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Szanowni-Paiistwo,

Pragne uprzejmie poinformowac, iz Kornisja Europejska rozpoczeta konsultacje
z panstwami cztonkowskimi w sprawie przysztych Wytycznych w sprawie krajowej
pomocy regionalnej na lata 2014-2020. W tym celu przygotowata dokument pn.
»Revision of the regional aid guidelines. Non-paper from the services of DG
Competition for discussion at the first multilateral meeting with experts from
the Member States”, kiéry przesytam w zalaczeniu, z uprzejma proby o
przedstawienie ewentualnych komentarzy, uwag lub zastrzezen do dnia 20 stycznia
2012 r., w tym rowniez w formie elektronicznej na adres mailowy:
marcin.machon@uokik.gov.pl. Zgloszone przez Pafstwa uwagi postuza do

przygotowania stanowiska strony polskiej, ktore zostanie przekazane Komisji
Europejskiej oraz zaprezentowane w trakcie spotkania wielostron nego, ktére ma mied
miejsce w Brukseli w dniach 8 - 9 lutego 2012 r.

Z powazaniem,

Zat. 1
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REVISION OF THE REGIONAL AID GUIDELINES

Non-paper from the services of DG Competition for discussion at the
first multilateral meeting with experts from the Member States

INTRODUCTION

Following the workshop that DG Competition organised with representatives of
EU Member States, EEA Member States and the EFTA Surveillance Authority in
March 2011, 16 EU Member States and Norway have submitted written
contributions to DG Cormpetition on the topics to be revised in the regional aid
guidelines (RAG) for the period 2014-2020.

This non-paper sets out the provisional orientations of the services of DG
Competition, based on the written comments received from EU/EEA Member
States, This document is intended to serve as a basis for discussion with EU/EEA
Member States during the first multilateral meeting to be held on 8-9 February
2012. It does not prejudge the positions of the Commission,

This non-paper addresses the material and sectorsl scope of the RAG and the
provisions regarding the designation of assisted areas under Articles 107(3)(a) and
() of the TFEU (regional aid maps).

Issues such as the form of aid (initial investmen aid, operating aid, etc.), eligible
expenses, rules on cumulation, notification thresholds, compatibility assessment
rules', etc., will be discussed with EU/EEA Member States during subsequent
stagss of the prepargtion of the RAG, including as part of the discussions on the
revision of the General Block Exemption Regulation (GBER) for those provisions
that would be covered under that Regulation,

CONTEXT OF THE REVISION

The context for the next RAG is the following

(8}  GBER: The existence of the GBER since 2008 has widened the possibility
for Member States to implement a significant number of aid measures
without the need for any prior notification to the Comumission. This shift
towards more block-exempted between measures also has to be taken into
account for the design of the rules on regional state aid,

(®)  No major EU enlargement to absorb: Compared to the situation in 2007,
where it was necessary to reduce aid coverage in the EU-15 Member

Regarding compatibility asscssment rules, it could be foreseen to do sway with the current thresholds
under paragraph 68 of the RAG and to simplify the assessment process.

5. (087022
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States in order to take imto account the enlargement of the EU to 12 new
Member States, the main challenge for the next RAG will be to achieve a
balance among all Member States by concentrating on the regions most in
need and, therefore, enabling more efficient regional policies,

Reduction in ‘a’ regions: Based on the figures currently availsble for
regional GDP (2006-2008 data), in the next period (2014-2020) 24.4 % of
the EU-27 population wonld be located in ‘a’ regions compared 1o around
32.1 % in the current period (cf. maps below). The number of ‘a’ regions
would drop from 86 to 67°.

| 2014-2020 §

i

Effect of the economic crisis; The fact that the level of GDP per capita or
unemployment of certain Member States or regions is likely to have
deteriorated needs to be taken into account as regards the data used for
determining the population coverage of each Member State. The revision
of the RAG takes place in the context of severe budgetary constraints in
most Member States, although to differing degrees, This will accordingly
limit the scope for granting state aid to contribute towards achieving
commnon interest objectives such as economic development in less
developed regions. The purpose of state aid policy is to support such
economic development while balancing such support against its distortive
effects on trade and competition in the internal market In view of the
fiscal consolidation strategies implemented by Member States, there is a
need to ensure that state aid rules avoid a fragmentation of the internal
market and to prevent the enhanced risk that distorsions of competition
and trade could occur on account of different capacities of Member States

(B

Germany would no longer have any *a’ regions, In Gresce the number of *a” regions would fall from 8
to 3, in Spain from 4 to 1, and in the UK from 2 to 1, By contrast, in Italy and Portugal *a’ regions
would remain the same. In the EU-12, Poland, Romania, Slovenia would jein the Czech Republic,
Hungary and Slovakia as being ‘4’ Member States except for their capital regions, leaving ouly
Bulgaria, Estonia, Latvia and Lithuania as 100 % ‘a’ Member States.
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o grant aid for investment purposes. To limit this nsk, 1t would therefore
seemn justified to Hmit the aid intensities for the different types of regions
and to focus more on regions most in need from an EU perspective.

KEY ORIENTATIONS FOR THE NEW RAG
3.1. Material scope of the RAG

Regional aid consists of initial investment aid or, In cerfain circumstances,
operating aid, which, in both cases, are targeted at specific regions in order to
redress regional disparities. While aiming to promote cohesion within the EU, the
distortive effects of this aid have to be kept to the minimum and the Commission
has to ensure that the positive effects of the aid outweigh its negative effects. As
the ‘a” regions ar¢ those most in need it is desirable to ensure that it would be
possible to grant investment aid to all type of companies. As ‘¢’ regions are more
developed from an EU perspective, the contribution to regional development of
Initial investment projects is proportionally less important. At the same time, for
projects implemented by large enterprises, the potential distorsions of trade and
competition are higher than for projects implemented by SMEs.

An important concern in the context of regional investient aid for large
enterprises is that these firms would often have made the investment concerned
even without financial support, rendering such support both ineffective and costly.
This ‘deadweight’ cost can occur in all forms of business support (in both SMEs
and large enterprises). However, it is more likely to occur for aid to large
enterprises. There is a growing body of evidence suggesting that regional
investment aid is more effective and efficient when geared towards SMEs’. In
part, this can be attributed to the observation that access to finance is more often a
problem for SMEs than it is for large enterprises. From this perspective, financial
support to SMEs can be expected to make more of a difference than financial
support to large enterprises. Large enterprises typically have more leverage
(bargaining power) vis-f-vis public authorities, as they are relatively more
important to the region than individual SMEs, The efficiency of financial support
given to large firmg, as measured e.g. in terms of cost per job created, may be
adversecly affected as a result.

For a general presentation, se¢e Commission 5taff Working Paper — Executive Summary of the Impact
Assessment accompanying the Proposal for a Regulation concerning the ERDF and the Cehesion Fund,
Beussels,  6,10.2001  (SEC/A2011/1139  final) for & pgeneral  presentation  (http:/our-
lex.europa.eu/LexUri Serw/LexUn Serv.do?uri=SEC: 201 1: L LI FIN:EN:PDFY); See alsa €. Criscuolo,
R. Martin, H. Overman, T. Van Reenen (2011), “The causal effects of an industdal policy”, mimeco
Centre for Economic Performance, London School of Fconomics for recent iesearch on the
effectiveness of the Regional Sclective Assistance (RSA) program In the UK . The stronger effect of
business support policies on smaller firms is also found in: 8, Wallsten (2000; for the US) “The effects
of government-industry R&D programs on private R&D: the case of the Small Business Innovation
Research program”™ RAND Joumal of Economics, 31, §2-100; X. Gonzéley, J. Jamandren, and C, Pazd
{2003; for Spainy “Barriers to innovation and subsidy effectiveness”™, RAND Journal of Economics, 36,
930-50; S. Lach {2002; for Israel) “Do R&D subsidies stimuiate or displace private R&D? Evidence
from Isvael” Joornal of Industrial Economics, 50, 369-90; R. Bronzini and E. Jachini (2010; for Italy)
“Are incontives for RE&D effective? Evidence from a regression discontinuity approach”™, mimeo Bank
of Ttaly: and B, Gorg and E. Strobl (2007, for Ireland} “The effect of R&D subsidies on private R&D"
Economica, 74(294), 215-234,
a
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Therefore, the direct negative effects of aid in favour of projects implemented by
large enterprises are more likely to outweigh any positive externalities. As a
consequence, regional investment aid would be limited fo SMEs only in these
regions,

The possibility for Member States to grant non-degressive and non-temporary
operating aid in oufermost regions and low population density areas would be
maintained as such aid ensble to address well-identified problems and does not
generally raise major competiion concerns. As the current provisions on
operating aid in ‘a’ regions have been used in only one measure {in Eastern
Germany) and in view of the strong distoriive effect of operating zid to large
enterprises, the possibility to grant ‘general’ operating aid in ‘a’ regions would be
limited to SMEs and under conditions similar to those laid down in paragraphs
76-79 amd 82-83 of the current RAG.

The possibility to grant start-up aid for newly created small enterprises would be
maintained.

Current practice shows that large nvestment projects (LIP, ie. projects with
eligible expenses above EUR 50 million) are mainly undertaken by large
enterprises. Due to the significant potential distortive effects of aid for these
projects, such aid is currently subject to an adjusted regional aid ceiling on the
basis of the following scale (for SMEs, no bonus may be granted):

Eligible expenditure Adjusted aid ceiling
Up to EUR 50 mio
For the part between EUR 50 mio and EUR 100 mie S0 2 of regional ceiling

Far the part exeeeding EUR 100 mio

100 % of regional ceiling

34 % of regionat ceiling

The current scaling-down mechanism would be maintained. As shown in the
graph below, this mechanism enables a significant reduction of the aid levels for
large investment projects, which are considered as potentially most distortive.

Bffeals of the sosing-taw n rechanism an the ald iMoncky
{eummant e colirgs)
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In order o lirut the distortive effect of very large aid amonnts granted to large
investment projects the eligible costs for which enterprises can receive regional
aid would be capped at EUR 500 million. This would enable to reduce the amownt
of aid for a limited number of cases with very high eligible costs and thus
contribute to reducing the deadweight effect of regional state aid (aid in excess of
the level required to produce an incentive to invest). Out of 34 LIP cases decided
between 1.1.2007 and 12.12.2011 under the current RAG, only nine had eligible
costs above EUR 500 million, the average amount of eligible expenditure being
EUR. 400 million (average aid amount of EUR 55.92 million)*,

3.2, Sectoral scope of the RAG

Specific state aid rules apply to the production of agricultural products® as well as
for fisheries and aquaculhure sector”, Thése sectors would therefore remain
excluded from the scope of the RAG, but the inter-relation with the RAG should
be improved.

Specific rules also exist for the transport sector. As a consequence, transport
means and equipment would remain excluded from the eligible investment costs
for undertakings having their main economic activity in the transport sector and
the SME bonuses are not applicable for LIP cases in the transport sector.

The RAG would continue not being applicable to regional aid in the coal industry,
which are subject to special rules laid down in specific legal instruments
(currently, the 2010 Conncil Decision .on State aid to facilitate the closure of
uncompetitive coal mines). '

The abovementioned sectors would continue to be excluded from the scope of
regional aid given the specific treatment they have in the corresponding state aid
legislation. For legal certainty, the scope of application of specific mles would
have to be clarified further (in particular for the transport sector).

Specific provisions on regional aid for shipbuilding would be integrated into the
next RAG. ‘

The exclusion of the steel and synthetic fibres sectors frorn the scope of regional
aid is a result of a long-established practice intended at probibiting investment aid
in sectors considered to be in overcapacity or in structural decline. DG
Competition would welcome comments on the need or not to maintain the

Out of the 135 cases processed as part of the transparency and monitoring provisions laid down in

paragraph 65 of the RAG, over the same perod, only one has eligible expenditure over EUR 500
million {eligible expenditure: EUR. 567.27 millicn; ald amount: BUR 7.49 million).

The RAG do not apply to the production of agricaltural products listed in Amnex T of the TFEU. They

do apply to processing and marketing of such products but only io the extent laid down in the EU
legislation spesific to the agriculiural sector. The (GBER. does not apply to aid favouring activitics in
the primary production of agricultural products, except for training aid, 2id in the form of risk capital,
aid for research and development and innovation and sid for disadvantaged and disabled workers.

The applicability of the RAG to the fisheries and aquaculture sector is not mentioncd in the RAG, The

GBER does not apply to aid favouring activities in the fisheries and aquaculture sectors.

5
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prohibition of regional aid in the steel and synthetic fibres sectors. DG
Competition may also foresee a specific consultation of sectoral/industry
representatives on this issue.

3.3. Regional aid maps

3.3.1. Overall population coverage

Given the exceptional nature of yegional aid, which is intended to fbcus on
cohesion objectives, the total population coverage of assisted areas in the EU
should be significanfly below that of pon-sssisted areas (below 50% of EU
population).

The overall population coverage would therefore be set at 42 % of the EU-27
population, which represents the same level i nominal terms as the starting point
for the two previous exercises (2007-2013: 42 % EU-25"; 1998-2006: 42.7 % EU-
15).

Compared to the current regionat aid maps as from 1.1.2011, on the basis of
Eurostat regional GDP data for 2006-2008 it would appear that the population
coverage comesponding to the NUTS 2 regions with a GDP per capita in
purchasing power standards (PPS) of less than 75 % of the EU-27 average and to
the outermost regions would fall from 35.5 % of the EU-23 population based on
2002 data to 24.4 % of the BU-27 population based on 2008 data. This important
relative reduction in the coverage comesponding to ‘a’ regions could provide
scope for reducing the overall population coverage at EU level below 42 % of the
EU average.

3.3.2.  Data jor the design of the maps

In order to reflect the effects of the economic crisis, the regional aid maps would
be based on regional GDP data for 2008-2010. As a consequence, the allocation
of population coverage per Member States would need 0 be defined in
March/Apri! 2013 (once the Eurostat regional GDP data for 200 has been
published).

The possibility of & mid-term review of the maps would also be maintained. DG
Competition would welcome comments on whether it could be useful to foresee a
mid-term review of the regional aid maps in 2017 and on the scope of such & mid-
term review. '

233 Designation of Article 107(3)(a) regions (‘a’ regions)

Iz line with the current and well-established definition, ‘s’ regions would continue
to be defined as NUTS 2 regions with a GDP per capita (in PPS) below 75 % of
the BU-27 average (Eurostat data; 2008-2010 average for regional GDP, 2010 for
population).

7

The end result eoverage for the EU-27 was 46.6 %
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In accordance with Article 107(3)(a) of the TFEU, the outermost regions would
be designated as *a’ regions regardless of their level of GDP per capita.

The category of statistical effect regions would not be maintained as it is not
Justified by the effects of the enlargement of the EU to Bulgaris and Romania in
2007 nor by those of the forthcoming enlargement of the EUJ to Croatia in 2013,
In the period 2007-2011, 16 regions were designated as statistical effect regions
(corresponding to 3.38 % of the EU-25 population). Based on projections using
data for 2006-2008, it would appear that only five regions would be affected by
the statistical effects of the 2007 and 2013 enlargements (corresponding to only
0.8 % f'the EU-27 population).

3.34. Possibility for Member States to designate certgin areas under
Article 107(3)(c) with out any specific justification (predefined ‘c’
areas)

In order to ensure a transition from ‘s’ status to ‘¢’ status, Member States would
be able to designate as ‘¢’ areas, without any specific justification, those regions
that were designated as “a’ regions in the maps in 2011 (after the review of the
statistical effect regions) but which would no longer be eligible to be designated
a8 ‘a’ regions in the period 2014-2020 (ex-“a’ regions, referred to in the current
RAG as ‘economic development regions’). However, only those ex-‘a’ regions
with a GDP per capita below 90 % of the EU-27 average would be designated
under this category as it can be considered that regions whose level of GDP per
capita has increased from below 75 % of the EU-25 average to above 90 % of the
EU-27 average ar¢ not in need of transitional coverage. By analogy with the
current RAG, for the period until 31.12.2017, the aid intensity in ex-‘a’ regions
should be 10 percentage points lower than their previous aid intensity under the
2007-2013 maps and as of from 1.1.2017, the aid intensity would be that of
standard ‘¢’ areas. Based on projections using data for 2006-2008, it would appear
that only three regions would be affected by the exclusion of regions with a GIIP
per capita above 90 % of the EU-27 average from the category of ex-‘a’ regions.

Due to their specific handicaps, Member States would continue to be able to
designate as ‘¢’ areas the so-called low population density areas (ie. NUTS 3
regions with less than 12.5 inhabitants per km, ).

3.3.3.  Method for the allocation of non-predefined ‘¢’ coverage among
Member States

In the current RAG, after deducting from the overall population coverage the
allocation for ‘a’ regions and for economic development regions and low
population density areas (if applicable), the balance is distributed among Member
States using a distribution key that takes account of variations in GDP per capita
and unemployment between the regions, both in a national and EU context. This
ensures that Member States which have higher regional disparities, both internally
and in relation to regions in other Member $tate, receive a proportionally higher
allocation (see Annex IV of the RAG 2007-2013).

The main principles of the current formula and repartition key would be
maintained. However, as the share of the ‘a’ and predefined ‘c’ areas in the
overall population coverage will be substantially lower in the next period than in

7
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the cutrent one, it is appropriate 1o give a stronger weight to the BEU context in the
calculation of the repartition kev. Therefore the following changes would be made
to the method for the allocation of population share among Member States:

(a) Under Step I of the method (to identify regions with disparities compared
to others) the threshold for GDP per capita would no longer relate to
NUTS 3 regions with a GDP per capita below 85 % of the national
average but, instead, to 90 % of the EU average.

()  In addition, the threshold for unemployment would no longer relate to
NUTS 3 regions with an unemployment level of more than 115 % of the
national average but, instead, of the B{J average.

(32) Within the set of regions taken into account for calculating the relative level of
disparity of each Member State, the effect of these possible changes is to give
more weight to regions that have a lower level of GDP per capita or that present a
high level of um:mponnrzuem:g in relation to the EU average, in particular by
excluding from the set of regions which enter into account for the caleulation of
the relative level of disparity for each Member State of the NUTS 3 regions that
do not present significant disparities in terms of GDP per capita or unemployment
in relaton to the BU average. The implications for the non-predefined ‘¢’
coverage of Member States are the following:

NB: This sirmulation is based on the statistics for 2006-2008 for regional GDP and 2007-
2009 for regional unemployment , taking as hypothesis an overall EU-27 non-predefined
‘¢’ coverage of 10.15 % (overall EU-27 coverage of 42 %). The actual distribution of
non-predefined ‘e’ coverage among Member States would vary according the data used
and the population coverage for ‘a’ and predefined ‘¢’ areas.

Member State Current share of national Share of national population Share of nationzl population
population designated as non-  for designating non-predefined  for designating non-predefined
predefined “c’ areas 67 areas - cuirent method ‘¢ greas — proposed method
(2007-2011) (2014-2020) (2014-2020)
EU.27 7.0% 0.2% 9.9%
EU.25 1.5% 8.7% 10.5%
EU-15 8.9% 114% 12.3%
Austrig 14.0 % 23,4 % 103 %
Belgium 13.5% 15.0 % 14.6%
Drenmark 8.6 % 5.0 % 0.0 %
Cyprus 500 % 250% 0.0%
France 15.5% 16.4 % 19.6%
Finland 9.3 % 8.9% 2.9%
Ciermany 11.0% 14.0 % 11.5 %

As far a5 the unemployment level is concemned, the provision whereby it fs considered that sufficient
disparity is attained if the reglon i question has an unemployment figure that is 50 % higher than the
national average would therefore be without object. This has the effect of removing the automatic
iaclusion in the repartition key of regions with a high level of unemployment in relation to the netional
average.
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Greece 0.6% 22% 3.0%
Hungary 0.0 % 5.2 % 5.0%
Treland 235 % 23 % 198 %
Haly 09% 29% 271 %
Luxembourg 16.0 % 8.0 % 0.0 %
Netherlands 7.5% 41 % 28%
Portugal 27% 32% 4.8 %
Spain 11% 9.3 % 256 %
Slovenia 0.0% 0 6.6 %
Uk 12.9 % 17.7% 13.9%

(33)

(G4

(35)

(36)

3.3.6.  Safety net

The provision of the current RAG which foresees that no Member State may loge
more thar 50 % of its population coverage compared to previous map would be
modified to apply only, on the one hand, to Member States which consist of one
NUTS 2 or 3 region (ie. Cyprus and Luxembourg, for which there is no
possibility to apply the allocation method as internal regional disparities cannot
demonstrated) and, on the other, to Member States which have been or will have
been designated to receive financial assistance under the Greek Loan Facility and
the European Fmancml Stabilisation Mechanism (EFSM) (i.e. to date: Greece,
Portugal, Treland)’. For these two categories of Member States, the reduction in
population coverage under the next maps would be limited 1o 75 % of their
previous overall population coverage.

As shown in the table above, thiz provision would, in practice, affect the
following Member States:

() Cyprus 37.5 % ‘o’ population coverage (current ‘¢’ coverage: 50 %);

(b)  Greece: 75 % ‘a’ + ‘¢’ coverage (current ‘a’ + ‘¢’ coverage: 100 %).

(¢}  Ireland: 37.5 % ‘¢’ population coverage (curment ‘¢’ coverage: 50 %);

(d)  Luxembourg: 12 % ‘¢’ population coverage (current ‘¢’ coverage: 16 %).

For other Member States, the fact that the overall population coverage for ‘¢’
areas will in fact increase compared to the 2007-2013 period does not justify such
safeguards, There would not be either a minimum population coverage per
Member State.

The table in annex provides an overview of the cutcome of the proposed changes
1 Subsections 3.3.1 to 3.3.6 in terms of population coverage per Member State
and per category of assisted area.

Member States assisted nunder the EU balance-of payments assistance programmes ave excluded as the
period covered by EU assistance has already expired (Hungary) or is currently foreseen to expire
before the ertry jato foree of the RAG (Romania, Latvia).

a
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G7)

(38)

3.3.7. Criteria for the selection af non predefined ‘c’ areas by Member
States

Under the current RAG, Member States can select ‘c’ areas (in addition fo
predefined regions) according to the following criteria, which combine objective
indicators and take into account the actual economic situation of micro-regions
{notably in terms of industrial restructuring and employment):

e Criterion | (paragraph 30(c) of the RACH: Contiguous zones of at least
100 000 inhabitants located in NUTS 2 or NUTS 3 regions which have
either a GDP per capita below the EU average or an unemployment rate
above 115 % of the national average; :

¢ Criterion 2 (paragraph 30(d) of the RAG): NUTS 3 regions of less than 100
000 inhabitants which have either a GDP per capita below the EU average
or an unemployment rate above 115 % of the national average;

e Criterion 3 (paragraph 30(e) of the RAG): Islands or other regions
characterised by similar geographical iselation which have either a GDP
per capita below the EU average or an unemployment rate above 115 % of
the national average;

 Criterion 4 (paragraph 30(f) of the RAG): Islands with less than 5 000
inhabitants or other communities with less than 5000 inhabitants
characterised by similar geographical isolation;

e Critedion 5 (paragraph 30(g) of the RAG): NUTS 3 regions or parts thereof
adjacent to ‘a’ regions or that have a border with non-EEA/EFTA
counines;

» Crterion 6 (paragraph 30(h) of the RAG): Contiguous zones of at least
50 000 inhabitants which are undergoing major structural changes or are in
sesions relative decline in relation to other comparable EU regions;

« Criterion 7 (paragraph 31 of the RAG): Areas of at least 20 000 inhabitants
which are relatively more in need of economic development then othex
areas (based on GDP per capita, employment an unemployment levels,
tocal productivity and skills indicators) .

For Criteria 1, 2 and 6: For Member States with a non-predfined ‘¢’ population
below | million inhiabitants, the minimum sizeé of the proposed zones should be
50000 inhabitants for zones designated under Criteria 1 or 2 and 10000
inhabitants for zones designated under Criterion 6. Based on projections using
dara for 2006-2008, and applying all modified provisions outlined in this non-
paper, it would appear that seven Member States would be affected by this
modulation of the minimum size of the zones (Austria, Finland, Greece, Hungary,
Treland, the Netherlands, Portugal), The purposes of this proposed change is to

1

In these areas regional {nvestment ald is only allowed for SMEs for projects below EUR 23 million.

10
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mtroduce some flexibility (modulation of the minimum size of the proposed ‘o’
areas according to the non-predefined ‘¢’ coverage of each Member State).

(39} Criteria 3, 4 and 5 would be maintained, as these enable to address well-identified
regional consiraints.

(40)  There is no reason to introduce new criteria to take account of the effects of the
economic crisis as Criteria 6 and 7, and indirectly, Criteria 1-3, already enable to
cover this factor to a sufficient degree. The precise conditions of these criteria
could be adapted to better take into acommt the effects of the economic crisis.

41)  To avoid that ‘¢’ areas could lack geographical consistericy, which counteracts the
g ¢ ISTELCY,
principle of concentration of aid, the following conditions would be infroduced:

(a)

(b)

The zones proposed under Criteria 1, 3, 4, 5, 6 or 7 have to be cotnposed
of entire LAU 2 areas (or LAU 1 areas if, as in some cases, these are
smaller)'! or groups of entire LAU 2/1 aress. In LAU 2/1 areas with a
population exceeding the minimum size of a zone as defined for the
Member State concerned, the proposed zone may include parts of a LAU
2/1 ares, provided the population of such parts exceeds 75% of the
minimum required population (i.e. 75 % of 100000 or 20 000). The
rationale for this condition is to enswe that the zones proposed have a
minimum size which s sufficiently compact and which avoids a
‘sprinkding’ of regional aid.

Criteria 6 or 7 would not be applicable in areas that could alternatively be
designated under Criteria 1, 2 or 3 (i.¢. areas with levels of GDP per capita
or unemployment that could make them eligible based on the application
of the repartition key to that Member State), Criteria 6 and 7 are intended
to address problems that are not necessarily covered by the GDP per capita
or unemployment indicators. It is logical to limit the application of these
criteria 10 areas that could not already be designated on the basis of the
GDP per capita or unemployment criteria. This would limit the
applicability of Criteria 6 and 7 to areas that could otherwise be designated
as ‘c’ areas under other criteria.

3.3.8.  Aid intensities

Type of region Large enterprises Medium.sized /

small enterprises
‘o’ regions with 0 GO per sapita below 45 % of the EU-27 average* 35% 43 %/ 55 %
‘a” regions with a GDP per capita below 60 % of the FU.27 aversye™ '_;«O % 0% 50%
*a’ reglons with a GDP per capita befow 75 % of the EU-27 average® 250 35%/45%
Ex-"a’ regions with a GDF per capita belaw 90 % of the EU-27 averaget - 25% 735 %
Standacd ‘¢* areas - 20% /30 %

(Non-assisted arens (SME wid granted ou the basis of the GBER)) ) (10 %}/ (20 %)

* bonus of 19 percentage points for outermost regions with a GDP per capita betow 73 % of the BU-37 average; bonus of §
pertentage paints for oulennost regions with & GDP per capita above 75 % of the EU-27 average. (hasic aid iatensity for tacge

U

Local administrative units levels 1 and 2 (formerly referred to as NUTS 4 and NUTS 5).

11
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enterprises: 20 %)
% ¢’ aress benefiting from a higher aid ceiling duding a transitional period of 3 years.

(42) Member States would no longer be able fo grant regional investiment aid to large
enterprises located in ‘c’ areas given that aid to large enterprises is more
potentially distortive than aid to SMEs. The reason is that aid to large enterprises
is only justified in regions where the regional contribution of the aid is more likely
to offset its negative impacts, i.e. in regions characterised by a lower level of
regional development (i.e. “a’ regions).

(43) ‘The aid intensity ceilings in ‘a’ and ‘¢’ regions would be reduced a8 the high level
of aid intensities which were necessary to address the level of disparities in the
Member States that joined the EU in 2004 are no longer required. Many regions
where enterprises ave currently eligible for high levels of aid have improved their
socioeconomic situation in terms of GDP and employment. There is now less
need for aid to enterprises located in such regions.

(44)  Given that it is necessary to ensure a smooth transition from “a’ to "o’ status, ex-
‘a’ regions would continue to benefit from a higher aid intensity ceiling than the
one applicable for standard ‘c” areas during a transitional period of 3 years.

(45)  Asthe ‘c’ coverage is likely to be higher in the next period than in the current one,
the possibility for Membet States 1o designate transitional ‘¢’ regions for a two-
year interim period (as in 2007-2008) would be removed"”.

(46) It is relevant to maintain the aid intensity bonuses for outermost regions given the
specific handicaps with which these regions are faced. However, the level of'these
bonuses would be reduced: 10 percentage poinis for outermost regions with a
GDP per capita of less than 75 % of the EU-27 average and 5 percentage points
for outermost regions with a GDP per capita of 75 % or more of the EU-27
AVETage.

(47) In order to avoid border effects, it is necessary to foresee & limit to the possible
differential in aid intensity between neighbouring ‘e’ and ¢’ regions. Therefore,
for ‘¢’ areas, the aid intensity for aid granted to SMEs can be increased by 5 or 10
percentage poinis (according to the ‘¢’ area status) in the case of a NUTS 3
region, or of a smaller area, which is adjacent to an ‘a’ region, if this is necessary
to ensure that the differential between the two regions does not exceed 20
percentage points,

Under the current RAG this provision applied to regions that were eligible under tho previous RAG,
ander the condition that the overall coverage of (pre-eligible) ‘¢’ arcas for the Member State concerned
and of such transitional areas did not exceed 66 % of the national population eligible as *c’ areas under
the RACE 2007-2013 (the &id intensity in such regions was limised at 10 %). '

12
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Annex - Simulations
Current maps RAG 2007 method Proposed method
Member States {a} (¢) | total {a} (c) totat {a) (c) total
EUz7 32,8 13,7 | 46,4 24,4 1.7 42,1 244 18,3 427
EU25 283 148 | 428 20,2 18,3 38,5 20,2 19,4 39,6
EL15 16,2 16,5 | 32,8 8,3 18,9 28,2 8,3 21,4 25,7
Belgium 124 13,5 | 25,9 0,0 272 27,2 0,0 26,7 26,7
Bulgaria 100 0,0 100 100 0,0 100 100 0,6 100
Czech Republie 886 00 | 886 88,3 0.0 83,3 - 88,3 0,0 88,3
Denmark 00 86 8,8 0,0 8.0 50 0.0 0.0 0.0
Germany 125 17,1 | 29,6 0,0 268 28,9 0,0 24,8 248
Estonia 100 0,0 100 100 0.0 100 100 0,0 100
lreland 0.6 800 | 50,0 0,0 2810 25,0 0.0 376 37,5
Grasce 66,1 43,9 | 100 15,1 43,3 58,4 15,1 59,8 75,0
Spaln 362 236 | 5946 8,4 38,0 44.9 6,9 54,3 G1,2
France 28 155 | 184 2,9 16,5 184 2,8 18,6 22,5
Raly 302 39 | 341 283 39 32,2 28,3 3,6 31,9
Cyprus 60 50,0 | 50,0 0,0 25,0 250 0,0 37,5 37,8
Latvia 100 0,0 100 100 0.0 100 100 0,0 100
Lithuania 100 0,6 | 100 100 0,0 100 100 0.0 100
Luxembourg 60 160 1160 0,0 8.0 8,0 0,0 12,0 12
Hungary 722 278 | 100 710 52 76,2 71,0 g0 76,0
Malta 100 0,0 | 100 0.0 100,0 160 0,0 100,0 100
Netheriands 00 1.5 7.5 0,0 4.1 41 0,0 28 238
Austria 00 225 | 228 0,0 23,4 23,4 0,0 10,3 16,3
Poland 0o 0,0 100 86,4 13,6 100 85,4 13,6 100
Portugal 1 86 | 78,7 69,5 3.2 72,7 69,5 4.8 74,3
Romanta 190 0,0 | 100 89,6 10,4 100 89,8 0.0 89,6
Slovenia 100 0,0 100 53,4 46,6 100 53,4 6,6 60,0
Slovakia 888 00 | 88,9 88,7 0,0 88,7 28,7 0.0 88,7
Firdand 0.0 33,0 | 33,0 0.0 272 27,2 0,0 21,3 21,3
Sweden 00 183 | 153 0,0 12,5 12,5 0,6 12,5 12,6
United Kingdom 40 190 | 23,9 3,1 18,9 22,0 a1 15,1 18,2
- Current maps: Situation for the period 2011-2013 afler review of the
statistical effects regions
« RAG 2007 method: application of RAG 2007-2013 using most recent Eurostat data
(GDP 2006-2008 — unemployment 2007-2009)
- Proposed method: Method as described in the non paper using most recent

Eurostat data (GDP 2006-2008 — unempl. 2007-2009)
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