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MOTION FOR A EUROPEAN PARLIAMENT RESOLUTION

on the role of direct State aid as a tool of regional development
(2004/2255(INI))

The European Parliament,

– having regard to the European Commission's 'non-paper' from the services of DG 
Competition for discussion at a first multilateral meeting with experts from the Member 
States,

– having regard to Article 87 (3) of the EC Treaty,

– having regard to Article 158 of the EC Treaty,

– having regard to the Communication from the Commission - Third Report on Economic 
and Social Cohesion (COM(2004)0107),

– having regard to its resolution of 22 April 2004 on the Third Report on Economic and 
Social Cohesion1,

– having regard to the objectives of the Lisbon Strategy,

– having regard to the conclusions of the Barcelona and Gothenburg European Councils, 
and in particular the provisions under which the Member States agreed to reduce the level 
of State aids in the European Union, limiting them to subjects of common interest, 
including economic and social cohesion,

– having regard to Rule 45 of its Rules of Procedure,

– having regard to the report of the Committee on Regional Development (A6-0000/2005),

A. whereas cohesion policies and State aid policies are complementary and structural fund 
regulations and regional aid guidelines should be as consistent as possible,

B. whereas Art. III-220 of the Treaty establishing a Constitution for Europe strengthens the 
cohesion objective by introducing a territorial dimension,

C. whereas most Member States have reduced State aid and reoriented it towards horizontal 
objectives in line with the EU strategy, reorientation towards cohesion objectives is less 
evident since regional aid has declined, 

D. whereas State aids have an impact on economic, social and territorial cohesion within the 
European Union,

E. whereas the Commission should also take into account the total value of State aid (per 
capita) in each particular region when evaluating the effects of regional State aids,

F. whereas only around 10% of overall State aids is regulated by the Regional Aid 

  
1 OJ C 104 E/2004.
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Guidelines, State aids can give a positive stimulus for economic development in a region 
lagging behind,

G. whereas the grant of State aids should be fully transparent so as to constitute an equitable 
instrument for balanced regional development and offera means of conducting State aids 
impact analyses and thereby allowing the application of the "better value for money" 
principle,

H. whereas a number of sophisticated and precise indicators of regional development and 
competitiveness should be used when evaluating the effects of State aids,

1. Welcomes the Commission's provisional proposal as laid out in its non-paper on the 
review of the Regional Aid Guidelines (RAG) from February 2005 to divide the areas 
referred to in Article 87 (3) (a) of the EC Treaty into three categories;

2. Suggests that on the basis of the  Treaty establishing a Constitution for Europe (Art. III-
220 paragraph 3), the outermost regions should automatically receive Article. 87 (3) (a) 
status, and. by the same token suggests that special consideration should be given to the 
particular regional circumstances;

3. Recommends that the statistical effect regions maintain their status as Art. 87 (3) (a) areas 
as already stated in its above-mentioned resolution on the Third Report on Economic and 
Social Cohesion granting them the same treatment as that applied to convergence 
objective regions by the general provisions for Structural Funds and Cohesion Funds;

4. Calls for the regions for which the Member States are submitting a programme to be co-
financed by the ERDF to be classified under the regional competitiveness and 
employment objective as Article. 87 (3) (c) areas;

5. Suggests that the Commission uses the employment rate as a supportive indicator for 
defining the aid intensity within Article. 87 (3) (c) areas by granting appropriate additional 
sums to those with a particularly high rate of unemployment;

6. Requests, especially for phasing-out purposes, that regional economic indicators be 
reviewed every two years, once the new Regional Aid Guidelines (RAG) have entered 
into force and, on the basis of such review, that the regions be reclassified into different 
categories in terms of aid intensity;

7. Welcomes in general the Commission´s approach towards the grant of State aids in 
regions not eligible for regional State aid;

8. Recommends that the Commission allow Member States to use State aid to to address 
particular economic problems in non-eligible regions by giving them the possibility of 
granting 10% State aid to large companies, especially where Member States are also using 
structural funds;

9. Urges the Commission, given the principle of fairness and rationality, to raise the ceilings 
of aid intensities in the first two categories of Article. 87 (3)(a) regions by 5% so that the 
conditions for applying State aid for regional development purposes remain the same in 
the new programming period as in the previous 2000-2006 period, and for the same reason
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also to consider the total level of State aid (per capita) in each particular region;

10. Urges the Commission to consider granting appropriate additional amounts to regions 
suffering from natural, geographic or demographic disadvantages as well as from high 
unemployment;

11. Recommends that the Commission set an effective maximum aid differential for 
unassisted regions sharing a land border with an assisted region and requests for that 
purpose that an impact analysis be carried out;

12. Congratulates the Commission for granting substantial additional amounts to SMEs;

13. Believes also that the Horizontal Aid Guidelines must take due account of territorial 
differences, in order not to jeopardise cohesion objectives;

14. Urges therefore the Commission to give an additional State aid intensity amount for 
poorer regions, in case State aid is granted on the basis of the new horizontal aid 
guidelines;

15. Proposes that the level of such additional amounts should depend not only on GDP per 
capita, but also on the unemployment rate;

16. Supports the Commission's intention to leave the definition of initial investment largely 
unchanged;

17. Welcomes the fact that temporary and decreasing operating aid will continue to be 
allowed for Article. 87 (3) (a) regions provided it addresses clearly defined bottlenecks in 
regional development and is proportionate;

18. Welcomes the fact that transport operating aid will continue to be allowed in the 
outermost regions and low population density regions;

19. Suggests that operating aid also be selectively allowed under certain conditions for the 
regions mentioned in Article. III 220 of the Constitutional Treaty;

20. Proposes that the Commission introduce a maximum percentage of the overall amount of 
State aid granted for certain intangible investment projects, in order to limit the maximum 
amount of funding in relation to total investment;

21. Emphasises that the requirement to maintain investment should correspond to 
requirements for Structural Funds;

22. Stresses the need for a differentiated approach by suggesting in particular that small 
enterprises should be obliged to maintain investment within the region only for 5 years;

23. Urges the Commission to define detailed rules for the recovery of aid, in the event ofsuch 
obligations not being respected;

24. Welcomes the Commission's intention to integrate the multi-sectoral framework within 
the new RAG;
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25. Emphasises that all sectors should be treated equally (the motor vehicle sector as well as 
the synthetic fibre sector) and no sector should be left outside the new RAG;

26. Cautions that the Commission's proposal to base maximum aid percentage on gross grant 
levels (unlike the previous period in which the different taxation systems were taken into 
account via the net grant equivalent (NGE) formula) will increase the differences between 
aid that can be received by companies not taking account of cohesion criteria;

27. Urges the Commission to continue using the NGE formula, in order to calculate the actual 
impact of State aid on regional development;

28. Welcomes the Commission's intention to extend block exemptions from prior notification 
for transparent forms of regional investment aid and recommends that the ceilings for 
block exemptions take account of inflation;

29. Emphasises that the Commission should make the rules for block exemptions simple and 
transparent, but introduce an appropriate control mechanism to prevent abuse of the block 
exemptions;

30. Asks the Commission to consult the European Parliament about the definitive proposal for 
the new RAG;

31. Instructs its President to forward this resolution to the Council, the Commission, and the 
Committee of the Regions.
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EXPLANATORY STATEMENT

State aids have an impact on territorial cohesion within the European Union, even though this 
impact can not easily be quantified. Support by State aids for companies is one factor, among 
others, influencing a company's decision to invest in a certain region, and, thereby, 
contributing to economic growth and job creation within this region.
In principle, the EU Treaty (Art. 87 to Art. 89) does not allow State aid, if they affect the 
internal market, since State aids have the potential to distort competition. However, certain 
State Aids for specific purposes are exempted from this general principle such as aid to 
stimulate the economic development of disadvantaged European regions.
The Commission sets - in a consultative process with the Member States - the framework for 
the maximum amounts of subsidies that public authorities are allowed to grant to businesses. 
The EU Commission has started a process of reviewing the rules for granting State aids to 
companies for specific purposes in the view of implementing the conclusions of the 
Stockholm and Barcelona European Council.

The Stockholm and Barcelona European Council call for reducing the overall level of State 
aid and for redirecting such aid towards horizontal objectives of common interest, including 
economic and social cohesion, and target it to identified market failures. In short, the 
European Council pleads "for less, but better targeted State aid".

In this context, the Commission presented consecutively several non-papers on reviewing the 
Regional Aid Guidelines (RAG) as part of a consultative process with Member States. The 
reform of the RAG will be followed by a review of horizontal guidelines for State aids, which 
set the framework for granting State aids for other purposes such as stimulating research and 
development, improving the environment etc.
The rapporteur welcomes the efforts of the European Commission to implement the European 
Councils conclusions. The reform of the EU State aid regime should contribute to fulfil the 
Lisbon Strategy committed to raising EU competitiveness. Consequently, regions that have 
achieved growth, but need to improve their competitiveness, must be supported in the most 
efficient way.

Nevertheless, this aim should not be pursued at the expense of Cohesion objectives. 
Following enlargement, regional disparities within the EU have increased. The new RAG 
must contribute to fulfil Cohesion objectives thus concentrate on the regions most in need.
Reducing State aid without jeopardising Cohesion objectives - despite increased regional 
disparities - can only be achieved by targeting State aids better. To target State aid better 
further and more precise differentiation of the aid intensities and the eligible areas is needed.

The rapporteur believes that Strutural Funds and the discretion of granting State aids are two 
complementary key elements for achieving Cohesion objectives.

The rapporteur appreciates that the Commission´s proposal concentrates State aids on the 
convergence regions, i.e. regions most in need.

At the same time more differentiation and flexibility should be introduced for granting State 
aids in poorer regions above an average Community GDP of 75% per capita and a review of 
categorisation should be carried out every two years for all categories.
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In order ensure consistency with the new Cohesion Policy, areas covered by the regional 
competitiveness and employment objective and for which the Member States will have 
submitted a programme to be co-financed by the ERDF should also have the possibility to 
benefit from State aids.
The new RAG must provide some discretion for Member States to grant State aid in areas hit 
by an economic crisis. The rise of the unemployment rate - in combination with the average 
GDP per capita - should be used as an indicator for economic crisis. These regions should be 
temporarily eligible for State aid as an Art. 87 (3) (c) region.
The rapporteur is worried about the fact that many of the statistical effect regions have not 
become any wealthier so they could not catch up with other regions within the same Member 
State and, consequently, regional disparities within one Member State can increase.

Therefore, the best solution would be that statistical effect regions should maintain their status 
as Art. 87 (3) (a) regions. The statistical effect regions should at least be treated in the same 
way as the richest Convergence objectives areas until the end of 2009 as it has been proposed 
by the Commission in its latest non-paper.

Consistency with structural funds regulation is key. Therefore, the rapporteur agrees with the 
EU Commission's view that Convergence Regions of the new Structural Fund Regulation 
have to match the definition of Art. 87 (a) regions in the new RAG, including the statistical 
effect regions.

The rapporteur believes that the definition of Art. 87 (3) (c) needs to take also account of the 
unemployment rate. Regions eligible under Art. 87 (3) (c) hit by a particularly high 
unemployment rate should benefit from a bonus in terms of aid intensities.
The rapporteur further suggests that a safety net will be introduced to ensure a smooth 
transition to the new RAG and to avoid any disruptive effect of reviewing the RAG.
A smooth transition has also to be ensured in geographical terms. This raises the issues of 
bordering regions. In particular detrimental effects on competition have to be avoided for 
currently assisted regions, which will lose or will see their Regional aid status downgraded, 
bordering a region with a different RAG status allowing for much higher aid intensity.
Consequently, the rapporteur suggests introducing a maximum aid differential between 
bordering regions.
The Lisbon Strategy should be the overall aim of the guidelines on State aid. In particular, 
more support should be granted for start-ups and innovative entrepreneurs, in order to make 
the European economy more dynamic.

At the same time, the horizontal State aid guidelines have to take account of the Cohesion 
dimension. This can be done by granting a bonus in terms of aid intensity on the basis of State 
aid given under the thematic approach to areas eligible under the RAG. The bonus should not 
only take account of the average GDP per capita, but also of the unemployment rate.

This links the Cohesion dimension with the Lisbon Strategy of generating more and better
jobs.

The rapporteur welcomes the intention of the Commission to maintain the definitions of 
eligible expenses largely unchanged.

According to the rapporteur the state aid should not serve to finance substantial layoffs and 
the closure of a production site in another region of the EU. 
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Nevertheless, it should not be forgotten that State aids are not the most important criteria for 
companies to relocate. Decision on locating economic activities depend more on predictability 
of the economic and political conditions, qualification of labour force, and the tax system.

The obligation to maintain investment financed by State aids for at least 7 years does not 
seem to provide enough flexibility for companies to adjust to a rapidly changing economic 
environment, in particular, for businesses dealing with new technologies, rapidly evolving.
Therefore, a more differentiated approach seems to be necessary: The rules should 
differentiate between large scale investments on the one hand and SME projects on the other 
hand.

Last but not least, it is of outermost importance that the Commission elaborates precise rules 
for recovery of aid, in case these obligations are not respected. Otherwise, the dissuasive 
effect of an obligation to maintain subsidised investment within a region is rather limited. 
Furthermore, the harmonised implementation of Community law as a fundamental legal 
principle of the EU would be put at stake.
The rapporteur welcomes the intention of the Commission to integrate the multi-sectoral 
framework within the new RAG, since it will lead to simplification and more transparency.
There is no support for the idea of changing the calculation method by basing maximum aid 
percentages in terms of gross grant (unlike the current calculation method in which the 
different taxation systems were taken into account via the net grant equivalent (NGE) 
formula). This change will lead to major difference in the level of State aids allocated to 
company within regions having the same eligibility status but different tax system.

Given that there is no harmonisation of corporate taxes at EU level, hence, this will lead to 
distortion of competition and introduce major differences, which do not take account of 
Cohesion criteria.
The rapporteur believes that transparency and simplification must be the guiding principles 
for reviewing the block exemption rules.
In general the raporteur is of the view that state aid is definitely not a panacea for 
development or redevelopment. For real and effective results there must be a mix of measures 
designed to improve the road and train infrastructures, to upgrade the human resources, to 
design the competitive future of the region, to build institutional capacity, create facilities for 
SME and so on. But at the same time it is obvious that rightly applied, controlled and 
analysed state aid can be a valuable contribution to the regional development with an aim to 
achieve competitive regions of growth and jobs as set by the Lisbon Strategy.


