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REVIEW OF THE REGIONAL STATE AID SYSTEM 
 

The proposal for the review of Regional State Aid Guidelines for 2014-2020 presented by the European 
Commission in January 2013 contains a number of welcome improvements in terms of flexibility and 
administrative simplification (such as the increased use of the General Block Exemption Regulation [GBER]). 
Nevertheless a number of key points are subject to criticism. 

A) The Commission's proposal seems to ignore the particularly severe economic and social 
crisis that is affecting many areas of the Union. 

• While we can understand that the purpose of competition policy is to promote the competitiveness 
of the EU economy and, in order to do so, gradually reduce the scope and intensity of aid schemes, 
we cannot ignore the fact that the EU has in recent years experienced one of the most serious 
economic and social crises in its history. The time seems particularly ill-chosen to significantly lower 
the ceiling applied to population coverage for assisted areas (which would fall from 45.5% for EU27 
to 42%) and reduce the level of intensity of aid (by 5 to 20 points depending on the case). 

• The Commission takes little account of the fact that the scope and intensity of aid is not just an 
internal matter for the European territory, but that it also affects trade between the EU and third 
countries, whose own rules on aid (not to mention their practices with regard to wages and social or 
environmental issues) are much less stringent. 

• Furthermore, the proposed reductions planned by the Commission seem predominantly to hit some 
of the most vulnerable territories. Thus, the bonus in the intensity of aid granted to outermost 
regions is cut by half (from 20 to 10% and from 10 to 5% depending on the circumstances), though 
there is nothing to indicate that the characteristics of these territories, highlighted in Article 349 of 
the Treaty, have evolved in any way. More generally, it is observed that in a number of cases, the 
gap between assisted regions covered by Article 107.3c) and non-assisted regions, closes by 5 points, 
equally reducing its incentive effect. 

• Finally, by upholding the current criteria for eligibility under the provisions set out in Article 
107.3a), the Commission fails to take into account the devastating effects of the unemployment rate, 
which between 2009 and 2011 increased in some regions by 50% to 100%, without this necessarily 
resulting in a negative growth of GDP/capita in similar proportions. This poses the problem of 
using GDP as a determining factor in deciding whether to classify a region under 107.3.a), and 
suggests that its use should be “enhanced” by combining it with unemployment figures, especially 
when there is a sharp and marked rise in the number of jobless. 
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Consequently, the CPMR asks for the future guidelines to: 

- Maintain, at the very least, the status quo in relation to the current provisions (2007-2013 period) 
both in terms of aid intensity and population coverage (based on 45.5% of EU-27, and without 
prejudice to future EU enlargements). 

- Include in the rules concerning eligibility under the provisions of Article 107.3.a), a way of 
assessing developments in the unemployment rate. 

B) The proposed reform of Regional State Aid Guidelines lacks coordination with other EU 
policies. 

• The Commission’s argument on the relative inefficiency of aid to large companies (hence the 
proposal to scrap this outside the scope of Article 107.3.a) must be tempered by an appreciation of 
the driving effect that such firms have on a region’s economic fabric, especially within a vulnerable 
region (e.g. areas with very low population density). 

• Moreover, questions may be raised as to the relevance of an extremely broad definition of what is a 
“large company”, where a firm with 251 employees is put on a par with a multinational. 

• Similarly, we might question the reasoning behind which the EU supports strategic objectives on the 
one hand - such as those set out in EU2020, or those defined in the framework of “blue growth” - 
while on the other hand excluding from any form of assistance many large companies that 
contribute significantly towards these goals. This is especially damaging when these companies 
invest in high-tech sectors that are particularly exposed to global competition, as is the case for 
maritime industries. 

• Finally, we might note that an analysis of the Commission's proposals for Regional State Aid also 
reveals a certain dichotomy with the Cohesion Policy proposals. For regions that were in the “less 
developed” category for the 2007-2013 period but whose GDP/capita now exceeds 75% of the EU 
average, Cohesion Policy guarantees an allocation equal to 60% of what was received on average 
during the current programming period. By contrast, under Regional State Aid, the former “less 
developed” regions cannot be considered as “predefined” areas under Article 107.3.c) unless their 
GDP/capita is <90%. It is therefore necessary to restore some parity in the treatment of these 
territories within these two sets of legislation. 

Consequently, the CPMR asks for the future guidelines to: 

- Authorise aid for large companies in the regions covered by Article 107.3.c when they contribute to 
the strategic objectives set by the EU, or when these areas are faced with a particular element of 
vulnerability as acknowledged in Article 174 of the Treaty; 1 

- Authorise aid in particular to large companies that contribute to the “blue growth” objective, 
especially the maritime industry and maritime clusters; 

- Failing this, the CPMR believes that the creation of an intermediate category of large companies 
would, to some extent, help to differentiate those that are historically rooted in the regional 
economy from those belonging to a multinational and which therefore have unrivalled capacity in 
terms of access to capital or choice of location; 

- The CPMR also requests that, in order to be consistent with Cohesion Policy, the scope of the 
“predefined” regions under Article 107.3c) should be extended to all areas that were covered by 
Article 107.3.a) during the 2007-2013 period. 

  

                                                           
1 Note of reservation by the Swedish and Danish Regions: The basic opinion of the Swedish and Danish regions is that direct state aid 
to large enterprises should be phased out. The Swedish and Danish regions cannot therefore agree with that part of the proposal which 
concerns direct state aid to large enterprises. Nevertheless, the Swedish and Danish regions recognise that islands, outermost regions, 
northern sparsely populated areas and vulnerable regions are subject to special conditions. 
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C) The Commission’s proposal limits the scope of measures for regions covered by special 
Treaty provisions on account of their characteristics, or even ignores them. 

• The Commission's proposals fail to adequately address or indeed even ignore the particularly 
vulnerable situation of a number of territories, though this is explicitly recognised in the Treaty, 
either under Article 349 for the outermost regions, or Article 174 for islands, mountain areas and 
sparsely populated regions. 

• Businesses located in these regions are, to varying degrees, faced with many overcosts or constraints, 
e.g. poor accessibility, lack of economies of scale, small market, high prices or limited availability of 
facilities and services, weather conditions, etc. The proposed Regional State Aid guidelines do not 
seem to appreciate that as a result of this, aid granted in these areas is highly unlikely to cause 
distortion to the market.   

• This is first and foremost the case of the outermost regions, which come under the provisions of 
Article 349 of the Treaty, and which have seen their maximum increase in aid intensity halved. It 
may also be noted that the draft guidelines no longer contain any reference to the fact that the 
operating aid these regions are entitled to claim is not limited in time and not subject to progressive 
reduction. However, the CPMR does welcome the planned inclusion of operating aid for additional 
transport costs within the GBER, and considers this to be a positive step forward. 

• The above situation also relates to various territories expressly mentioned in Article 174 of the Treaty 
as suffering from serious and permanent geographic or demographic handicaps, which require 
special attention, namely: 

a) regions with a low population density, whose maximum aid intensity is being reduced by 5 
percentage points compared to the current period, and which will now be unable to grant 
investment aid to large companies; 

b) islands, which are not entitled to any special measures (except the very limited existing ones 
on regional zoning under Article 107.3c).  

• The CPMR considers that the Commission's current proposals are unacceptable insofar as they will 
result in certain islands being automatically excluded from the scope of Article 107.3.c) despite their 
obvious vulnerability. It denounces the absurdity of a system that may, on the basis of unsuitable 
statistical criteria, classify as “developed regions” remote and sparsely populated archipelagos such 
as Shetland in the same way as prosperous urban areas like Paris, London and Frankfurt. 2 

• This situation similarly affects Small Island States like Malta and Cyprus, which, despite a 
particularly difficult context, will suffer in the former case a drastic reduction of permissible aid 
intensity due to losing its Article 107.3a) status, and in the latter, the combination of a sharp fall in its 
percentage of eligible population and the reduction of aid intensity. The CPMR notes that, here too, 
the Regional State Aid proposals contrast with the provisions under Cohesion Policy and the 
Multiannual Financial Framework, which explicitly recognise the vulnerability of small island states 
and grant them an additional allocation3 , as well as increased co-financing rates. 

• Finally, the CPMR regrets the disappearance of the former point 31 of the Regional State Aid 
guidelines allowing small areas below NUTSIII level to be targeted, insofar as this – failing the 
coverage of the NUTS area as a whole -  helped to provide much-needed assistance to outlying rural 
areas in mountainous regions, islands or regions with low population density. 

  

                                                           
2 The case of Shetland, which belongs to a NUTSII area with an overall population density below 12.5 inhab/Km² (the Highlands & 
Islands of Scotland) also  raises the issue of why the criteria for classification as sparsely-populated areas  is limited to NUTSIII level, 
and not to NUTSII or NUTSIII levels. It will be remembered that it is the NUTSII level, which is presently used as a scale for allowing 
operating aid, albeit with a different threshold (<8 inhab/Km²).  
3 Point 51 of Council Conclusions, 7 and 8 February 2013. 
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Consequently, the CPMR asks for the future guidelines to: 

For Outermost Regions: 

- Maintain the aid intensity ceilings to which OMR are currently entitled; 

- Make explicit reference to the fact that operating aid is not limited in time and not progressively 
reduced. 

For regions with low population density: 

- Maintain the aid intensity ceilings to which regions with low population density are currently 
entitled; 

- Authorise investment aid for large companies located in these regions. 

For islands: 

- Include all island regions and small island states in the list of “predefined” areas covered by 
Article 107.3c), or, alternatively, include the island NUTS whose small population size emphasises 
the lack of economies of scale and the limited size of the market4; 

- In the same way as for regions with low population density, authorise island regions to implement 
operating aid to cover the additional costs of transport, or aid aimed at reducing depopulation. 

- The particular permanent handicaps of Small Island States should be given due recognition in the 
Regional Aid Guidelines, thus being in line with the principles laid down in Article 174 of TEFU, 
as well as with the provisions under cohesion policy and the Multiannual Financial Framework. In 
the same way as Outermost Regions, a “top-up” in the permissible aid intensity levels should also 
be applicable to single region island States, as they face permanent handicaps to their economic 
and social development. 

Generally: 

- Failing their inclusion as a whole in the list of “predefined” areas under 107.3c), allow regions 
beset by permanent demographic and geographic handicaps to target aid towards small areas 
below NUTSIII level, according to the provisions set out in Point 31 of the current guidelines. 

 

                                                           
4 As an indication, the impact of including islands, including small island States, in the list of “predefined regions” under Article 107.3.c 
has roughly been estimated at: 

- 1.2% of the EU population if all islands were concerned 
- 0.54% if only island NUTSIII  with pop. <300.000 were concerned 
- 0.35% if only island NUTSIII  with pop. <100,000 were concerned, this actually corresponding in real terms to a marginal 

increase of 440,000 inhabitants in relation to the eligibility rules currently proposed. 


