and Ralahdreland

12



Assessing the impact of UK’s withdrawal from
the EU on regions and cities in EU 27

Map 3 - Exposure index forvegetables,
foodstufs and wood, regionallevel. Source:
t33

With a differentmethodology, explained above, the study by Cheml. reveals a strong impact
throughout the whole of Ireland, followed atonsiderable distance by the Netherlands and Belgium.

Tablel ¢ The 20 most exposed NUTS2 regions in primary industries. Sourcet &hen

Region Country Exposure | Region Country Exposure
Border Midlands and Western Ireland 30.1% | Zeeland Netherlands 9.6%
Southern and Eastern Ireland 23.8% | FrieslandNL) Netherlands 9.1%
Noord-Holland Netherlands 12.3% | Groningen Netherlands 8.6%
Flevoland Netherlands 12.3% | Hovedstaén Denmark 8.4%
Noord-Brabant Netherlands 12.2% | Drenthe Netherlands 8.3%
Limburg(NL Netherlands 11.4% | Prov LuxembourdBE) Belgium 7.7%
Gelderland Netherlands 114% | Prov WestVlaanderen Belgium 7.0%
ZuidHolland Netherlands 11.1% | Prov Limburg(BE) Belgium 6.8%
Overijssel Netherlands 11.0% | Prov Namur Belgium 6.3%
Utrecht Netherlands 10.4% | Prov Antwerpen Belgium 6.2%

Besides this datdpr regions such as Brittany or Galieia,well as the whole of Irelana,potential

closing of Britishvaters(not only the Exclusive Economic Zone of Great Britain and Northern Ireland,
but also that of British dependencies, suclhasFalkland Islandpyesents considerable danger

13



ACTIVITE DE LA FLOTTE BRETONNE EN 2013
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Map 4 ¢ Activity of the fishing fleet of Brény, 2013

SourceConsequences tBrexit for the AtlanticArc Regions
Atlantic Arc Commission

In the map above we can see one of the potential impacts of the UK's withdrawal from the EU. As
explained by th&€PMRAtlantic Arc Commissipnne of the principles of the Common Fisheries Policy
states that vessels registered with the EU fishing fiegister have equal access to EU waters and
their resources andBreton vessels conduct 50% of their activities in this BKXclusive Economic
Zone (EEZ). The lIrish realize 30% of their catch in British Waerfisheries are often the drivers of
localeconomies, their impact could be multiplied throughout the secondary (food industries) and the
tertiary (tourism, trade) sectors.

3.3 Secondary Sector

The range of industries that will be affected, and the extent to which they will be affected, will depend
onthe finalagreement reached between the UK @hd EU27 with regard to their future relationship.

The exposure for manufactuseis extremely high, when compared to the primary industries. Indeed,
there are50 NUTS2 regions that, according to Ckeal., have an exposure to the withdrawal of the
UK from the EU of 10% or more.

Table2 ¢ NUTS2 regions with 10% or more Brexjgosure.
Source: Cheat al

Region Country | Exposue | Region Country Exposue
Southern and Eastern Ireland | 18.8% Dresden Germany | 13.8%
Border Midlands and Westery Ireland | 18.0% BrandenburgNordost Germany | 13.6%
Hamburg German | 17.5% Thuringen Germany | 13.6%
Berlin German | 17.2% Tubingen Germany | 13.6%
Koln German | 16.8% Oberfranken Germany | 13.6%
Disseldorf German | 16.7% Lineburg Germany | 13.6%
Darmstadt German | 16.2% WeserEms Germany | 13.6%
SchleswigHolstein German | 16.1% Giessen Germany | 135%
Halle German | 16.0% Niederbayern Germany | 135%

e "Consequences of "Brexit" for the Atlantic Arc Regigig€thnical note from the Atlantic Arc Commission, 20
February 2017.
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BrandenburgSudwest German | 15.6% Koblenz Germany | 13.4%
Magdeburg German | 15.6% Mittelfranken Germany | 13.4%
Minster German | 15.0% Detmold Germany | 13.4%
Mecklenburgvorpommern | German | 15.0% Trier Germany | 134%
Chemnitz German | 15.0% Karlsruhe Germany | 13.3%
Oberbayern German | 15.0% Oberpfalz Germany | 13.0%
Rheinhesseirfalz German | 14.9% Schwaben Germany | 13.0%
Bremen German | 14.9% Saarland Germany | 13.0%
Dessau German | 14.8% Freiburg Germany | 127%
Arnsberg German | 14.5% ZuidHolland Netherland | 11.4%
Stuttgart German | 14.5% lle-de-France France 10.7%
Hannover German | 145% Flevoland Netherland | 10.5%
Leipzig German | 14.4% Region de Bruxell€Sapitale | Belgium 10.3%
Kassel German | 14.0% Groningen Netherland | 10.2%
Braunschweig German | 14.0% Noord-Holland Netherland | 10.2%
Unterfranken German | 14.0% Overijssel Netherland | 10.0%

Again, Ireland is globally the most exposed country, with both NUTS2 regions being equally affected.
The second most affected country is Germany, thigcities of Hamburg, Berlin anid the state of

North RhineWestphaliaCologneand Dusseldorf, having similar levels of exposure to tindke Irish

regions. At some distandehind the Dutch Randstad regions, as well agdierance and Brussels

are also above the 10% level of exposure.

During the workhop the experts did not focus on specific regions. Nevertheless, the study conducted
by t33 analysed several sectors:

- in transport vehiclesVest development region (Romania), Stuttgart and Niederbayern
(Germany) and MiePyrénées (France) are likedybe the most affected;

- in other sectors, the results are more diffuse. In textiles, one region that seems severely
affected isnorthern Portugal; in chemicals and plastics, several regions across Spain, France and
Germany, as well &slreland and Bglarig could be negatively impacted;

- in machinery, the regions betweenuthern Germany andorthern ltaly seento be most
exposed.

It is worth noting here that even less exposed countries can contain regibngery high exposure
This is the case, for example, with ¥estand NordVestregiors of Romania, which are among the
regions likely to be exposed in the sector of "transport vehicleshagn inthe following figure.
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Map 6 ¢ Exposure to Brexit in the
textile and furniture sectors

Source: t33
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Map 5 ¢ Exposure to Breixin the
transport vehicles sector.

Source: t33

Map 7 ¢ Exposure to Brexit in the machiner
sector.

Source: t33
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