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A. REASONS FOR STUDY

a) Competition, aids, the Common Market and dangers of aids

1. The maintenance of a system of free and undistorted competition is
one of the basic principies on which the European Economic
Community is buiit. Community policy towards state aids plays a
vital role in this respect since it Is well recognised that state
aids can frustrate free competition not only by preventing the most
afficient ailocation of resources but also by bsing used to the
same effect as tariff barriers and other forms of protectionism.
The Commission’s iong and active experience of state aids shows
that the threat they pose to a system of free competition, to an
efficient allocation of resources and to the unity of the common
market, is not merely a theoretical or idle one, as frequent and
vociferous complaints by Member States and companies show. In
fact, the sheer proiiferation and voiume of state aids even whan
subject to Community control has been such that thelr Iimpact is
appreciable.

[

Consequently, since the very start of the common marksl, the
Commission’'s attitude has always been particulariy vigiltant in this
field. Without Community intervention it is certain that Member
States would have to bid against each other with aid, which wouid
have severely Iimpeded progress towards the unity of the common
imarket, as weli!l as damaging Tree competition and reducing wsifars
by the resulting misailocation of resocurces.

b) Completion of internai market and aids

The Community has as its major poiitical priocrity the compietion
of the internal markel by the end of 1992. The 1985 Whits Paper on
Completing the Internal Market as weli as recent reports such as
the Padoa-Schioppa Report on Efficiency, Stabiiity and Equity and
the Cecchini Report "European chalienge—-1992" have alil stressed the
importance of control of state aids in the Internai Market context.
As the market intsgration process progresses, ihis will naturally
entail a strengthening of compstition. Thera (s a danger that
Memper States might react to this increased compstition by granting
mors aid to protsct or promote national companies. Moreover, thsre
is a risk that efficiont companies which should bensefit from market
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integration will not use the advantages conferred by their
efficiency to increase their market share in other Member States if
they believe that this higher market share will only provoke

retaljatory state aids.

Iin addition, there is the danger that certain Member States will
attempt to subsidise undertakings so that the latter can play a
leading role in the new integrated market. Such a policy would be
damaging to competition. It could lead to advantages for the
economies of certain Member States to the disadvantage of others
or, if all Member States attempt to carry out similar policies, no
Member States will be able to gain an advantage and all wiill waste
scarce budgetary resources. It would also weaken the ability of
companies to compete internationaliy because of an increased
dependance on aid.

In fact, as the integration process progresses, the distortions of
competition caused by state aids are felt more acutely by
competitors not receiving aids. Therefore, the Commission will
apply stricter criteria in its aid disciplines, otherwise the
positive benefits that should be fostered by this market
integration will not be fully realised.

International context of alds

wWhilst the internal market aspect of state aids has been stressed
above, the international (i.e. extra-EEC) context and impiications
should also be borne in mind. Because the EEC is the world’s
largest trading block, it cannot only look inward. As a resuit of
changing comparative advantage and the development of third
countries, there are irreversable trends in the patterns of worlid
production and trade. In fact, in the long term, the production of
certain goods may no longer be profitable in the EEC because of the
high direct and indirect labour costs. The international context
in which European companies must operate requires that they develiop
their competitiveness on the basis of their own resources.

Being a member of the international trading system, the EEC must
uphold and respect the rules of GATT which include the possibility
for countervailing duties. This Iimposes discipline on the EEC in
the field of state aids. However, it should be noted that not only
has no other trading partner in the world such an open system of
control for dealing with state aids, but also the Community has the
strictest control of aids of all major trading blocs.
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Nead for Community contro! and transparsncy

An effective state aids policy must take account of these many
diverse elements. Only Community controi can ensure that state
aids are used in a way that retains their positive attributes
whilst at the same time avoiding the threat to the unity of the
common market, unwarranted distortions of competition and the
misallocation of resources. Member States alone cannot carry out
this policy because by the very nature of things they can only take
account of national priorities. |f Member States were aillowed to
apply their state aid policies exclusively in support of their own
policy goals, there is a very real danger that the combined effect
of independently appiied national policies wouid not only lead to
incoherent resuits at the Community level but aiso to the
frustration of the original policy goal at the national ilevel
because of countervailing or contradictory policies applied in
other Member States. |In fact, in view of the sheer volume of aids
fdentified in this report, it is possible that many of these aids
have not brought about any positive development but have been in
fact cancelled out by similar aids in other Member States. The
main impact of aids may therefore have been to distort compstition
and misallocate resources. Outbidding of aids between Member
States therefore entails the dangers of a reestablishment of
barriers to trade between Member States and a misallocation of
resources, in short a threat to ths unity of the common market and
to the system of free competition, as well as the blocking of
mutually beneficial integration.

in addition, the budgetary or macro-economic¢ conssquences of the
massive aid volumes stemming partiy from this competitive
outbidding between Member States cannot be ignorsd. On average
aids represent 3.0% of GDP, but In certain Member States they are
over 5%. In the manufacturing branch the aid given in the EEC has
besn on average eaquivaient to a grant of 2000 ECU for every
smployee every year and in one Member State actualiy exceeded 6000
ECU per employee. Since aids are not evenly spread out over all
the sectors which make up manufacturing, certain sectors have been
receiving substantially more than this. It should also be noted
that other branches of the economy (agriculture, coal and railways)
ares more highly aided than manufacturing. The importance of aids
can also be seen from the fact that they are around 0¥ of pubiic
expenditure, but in one Member State amounted to 19%. Finailly, It
is worth noting that aids to enterprises now exceed the revenue
goenerated from the direct taxation of companies (3.0% as opposed to
2.3% of GDP) (see section C of the report for a description and
analysis of the resuits).

. Because it is only the Commission that can take account of the

Community context and implications of state aids, the Treaty gives
it powers in this field. However, the complexity of the problems
shows that the Commission cannot exercise these powers effectively
on an ad hoc¢ case by case basis but needs transparency of the
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overall aid system |In its politicat, legal and economic
environment. Such increased transparency will aliow the Commission
to be more effective Iin making the often difficult and delicate
analysis required iIn assessing the impact of state alids. This
weighing-up of the Community interest is made even more compiex by
the fact that many policy objectives have cross-effects, even
sometimes contradictory ones, on other policy objectives. This
does not mean that one particular policy objective should always be
pursued at the expense of others, but in order to make properly
balanced decisions in the light of many Community goals being
pursued simultaneously, the Commission must have at its disposal a
cleaq and transparent view of the situation as regards state
aids’.

This need for transparency is all the more Important In view of
the proliferation and volume of aids which make it essentiai to
have a structured background against which compatibility of new
measures can be assessed and that of existing aids reviewed.
Moreover, the diversification of forms of aid makes it necessary to
have an overview of the different instruments being utilised by
Member States. Finally, it is not a question of simply obtaining
figures of gross expenditure but it Is necessary to have a
breakdown of aid sexpenditure by sector and by ald instrument. Only
with such a degree of transparency can any indication of the real
impact on competition of such expenditure be determined.

This increase in transparency wili not only allow any gaps in
competition policy to be identified but also strengthen the
coherence of existing appiication of policy, particularly against
aids which have a greater Iimpact on competition without the
necessary adequate counterpart of the promotion of the common

interest. iIn order to realise this increased transparency, the
Commission has produced this first Survey. 1t has to be pointed
out that this first version stili contains some fields in which,

for conceptual or statistical! reasons, the results are oniy best
estimates. This wil! be remedied in a later update.

In fact in the crisis sectors of steel, shipbuilding and synthetic
fibres the Commission has had to make special arrangements for the
granting of non-sectorally specific aids (eg. regional or
horizontal aids) in thess sectors in order to contro! unwarranted
cross-effects.
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B. LEGAL AND ECONOMIC CONTEXT OF HWORK

Legal distinction betwesn aids and general measures

With the aim in mind of increasing transparency, the Commission
has examined ali aids falling within the scope of Articles 92 and
93 EEC. The study also iIncludes aids granted by Member States in
the framework of Community regulations, eg. aids to coal, aids to
steel, aids to railways and many agricultural aids. A distinction
is to be made between national aids which are paid as a resuit of
Community legisiation (for exampie aids paid under Regulation (EEC)
797/85 concerning the improvement of agriculture structures or the
common organisation of markets where the provisions of Article 42
EEC apply) and those paid on a purely national basis. As both
types of aid are paid from state resources, they are inciuded in
the present study. For practical reasons, it has not been possibie
to show separately the agriculture and fisheries aids granted
directiy under Article 92 and 93 and those granted within the
framework of Community legislation. The total figures for state
aids are therefore presented for these sectors without such a
breakdown.

For a measure to fall within the scope of Articie 92 It must be an
ald granted through State resources which by favouring certain
undertakings or the production of certain goods distorts or
threatens to distort competition and affects trade between Member
States2. This specific nature of aids falling within the scope of
Article 92 (i.e. favour certain undertakings ...) distinguishes
them from other (normally called general) measures. When these
general measures distort competition, to the extsnt that the
resultant distortion needs to be sliminated, they fall within the
scopa of Articies 101/2. General measures comprise any state
interventions that apply uniformly across the economy and which do
not favour certain enterprises or sectors. For example, the
generally applied fiscal system3 and system of social security
contributions usually constitute general measures (eg. rules of
depreciation appiied to capital equipment and charges on emplioyars
and empioyees to finance social benefits)4. The Commission has
started its investigation in greater detail of the distinction
between general measures and aids and will integrate the resulis

[533

For the measurss and aids excluded from the study, see Technical
Annex.

The Commission has proposed several Directives aiming ax
harmonizing different aspects of the direct fiscai systems applied
to enterprises.

Certain fiscal and sociail security measures can constitute aids
whan they are appiied in a discriminatory manner (¢ the advantage
of certain enterprisss or sectors, or where their effect is to
favour such activities.
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obtained in a later annuai updating of this Survey. It is impor tant
to have a distinction between gensral measures and alds because of
the different legal arrangements made to deal with sach type of
measure. Ailds falling within the acope of Articie 02 are, with the
exception of the aids which meet the critsria of Articls 92(2),
banned unless the Commission grants a derogation under Article
92(3). For the gensral measures that distort the conditions of
competition the Commission may make recommendations to the Member
States concerned if the distortions need to be eliminated and
thereafter, if necessary, submit proposals to the Council to issue
the necessary directives. There is no possibility for a derogation
for general measures. Other general measures fall under different
articles of the Treaty (notably Article 100(A)) when they affect
the establishment or functioning of the common market.

Economic rationale for distinction between aids and general
measures

The Treaty's relatively strict approach towards aids and the
Commission’s policy in this field has been based on the economic
view that aids have a more direct and Immediate impact on the
conditions of competition between Member States than general
measures. By concentrating State resources on certain enterprises
or sectors, and by giving them benefits which are In addition to
the normal system applied in a Member State, the favoursed
enterpr ises or sectors are for the reasons explained below put at a
clear advantage not only vis-4-vis competitors in the same Member
States, but also vis-a-vis competitors in other Member States.
This prima facie distortive effect of aids must be contrasted with
measures applied generally and in a non-discriminatory way across
the whole economy. However, this Is not to say that general
measures may hot distort competition. |If they do, they fall under
Articles 101/2. Nevertheless, it is widely held that the direct
effect of most general measures is likely to be diluted across the
whole spectrum of economic activity, bs compensated or counteracted
by other general measures, or be neutralised to a largs extent by
exchange rate changes®. The rationale for the distinction betwesn
aids and general measures In the Trsaty, and the greater
willingness to tolerate the latter, is furthermore based on a
recognition to-date

5

This is the reasoning implicit in the Spaak report “"Rapport des
chefs de délégation aux Ministres des Affaires Etrangéres" -
Confserenca of bMessina, April 1956.
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by the Commission that it is not the aim of compstition policy to
try to remove fundamental differences beiwsen Member 3States’ cost
structures which contribute to the wider economic and social
framework within which firms operate Iin each Member Stateb.
indesd, to do so would undermine the basis for mutuaiiy beneficial
trade. Where there are differences in the role of the state in the
economy and the provisions of public goods, there wiii aiso be
differences in the overall level of taxation. Even in countries
where the general burden of taxation is simiiar, for historical and
political reasons there may be sighificant differences in the
structure of the taxation system.

However, It 1is not aiways apparent whether certain fiscai or
social security measures constitute aid or form a coherent and
integrali part of the fiscal or social security system. In
addition, incentive schemes exist in different Member States to
stimulate or facilitate generai training or the employment of
certain socially disadvantaged groups of workers. Iinsofar as such
schemses are not Iindusiry-specific and are avaiiabie across the
whole economy and in fact genuinely constitute part of a general
system of employment measures, they are not to be considered as
gtate aids. Afthough a number of training and employment
schemas nave been treated by the Commission as state aids, not ail
Member States measures in these fieids have been examined in
detail. Therefore, in order to present figures that are comparable
between Member States, no training and unemplioyment measures have
been analysed in the present report pending compietion of this
detailed examination. The figures for interventions known to the
Commission in this sector are however given separateiy for
information (see footnote Tabie XB).

The Commission has dlways considered that aids have a direct and
iimnediate impact on conipstition bescause by the definition of thair
specificity they are targetted at certain objectives often in a
seiective and discriminatory way. In order to favour the aided
enterprise, taxes must bs ievied on thse rest oi the economy. 7Thus
not only are enterprises in other Member States put at a
competitive disadvantage by the aid becauss the aided enterprises
are favoured in & way outside the normal fiscal or social security
systems that contribute to the saquilibrium betweesn Member States,
but also enterprises not receiving aid in the same Member State are
disgdvantaged and pay higher taxes dirsctiy or indirsctiy. Further
woerk needs to be undertaken to establish criteria to identify
gensral measures that may distort competition and which wouid vaii
within the scops of Articles 101/2.

Examples of the other fTactors ithat enter into the make-up of the
overall economic and social framework within which firms operate in
aath Member State includs the foilowing: general leve! of physical
infrastructure and t(he provision of pubiic goods and services,
generai level of taxation, general isvel of education and training
of workers, f{inancial and politicai stability, genaral ievel of
cest of factors of production (capitai and iabour) and naturail
rescurce endowmaent.
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Conclusions

This first report has concentrated on aids since this reflects the
importance of a coherent state aids policy in the context of a
common market. Part A of this report showed that aids have an
immediate and direct Impact on both the integrity of the common
market and the maintenance of free competition. Part B outiined
why the Commission’s policy has been to consider that aids affect
competition in a much more direct and immediate way than general
measures and that the Commission wiil integrate the results of its
more detailed investigation on the distinction between general
measures and aid in a later update of this Survey. This analysis
takes on increased Iimportance when seen in the context of the
number and volume of aids identified in the present work, the
frequent compiaints from the Member States about their impact and
in the overall context of the completion of the Internal Market.



a

19.

€. RESULTS ANU METHODOLOSY

Results?’

The resuits of the present work are given below. Unless otherwise
stated, only aid elements are given. Care should be taken in
interpreting the expenditurse on aid, particuiariy the global
results, as reflscting the distortions of competition. A large
volume of expenditure on aid, whiist important, is not necessarily
by itself an indication of the distortion of competition that may
arise. Account must also be taken of ths aconomic context of the
sector to which the aid is given, the form of the aid, the volume
of aid effectively received by the recipient, his iocation and
often the financial situation of the individual recipient. in
certain circumstances, a relatively smali aid in a sensitivse or
overcapacity sector with small profit margins and iarge interstate
trade can have a greater distortive effect than a larger aid
granted in other less sensitive sectors.

i. VOLUME OF AIDS

it can be seen from Table la) that the totai of aill the aid
alement (average 1981-86) in the four bliggest Member States is as
follows: Italy (28 billion ECU), Germany (19 billion ECU), France
(17 billion ECU) and the United Kingdom (9 billion ECU). Of the

smaller Member States, Belgium (4 biliion ECU) gives the most. Of
the remaining Member States the Nstherlands (2 biiiion ECU) grants
the most, followed by Ireland, Greece and Denmark (i biillion ECU

sach) with Luxemburg (0.2 billion ECU) granting the ieast.

in order to put these figures In a broader context, total

Community interveniion is given in Table ib). 1t appears from this

table that national aids ars much more Important than Community
intervention (ratio 4:1). 1t should also be noted that Community
spending on agricuiture accounts for almost 80X of this Community
intervention. However, national aids cannot be compared directiy
to Community Iintervention. The national aids included in this
raport are paid dirsectly o enterprises whereas the bulk of
Community interventions are not. Community intervention on the
whole is for infrastructure or reimbursementis to nationai
governments for aids aliready awarded or the administrative costs to

" Uniess otherwise stated, all results given in the main text refer

to the average 1981-86 in current prices. The averages are used
in the main text iIn order to avoid over-reiiance on any
extraordinary items that may distort figures for individuai years
and to smooth out any fluctuations. See Tables in annexss for more
detalls.
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the Community of forms of intsrvention other than direct aids (in
particular, the price support system in agriculture).
Consequently, Community Iintervention will be analysed separately
from national aids at points 51-83 bslow, where thess conclusions
are explained in greater detali. Therefore unless othearwise stated
the results given below reiaie purely to national state aids and
not to Community intervention.

Table i
Total volume of aid in billion ECU
Average 1981-86
a) national state aid - b) Community intervention

i D F UK B NL IRL GR DK LUX EECi0
a) 27.7 19.1 16.7 9.4 4.0 2.2 1.1 1.0 0.9 0.2 82.3
b) 4.1 3.5 4.6 2.7 0.8 1.9 1.2 1.3 0.8 0.0 22.0
(Source: Annex !l and Tabie Xi)

22.

For a meaningful comparison and an indication of the global impact
the figures for total national state ald expenditure have to be
seen in relation to the size of the economy and size of the
workforce. Consequently, Table {1l gives the total aid expenditure
(aid eisment), expressed as a) a percentage of GDP and b) per
emp ioyed psrson.

Table |1
Average 1981-86

a) Total aid as ¥ of GDP

LUX | 1RL B F D GR UK NL DK EEC10
6.0 5.7 5.3 4.1 2.7 2.8 2.5 1.8 1.5 1.3 3.0
b) Total aid psr smployee (average for the period 1981-86)

LUX I 1RL B F D GR UK NL DK EEC10
1562 13587 1036 1113 7982 761 278 396 444 353 77t
(Source: Annex |A and 8)
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This table shows that Iin terms of percentage of GUP Luxemburg
(6.0%)8, ltaly (5.7%) and lreiand (5.3%) have the highsst
sxpenditure, whilst Denmark (1.3X) and ths Netherlands (1.5%) have
the iowest. AIll other Member States have spsnt under 3% (France
2.7%, Germany 2.5%, Greece 2.5%° and the UK 1.8%), except Balgium
where the figure was 4.1%. This shows that the giobal expenditure
invoived with aids is indeed significant and warrants attention.

This significance can also be highlighted by showing aid in terms
of ECU per emplioyee (Table 11 b). Luxemburg (1562 ECU - however
see footnote 8) has an expenditure much higher than the other
relativsly large aid givers, Jjtaly (1357) and Belgium (1113).
Ilreland, which in terms of aid as a psrcentage of GDP was the third
highest aid giver, Is now ranked 4th (1036 ECU), which reflects itis
relatively lower GDP.

Both France (792) and Germany (761) because of their targe GDP per
head appear to give relatively more in terms of aid per civii
emplioyment than as a percentage of GDP when compared with other
Momber States. The Netheriands (444), the UK (396) and Denmark

(353) alt still appear as relatively small aid givers, giving about
only half that of France and Germany. In fact in terms of per

person smployed, ltaly gives over three times as much as Denmark.

. Alds are a greater percentage of value added in the manufacturing

sector than in the economy in generai (see Table Ili &). Isoiating
the manufacturing sector shows that ald Iis in fact very significant
to this sector. The percentage of value added in manufacturing
goming from aids is particulariy significant in ltaly (16.7),
ireland (12.9) and Greece (12.9). Iin the other Member States, the
figures are still significant. it is interesting to note that in
terms of aid to manufacturing Germany is ths next to lowest aid
giver, a marked deciine from its average position in terms of total
atd. it should be noted that even if steel and shipbuliding are
excluded, although the figures for ald as a percentage of valus
added decline somewhat the resuits are stili high - {tai 15.8)

Greece (13.9) and ireiand (iz2.3) stili have very ilarge amounts of
ald (see Table |1}] b). Because of ths Importance of steei, its
sxclusion causes the largest decline for Luxemburg and to a lesser
gxient for Beligium and France. Notwithstanding this reduction, ali
Member States have significant proportions of adid in manufacturing.

it shou!d bs noted that the figures Yor Luxemburg are inflated in
the period under consideration becauss of the abnormally high aid
to stesel in the period considered. In addition and mere
Iimportantiy, aids to transport (railways) are particuiariy high for
Luxemburg in relation to other Member States. Ses Technical Annex
for further explanations.

The figure for Greece is underestimated becauss no figures for
agricuiture were avaliable. Also certain important Viscai aids are
not fully included (see point 73).
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25. These results are particularly significant for the unity of the

a)

common market because In general, despite the increase in intra-
Community trade and competition between the service sectors in the
different Member States, the manufacturing sector still accounts
for the builk of activities engaged iIn intra-Community trade and
competition esither directly through exporting or indirectly through
(potential) import substitution. It should be noted however that
certain other branches, notably agriculture, coal and transport,
are aided more in terms of their value added than manufacturing -
see points 31-34 below.

Table Il
Average 1981-86

Alds to manufacturing as X of gross value added in_manufacturingl?

IRL GR LUX B F NL UK D DK EEC10

16.7 12.9 12.9 7.3 6.4 4.9 4.1 3.8 3.0 2.8 6.2

b)

Figures in a) excluding aids to steel and shipbuilding

IRL GR LUX 8 F NL UK D DK  EEC10

15.8 12.3 13.9 3.5 4.5 3.6 4.1 2.9 2.9 1.7 5.5

c)

Aids to manufacturing as ECU per employee in manufacturing

IRL GR LUX B F NL UK D DK  EECS

6226 3915 n.a. 2383 1973 1649 1442 971 082 987 1999

d)

Figures in ¢) exciuding aids to steei and shipbuilding

IRL GR LUX B F NL UK D DK  EEC9

5951 3741 n.a. 1079 1373 1223 1419 757 940 609 1774

(Source: Annex IC and Commission’s services calcuiations)

10

Manufacturing excludes transport and energy as well as agricuiture,
fisheries, extractive industries, services and public
administration. Aid to manufacturling is defined as all horizontal
aids, all sectoral aids (except railways and coal) and all regionai
aids. A few aids accorded in the service sector (eg. tourism) are
included in these aids and could not be separated out. However,
the resuitant distortions are not considered to be significant
enough to invaiidate the general concliusions drawn from this table.
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In order to demonstrate more cisariy the great significance of
aids In the manufacturing sector, this ald has besn expressed in
terms of aid per employee granted each year In manufacturing both
with and without steel and shipbuiiding (Tabie il ¢ and &). Even
without steel and shipbuilding the aid granted per empioyee is
equivalent to 5951 ECU in ltaiy and 3741 in ireland (no figures
could be calculated for Greecs). The next largest donors per
empioyse in manufacturing are ihe HNetherlands (1419), Belgium
(1373) and France (1223). Even amongst ihe iowest aid givers, the
figures are stili quite high - Luxamburg (1079)11, Germany (940),
the UK (757) and Denmark (809). This aid may be said to represent
in some Member States 4 iarge part of labour costs and in others a
significant part. Of course, not all industries are aided to ths
same extent, consequently the aid per employes In the Industries
receiving the aid must be even higher. Further work Iis necessary
in order to give a detailed sectorai breakdown of aids in
manufacturing (see points 77-7¢). in view of the sheer magnitude
of aid invoived, it is essential that this work is carried out.

Certain interesting conclusions can alsoc be drawn as to the
tendency of aid to industry (without steel! and shipbuilding) (see
Table 1V A, which I8 expressed in national money at constant
prices). In Beliglum, Demmark, France, ireiand, Luxemburg and the
Nether lands there are no definite trends during the period under
considsration. in the UX there has been a downward trend with ths
1986 aid total about two thirds of the 1981 amount!2. In Germany
and ltaly however the pattern has been different from other Membar
States. Germany has shown a gensrai if slow upward trend. In
ltaly this trend has besn more maiked, 1986 being well over 50%
higher than 1981. in Greece there has also been a dramatic
increase, although this may be mors agparent than real dus to the
fact that during the period under congideration aids given by way
of positive sxpenditure (which can be identified in the budget) was
replacing aids given via tax expendi!turses (which do not show up in
the budget).

11

12

If steel is includsd, the figures for Luxemburg are neariy double.
For other Member States (hs change is iess noticeadis.

in 198i/82 the figures in the UK were inflated by ceirtain
individual rescue operations. Without these rescue operations the
downward trend would ba iess marked.
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Table IV A
Aids to manufacturing excluding shipbuilding and steel
Aid amounts restated at constant 1986 prices
in mio national currency

1981 1982 1983 1984 1985 1986
B 39115 41178 48300 43238 45315 38023
DK 1724 2182 1875 1495 1762 1107
D 14599 15254 14449 14949 15836 16601
GR 91305 80551 94812 110042 139483 163324
F 37431 40655 40793 41481 38794 36173
IRL 520 459 669 452 699 591
I * 20887 26360 33994 30760 29263 34851
LUX 1069 936 1092 1076 888 1095
NL 2466 2784 2418 2963 2423 2388
UK 3182 2867 1940 2185 1975 1906

* = In billion Lit.

(Source: Commission figures and GDP price deflator at market price

Tabie 17 of November 1987 edition of European Economy)

Table IV B
Ailds to manufacturing excluding shipbuilding and steel
Aid amounts at current exchange rates

DK
GR
IRL
LUX

NL
UK

28.

in MECU

1881 1986
720.4 868.1
156.7 132.5
5010.4 7331.1
582.7 1188.5
4224 .4 5318.5
4956.3 805.1
9546.9 23839.3
19.0 25.0
780.1 984.7
4463.2 2837.7

The result of these tendenciss plus exchange rate changes on the
relative ranking of the big four esconomiss under study has been
particularty dramatic. In 1981 Germany, France and the UK all
accorded roughly the same voiume of aid and Iltaly gave about
double., Howsver by 1986, the UK was only 50% of the French level
(which has stayed more or less constant In real terms - see Table
IV A). The slight upward trend in aids plus the revaiuation of the
DM meant that aids in Germany in 1988 were 40X above the French
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level and more than double the UK ievei. In italy {he aids
increassd so much that by 1986 these wsre more than four times the
French levei, over aight times the UK level and were three times
the German ievel (see Table IV B).

Whilst, as admitted, it is dangerous to impute distortions of
competition from global aid figures, these giobai results are
nevertheiess so marked that they merit some furiher refiection.
i1t is possible that a decision to approve a scheme may ssem
coherent when judged soieiy by reference to the factors directiy
relating to the scheme in question. However, if the overali impact
of all other schemes were taken Into consideration aiong with the
cross-offects of ali schemes, and this is compared with the
situation in other Member States, the scheme under guestion may not
be acceptable from a Community point of view.

It is necessary to have a strict coniroi of aii zids in order o
establish wnether such huge difierences In aid can be objectiveiy
justified on the basis of an ussessment at the Community ilevel
having regard to their distortive effect on competition (eg. are
the aids concentrated in sensitive sectors to pressrve
overcapacity). A breakdown of expenditure by objective Iis glven
below {pointe 45-50) but uniii the fuli cross-efiects of alds have
been examined this anaiysis can oniy be partial (see points 77-79).

i. The giobal aid to the other branches of the econoimy can be

analysed In a similar way to that for manufacturing. Table ¥V shows
agricuitural and fishearies aid as a percentage of vaius added in
those sectors. This shows that despitse the non-~inclusion of the
massive protection afforded to agricuiture through other forms of
intervention, agriculiure is on the whole more nighiy aided than
inanufactur ing.

Table ¥
Ailds to agricuiiure and fisheries a8 & % of gross vaiue added in
agriculture and tisheries
averages 1981-86€

iRL F LUX D | DK 3 WL GR

1 13.2 2.1 2.6 8.8 8.8 8.0 7.3

-8.

= NOt avallablsa
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32. Table Vi shows vailway aid as a percentage of value added in
railways?3. Whilst most aid to raliways is given to compensate
for the imposition of social obligations or inherited liabilities,
the aid amounts Iinvoived are extremely high. Although at the
extreme in Luxemburg!4 where aids exceed value added, in all
Member States the figures are significant.

Table VI
Alds to railways as a ¥ of gross value added In raiiways (*)

LUX B 1 F b NL UKk DK GR 1AL

181 70 49 38 37 22 18 15 n.a. n.a.

n.a. = not available

(*) Gross value added detalls were not available for all! years. Ths

33.

figures above shouid therefore be regarded as "best estimates".
Includes figures for inland waterways. For sources, see Technical
Annex.

Table VIl shows aids to steel and shipbuilding as a percentage of
gross value added (at factor cost) together with the aid per
employee in coal mining (no other figures for energy except for
coal are given in this report ~ for details ses Technical Annex,
points 10 and 11). In most Member States these sectors have been
very highly ailded. The figures for stesl (Table VI{i A) show that
aids in lreland and ltaly were extremsly important and were also
significant in France, the UK and Belgium. I|n comparison, aids to
steel were less important in Germany and the Netherlands. Aids to
stee! wers syceptionnally high in the psriod under consideration
because of tha restructuring that took place. The alids in question
were subject to the stes! aid ¢codes. Shipbuilding aids (Tabls VI
B) are also significant (in terms of value added), espscially In
Francs fojiowed by italy, Denmark, Belgium and the UK. As regards
the hard coal industry (Table VYI! C), the figures clearly show the
yery high aid that continues to be granted in Msmber States still
possessing a hard coal industry (it should be noted that the aid in
some other Member States may be understatad vis-a-vis Germany - see
footnote 20 below. The UK figure s Inflated because of the
oxtraordinary effsct of the miners strike).

13

14

The figures for transport only include aid to railways and inland
waterways given under Community Regulations. HNo figures ars given
in this report for other sectors of transport - see Technical Annex
for dstails.

For euplanation of this situation, see Technical Annex (point 12).
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Table VI A
average 1981-88
Alds to steel as a ¥ of gross value added in steel (*)

i F UK B DK LUX b NL ar

107.2 71.4 58.3 57.6 40.4 18.0 14.6 8.6 4.3 n.a.

Table Vil B
average 1981-86

Aids to shipbuilding as a ¥ of gross value added in shipbuilding (*)

F

| DK B UK D NL LUX GR IRL

56.6 34.2 33.8 27.7 21.6 12.3 10.7 © n.a. n.a.

(*} The latest ysar for which gross value added detaiis were available

&

e

was 1982 (source: Eurostat). Aid figures have been restated to
reflect this position and the relevant percentages calculated
accordingly. Tha results above should therefore be regarded as
"best astimates” and are given as indicators onty.

g o not available

Table Vil C
average 1981-85
Aids to coal mining as ECU per employse in coal mining **

8 D F UK

53300 26660 43950 9765

**  VYalue added figures were not available
for the coa! mining sector

For both raiiways and coal the aid was shown (0 be massive.
Whilst there may oniy be iimited competition bstween the raiiways
in different membar Stvates or between coai industries, the impact
of thess aids on the wider markets of transport and energy cannot
be ignored. As the nztlonal markets in transport and snergy becoms
integrated with the compietion of (he common market, competition
couic bucome vary imporiant. For sxampie, road lransportsrs in ofe
Momber State may L@ hindered in thair attempts to transport goods
by rozg in anotiisr Member $tate because of tis aid to rallways in
the latter. Similariy, without aids to domestic coal producsi s, an
electricity producer or distributor could, for exampls, find 1t
attractive to impory electricity directly from another Member
State. It is avident that forms of {(ransport other (han railways
and intand waterways and forms of anergy other than
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coal should be included in the study at a later date In order to
fully assess the impact of aids in these sectors. This assessment
will take account of the Commission’s document "Completion of the
Internal Market in Energy".

Not surprisingly, aids, in view of their volume, constitute a
large proportion of public expenditure (see table VIii a).

In ltaly (15%), lreland (12%¥), France (11X), Germany (10%) and
Belgium (10%) aids are an important item of public expenditure.
This is even more the case for Luxemburg (19%), but this is due to
the exceptionally high aids to railways and also to steel during
the period under consideration. In the UK (5%), the Netherlands
(4%) and Denmark (3%) aids become relatively less important as a
share of public expenditure.

It is also illuminating to see the volume of aids In relation to
the budget deficit in the Member States (Table Viil b). In all
Member States, aids are a significant proportion of ths deficit and
in France and Germany they actualiy exceed the deficit. However,
in countries such as France or Germany where the budget deficit is
still manageable this volume of aids may not be as critical as in
certain Member States suffering chronic budget deficits. In
Belgium, ireland and ltaly the budget deficit has been over 10% of
GDP and aids represent around half of this deficit.
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Table VI11
average 1981-86
Amounts (c-f below) expressed in Billlons of ECU

LUX | IRL F D ] UK NL DK GR

2) Alds as % of
public exp. 19 15 12 11 10 10 5 4 3 na

b) Aids as ¥ of
budget deficit * 48 48 102 106 39 57 11 35 23

¢} Votal aids 0.2 27.7 1.1 16.7 18.1 4.0 9.4 2.2 0.91.0
d) Budget daficit * 57.4 2.3 16.4 18.0 10.3 16.5 19.5§ 2.6 4.3

s) Total receipts
of gen.govt. 2.3 184.3 9.0 301.6 347.5 45.1 219.7 83.6 37.2 13.3

f) Corporation
tax 0.2 4.4 0.3 11.0 11.6 1.7 22.6 4.4 1.1 0.3

Pubiic expenditure is centrai government spending (1.e. excludes local
government spending, but includes Lander in Germany)

s = Public expenditure not available
% « Budget surplus

#.%.. Aids include tax expenditure but public expendlture sxcludes
gensra! tax expenditure measures

suurces:.

4y Budget deficit or pubiic sector borrowing requirements. Sources
Eurostat C2, page 2 for 1981-84, European Economy Nov. 1987 issus

European Economy Nov. 1987 lssue

o
-

£y Internal Commission Document.
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11. TYPE OF INTERVENTION

37. A breakdown by Member State of the different forms of aid is shown
in Table IX.

Table IX
Aid element of different forms of aid as a ¥ of total aid
average 1981-86
(for manufacturing and service industry aids only) ¥

B DK D GR IRL F | LUX NL UK
Aid formid
Grant A1A 47 43 35 ) 95 39 20 68 57 60 69
Tax reductions A2A 2 - 51 ) *=* 49 4 11 4 25 2
total A 49 43 86 95 88 24 79 61 85 71
Equity xER
participation BiA 28 1 - - 8 26 18 35 1 18
Soft loan CiA 10 52 6 - 2 38 3 4 13 6
Tax defferal C2A - - 7 - - 7 - - - 2
total ¢ 10 §2 13 - 2 45 3 4 13 8
Guarantee D1A i3 3 1 L3 1 § - - - 1

100 106 100 100 100 100 100 100 100 100

(Source: Annex I1)

* Excludes aids in agriculture, fisheries, energy and transport.

** For certain laws in Greece it was not possiblie to separate the positive budgstary
aids from tax concessions given for exports. Contact with the Greek authorities
shouid allow thisz breakdown to be mads.

*%% No figures available for equity participation in Germany — aid element considered
to be negligibie.

15 See point 71 and Technical Annex (points 3 to 8 inclusive) for a
full description of the different aid forms.
N.8.: The figures shown in this table represent the aid element
of differsnt intsrventions and not the gross Intervention.
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This table shows that grants or equivalent (Group A) have formed
the bulk of intervention in many Member States (Greece 95%, !reland
88%, Germany 86%, the Netherlands 85%, italy 79% and the UK 71%.
Grants in Luxemburg (61X), Beigium (49%), and Denmark (43%) are not
as predominant as in the other Member States. The exception is
France (only 24X of interventions are grants or equivalent).

Grants or equivalent are given predominantiy by way of positive
budgetary expenditure, except In Germany (51%¥) and lreland (49%)
where fiscal expenditure (i.e. tax reductions) are particularly
importantTS. In Germany these tax reductions are notably for
regional development purposes (particularly Beriin) and in {reland,
Export Sales Relief, which Iis currentiy being phased out. Tax
reductions in the Netherlands (25%) were also relatively Iimportant.

It should be remembered that the Commission’s work on tax
expenditures is not yet completed and it is possible that certain
aids given by way of tax expenditures (or social security
reductions) have not been included in the present study. Only an
exhaustive and detailed analysis of all fiscal and soclal security
laws will reveal If any aids remain to be identified.

Equity participation has only formed a significant form of aid
intervention in Luxemburg (35%), Beigium (28%), France (26%). Italy
(18%) and the UK (18%). in France, the UK, but particularly in
Luxemburg and Beligium, a major part or the bulk of this
intervention has been [n steel, where intervention is unlikely to
be repeated on the scale experienced in the period under
consideration. {in addition, In France and the UK a very limited
number of large individual rescue operations account for the
remaining intervention. It is possiblie that there wiil not be a
repsat of such rescues on the same scale in the future. Therefore,
for these countries (Belgium, France, Luxemburg and the UK) thare
may be a tendency for equity participation to diminish as an
Iinstrument of aid In the future in relation to other forms of
intervention. In italy, the only other Member State where equity
participation is a significant form of intervention, nearly half
was In steel and the remainder passed via public holding companies
to cover losses in a wider variety of sectors. Whather this form
of intervention will decrease in the future is dependent on the
trading resuits of the entities concerned.

The aid element of soft loans or equivalent is an important part
of aid in Denmark (52¥) and France (45%). They are also of soms
significance in the Netherlands (13%). In _Denmark soft loans to
shipbuilding account for the quasi-totality of these interventions
and Iin France soft loans to trade/export (in particular) and
general investment and agricuiture (to a lesser extant) account for
the buik of these interventions., In all Member States except
Germany positive budgetary expenditure as opposed to tax reductions
forms the vast bulk of this typs of intervention.

It was not possible to make a split between positive budgetary
axpendliture and fisca! expenditure in Greasce.
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The aid element of guarantees is a significant part of aid only in
Beigium (i13%) and to a lesser extent in France (5%) and Greece

(6%). In Belgium over half the guarantees Iin aid terms are in the
steel sector (which is likely to decrease), the remainder for
trade/export and general investment. In France the guarantees are
principally for trade/export and for Greece no specific objective
could be identified.

It should be noted that the figures for soft loans and guarantees
represent the aid element of these Interventions and the gross
intervention (i.e. the soft loans or the locans guaranteed) Is much
higher. Therefore, the aid equivalent figures In categories C and
D underestimate the gross budgetary resources committed by the
State.

Ii1. OBJECTIVES OF AID

Table X A gives the proportion of the total aid element for each
Member State according to the various objectives and sectors.
These figures can be used to compare the thrust of aid policy in
order to see where each Member State laid the emphasis of its aids
policy (eg. regional aids or R+D). These global! figures cannot be
used to make any conclusions concerning distortions of competition
or trade within certain spscific sectors betwsen Member States.
The aid figure must be seen in rslation to the refative size of a
particular sector in each Member State and also to the real impact
of all aids to the sector in question, not just aids directed at
specific sectors!7. Flinally, as stated above (point 19), account
should be taken of the individual circumstances of the recipient
and the sactor In which he operates.

17

For exampie, aids with a horizontal objsctive, such as R+D also
have a sectoral and regional impact which Iis not known at the
itoment. it is proposed that such cross-effects of aids be the
object of further study (see points 77-78).
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Table X A
Percentage of aid according to sector and function
(average 1981-86)

B DK D GR F IRL i LUX NL UK

2.1 Industry/services

horiz.objectives 14 19 13 55 20 34 32 3 26 6
2.1.1 Innovation/R+D* 3 8 7 6 1 1 3 - 5 6
2.1.2 Environment - 1 0 - - - 0 - 1 -
2.1.3 SME 3 - 2 3 - 1 3 1 13 1
2.1.4 Trade/export 2 6 1 48 12 32 5 2 8
2.7.5 Econ.energy - 3 1 - - - - - 2 -
2.1.6 Gen.investment 3 - 1 - 6 - 4 2 3 1
2.1.7 Combat unempi. ) **
2.1.8 Training aid )
2.1.9 Oth.objectives 3 - 1 - - - 17 - - -
2.2 industry/services

particuiar seciors 15 18 5 14 20 14 16 27 16 17
2.2.1 Steel it 1 2 - 9 3 6 27 2 7
2.2.2 shipbuilding 2 14 1 - 3 - 1 - 3 5
2.2.5.1 Oth.secs/crisis 2 - - - 4 4 3 - 7 5
2.2.5.2 Oth.secs/growth - - i - 2 - 2 - 1 0
2.2.5.3 Other sectors - - 1 14 2 7 4 - 3 -
3. Regional sids 5 1 18 17 3 15 21 5 8 13
3.1 Regions 92(3)a - - - 17 1 16 16 - - 2
3.2 Other regiong*** 5 1 18 - 2 - 5 5 8 11

Alds princlipally under EEC
Treaty reguliations ***= 67 64 64 13 56 37 30 65 52 44

1.7 Agricuiture 4 29 T - 17 23 7 g 21 10
i.2 Figsherliess - 1 - - - 2 - - - i
2.2.3 Transport 35 34 31 13 26 12 23 66 30 14
Z.2.3 Regs. 1191-92 (26)(27) (19) (W) (17) (8) (8) (32) (27) (14)
Z2.2.4.1 Coal/current 6 - 0 - 3 - - - - i3
2.2.4.2 Coai/other 22 - e - 1 - - - - 6
TOTAL (1-3) 100 100 00 100 100 100 160 100 1160 100

Figures may not add up due to rounding errors

# It shouid be noted that innovation/R+D exciudes any aid given In
the form of R+D contracts, defence R+D and any funding of public or
semi—-public research organisations. This category of aid may
therefore be seriously undersstimated - ses points 74, 75.2, 83 and
Technicai Annex.

»%  gge Table XB

sx% jncijuding aid for German bordsr regions and Beriin granted under
Article 92(2})(c)

##22Thig section groups together aids given principally under EEC
Treaty regulations. Alds governed by EEC regulations are analysed
in a different way from the aids given for other sectors or
objectives. The problems of distortion of competition may in
general be different for aids governed by Reguiations {(see point 13
above and Technical Annex).
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Table X B
Amount of aid according to sector and function

(average 1981-86, in MECU)
B DK D GR F IRL i LUX N WK

2.1 Industry/services

horiz.objectives §70 168 2475 544 3396 385 8943 9 570 1588
2.1.1 Innovation/R+D* 113 75 1384 66 221 10 733 1 104 543
2.1.2 Environment - 6 86 - § - - 0 27 -
2.1.3 SME 118 2 477 34 74 14 718 3 280 130
2.1.4 Trade/export 97 52 99 454 2091 361 1328 1 34 749
2.1.5 Econ.energy 7 29 168 - 82 - 101 - 43 16
2.1.8 Gen.investment 136 4 98 -~ 921 - 1234 4 64 138
2.1.7 Combat unemp!. ) =%
2.1.8 Training aid )
2.1.9 Oth.objectives 102 - 163 - 2 -~ 4831 - 9 12
2.2 Industry/services

particular sectors 578 136 839 141 3299 157 4461 68 332 1721
2.2.1 Steel 420 7 3N - 1513 31 1629 68 35 703
2.2.2 Shipbuilding 61 126 176 4 507 5 237 - 74 483
2.2.5.1 Oth.secs/crisis 92 - ~ = 616 43 934 - 146 469
2.2.5.2 Oth.secs/growth - -~ 157 - 318 - 416 - 17 42
2.2.5.3 Other sectors 5 3 135 137 345 78 1245 - 860 24
3. Regional aids 182 12 3449 171 383 176 65855 12 169 1372
3.1 Regions 92(3)a - - -~ 171 116 176 4458 -~ - 235
3.2 Other regions**# 182 12 3449 - 268 - 1397 12 169 1137
Alds principally under EEC
Treatly regulationg *e%*
i.1 Agriculture 164 256 1402 - 2870 259 1862 22 462 1088
1.2 Fisheriess 2 13 18 4 45 20 90 - 8 69
2.2.3 Transport 1382 304 5931 127 4408 141 6494 139 697 1522
2.2.3 (Regs. 1191-92) 1054 242 3552 5 2781 66 2352 90 595 1510
2.2.4.1 Conl/current 228 - 1906 -~ 530 -~ - = = 1407
2.2.4.2 Coal/other 878 - 3097 - 1756 ~ e e 662
TOTAL (1-3)
in bifiion ECU 4.6 ©.% 8.7 1.0 16.7 1.1 27.7 ©.2 2.2 9.4
Figures may not add up due to rounding errors
* Ses Table X A
=% Training and unemployment measures have not been included in the

present report (ses point 186 abovs}.
sxpenditurs on training and emplioyment measures which has been
identified but not yet examined

average 1981-86):

B:20 DK:52 D:225

NL:105 UK:1082

e sk ok )

*kxk ) See Table XA

GR: 4

in detail,

F:836

Howaver by way of information

IRL:60

1:466

LUX:1

is as follows (MECU
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Tabie X C
Amount of Reglonal Ald (In MECU)

B DK D GR F IRL | LUX NL UK EEC10
Total regional
alds 182 12 3449* 171 383 176 5855 12 169 1372 11781
of which
Art. 92(3)(a)
regions - - = 171 116 176 4458 - - 235 5151
Art. 92(2)(c)
and 92(3)(¢c)
regions 182 12 3449* - 268 - 1397 12 169 1137 6626
Regional Aid
as % GDP 0.2PM 0.5 0.4 0.1 0.8 1.2 0.3 0.1 0.3 0.4
( index
EEC=100) (44)(4) (107)(101) (14) (195)(282) (68) (28)(62) (100)
% Pop. in

aided areas 34.5 24.5 47.3 65.6 38.7 100 48.9 95.8 28.0 44.1 44.5

Per capita aid
in aided arsas
(in ECU) 54.3 9.6 118.7 24.4 18.1 50.2 210.4 34.2 41.95 55.1 97.4

(*) Including Beriin 2632 MECU
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The most immediate conclusion emerging from Table X (A and B) is
that by far the bulk of aids in all{ Member States are those
accorded under EEC Treaty Regulations (i.e. agriculture, fisherles,
rallways and coal18)19, The only exceptions are Greece (where
the figures for agriculture are incomplete), ltaly and Ireiand
(where the aids granted under Community Regulations still accounted
for around one third of total aids) (Community funds are examined
elsewhere in this paper -~ see points 5§1-683 below). Agriculture aid
Is significant in Denmark (29% of total) and to a lesser extent in
lreland (23%), the Netherlands (21%¥ - estimated) and France (17%).

Furthermore, in all Member States studied, railways took at least
a quarter of the aid budget except in Greece, Ireland, |taly and
the UK where the amount was still significant. In the Member
States where a sizeable coal industry is still found, i.e. Belgium,
Germany, France and the UK, this sector accounts for an important
part of aid expenditure<Y. The second main conclusion is that
many Member States, some to a greater degree than others, have

spent large volumes of aid to support the declining industries of
steel and shipbullding?'. in fact steel and shipbuilding together

18

19

20

21

Most of the aids given to railways are a reimbursement of the extra
costs of uneconomic services which they are obliged to provide
(Regs.1191/69 and 1192/69). These compensatory aids are
automatically compatiible with the Treaty (Art.77). Aids to other
forms of transport were not available and are excluded from this
study - see Technica: Annsex.

Most of the aids given to coal are not related to current
production and are to compensate for special social security
measures for miners or are to cover inherited ilabilities. Aids to
other forms of energy were not available and are excluded from this
study - see Technical! Annex.

it is possibie that aids to coal in Germany appear reiatively
higher than in other Member States because the German figures
include the "coal penny-scheme", which compensates electricity
producers for the higher price of German coal. In some other
Member States in addition to the aids recorded in this report, coal
may be aided through the obligation imposed on national electricity
producers to purchase coal from domestic producers at prices above
that avaiiable from imported sources.

No separate steel figures are available for Greece even though aid
was given in the period under consideration. The figures are
included under the total for regionali aid because the budgetary
sources used did not permit expenditure on steel to be isotated
from regional aids.
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account for gver 10X of ald sxpenditure in all Member States except
Germany, Ireland, Italy and the Netherliands.22 23, |t should
be noted that in France, Ireland, ltaly, the Netheriands and the UK
a smal! but not Insignificant proportion of aids was devoted to
other crisis sectors and individua! rescue operations of companies
in difficuities.

However, it wemerges clearly from this table that with the
exception of steel and shipbuilding, that aids to industry
(excliuding coat, railways, agricuiture and fisheries) have not been
sectorally specific, and this is particufarly ths case in Germany.
In fact, horizontal aids (i.e. aids having no sectoral or regional
objectives) are generaily at ieast if not more important than the
combined total of regional and sectorally specific aids (excluding
steel and shipbuilding). Whiist these horizontal! aids may well
promote objectives in the Community interest, it is in general mors
difficult to assess their impact on competition because of their
lack of sectoral or regional specificity. It s therefore
particularly important for these horizontai schemes to monitor them
effectively by annual reports (see points 77-80 below).

The high proportion of aid devoted to the declining or crisis
sectors appears all! the more significant when seen iIn reiation fto
the relatively small amounts of aid spent on what may be termed
growth sectors or Iinnovation/R+D. Because it is not considered
that either reglonal aids or aids with horizontal objectives have
been particularly devoted to growth or high technology sectors,
some <confidence can be pilaced in the observation that
¢risis/declining sectors have been receiving much more ald than
growth or high technology sectors. This observation should however
be subject to a caveat concerning the figures for R+D. These
figures comprise only direct aid for R+D and exclude afil R+D
contracts and defenss R+D, both of which may have an &aid conatent

22

During the period under consideration (1981-86), i.s. prior to the
entry into force of the 6th Directive, aids to shipbuilding were
notified under ths applicable Directives. Exciuded were non-
sectoratly specific aids accorded to shipbuiiding. Also aids to
shipowrners (now explicitly covered in the 6ih Directiva) wers
notified by some Membar States but not others. The figures for
shipbuiiding availabie under these Directives are not as
comprahensive as for the 6th Directive.

in anaiysing the budgets and other reports available, it was not
always possible to isolate all the aid granted to shipbullding (but
not notified under the shipbuilding Directives) from other |[tems of
budgetary expenditure. The figures for shipbuiiding are therafore
not complete and this remark applies particuiarily in rejation ftoc
Greece and ltaly.
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but for which the analytical tools do not yet exist to aillow the
ald element to be Isolated - see Technical Annex for details24,
This factor Is particularly Important in Germany, France and the UK
and until further study of the problem is undertaken, the figures
for R+D should be regarded as only a part of the overall picture.
For example, in the UK R+D contracts are worth on average around
four times the direct R+D aids Iidentifled in this report. It
should also be taken Into account that the funding of public and
semi-public research organisations in the UK amounts to around six
times the direct R+D aids identified In this report. In Germany,
funding of R+D contracts and semi-public research organisations are
over five times the figures of direct R+D aids identified in this
report. In France, R+D contracts ("transfert de |’'Etat vers les
entreprises") are four times the direct R+D aid (no figures for
semi-public research were avallable).

49, The situation in sach Member State is as follows:
- in Belgium the emphasis of policy has been on raiiways (35%),
coal (28%), steel (11%) and to a lesser extent on regional aids
(5%) .

-~ In Denmark, railways (34%), agriculture (29%) and shipbuilding
(14%) have been the important items in the aid budget, with a
smal!l but not insignificant proportion given to innovation/R+D
(8%) and trade/export (6%).

- In Germany railways (31%), coal (26%) and regional pollicy (18%
of which the buik is for Berlin) are the important policy
objectives. |nnovation/R+D (7%) is also relatively important.
Steel and shipbuiiding are not significant in relation to total

aid spending. Apart from railways, coal, agricuiture and
fisheries, sectorally specific schemes are of very |little
impor tance.

- in Greece any conclusions must be interpreted with reserve
because of the as yet Incomplete nature of resulits for that
country. Of the aid expenditure identified, trade/export
(46%), regional ald (i17%) and rallways (14%) are the major
items. It should be pointed out that the high proportion of
trade/export is explained partly by the reimbursement of
certain taxes which were permitted by the Commission until
Greece Introduced a VAT system (1.1.87). 1in addition, the
regional aid appears important because iaw no. 1262/82 has been
classified as a regional aid. However, in addition to regional
variations, this law Iincludes sectoral, energy saving,
poliution and high technology provisions.

24 Also exciuded are the state funding of public research institutes
and higher sducation ressarch establishments, to which privlleged
access by industry may give rise to an aid.
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- In France, railways (26%), agriculture (17%), coal (14%),
trade/export (12%) and steel (9%) are the important Individual
items of expenditure. Other sectors (8%) (including a few
farge individual rescue operations) and generai investment (6%)
alds are also quite important. Reglonal aids are relatively
unimportant in France (3%). Innovation and R+D also appears
unimportant but it should be remembersd that the figures
exciude R+D contracts and funding of public research
institutes. In France targe sums are invoived in these items
and therefore until further work Is done on this toplic, the aid
figures should be regarded as incomplete.

- In lreland, export aids (32%)25, agriculture (23%), regional
aids (15%) and railways (12%) have been the important
individuat items of expenditure.

- tn ltaly, railways (23%), regional aids (21%) and other sectors
and rescue operations (9%) have been the main users of funds.
Untike any other Member States, other objectives (17%) appear
particulariy important in ftaly. This stems from the fact that
the main data sources used for Italy (Government sexpenditure
accounts) did not give a breakdown in sufficlent detail of the
different forms of intervention to aliow them to be classifisd
according to more specific objectives. Further information is
needed from the Italian authorities in order to aliocate this
expenditure according to its real objective. This figure
should therefore be regarded as provisional.

- In Luxemburg raiiways (56%)26, and steel (27%) are the only
items of any significance. No other objectives are of any
real financial importance.

- in the WNetherlands apart from a high priority given to railways
(30%), aids are spread out over a wider variety of objectives
than in any other Member State. Of importance are agriculture
(21%)27, SMEs  (13%) and _ regional _aids _ (8%) with
innovation/R+D, environment, economy of energy, general
investment, shipbuiiding and crisis sectors/rescue operations
aii receiving a smali but significant share of the ald
expenditure.

25

26

27

Export Sales Reijef - being phased out.

Aid to railways in Luxemburg is particularly high. Ses Technicai
annex, point 12.

The figure for agriculture aids in the Netherlands has been
estimated, based on available data, and should therefore bs
regarded as provisionai.
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- in the UK, coal (19%)28, railways (14%), regional policy
(13%) and agriculture (10%) form the thrust of policy. After
the Netherlands, the UK is the Member State with the widest
spread of aids over different objectives and othsr significant
items of expenditure are trade/export (8%), steel (7%),
innovation/R+D_ (6%)2%, shipbullding (5%) and other crisis
sectors/rescue operations (5%).

The situation as regards regional aids in each Member State is
shown in Table X C. Most regional aid is given either in the least
developed areas of the Community (lreland, Northern Ireiand,
Mezzogiorno, Greece and the French overseas Departments) or in
Berlin, although outside these regions significant amounts of aid
have tended to be paid in ltaly, Belgium, Germany (including zonal
border area aids) and the UK. Per capita spending in assisted
areas shows wide variations among Member States. The percentage of
population covered by regional aid also shows that such aid is
relatively widely spread over each Member State, which tends to be
counter-productive not only from a Community point of view but also

from a national perspective. In most Member Statses regional aid is
smaller in volume compared with sectoral aids and aids having
horizonta! objectives.30 However, just as there s little

information available on the regiona! Impact of sectoral aids or
the regional and sectoral impact of horizontai aidsg, there is
litile information availabie on the sectoral Impact of regional
aids.

iV. COMMUNITY FUNDS

Table Xi A ssis out in giobal terms the amounts paid or committed
against the Community’s budget in respect of the different
Community funds, for sach of the years 1881-86 inciusive. Table X!
C gives for each Member State the average Community intervention
under each fund for the period 1981-86. Two broad conclusions can
be drawn from thess tables. Firstiy, the bulk of Community
intervention (nearfiy 80%) has been in agriculture. 3Secondly, apart
from agriculturs where the cost of Community intervention far
outweighs nationai aids, the cost of Community intervention has in
general been very small compared wlth national aids.

28

29

The figure was inflated during this period because of the effects
of the miners’ striks.

This figurs may underestimate the rsal aid - ses Technical Annex.

Oniy in Germany, Gresce, ireland and ltaly do regional alds exceed
sectoral aids.
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It should be noted that a direct comparison between the voiume of
community intervention shown here and the national aid described
eisewhare In this paper (i.e. ailds financed by national budgets),
is misleading since in many cases the Community funds are not paid
to enterprises, which is the case with state aids.

Because of the basic incomparabllity of these two forms of
Intervention (l.e. Community funds and national aids) no further
comparative analysis is considered worthwhile. A brief summary
(points 53-63) of each fund will iliustrate this point.

EAGGF Guarantee

The Common Agricultural Policy is a general system of market
support based on external protection and internal intervention. As
such, it 1is comparable to Iimport quotas and customs tariffs,
systems which bring about a tranfer of resources between sectors,
without the recourse to direct aids. Much of EAGGF Guarantee
expenditure is concerned with a system of support of this type and
therefore cannot be regarded as comparable to expenditure on aids.
Moreover, the breakdown by Member State has iittle meaning in this
case because the ultimate beneficliary may not be In the Member
State where the expenditure took place.31

EAGGF Guidance

The activities of the EAGGF Guidance section are divided Iinto
direct measures and indirect measures. Direct measures may be
considered as aid to pubiic and private investors in respect of

investment projects or programmes. In this respect, they are
comparable to national alds. In recent years direct measures have
accounted for around half of the Guidance budget. Indirect

measures on the other hand are carried out on the Community’'s
initiative and with its financial help but they are executed by
Member States. As a result the expenditure wiil have been covered
in most cases under the heading of national aids. In general they
can be considered as socio-structural measures (eg. farmers early
retirement scheme) or remedial measures in favour of the less
favoured regions or investment aids at the farm levei.

. Social Fund

The objectives of the Social fund are to Iimprove amployment
opportunities for young peopie (under the age of 25) and for other
groups deemed worthy of support (long term unemployed, handicappsd
pecple, migrant workers and other socially disadvantaged groups).
The fund therefore participates in the financing of operations
carried out by public or private operators in the foiiowing areas:
- vocational training

- wage subsidies

- technical advice concerned with job creation

Aii applications for assistance are submitted through the Mamber
States.

31

Around 35% of EAGGF Guarantee expenditure is in the form of price
compensating aids granted to producars oOF Processors.
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The financing of vocational training projects and/or the provision
of technical advice by Member States Is not considered to be aid as
defined for the purpose of this report. Whiist wage subsidies
aliocated under Community funds to enterprises may well constitute
alds, they cannot be taken into account until the examination of
training schemes (described above at point 16) has been completed.
In addition such Social fund intervention would be accounted for
in national expenditure accounts. These accounts show receipts
from the Social Fund as income while expenditure on wage subsidies
is shown as one figure comprising both nationat and Community aid.
To include the Social Fund amounts wouid be, In effect, double
counting. In general no money from the Social Fund s paid
directly to enterprises.

Regional Funds
The aim of the ERDF is to help correct the principal regional

imbalances within the Community by contributing a) to the
development and structural adjustments of regions with a
development lag and b) to the conversion of declining Iindustriail
regions. The fund finances both national and Community programmes
as well as individual projects and studies. As a rule of thumb
about 80%¥ of the finance provided by the ERDF goes towards
infrastructure projects and should not be considered as aid to
specific entities. Financing of individual projects which would
constitute aid is accounted for in National Accounts (due to the
cofinancing requirement). In order to avoid doublie counting (the
relevant figures are already to be found in the report under
heading 3. Regional Aids) these alds shouid not be added to those
already contained in the report. In general no money from the
Regionai Fund is paid directly to enterprises.

Community Research and Deveiopment

Community research activities are conducted essentiaily at three

levels:

(i) at the Joint Research Cenire

(ii) by contract research involving financial contributions from
the contractor

(iii) through coordination of Member States’ ressarch activities.

The figures contained in this report refer to (ii) above.
Financing of the Joint Research Centre is considered to be outside
the scope of this report while the Commission’s role of
coordination is confined to the exchange of knowisdge - it does not
finance any part of these programmss.

Aid programmes or projocts administered by the Directorate General
for Science, Ressarch and Deveiopment (DGXIil) are not directly
comparabie with aids given by Member States to enterprises to
finance their spscific R+D efforts. Firstiy, they tend to be more
for pure or basic research (but also inciude some pre-~competitive
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industriai research); secondly, Community intervention is
generally by way of a contract for specific projects selected by
annual calls for proposals iIn the form of public tender32. At
present it is not possible to separate the ald element from the
public procurement element Iin any R+D done under contract. Because
of this, no purely national R+D contracts have been included in
this study (see Technical Annex) and accordingly Community
contracts shouid bs excluded.

Programmes administered by the Directorate General for
Telecommunications, Information Industries and Imnovation (DGXI1i)
appear to be closer to the marketplace (although also based on
competitive bids) and as such could be considered as conferring a
benefit on recipients. 1In this sense they have a direct impact on
industry, universities and research institutes who participate in
transnational consortia. This would however invoive examining each
individual project on its merits. The Community's contribution to
these contracts is generally 50% of the costs incurred and is paid
directty to the contractor(s). Because of the mixed nature of the
research and the transnational nature of the consortia, it Is not
considered useful to provide an anaiysis of the distribution of
Community Aid to individua! Member States (see note on Table XI C).

ECSC Financial Operations

Financial assistance is provided by the ECSC by way of loans and
grants. The loans fall Into 3 main categories:

- industria! loans

- conversion locans

- loans for workers houses.

The capital value of these loans is indicated in table X! B. They
are granted at rates ruling on the capital markets; as the
financial institution which distributes these ivans is not profit-
orientated, this might resuit in an advantage to the recipient of
the loan but which are not to be regarded as aid for the purposes
of the Treaties. The situation with regard to ths grant payments
is different. Whilst interest subsidy grants (on the loans) would
normally be considered as constituting aid, other measures, notably
payments of a social character to former stes! and coal sector
workers are less !ikely to do so. Further study is required to
develop a consistent evaluation of such measures.

New Community Instrument (NC!) loans

The aim of NCI loans is to fimance Investment projects which
contribute to greater convergence and integration of Member States’
economic policies. The bulk of the finance (+/- 60%) has been used
to finance projects in the fields of energy, infrastructure and thu
deve lopment of small and medium enterprises. Losns have also been
granted to restore infrastructure in Community areas affected by
earthquakes. The loans are administered by the Eurcpsan Invastment
Bank (EIB) on bshalf of thse Community. Interest ralss are sst at

[
Ny

Almost 90% (by value) of these contracts are carried out by
universities, research foundations of government organizatisone.
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market rates, plus a charge to cover overheads atc., for each
currency. The only economicaily assessable benefit to the recipient
could originate in the non-profit-orientated character of the bank.
Such an advantage would be insignificant In the present contesxt.

EURATOM Loans

The purpose of EURATOM lovans is to promote the use of nuclear
energy In order to reduce the Community’'s overdependence on
oxternal energy supplies. The terms of the loans are those
prevailing In financial markets and so there is no ald element
involved. Indeed the Community has been criticised by the Court of
Auditors In the past for not passing on to the borrower benefits
accruing from the refinancing of existing loans.

Balance of Payments Loans

These Ilpans are avaiiable to alleviate balance of payments
difficulties in the Member States. Once again, there is no aid
element involved as the transactions take place at market rates.
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COHRMUNITY FUEDS EECU.
1981 1982 1983 1984 1985 1986
FEOGA Guerantee (1) 11140.4 12400.8 15919.2 18366.2 19700.6 22073.2
FEOGA OGuidance (1) 580.6 653.7 748.6 678.9 120.7 173.4
Social  Fund {2) 1003.6 1532.0 1876.3 1855.0 2228.2 2554.3
Begional Fund (1) 791.4 950.7 1246.4 1326.0 1590.7 2394.2
Research & Development (D6 RII) (2)(3) 113.5 154.3 130.5 74.9 206.0 294.0
Research & Developwent (DG XIIT){(2)(4) 0.0 0.0 14.6 136.9 229.8 215.4
ECSC Crants ()
kesettlement Art $6.2(b} 124.0 115.0 125.0 140.0 215.0 170.0
Steel Social . 48.6 113.4 50.0 62.5 122.5 106.0
Coal Social " 0.0 0.0 0.0 60,0 0.0 60.0
Fesearch Art 55 44.0 50.0 53.0 50.9 5.0 60.0
Interest Belief Art 54756 33.2 45.9 57.6 83.9 63.8 1.2
Coking Coal drt 95 6.9 6.0 6.0 6.9 6.0 6.0
TOTAL 13885.3 16021.8 20227.4 22841.2 15134.3 8778.7

{1} PAYHENTS

{7} DORMITHENTS

t3y HRITE |, FRST and sipilar scientific research projects.

{4) ESPRIT |, EACE , SPRINT and similar research and development projects

SOURCES © Amnwal reporis of the various [unds.



LOANS etec. 1981 1982 1983
NC1 Loans (new loans issued.) (a) 328.4 631.1 964.0
EURATON Loans {a) 351.9 361.8 366.6
ECSC Loans (D 387.6 668.9 718.1

SOURCES :

{a) Annual reports of the Court of Auditors
(b) Annual reports of the ECSC .

HECU

1986

543.5

443.2

1069.2
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COMMUNITY FUNDS

EAGGF EAGGF  SOCIAL REGIOKAL R & D R & D ECSC TOTAL

Guarantee  Guidance Fund Fund (b6 XII) (DG XIII)*  Grants
BELGIUK 707.9 18:1 49.4 11.0 8.9 0.0 2.5 197.7
DERRARK 756.2 19.7 47.5 16.1 3.9 0.0 0.7 844.1
GERBRANY 3048.4 106.1 92.8 55.7 39.3 0.0 122.3 3464.6
SPATIN m.: 0.0 2.4 3143 6.9 0.0 0.0 594.9
GREECE 901.5 44,0 97.0 218.9 11 0.0 1.0 1263.6
FRANCE 38751 158.0 275.3 ma .7 0.0 81.5 4592.7
IRELANT 805.9 73.0 193.5 92.5 2.1 0.0 1.4 1168.4
TT&LY 2992.2 135.2 490.7 391.4 14.4 0.0 64, 4086.7
LUXEHRBURG 3.6 2.1 1.0 0.7 0.1 0.0 7.1 14.5
PORTUGAL 30.8 0.0 223.6 188.8 0.7 0.0 0.0 443.9
BETHERLANDS 1773.4 25.5 36.6 11.5 8.9 0.0 . 1669.9
UEITED KINGDOH 1685.5 109.8 464.2 3301 26.5 0.0 73.8 2689.9

RED DGXILI 153.4

TOTAL 16851.9 491.4 1974.0 1802.4 144.3 153.4 368.9 21986.3

# @OTE : It is not the policy of DG RIII to make public details of the
financial Bbreakdoun by programme by Hember State of contracts awarded.
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V. VARIETY OF AID INSTRUMENTS

In all Member States there are a targe number of schemes and
instruments. Table XI| gives an estimation of the number of
schemes in industry and services (excluding transport and energy as
well as agriculture and fisheries) currently availabie in each
Member State33. Although work on compiling a compiete inventory
is not yet finished, some confidence can be placed in these
estimates except for ltaly and Greece, where further work is
necessary (see footnote 34). It should always be understood in
comparing the number of schemes in each Member State that certain
schemes have several different instruments of intervention. In
addition, specific or ad hoc intervention in individual cases is
permitted under most national laws. Therefore, schemes exist that
permit in theory most sectors of the economy to be covered by aid.
This vast number of aid schemes in operation coupled with the sheer
volume of expenditure not only makes Community control of aids more
difficult, it may also be counterproductive and inefficient from
the Member States’ point of view. As discussed above, the volume
of aid in each Member State may be no mors than offsetting similar
voiumes in other Member States with consequentiy much less positive
effects than might be imagined. In addition, the proliferation of
schemes and their complex and opaque nature mean that potential
recipients cannot be fully or effectively informed and as such
cannot adapt their economic behaviour in the way that the schemes
wish to promote.

Table X1
Approximate number of aid schemes excluding
agriculture, fisheries, transport and energy34

B

DK D= GR F IRL ! LUX NL UK

68

28 150 20 89 44 64 23 51 101

(*) of which 84 Lander schemes

(Source: Commission estimates)

33 Stee! and shipbuilding are also excluded.

34 For both Greece and Iitaly it has been difficult to obtain an

estimate of the number of schemes from the budgetary sources used,
because the high level of aggregation in the figures does not allow
the individuai schemes to be isolated. This can only bs done with
greater accuracy once an inventory |Is compieted.
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65. Despite the fact that in each Member State there exist a large
number of means of Intervention, in most Member States this
intervention has been very concentrated. As seen above, coal,
raiiways and steel and shipbuilding take large proportions of
expenditure. Of the remaining aids in the industry sector,
although there are a large number of schemes through which ald can
be channelled, a few schemes do in fact account for the bulk of
expenditure (see Table Xill).

Table X111

a) Percent of total aid to industry35 channeled through the 5 biggest
schemes in operation within Member States

B DK D GR F IRL | LUX NL UK

47 70 45 97 36 81 50 87 56 69

b) Percent of total aid to industry35 awarded through the 20% most
important schemes in operation within Member States

B DK D GR F IRL I LUX NL UK

73 75 75 97 75 88 68 87 82 91

(Source: Commission estimates based on schemes in table XIl and aids
in Tabte X b)

66. Care should be taken in interpreting the above figures. Some
figures collected from budgetary sources aggregate several schemes
which could not be split up into their individual constituent part
(notably for Greece and italy). Even if sufficiently disaggregated
data at the ievel of the scheme are availabie, details of
expenditure by individual scheme do not always liead to any
meaningful results without comparing the particular schemes with
other ones having similar objectives. For example, in one Member
State a particular objective may be covered by one scheme and show
up as important, whereas in another Member State expenditure on the
same objective may be spread over several schemes with the result
that none of these schemes appear individually important. In
addition, it shouid aiso be borne in mind that an individuai scheme
may have several important instruments which do not all have the
same objective. Finally, it shouid be noted that the emphasis of
different schemes tends to change over time in view of differing

35 Excluding shipbuilding, steel, transport and energy.



67.

b}

68.

69.

70.

- 40 -

policy considerations, and that the ailocation of a scheme to a
particular objective may be arbitrary in certain cases.
Consequently, until an inventory is «compteted, no further
information will be given.

Notwithstanding the above caveat, it can bs safely concluded that
since it is considered necessary to have detailed annual reports
from Member States on aids, giving information not currentiy
available or made available as a result of the present study, it
would be possibie to timit these reports to a relatively small
number of schemes which would cover the vast bulk of expenditure on
aids and thus in all probability the vast bulk of distortions of
competition caused by these aids. Such a relatively smal! number
of detaiied annual reports could feasibly be supplied by Member
States (see points 77-80 below).

Methodology

The resuits in this report are based on expenditure on aids and
tax advantages for the period 1981-868 and cover the EEC10. The
Commission has had bilatera! contact with all these Member States
oxcept Greece in order to verify and discuss the accuracy and
completeness of its original detailed estimates of expenditure36,
The estimates for Italy have only been partially verified by the
Member State concerned. Regarding Greece, preliminary detailed
estimates have been transmitted. Until these figures have been
verified, they should be regarded as provisional (see point 73
below). Ailthough no figures are presented in this report, work is
well under way for Spain and Portugal.

The methods used to collect and analyse the data, sources of these
data, main probiems encountsred and the gaps still remaining are
described in detail In the Technical Annex. Presented below is a
brief resumé of the methodociogical approach and problems.

For agriculture, fisheries, transport and coal, the figures used
are those already supplied by the Membsr States to the Commission
in the framework of the various legai arrangsments covering these
sectors. No attempt was made to verify their completeness by
reference to Member States budget reports and it is considered that
at least some of these figures are incomplets. For all other aids,
reference was made to information already available to the
Commission for certain sectors (eg. steel) and to the annual
reports submitted to the Commission on the operation and
implementation of individual schemes. In order to compliete the
many and important gaps that remained and also to check thess
figures, analyses were made of all Member States’ reports on
Governinent expenditure and other reports made by national

36

On the whole, Member States agree with the figures presented in
this report although one or two contest whether a few items
identified in this report fall within the scope of Article 92.
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authorities on the operation of aid schemes. The remaining gaps
were filled from various other official or non-official sources,
with internal Commission estimates or as a result of the bilateral
contact with the Member States.

The financial data collected37 were classified according to onhe

of the following categories:

- grants or the equivalent where the totality of the transferred
amount constitutes aid to the reciplient (eg. reduction in
social charges) (A)

- government equity holdings (B)

- soft loans, or the equivalent, where the value to the recipient
comes from a flow of benefits over several years (eg. special
depreciation allowances) and where the value to the recipient
is lsss than the Government’s initial outliay (C)

- guarantees (D)

(The letters in brackets correspond to those in Table IX).

In tine with the well established methods used by the Commission in
other areas of state aids policy, these different forms of
intervention were reduced as far as possible to a common grant
equivalent so as to make them comparabie.38 39 40

The different forms of intervention were then classified according
to one of 18 policy objectives. This allowed an analysis to be
made at the level of overall spending between Member States and
compar isons to be made between the same policy objectives in
different Member States.

38

39

40

With ragard to tax expenditure figures, these were anaiysed in
terms of revenue forgone by the Government or the reduction in tax
paid by beneficiaries.

See in particular "The common method of evaiuation" annexed to the
communication of the Commission on regional aid systems - OJEC no.
C 31 3.2.79, and Application of Articles 92 and 93 EEC to public
authorities holdings, Bulletin EC 9, 1984. The value of aids was
calculated as the grant equivalent and does not take account of the
incidence of taxation.

For a very limited number of schemes insufficient information was
availabie to calculate or estimate the aid element; in these cases
a rule of thumb was adopted that the aid element was 30% of the
gross intervention. For a small number of schemes., information was
only available up to 1985; in these cases past figures were
extrapolated to estimate the 1986 figures. Finally, for a smatil
number of tax expenditure aids no information was available as to
the magnitude of revenue forgone and as such no sstimates could be
made.

Given that the above-mentioned ostimates are smal! in number and
gensrally relate to the less important schemas in terms of
budgetary resources, any errors resulting from the estimates or
omissions described are likely to be immaterial.
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Mention should be made of the problem relating to the distinction
between aids in the sense of Articles ©2/93 and general measures in
the field of fiscal and social security systems. Exhaustive
information on this problem is not yat avaiiabie and further work
is necessary before it can be analysed in detail. Therefore,
although it has been possible to identify and include in the
current study many of the fiscal and social security measures which
constitute aid, not all can be Iincluded at this stage. In
addition, no aids for training and employment have been inciuded
until such interventions have been fully examined (see point 16
above).

Unti! further work on tax expenditure has been completed, the
total aid figures should not be regarded as fully complete,
although not to the extent of making the present resulits
incomparable between Member States. Further details of tax
expenditure included in the study and justifications for omitted
measures are given in the Technical Annhex. Special mention should
however be made of the situation for Greece, where bilateral
contact with the national authorities has yet to take place, but
which will permit a verification of the Commission’s sstimates of
aid expenditure. In Greece there seems to be a high reliance on
tax reductions and reimbursements as a way of aiding enterprises.
No figures however were available from the budget for some of these
important schemes. Therefore, it is likely that untif{ the
estimates for such tax expenditures can be made, the figures for
Greece understate the proportion of aid given by way of tax
expenditure and consequently the totail volume of aid. It should
nevertheless be noted that certain of the tax concessions for which
the Commnission was unabie to make estimates of the lost revenue are
granted for exports. Some of these taxes, and therefore the
resulting concessions, should have disappeared or be in the process
of being phased out since Greece adopted the VAT system to replace
its turnover tax system in 1987.

Special mention should aiso be made of the figures for R+D.
Included in total sxpenditure is state financing of R+D by private
and nationalised industries. Exciuded from the total Is financing
of intra-mural government research (eg. public research
institutions), financing of research in institutes of higher
education and research made under contract (including military or
defence research) which are usualily considered to form part of
public procurement. Thess figures, where avaiiable, have not been
included because, although it is recognised that they may in
certain cases contain an important element of aid, the
methodoicgical framewok for quantifying this aid has not been fully
developed?!. From the informat ion available (probably

41

See Community Framework for State Aids Tor Research and Development
- QJEC 83 11.4.86, in particular points 9.1 and 9.2.
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incomplete), these measures which have been excluded are very
significant in terms of expenditure and the Iinability to identify
or calculate the aid element is a serious handicap to having
completa figures for R+D aids. In order to rectify the potentially
important omission for this type of aid, further study Iis urgently

needed.
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D. FUTURE WORK

Analysis of Expenditure

Most of the figures presented in this report have been verified by
each Member State concerned, except for Gresce (no verification
yet) and Italy (only partial verification). In addition to
finishing the work for Spain and Portugal it is consldered that
further work is necessary in the following areas in order to
increase both the scope of the study and its usefulness.

Tax expenditure - efforts should be concentrated on trying to
assembie data on tax expenditure for Member States for which no
comprehensive reports exist (i.e. all Member States except
Germany, Belgium, France and the UK). Attempts should then be
made to both identify and quantify all the tax expenditure
measures ih all Member States that constitute aids in the sense
of Articles 92/3. Similar remarks apply to the social security
systems.

Further study is essential to identify the aid element of
certain types of R+D intervention in R+D contracts and research
for defence purposes. This is most important because of the
large budgetary sums involved.

At the same time as completing the work described above, the
Commission intends that the main resuits described in this report
should be constantly updated., This would allow the main
developments in volume, trend, objectives and form of aids to be
analysed. Since the methodological framework and sources of data
have been established in the work necessary to complete this
report, this updating could be achieved relatively auickly. In
addition, this updating would be greatly faciliitated if Member
States would provide systematic notifications and, at least for the
most important schemes, detaiied annual reports on a systematic
basis (see point 80 beliow).

Improvement of information collected from Member states

State aids must be analysed not just in relation to the impact of
the individual case or scheme under consideration, but also in the
wider context of the impact of all aids on competition. In
particuiar, for general or horizontal schemes it is useful in
certain circumstances to know their regional and/or sectoral
impact.

As was shown in the results presented in this report, not enough
information is available on such cross-effects of aids. This is so
even though such effects can be significant and may well
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result in certain desired Community objectives being inadvertantly
negated by contradictory side effects of other policies that in
their own right may at first appear coherent42. This Is all the
more likely in view of the sheer volume of aids identified. The
analysis of expenditure on aids (see Table X) has shown, in
particular, the importance in terms of expenditure, of horizontal
aids In relation to sectoral and/or regional aids. Therefore, it
is considered that figures on these cross-effects should be
provided to the Commission by the Member States.

A further area where information is currently lacking is the
extent to which aid schemes are concentrated on a few recipients
each receiving large volumes of aid or alternatively, the extent to
which they are spread out over many small recipients. This does
not imply that a scheme is always more harmful to competition if
concentrated on a few large recipients, In fact, aid distributed
among many small (ecipients in sensitive sectors can be very
harmful to competition. However, in certain circumstances it could
be an important element in the Commission’s appreciation of an aid
scheme if there has been a tendency in the application of a scheme
to concentrate the aid on a few recipisnts. Such information could
be incorporated into the systematic reports that are proposed and
would constitute a further step towards full transparency.

Need for a more systematic system of notification and annual
reports

in view of the above considerations, the Commission considers that
there is a need for a more systematic system of notiflcation and
annua! reporting.

Ex-ante notifications - At present notifications have to be
provided under Article 93(3) for ail new schemes or changes to
existing schemes. it is considered that these notifications

should include, in addition to details already provided, more
standard information. They should give the period of
appiication of the scheme and the budget allocated or
estimated. Any extension of their application or significant
budget increases should also result in a new notification. The
notification should also specify if any regionai or sectoral
concentrations are foreseen. Such a systematic system of
notification for all schemes wil! help keep the inventory of
schemes in operation up to date.

Annual reports - Whilst annual reports on certain schemes are
already required by the Commission, it is considersd that
detailed reports should be provided for the most important

42 The cross effects of non-sectorally specific schemes have been an

important part of Community policy in the crisis sectors of stesi,
shipbuilding and synthetic fibres.
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schemes in operation in order for the Commission to carry out
the constant review under Article 93(1)43. In addition to the
information normaily requested in these reports (eg.
expenditure), or specific to the ald scheme Iin question,
information should, where appropriate, be provided concerning
the cross-effects of aids (eg. the regional or sectoral impact
of the horizontal schemes) and the degree to which expenditure
is concentrated on a few recipients. For all remaining
schemes, a simplified report giving basic expenditure
information for the past year, together with any information
required by the Commission as a condition of its approval of
the scheme, should be submitted annually.

Member States will be informed of these new arrangements in
dus course.

43

It has been shown above that reports on a relatively small number
of schemes would cover the vast bulk of aid expenditure and so no
undue burden would be placed on Member States to supply these
reports. In addition, detailed reports could be requested for the
smalier schemes which are likely to have a large impact on
competition.
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E. CONCLUSIONS

The present work on State Aids has made available for the first
time to the Commission a detailed breakdown of aids by volume,
trend, the forms of aid and the objective pursued. Desplite the
fact that the level of expenditure on an aid does not necessarily
indicate its impact on competition (which is the criterion in the
Treaty for the Commission to be able to act), it may nevertheless
be concluded that the sheer volume and proliferation of aids
identified in this report means that the Commission must be
conscious of the negative impact these aids could have on the unity
of the common market, competition and therefore to the achievement
of the internal market. The information now available to the
Commission will be used as background on its appreciation of new
notifications and monitoring of existing schemes in order to
increase the coherence of its policy.

It is considered that the investment made to increase transparency
by ascertaining expenditure on aids should not be allowed to lapse.
Instead the survey should be constantly updated. To facilitate
this updating and conserve the transparency that has already been
achieved, notifications of all schemes and annual! reports on the
main schemes in operation should be provided on a more systematic
and harmonised basis. At the same time it is considered that these
systematic reports can be used to improve the Commission’s
information on the cross-effects of aids and the degree to which
aids are concentrated or spread out between recipients.

The Commission has identified R+D as a significant area of
government intervention.

However it felt unablie to quantify fully the impact of such
measures because of the lack of methodological framework, in
particular to evaluate the aid element of intra-mural Government
R+D contracts. Further study is needed before transparency can be
compieted in this area.

Although most of the aids in the form of tax reductions are
included in the present study, it is likely that certain aids given
in this form have been overlooked due to the lack of information
available. Further work is necessary.

It may be concluded that the results presented in this report have
brought about a much greater transparency in the field of state
aids. Even though this transparency needs to be developed in
certain aspects, the results are nevertheless sufficiently compiste
so that a reasonably accurate picture of the volume, trend, form
and objective of aids in sach Member State has been obtained. It
therefore provides an essential background against which to review
the coherence of policy in the field of State Aids.
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A. TECHNICAL ANNEX

The purpose of this annex is to outline the methodologies and sources
used in drawing up this final Survey of State Aids, notably with regard
to:

I. Scope of the study

Fields excluded

II. Forms and categories of aid

III.Nature of the data, sources and methods of assessing the aid

element

IV. Specific problems
~ Research and Development (R & D)
- Transport in Luxembourg
= Agriculture and fisherie

= Tourism; Agrifoodstuff
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I.5cope of the study

Fields excluded

In its 1985 Work Programse the Commission announced its intention
to survey the full range of State aid in the Community 50 as to
have an overall view of the situation.

The Survey focused on State aids to undertakings falling within the
scope of Articles 92 and 93. Accordingly, general measures (which,
if they distort coapetition, would he dealt with under Article 101
of the EEC Treaty) are not included in the figures.

The following measures or areas were not dealt with :

2.1. Aid whose recepients are not directly undertakings

- Aid to households

. Aid to the handicapped

. Aid for infrastructure (ports, airports, roads, etc.)
. Aid for university institutes

. Aid for public vocationmal training centres

« fid to developing cuuntries1

Z.¢. General measures and other measures

. Differences between the wvarious tax systems and general
social security systems in flember States (depreciation, social
security deficit ....2

. Custows duties, quotas, public procurement, market
restrictions, technical standards

- Specific tax schenes (cooperatives, owner enterprises, self

-euploved, etc.}2

1

Aid for exports outside the Community have been included in the study
since their harmonization wunder Article 112 does not exclude
apolication of Articles 92/3.

P X
However, a lower-than-the-standard rate of corporation tax for small
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. General reductions in VAT (for example, foodstuffs in the
United Kingdonm, certain products in the French Overseas

K4
Departments)”

2.3. Aid granted by supranational and multinational organizations
. Community aid (ERDF, EAGGF...)I+

. Aid to the ESA (European Space Agency)

2.4. Individual types of aid

. Defence (see point 11. R&D)

. All aid to energy , except coal (see points 10.2 and 11)

. ALl aid to transport, except railways and inland waterways
(see point 10.2

. Press and media

. Banks and credit institutions (for -exemple, reserves,
schemes for mortgage lending companies)

. Buildings and public works

. Public utilities: qas, water, electricity, post,
telecomaunications : tariff structure and financing

. Aid for cultural and leisure activities.

businesses constitutes an aid and has been included (eg. Germany).

Specific reductions such as the reduction of the VAT for all products
manufacturad in Berlin have bhaen included. This reduction of VAT on
Berlin produced goods is also available for companies residing in
the federal Republic. In contrast, all goods (regardless of origin)
sold in the DOM pay a lower rate of VAT, This has not been included

as an aid.

Expenditure details on Community Funds are given in Part IV of the

main text, by way of information.



4.

11 Forms and categories of aid

Objectives

Categories of aid

ALL aid represents a cost or a Lloss of revenue to the public
authorities or a benefit to recepients. However, the "aid
element",ie. the ultimate financial benefit contained in the
nominal amount transferred, depends to a large extent on the way in
which the aid is provided. Aid should therefore be subdivided in
accordance with the way in which it is provided. Four categories
have been identified for this purpose. Each category is represented
by a letter : A, B, C, or D followed by the number 1 or 2, meaning
respectively budgetary aid (ie. aid provided through the central
government budget) or tax relief (ie. aid granted via the tax
system), plus an A if the aid element is known; for example, C1A
means that what is being referred to is the aid element (A) of a

soft loan (C1).

Group A (A1 + A2)

4.1. The first category (A) concerns aid which is transferred in
full to the recepient. In other words, the aid element is
equal to the capital value of the aid. This first category has
been subdivided into two aroups depending on whether the aid
was granted through the budget (A1) or through the tax or

social security system (A2).

4.2. List of aid coming under categories A, Al and A2

. grants JA1/
. interest subsidies received directly by the recipient YATA

. general research and development schemes (see point 11) )
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. tax credits and other tax measures, where the benefit )

is not dependent on having a tax Lliability )

(ie. if the tax credit exceeds the tax due, the )

excess amount is repaid) YA/
. tax allowances, exemptions and rate reliefs JA2A

where the benefit is dependent on having a tax Lliability)

. reduction in social security contributions )

5. Group B1

5.1.

5.2.

6. Group

6.1.

It is necessary to determine whether a financial transfer by the
public authorities in the form of equity participation is an aid
to the recipient or a matter of the public sector engaging in a
commercial activity and operating like a private investor under
normal market conditions. Consequently, although equity
participations, in their various forms, could have been included
in the first category, they have been grouped together under a
separate category (B1). An estimate of the aid element contained

in such equity participations is set out in category B1A.

List of aid coming under category B1

. Equity participation 1in whatever form (including debt

conversion)

€ (C1 +C)

The third category (C) covers transfers in which the aid element
is the interest saved by the recipient during the perijod for
which the capital transferred is at his disposal. The financial
transfer take the form of a soft Lloan (C1) or tax deferral (C2).
The aid elements in this category are much lower than the capital

values of the aid.
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List of aid coming under categories C1 or €2

. Soft loans (new loans granted) whether from
public or private sources, where the aid element
is not quantified (if it is, the aid element is
included in category C1A) c1
. Participatory loans from public or private sources,
where the aid element is not quantified (if it is,
the aid element is included in category C1A)

. Advances repayable in the event of success where
the aid element .is not quantified (if it is, the c2
aid element is included in category C1A)

. Deffered tax provisions (reserves, free or

accelerated depreciation, etc) (if the aid

D ™ I N N L T R R e e e

element is quantified, it is included under C2A)

Groupe D1

7.1,

7.2.

The last category (D1) covers guarantees, expressed in nominal
amounts. The aid elements are normally much Lower than the
nominal amounts, since they correspond to the benefit which
the recipient receives free of charge ¢r at lower than market
rates if a premium is paid to cover the risk. However, if
Llosses are incurred under the guarantee scheme, the total
loss, net of any premiums paid, 1is included under D1A, since
it can be considered as a definitive transfer to the
recipient. The nominal amounts of these guarantees are shown

under D1 to give an indication of the contingent Lliability.

List of aid coming under category D1

. Amounts covered under guarantee schemes ) D1

. Losses arising from guarantee schemes8. ) D1 A

For information on the calcutation of the aid element in respect of

all forms of assistance, see point 10.6.
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Objectives

9.1.

9.2.

These aid schemes have been broken down into 18 headings

according to their sectoral or functional objectives :

1.1. Agriculture
1.2. Fisheries

2.1. Industry/Services

(horizontal objectives)
2.1.1. Innovation and Research and Development
2.1.2. Environment
2.1.3. Small and Medium Enterprises
2.1.4. Trade/Export
2.1.5. Economisation of Energy
2.1.6. General Investment
2.1.7. Combat unemployment ) See point 16 main text
2.1.8. Training Aid )
2.1.9. Other objectives

2.2. Industry/Services

(particular sectors)
2.2.1. Steel
2.2.2. Shipbuilding
2.2.3. Transport
2.2.4.1. Coal (Current Production)
2.2.4.2. Coal (Other Aid)
2.2.5. Other Sectors
3. Regional aid

The heading “other sectors" covers all rescue operations and
major individual cases. For analytical purposes this heading
has been broken down into three subheadings: growth
industries, industries in crisis (including rescue operations)

and other industries.
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The heading "regional aid" is divided into two subheadings:
regions eligible under Article 92(3)(a) (3.1.) and the other

regions (3.2.).

List of regions within the meaning of Article 92(3)(a)

Member State Regions
Greece )
Ireland ( Jthe whole of the country
Portugal )
France Overseas departments
Italy Mezzogiorno
Spain Extremadura
Andalusia

Castile~-La Mancha
Galicia
Castile-Leon
Murcia

Canary Islands
Ceuta-Melilla

United Kingdom Northern Ireland

In the coal sector, a distinction is made depending on whether
or not aid is Llinked to current production {such a Llink is
made by the Commission in its annual communication to the

Council on the financial aids in this sector).
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III Nature of the data, sources and methods of assessing the

aid element

As a general rule, the figures have been expressed in terms of
actual expenditure (or actual revenue losses in the case of
tax expenditure). Wwhere this was not possible, budget
appropriations or the amounts provided for 1in planning
programmes were used after consultation with the Member States
concerned. Where figures of this type were not available, the
Commission's dep&rtments made estimates where this seemed
reasonable, on the basis of information provided by the Member
States.

where figures for 1986 were not available, the Commission
departments have extrapolated the 1985 figures.

All the figures have been compiled in national currency and
have been converted into ECUs at the annual average rate
provided by the Statistical 0ffice of the European

Communities.

The Commission services have provided the figures for their
respective sectors in accordance with the following outlines.
Not all the figures have been counter-checked by the Member
States nor have they been checked against their budgets by the

Commission's services.

For agriculture and fisheries the figures are those submitted

by the Members States 1in accordance with the procedure
emanating from the resolution of the Representatives of the
Governments of the Member States during the 306th Session of
the Council, on 20 October 1974.

As regards agriculture, the figures are taken from the "aid"
inventory supplied by the Member States. From the total amount
of budgetary expenditure indicated 1in the inventory, the
following have been excluded:

- Research aid (Category 16)
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- Land improvement =~ arterial drainage and sea defense
(Category 22)
- Selective regional financial assistance (Category 34)
The figures contain the following : agrants, tax reliefs, aid
tinanced by parafiscal charges, interest subsidies and a
number of direct benefits provided by the State (for example,
training courses). They also contain some of the aid financed
by the EAGGF Guidance Section.
The figures for agriculture and fisheries include on the one
hand national aids paid as a result of Community legislation
(where financing'can be either exclusively national or as a
complement to Community financing, as a result of the
application of Regulation (EEC) 797/85 (last amended by
Regulation (EEC) 1760/87)) and on the other hand national aids
falling directly under Articles 92 to 94. Article 92(1)
applies in principle to agriculture (as it does in other
sectors) subject to the reserve of the specific arrangements
of Article 42 EEC. This is particularly the case for
jnvestment aid in aariculture where the Council (Regulation
(EEC) 797/85) fixed the Limits of the application of Articles
92 to 94.
As regards fisheries, Lloans and guarantees are not included

where the aid element is unquantifiable.

For coal the figures are those submitted by the Member States
in accordance with Commission Decision Nos. 528/76/ECSC (from
1986, pecision  2064/86/ECSC) and summarized 1in the
Commission's Annual Communication to the Council on aids in
this sectors. New capitat injections which may constitute aid
are not idincluded in these figures. Public undertakings'

coal-purchasing contracts (for example, for electricity

> These figures are broken down into aids for current production and
those not relating to current production (i.e. special sociat
security measures for miners and aids to cover inherited

Liabilities).
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generation) which might comprise an aid element where the
price exceeds the world price have not been included. No aid

figures for other forms of energy have been includedé.

For transport the figures are those submitted by the Member
States in accordance with Regulation No 1107/70 and summarized
annually in the Commission's submission to the Consultative
Committee on Aids to Transport. These regulations cover
railways and navigable waterways only. 1In addition, but shown
separately, are the aids given for railways within the
framework of Regulations Nos 1191/69 and 1192/69 for
respectively the maintenance of public service obligations and
the normalization of railways accounts due to special burdens
placed on railways.

With regard to other forms of transport, due to lack of
information, the aid figures are incomplete and fragmentary
and have not been included. No figures 1in particular have been
given for aid to local transport.

Aid granted to ports against which the Article 93 EEC
procedure were initiated (and subsequently closed), has been

included.

Aid to promote alternative sources of energy have frequently been
included under Economisation of Energy. In the case of nuclear

energy, reference should be made to point 11.4.
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Other sources

In the case of aid to industry and the service sector, the
figures have generally been taken from national publications.
These are mainly documents on the award of aid, national
accounts relating to expenditure, and draft budgets.
Inventories and other available studies have also been used.
steel

The figures presented in this study have been compiled from
communications submitted by Member States. The figures show
the amount of aid paid to undertakings.

Tax expenditure

With regard to tax expenditure, the OECD concept was used as a
starting point.

"A tax expenditure is usually defined as a departure from the
generally accepted or benchmark tax structure, which produces
a favourable tax treatment of particular types of activities
or groups of taxpayers".

Thus, for example, tax reliefs granted to certain development
areas (reduction 1in corporation taxes, or favourable
depreciation terms) are regarded as tax expenditures, whereas
the rate structure is regarded as an integral part of the

benchmark tax systenm.

However, 1in some cases, such departures from the benchmark
system are on the borderline between aid within the meaning of
Article 92(1) and general measures. Further work has to be
carried out in order to elucidate this "grey area". The
figures have been taken from various reports published by
certain Member States (Germany, France, Belgium and the United
Kingdom). In the light of the problems indicated, it is
possible that the study presented may not yet
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embrace all aid granted in the form of tax expenditures,

notably 1in the case of countries which do not publish any

report on the subject.

10.6. Methods of assessing the aid element

10.6.1.

10.6.2.

In order to analyse these different interventions on a
fully comparable basis, it is necessary to try and reduce
these different interventions to a common denominator
-the grant element which they contain. To this end the
methods currently employed by the Commission in its
control of State Aids have been used. These methods are
all official Commission policy and have been discussed at
a technical Llevel with the Member States. Most of the
methods have been published and these publications will

be referred to.

The basic approach to evaluating the aid element is the
common method of evaluation used in calculating the net
grant equivalent of state 1interventions (for Llatest
update see annex of the Communication of the Commission
on regional aid schemes 0J C 31 of 3.2.1979 - See also
0J € 111 of 4.11.1971 Resolution of the Council of
20.10.1971).

Obviously, +the receipt of an aid may change the tax
liability of some recipients. However, taking account of
the allowances and reductions that can be claimed against
profits tax and the losses made by certain companies, the
effective rate of tax paid in general by companies is
much lower than the theoretical maximum rate. Therefore
it is considered that the results obtained without
taking account of taxation are closer to reality than if
the maximum theoretical rate had been employed. The
common denominator is therefore grant equivalent and not
net grant equivalent. It should be noted that the ranking
of Member States (in terms of percentage of GDP, for

example) is not affected by the exclusion of tax.
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Method applied to different forms of aid

10.6.3. Group A - grants, relief from social charges etc.
No calculations of the aid element are necessary because
this group comprises alt interventions which can be

considered as constituting grants or grant equivalent.

10.6.4. Group B - equity (including debt conversion)

In line with established Commission policy, such
interventions constitute aid when a private investor
operating under normal market conditions would not have
undertaken such an investment (see “Application of
Articles 92 and 93 EEC to public authorities' holdings"
Bulletin EC9—1984)?. This method is based on calculating
the benefit of the intervention to the recipient.

As regards capital injections to State Holding companies,
the overall performance of each company was examined and
the aid element taken as the amounts required to cover

recurring losses.

10.6.5. Group € - soft loans and deferred tax provisions
In accordance with the common method of evaluation,
benefits accorded to an enterprise over a period of time
in the form of soft Loans and deferred tax provisions are
discounted back to the present. The discount rate is the
uraference rate® which represents the rate at which
companies can borrow under normal market conditions. The
definition of what rate of interest to use as the
reference rate in each Member State has been formally
adopted by the Commission (see point 14 of the common

method of evaluation). The aid element in a soft loan in

See also "The Measurement of the Aid Element of State Acquisitions of
Company Capital® - [IV/45/87 - Evolution of Concentration and

Competition Series: Collection: Working Papers 87.
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any one vyear is therefore the difference between the
reference rate and the rate at which the State accords
the loan multiplied by the value of the loan.

In the case of participatory Lloans and repayable
advances, because of the wunduly Llarge number of
individual cases, the actual net cost to the State was
taken as an estimate of the aid element. The net cost was
calculated as the difference between the rate of return
effectively received by the state on these participatory

Lloans and the reference rate.

10.6.6. Group D - amounts covered under guarantee schemes

For loans awarded under exchange rate guarantee schemes,
the aid element is calculated as though the Loan were a
soft loan 1in the currency which is guaranteed against
exchange rate fluctuations. The subsidy is the difference
between the reference rate for the currency which is
covered by the guarantee and the rate of interest at
which the Lloan 1is given Lless any charge for the
guarantee. This calculation dis therefore based on
calculating the benefit of the scheme to the recipients.

For simple loan/export guarantee schemes it is normally
impractical, because of the volume of cases, to look at
every guarantee and decide what would be the price the
recipients would normally have to pay for such a
guarantee. Consequently, at the global level the net cost
of such schemes to the Government (i.e., the difference
hetween the cost of guarantees honoured by the state and
any revenue from charges for the securities) was taken,
except in large individual cases or for certain sectors
where the value of the guarantee can be calculated on the

basis of the value to the recipient9.

8 Where this information 1is not available, the global losses to the

Government are taken as an approximation of the aid element.

? This has been the Commission's policy as regards guarantees in the
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Although figures for Loans or guarantees from publicly owned
credit institutions are given when they are considered as
constituting aid, there are greater difficulties in
identifying and quantifying such intervention than for other
forms of aid, because by their very nature they are Lless
transparent. In order to avoid any unwarranted discrimination
with respect to the different treatment of aids in these
areas, additional work as to identifying and quantifying such

aid will have to be done.

steel and shipbuilding sectors and in individual rescue cases.
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1V Specific problems

Research and Development (R & D)

11.1.

11.2.

11.3.

R & D schemes

The figures include only extra—-mural Government funding of R&D
programmes for nationalised or private enterprises and they
are clessified under A1A1O. In view of the global nature of
the sources used, it has not always been possible to exclude
certain elements of public procurement from extra-mural
expenditure (eg. ‘R&D contracts). Because only direct funding
of R&D has been included it is considered that the figures for
R&D have been underestimated (R&D contracts and Public
Research (see 11.2 and 11.3 below) have been omitted because
of the inability to quantify the aid element in such

interventions).

R&D contracts

Figures for research and development contracts have not been
included in the figures given in the main text (since the aid
element is often urquantifiable at this stage). Furthermore,
the sources do not permit research and development contracts
intended specifically for military purposes to be isolated nor
for the 1impact on the market of such contracts to be
11
evaluated .

Public Research

No figures are given for any aid element contained in the
intra-mural funding of Government or public research

establishments or research carried out by institutes of higher

11

Accelerated depreciation for R&D equipment has not been considered

as an aid.

See Community framework for Research and Development Aids, 0J C 83
of 11.4.1956, point 9.7.
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education. This omission may be important for certain sectors

where state or semi-state bodies carry out large scale R+D

that may have commercial repercussions12.

11.4. Nuclear energy

Member States provide aid to the nuclear energy sector
through the intermediary of their public undertakings or
through the intermediary of R+D financing (mainly in the form
of R+D contracts and public research). Only some of this
direct financing could be included in the figures for
R&D (2.1.1.).

The figures on nuclear energy have been underestimated, since
the R&D figures exclude R&D contracts and public research, the

aid element of such measures being difficult to quantify.

Transport figures are higher in Luxemburg relative to other Member
States. This appears to be due in the main to particularly high

payments for pensions of former railways employees. No further

Specific problems concerning agriculture and fisheries

A distinction is to be made between aid paid as a result of
Community legislation and other types of state aid. At present the
figures relating to agriculture and fisheries aid in this report
group such aids together since it 1is not possible to split the
figures according to type. For this reason these figures are not
directly comparable with those in the rest of the report.

For agriculture and fisheries social security measures applicable
to the entire sector are excluded.

For fisheries, Loans and guarantees are not included.

12. Transport in Luxembourg
details are available.

13.

12

See Community framework for Research and Development Aids op.cit

point. 9.1.
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In addition, for agriculture, the following measures which were
included 1in figures suhmitted hy UMemher States have now been
excluded: research, enclosure of land, income-tax reductions,
social security and investment aids which are part of regional
schemes.

Due to lack nf more detaileﬂ information, the aid element contained
in soft loans for Belgium and France had to he estimated globally.
In addition, the figures for agriculture for France, Belgium and
the United Kingrdom include nart of the Community expenditure under
directives 15%9/72 and 268/75. Mo “reakdown as bYetween national and
Community funded exnenditure was available.

Therefare the finures for agricultural ajds for these countries are
arohahly overestimated.

The figures for Germany contain VAT compensation from 1984 anwards
(1984: 711 MECU; 1935: 1147 MECU; 1986: 1202 MECU) .

Tourism and Aqrifoodstuff industries

Due to a lack of information on these two sectors it is probable

that the data included in the study are incomnlete.
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B. Statistical Annex

Notes on tables

The sources and methodology for the tables given in
these annexes are explained in the technical annex.

The figures were collected in national currency and
convertad into ECU using the annual average exchange rate
published by the Community’'s Statistical office.

The figures on GDP are extracted from EUROSTAT review
and are GDP at market prices and current exchange rate.

The figures on gross value added used in the various
ratios are extracted from Eurostat review and are Gross
value added at current market prices and at current
exchange rates by branch (agricultural, forestry and
fishery products, manufactured products).

Annex | attempts to isolate aids to the manufacturing
sector. In principle, it excludes agriculture,
fisheriss, services, transport and energy.

Some aids to the service sector may be included in
industry and regional aid or aids having horizontal
objectives. However it is considered that such aids are
of minor importance at the global level and do not by
their inclusion change the results in any significant
way .

Public expenditure (Annex |) is defined as current and
capital expenditure. The figures for 1986 have been
extrapolated from 1985.

Civilian emplioyment is retained to caiculate the various
ratios by person emplioyed.

The heading "2.2.5 other sectors" is divided in 3 sub-
headings "other sectors in crisis and individual rescue
operations”, “other sectors in growth", and "other
sectors™.

Other sectors in crisis and individual rescue operations
include schemes to fund crisis sectors such as textiles
and for individual rescue operation such as British
Leyland.

Certain figures have been extrapolated from 1985 to 1986
when no figures were available. Certains tax concessions
remain incalculable. When no other information was
provided by the Member State to calculate the aid
element, 30% of the gross intervention has been taken as
a proxy of the aid element. These proxies were only made
in a few cases and have no significant impact on the
resuits.
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Total aid element as % of total GDP
Total aid element per person employed

Industry and regional total aid element as % of gross

value added in industry

Agriculture and fisheries total aid element as % of

gross value added in these two sectors

Total aid element as % of public expenditure
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ANNEX |
A. TOTAL AID ELEMENT AS % OF TOTAL GDP AT MARKET PRICES
1981 1982 1983 1984 1985 1986  Average

Belgium 4,53 4.24 4.35 4.11 4,23 3.42 4.11
Denmark 1.69 1.76 1.6t 1.25 1.08 0.89 1.33
Germany 2.52 2.58 2.48 2.54 2.56 2.48 2.53
Greece 2.08 1.92 2.23 2.48 2.86 3.20 2.48
France 2.83 2.73 2.8 2.80 2.78 2.17 2.68
Ireland 5.66 5.22 5.58 4.70 5.78 5.14 5.33
ftaly 4.41 5.56 6.57 5.92 5.58 5.63 5.66
Luxemburg 6.92 4.71 7.48 5.13 8.12 3.94 5.99
Nether lands 1.54 1.58 1.45 1.58 1.37 1.27 1.46

UK 2.00 1.98 1.86 2.31 1.45 1.26 1.79

B. TOTAL AID ELEMENT PER PERSON EMPLOYED IN ECU

1981 1982 1983 1984 1985 1986 Average

Belgium 1080 1030 1112 1126 1245 1084 1113
Denmark 346 405 405 345 324 293 353
Germany 603 689 738 803 843 895 761
Greece 196 216 248 301 348 359 278
France 698 725 799 848 918 764 792
Ireland 820 894 1033 969 1324 1204 1036
ltaly 802 1127 1611 1513 1514 1670 1357
Luxemburg 1489 1072 1811 1397 2385 1225 1562
Nether lands 387 444 443 506 445 441 444

UK 383 414 407 527 359 289 396



C. INDUSTRY AND REGIONAL TOTAL AID ELEMENT AS % OF GROSS VALUE ADDED
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IN

INDUSTRY

1981 1982 1983 1984 1985 1986  Average
Belgium 8.02 7.40 6.7 5.72 7.857 3.83 6.44
Denmark 4,51 4.62 3.80 2.27 2.03 1.18 2.85
Germany 3.06 3.22 2.96 3.26 3.11 2.67 3.03
Greece 9.95 9.61 11.30 13.00 15.30 17.65 12.93
France 4,87 4.25 5.31 5.44 5.82 3.79 4.93
lreland 11.41 10.74 15.01 12,20 15.08 12.39 12.91
ltaly 11.89 15.21 20.68 18.19 16.57 16.81 16.72
Luxemburg 7.12 2.77 11.7M 5.07 15.45 1.61 7.28
Netherlands 4.77 4.77 3.94 4.77 3.61 3.35 4.15
UK 5.24 4.53 . 3.83 3.92 3.13 2.56 3.81
D. AGRICULTURE AND FISHERIES TOTAL A!D ELEMENT AS ¥ OF GROSS VALUE ADDED

IN THESE TWO SECTORS

1981 1982 1983 1984 1985 1986  Average
Belgium 8.97 8.21 6.16 7.04 7.07 7.13 7.35
Denmark 10.65 8.52 10.08 7.11 6.47 6.15 7.95
Germany 6.50 5.42 6.19 11.00 15.96 14.44 9.85
Greece 0.11 0.07 0.05 0.04 0.05 0.12 0.07
France i4.91 15.34 13.79 ©.49 10.11 10.40 12.11
ireland 20.37 18.16 1t1.22 9.39 12.08 11.75 13.20
Italy 5,11 8.81 6.75 ©.47 8.80 11.24 8.60
Luxemburg 47.98 11.33 10.92 9.38 8.58 6.30 12.03
Netherlands 7.37 7.41 7.39 7.39 7.46 6.52 7.24
UK 12.80 12.76 15.76 15.40 14.22 13.24 14.07
E. TOTAL AID ELEMENT AS ¥ OF PUBLI!IC EXPENDITURE

1981 1982 1983 1984 1985 1986  Average
Beligium 10.58 9.88 10.19 9.75 10.41 8.80 9.91
Denmark 4.09 4.10 3.62 2.87 2.61 2.26 3.16
Germany 9.72 9.89 9.82 10.19 10.41 10.37 10.08
Graece
France 12,15 11.26 11.43 11.18 11.35 9.03 10.95
lrsland 12.95 11.35 12.05 10.55 12.89 11.39 11.81
ltaty 13.80 15.10 17.58 15.89 14.31 14.09 15.09
Luxemburg 21.84 15.54 23.34 17.66 25.28 11.17 18.80
Netherlands 4.45 4.34 4.00 4.46 3.91 3.63 4.12
uK 5.81 5,87 5.53 6.79 4.36 3.75 5.27
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Total aid element by aid form from 1981 to 1986

1) Belgium - Denmark
2) Germany - Greece
3) fFrance - Ireland
4) Italy = Luxemburg
5) Netherlands -~ United-Kingdom

in MECU



BELCIUN

in  MECU
Fesources type 1981 1982 1983 1984 1983 1986
Ah 4919 4734 0.3 613.6 914.2 400.5
7.0 ‘6.1 5.4 44.2 27 345
BA 619.9 526.4 360.5 229.5 467.6 £9.9
N 0.0 0.9 0.0 0.0 0.0 0.0
A 92.3 149.1 182.4 185.0 128.5 110.7
c1 0.0 0.0 0.0 2.0 0.0 8.0
(24 a.0 0.0 a.0 0.0 0.0 0.0
C2 0.0 a.0 6.0 0.0 8.0 0.0
DA 226.6 226.0 186.3 115.9 141.2 96.3
0 0.0 0.0 0.0 0.0 0.0
TOTAL AID ELERENT i 1446.7 1390.0 1335.9 12181 1678.4 911.%
TOTAL BUDGETARY AID ELEMENT w 1439.8 139 1310.6 1740 1851.5 877.3
107AL FISCAL AID ELEHENT &3] 1.0 16,1 25.4 4.2 7.1 345
1 (21/7¢1) 100% k22 981 962 98% 962
LI 7 0 13 i3 41 n [}
AAs(1) k11 K13 45Y 551 54% (113
AR/ 01y 01 12 n 111 2 4
Biasen A3 18 m 1443 282 81
Crasny 6 N 121 131 ey 12%
C2arty 0 0% 0 n 01 111
Di&/i1} 163 139 14% 102 81 1133
100 1002 100 100% 100% 1002

(1) Total eid elesent contained in all interventions : AAsA2A+BIA+CIASC2ADIA
(23 Aid element of interventions having a budgetary impact : ALA*BIAYCIA+DIA
1) Aid element contained in fiscal incentives : A2A+C28

Average

625.7
25.7

167.0
0.0

1330.2
1304.5
2.7

98

in

28%
10%

13

1002

LERMEIK

¥essurces type 1981
13 4.8
[ 0.0
26.0
EMES
N 0.0
P 12.9
¢ 0.0
Cut 0.0
€z 0.0
: 2.5
Dk
by 0.0
L AID ELENENT () 3.3
TOTAL BUDGETARY AID ELENENT (2) ns
TZIAL FISCAL AID ELERENT [$] 0.0
X (/M 100
1 & 31/tn 0z
LXYARR! 30%
K24/11) i3
BlAs(1Y n
Cazn 568
[ YARR] 0%
JAFYARD] 63
100%

1962

128.0
0.0

11.0
0.0

4271

4271

0.0

1002
o

30
o

n
ot
n

100t

19683

137.4
0.0

8.6
8.0

397.6

391.6

0.9

1002
[

100t

in MECU

1984

136.3
0.0

0.0
0.0

16.9
0.0

8.0

8.7
0.0

261.8

261.8

0.9

1002
01

52%
1)
0L

451
o
k24

1001

i : 1A+C1A+C2A+D1A
(11 Total aid element contained in all interventions : ATA+A2A+R
(2} Aid element of interventions having a budgetary impact : AlA+B1A+C1A+DIA

{21 Aid element contained in fiscal incentives : AZA+C2A

250.8

258.8

0.0

100%
[}

¥

e

4

1541

1002

m

21
313

n

‘00t

Average

135.6
0.0

10.1
0.0

314.8

3149

1002

- G)EZ -
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fHANCE

Resources type 198
AtA 880.8
Al2 118.6
B1A 1547.0
B 0.8
Cig 2916.8
4 0.0
€28 461.1
2 8.0
bin K27
01 0.0
TOTAL AID ELERENT 4] 6137.9
TUTAL BUDGETARY AID ELERERT (2} 5557.4
TOTAL FISCAL AID ELEHERT &3] 579.7
LY 21111} kik}
Ny /7t 123
AtA/ (1) Hx
AIN/(Y) 113
Basaz 5%
Cia/tn 482
L2/ 13
DA/t k24
100X

1982

1od.9
130.4

nrs
6.0

5706.9

§134.7

5121

0%
10%

183
LREaN
PO}

9

W3
a2
5.0

1331
2.0

1391.9

6:°4.9

§3'.0

88
b3

m
1
m
381
[}
3]

1002

1984

19318
176.%

20446

ing.7
.0
hisg
]
103.0

8119.4
7298.1
8213

n
101

4y
5%
i
40%
51
17

1002

(1) Total aid elewent contained in all interventions : AtA+A2ABIASCIACZASDIA

(2) hid elesent of interventions having a budgetary impact : AiA¢BIA-CIA+DIA
(3) hid elesent contained in fiscal incentives : AZA+C2A

1986 Average

in MECU
1985

1965.1 1467.3
547 326.2
1567.5 135.3
0.0 0.0
2653.8 1813.8
0.0 0.0
3.2 550.6
0.0 8.0
948 867.4
0.0 0.0
9348.9  5760.5
9501.0  4083.8
761.9 876.9
21 852
8% 15¢
nt 25%
1 @
182 13
w e
5% 10
i 151
100% 100%

1438,
278.

1924,
0.

2102,

47,

363,

7078,

6328.

9

RS

o -

o wm e w

-

.8

:323
"y

20X

261
38
n
14

1002

IRELAND

Resources type

AlA
A2

B1A
B

DA
D1

TOTAL AID ELEXENT m

TOTAL BUDGETARY AID ELENENT (2)

TOTAL FISCAL AID ELENENT %3]

jLIR Qim
jLB 31a

ATA/(T)
R/
BLA/I1)
Cin
C2A/(
DIA/(T)

(1) Total aid elesent contained in all interventions :
(2) Aid elewent of interventions having a budgetary impact : AlA+B1A+C1A+DIA
(3) Aid element contained in fiscal incentives :

1981

258.0
153.4

4.9
0.0

493.2

319.8

153.4

69
n

AZA+C2A

1982

320.8
139.2

§31.1
6.0

o oo o
o o o o

o o

539.8

400.4

139.2

T4y
26

592
263
0%
24
[1}3
12
100%

1983

300.1
1.0

LT
0.0

9.0
0.0

804.8

383.8

1.0

B
bry]

n
b1

[}
113

1001

1984

7.4
261.3

130.3
0.0

20.9
6.0
0.0
0.0

12.0
0.0

691.8

430.4

261.3

62%
in

I8
38
n
i
0

100%

A1A+A24+BTACIA+C2AD1A

1985

287.8
591.4

15.0
6.0

15.4
0.0

930.4

119.0

5914

k133
(133

m
[}

n
29

1002

1986 Ave

252.4
515.3

o o e w
o ocon

805,

o

290.7

$15.

~

36
64

I
643

1
123
139
1001

I

rage

w -
W73

-
w o e uw

.9

EE
i

n
N
81
Fi
N
1
a0y




TTALY
Resources type 1981 1982
ALk 7367.3 9295.4
At2 16.0 1223.0
BlA 2253.0 1369.7
B! 0.0 0.0
Cia 304.0 395.8
8] 0.¢ 0.0
(93} 0.0 0.0
jord 0.0 0.0
D4 0.0 0.0
N 0.0 0.0
TOTAL ATD ELEMENT () 10000.3  14243.0
TOTAL BUDGETARY AID ELEMENT (2} 9924.3  13020.0
TOTAL FISCAL AID ELERENT (3) 76.0 1223.0
163 [#37480) 1219 9L
IR [&PTARY) 3 9
LAEYARY] T 65%
LYZ VAR % 9
Bia/(n) 113 Y
Cra/tn) j13 3
C24/(1) 128 0
Dtastn) 13 114
1002 100t

1983

134134
2638.0

5247.4
6.0

433.4
0.0
6.0
0.0

0.0
0.0

PARLY R

191141

2638.0

881
12

Y13
12t
U4
n
0
114

100

1984

12912.2
2884.0

4105.3

20401.0

17517.0

2804.0

861
142

[X13
1y
20%

113
0

1002

(1} Total aid element contained in all interventions : A1A+A2AcB1AsCI1A+C2A+DIA
(27 Aid elesent of interventions having a budgetary impact : AIA+BIA*CIA+DIA

{31 Aid element contained in fiscal incentives : AZh+C2A

in
TH

133Ca 2
23622

3062.0
[

193757
17013,

2363.1

MECU

1986  Average

17968.0
2992.1

976.8
0.0

855.7
0.0
0.0
0.0

0.0
0.0

2193.2

19800.5

1992.7

m
131

9%
138
L13
A%
13
o

1001

12370.1
2029.5

3tn.2
0.0

0.0
0.0

180%4. 4

16064.9

2029.5

m
1

68
H
181
i
0
o

100t

LUKENBOURG .
in MECU

Resources type 1981 T982 1983 1984 1985

ATA 59.3 2.5 123.5 543 4.0 16.8
A2A 2.2 2.2 2.1 4.8 4.5

B1A 3.0 2.0 1.4 0.4 181.1 0.7
B! 0.0 2.0 0.0 0.0 0.0 0.0
Cih 3.7 i 3.8 3.9 [N 4.4
4] 0.¢ 9.0 0.0 0.0 0.0 0.0
CA 0.¢ 2.9 0.0 0.0 0.0 0.0
2 0.0 6.3 0.0 0.0 0.0 0.0
1A 0.0 0.0 0.0 6.0 0.0 0.0
n 0.0 5.0 6.0 0.9 0.0 0.0
TOTAL AID ELENENT m 68.2 7.8 1314 63.5 4.2 25.5
TOTAL BUDGETARY AID ELENERT (2) 66.0 25.4 128.7 58.6 209.8 219
TOTAL FISCAL AID ELENENT 3 2.2 2.2 2.7 [ ] 4.5 7
me irm m m 982 b243 981 133
me X744 n 2 n 1 n 142
AA/(1) 87 1314 941 861 1" 662
A/ N " n :18 2 14y
B1A/(1) £ 0 1 1" 852 n
Cia/t1) F1 nm 3 6 23 m
v/ 0l n 0% 0 ot 1
DIA/LT) 01 n 0% 111 0 11

1002 100y 1002 1002 100t 100

(1) Total aid elesent contained in all interventions : ATA*A2A+BIAC1A<CZA*DIA
€2) Aid element of interventions having a budgetary impact : ATA+BIAsC1A+DIA
(3) Aid element contained in fiscal incentives : A2A+C2A

1986  Average

28.4

85.1

3.3

f6.2%
e

56.6%
3.8
BN
4.4%
0.0%
6.0t

100.0%



NETHERLANDS

Resources type

A
2

Bk
Bl

Cla

2

o

D14
]

T0TAL AID ELENENT m
TOTAL BUDGETARY AID ELERENT (D)
T0TAL FISCAL AID ELEKERT (3]

Wy thrm
N [&37480]

ATAZC1)
A2A/ (1)
BIA/(1}
MIVARE]
Cza/i1)
DA/ (1)

(1) Total sid element contained in all interventions :

1981

540.6
243.9

0.0
0.0

990.0

746.2

43,9

75
Fi)s

55%
P33
8
101
11
0x

1801

1982

4835
2453

0.0
0.0

112.5

B867.2

245.3

8
m

£11
23
113
n
0
0

100%

1982

398.3
2018

9.0
2.0

976.2

4.7

0.5

™
1

(1}
21
0
1682
0
3

1001

1984

136.9
3163

0.0
0.0

229.4
0.0
0.0
0.0

0.8
6.0

1283.4

967.1

6.3

751
i3

sn
i
n
18
0
o1

1002

AIAAZA+BYASCTA+C2A+D1A

(2) Aid elesent of interventions having a budgetary impact : A1A-STACiA+D1A

(3) Aid elesent contained in fiscal incentives :

A2h024

in MECU
1985 1986
730 587.8
253.% 138.3
0.0 0.0
a.¢ 6.0
£7.1 79.3
0.0 0.0
0.0 6.0
0.0 0.0
0.4 0.8
0.0 0.0
1052.5 1005.3
798.6 667.0
2519 338.3

76% 661

241 34y

(329 581

P11 121

0 0

6% 8

0t 0

02 01

1002 100

Average

648,
2%6.5

= ~

©
o e o~

1078.9

803.4

6.

o

1008

UKITED KINGDOR

Resgurces tyne 198%
At 3749.2
A2 8.5
J:2F 1621.2
B 0.0
CiA 223.5
Cy .0
w1} ) 3.6
€2 0.0
ma
0
TOTAL AID ELEKENT ) 5664.0
TOTAL BUDGETARY AID ELEN:XT (2} 5693.8
TOTAL FISCAL AID ELEMER; (&3] 70.2
LIRS (e 991
Ik ¢ (337¢3 1
AA/s(1) 661
A1) n
BiA/(1) M
izt 4
C2A/(1) 1"
DiA/E1) 02
1002

1982

3555.8
84,4

1402.3
0.0

171.5

3s.8
0.0

19.13
0.0

5250.0
§148.8
101.2

982

32

113

m

I

1

[1}4

100t

1983

2970.4
n.z

829.0
0.0

522.6

15.3
0.0

85.4

4464.5

4377.4

87.1

902
n

671
9
n
[n3
1

1001

1984

e
85.7

4794.6

4623.0

m.7

963
4

(1) Total aid element contained in all interventions : ATA+AZABIA+CIA+CZADIA

(2) Aid element of interventions having a budgetary impact ; AlABIA+CIA+DIA

(3) Aid element contained in fiscal incentives ; AZA+C2A

in MEQU
1983 1986 Average
2930.3 1793 nad
2.0 938 6.0
944.0 0.0 98e.1 :
0.0 0.0 0.0
103.6 2835 264.3
0.0 0.0 0.0
¥e.r 1280 7.9
0.0 0.0 0.0 Eé
8.3 4ra 6.7 \
0.0 0.0
2009 BILT 4321
046 099 432
WA NN 1490
941 93t m
6 n n
T 831 691
n n a
m 0 m
n 9 Py
n a n
n i i

1002 1002 100t
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SUMMARY TABLE

Total aid element by objectives/sectors and by form.

Average 81-86

in MECU



BELGIUM

Sectors/Functions

1.1. Agriculture

2.1, i;;;;;;;;services : Horizontal objectives
2.1.1 Tnnovation, 0.

2.1.2 Environment

2.1.3 8.K.E

2.1.4 Trade /Export

2.1.5 Economisation of energy

2.1.6 General investment

2.1.7 Combat unemployment

2.1.8 Training aid

2.1.9 Other objectives

2.2. Industry/services : Particular sectors
22 stel

2.2.2 shipbuilding

2.2.3 Transport

2.2.3 of which Regs 1191 and 1192769

2.2.4.1 Coal : Aid to current production
2.2.4.2 Coal : Other aids

2.2.5.1 Other crisis sectors (incl.rescue aids)

2.2.5.2 Other sectors (growth)

2.2.5.3 Other sectors

3. Regional aids

1.1. Regions under 92(3)a

3.2. Other regions

T0TAL (1-3)

-2 -

in HECU

(A1A+A2)
163.8

2.1

325.0
1045
0.0

115.3
9.7

4.9

0.0
0.0

0.0

1285.5
957.0
228.3

875.2

0.0

4.5

151.2
0.0

151.2

3206.4

(B14)

0.0

0.0

103.7

0.0

0.0

0.0

0.0

0.0

0.0

0.0

102.0

3n.g

272.0

0.0

0.0

0.0

3.3

0.0

0.0

0.0

0.0

0.0

475.6

AVERAGE 81-86

(C1A+C2A)

0.0

0.0

82.1

7.0

0.0

0.0

63.3

2.2

9.6

0.0

0.0

0.0

50.7

1.3

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

132.8

(D1A}

0.0

0.0

59.4

0.0

0.0

0.0

0.0

0.0

0.0

76.8

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

167.0

total

163.8

2.1

570.2

113.2

0.0

115.3

7.0

135.6

0.0

0.0

102.0

3063.7

420.2

1382.2

1053.7

228.3

875.2

0.0

4.5

182.0

0.0

182.0

3981.8

% of total
A%
0x

14%
)3
0%
k14
il
0%
32
0%
0%

L}

m
m
n
35
263
6%
¥}
2%
0x

0%

5%

0%

5%

100%



DENNARK
18/10/88

Sectors/Functions

1.1, Agriculture

1.

3

A

—

—

—_

—

r~

. Industry/services

wn

: Horizontal objectives

1 Innovation, R&D

.2 Environsent

.3 S.MLE

.4 Trade /Export

.5 Economisation of energy
.6 General investment

.7 Combat uneeployment

.8 Training aid

.9 Other objectives

. Particular sectors

ra

shipbuilding

28]

Transport

[N

of which Regs 1191 and 1192/49

.1 Coal : Aid to current production

>

.2 Coal : Other aids

>

.1 Other crisis sectors (incl.rescue aids)

o

.2 Other sectors (growth)

wn

.3 Other sectors

. Regional aids

3.1. Regions under 92(3)a

3.2. Other regions

TOTAL (1-3}

_33..

in HECU

(ATA+A24)

258.5

0.0

0.0

0.0

305.6

0.0

0.0

303.8

241.5

0.0

0.0

6.5

0.0

6.5

708.2

{B1})

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

4.3

4.3

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

4.3

AVERAGE 81-86

(C1A+C24)  (D1A) total % of total
0.0 0.0 256.5 9%
0.0 0.0 12.5 1

36.9 4.0 168.0 17
6.0 0.0 15.2 8
0.0 0.0 5.8 1t
2.3 0.0 2.3 0%

21.4 0.0 52.0 6
1.2 0.0 8.7 3
6.0 4.0 4.0 1)1
0.0 0.0 0.0 0%
0.0 0.0 0.0 (11
0.0 0.0 0.0 1) 4

122.8 6.2 438.9 9
0.0 2.3 6.7 1x
122.0 3.8 125.9 142
0.0 0.0 303.8 343
0.0 0.0 41.5 7%
0.0 0.0 0.0 111
0.0 0.0 0.0 0%
0.0 0.0 0.0 0%
0.0 0.0 0.0 0%
0.7 0.0 2.6 0%
5.1 0.0 1.6 1%
0.0 0.0 0.0 0%
5.1 0.0 1.6 1%
164.8 10.1 887.5 100%



GERMANY
18/10/88

Sectors/Functions

1.1. Agriculture

1.

2.

1

-

—

o

~~

~a

~

ra

~

e

~

~

2.

.2

. Industry/services : Horizontal objectives

.1.1 Innovation, R&D

.2 Environment

.3 S.H.E

.4 Trade /Export

.5 Economisation of energy
.6 General investeent

.7 Combat unemployment

.8 Training aid

.9 Other objectives

. Industry/services : Particular sectors
tstel

.2 shipbuiiding

.3 Transport

.3 of which Regs 1191 and 1192/69

.4.1 Coal ; Aid to current production

.4.2 Coal : Other aids

.5.1 Other crisis secters (incl.rescue aids)

5.2 Other sectors (qrowth)

.5.3 Other sectors

3. Regional aids

3.1, Berlin

3.2.1 other regions under 92(2)c

3.2.2 Other regions

_34_
in HECU

(A1A+A2R)

1401.5

8.0

1956.2

1365.8

349

258.2

99.0

168.0

11660.3

343.0

105.3

5930.8

3552.0

1905.7

3096.9

156.8

122.0

3116.9

258311

216.7

369.0

(B14)

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

AVERAGE 81-86

(C1A+C2R)

0.0

0.0

455.2

51.1

209.5

0.0

0.0

0.0

0.0

89.8

0.0

0.0

0.0

0.0

0.0

13.0

330.5

101.2

202.0

21.2

(D14)

0.0

0.0

63.2

0.0

0.4

9.7

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

total

1401.5

18.0

2474,

1383.8

85.6

471.5

99.0

168.0

98.2

0.0

0.0

162.6

nma.a

370.5

176.2

5930.8

3552.0

1905.7

3096.9

0.0

156.8

134.9

3447.4

2632.4

418.8

396.3

% of total

n

0%

13%

n

0z

2

62%

P

11

3

192

10%

16%

{114

13

18%

143

2%

21



GREECE

18/

Sec

1.2

2.1

2.1

~

~
—_

~
-

~)
—

o

~

~

N

LX)
~

N
ro

ra
~

~
~

ro
[t

¥
~

o
~

)
~

~
~

10/88

tors/Functions

. Agriculture

. i;;;;;;;;services : Horizontal obje
1 Tnnovation, B0

.2 Environsent

.3 S.M.E

.4 Trade /Export

.5 Economisation of energy

.6 General investment

.7 Combat unemployment

.8 Training aid

.9 Other objectives

. Industry/services : Particular sect

.1 Steel

.2 Shipbuilding

.2.3 Transport

.3 of which Regs 1191 and 1192/69
.4.1 Coal : Aid to current production
.4.2 Coal : Other aids

.5.1 Other ¢risis sectors (incl.rescu
.5.2 Other sectors (grouth)

.5.3 Other sectors

3. Regional aids

3

3.2

. Regions under 92(3)a

. Other regions

TOTAL (1-3)

in MECY

(ATA+A2R)

0.0

44

504.7

56.0

0.0

34.0

414.6

0.0

0.0

6.0

0.0

0.0

264.6

0.0

0.1

121.2

i.8

6.0

0.0

0.0

137.3

171.2

171.2

0.0

944.9

_35_

(B14)
0.0
0.0
0.3
0.3
0.0
0.0
0.0
0.9
0.0
0.0
0.0

0.0

0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0

0.0

0.0
0.0

0.0

0.3

AVERAGE 81-86

(C1A+C2A)

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

4.1

0.0

4.1

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

6.0

0.0

4.1

(Ma)

0.0

0.0

39.7

0.0

0.0

0.0

39.7

0.0

0.0

6.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

total
0.0
I

544.8

454, 4

0.0

0.0

0.0

0.0

0.0

268.7

0.0

4.3

127.2

4.8

0.0

0.0

0.0

0.0

137.3

1.2

1m.z2

0.0

989.1

% of total

01

0%

551

63

(113

32

46%

0%

113

0

0%

1)1

N

(1)1

02

131

03

01

0

01

0%

142

mn

in

0%

1002



FRANCE

1

1/10/84

Sectors/Functions

—

N

~

X3

~

~

~

~

~

~

¥}

r

~

253

N

r~

o

~r

]

]

3

3

3

.1. Agriculture

. i;é;;;;;;services : Horiz
1.1 Innovation, BED

.1.2 Environment

1.3 S.KE

.1.4 Trade /Export

.1.5 Economisation of enerqy
.1.6 General investment

.1.7 Combat unemployment

1.8 Training aid

.1.9 Other ohjectives

.2. Industry/services : Parti
2rstel

.2.2 Shipbuilding

.2.3 Transport

.2.3 of which Regs 1191 and 1
.2.4.1 Coal : Aid to current
.2.4.2 Coal : Other aids
.2.5.1 Other crisis sectors (

.2.5.2 Other sectors (growth)

.2.5.3 Other sectors

. Regional aids

.1. Regions under 92(3)a

.2. Other pegions

TOTAL (1-3)

in HECY

(A1A+A24)

2205.7
446
465.9
219.6

4.8

7562.4
1.7
417.4
4407.9
2780.5
530.3
1785.5

303.3

380.4
114.8

265.6

10658.8

(B14)

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

1824.4

1511.5

0.0

0.0

0.0

0.0

0.0

312.9

0.0

0.0

0.0

6.0

0.0

1824.4

36 -

AVERAGE 81-86

(C1A+C24)

664.7

0.0

2565.7

1.0

0.0

0.9

1777.8

0.0

786.1

0.0

0.0

0.0

6071

0.0

0.0

0.0

0.0

0.0

0.0

254.0

263.5

3.0

0.0

3.0

3840.6

(D14)

0.0

0.0

363.4

0.0

0.0

288.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

363.4

total

2870.3

44,6

3394.9

220.5

4.8

1.7

9993.9

1513.2

507.1

4407.9

2780.5

530.3

1755.5

616.2

318.4

345.4

383.4

114.8

268.6

166871

% of total

17%

0

20%

1}4

1)1

132

1}

6%

02

0%

02

602

9%

3

26%

imn

3

1A}

4

2%

%

2%

2

1003



- 37 -

IRELAND
18/10/88

Sectors/Functions

1.1. Agriculture

1.2. Fisheries

2.1, i;é;;;;;;services : Horizontal objectives
2.1.1 Innovation, R&D

2.1.2 Environment

2.1.3 S.H.E

2.1.4 Trade /Export

2.1.5 Economisation of energy

2.1.6 General investment

2.1.7 Combat unemployament

2.1.4 Traiaing aid

2.1.9 0ther objectives

(]
o

. Industry/services : Particular sectors
2.2.2 Shipbuilding

2.2.3 Transport

2.2.3 of which Regs 1191 and 1192/69

2.2.4.1 Coal : Aid to current production
2.2.4.2 Coal : Other aids

2.2.5.1 Other crisis sectors (incl.rescue aids)
2.2.5.2 Other sectors (qrouth)

.2.5.3 Other sectors

ro

3. Regional aids

3.1. Regions under 92(3)s

3.2. Other regions

TOTAL (1-3)

(ATA+A2A)

258.5

220.4

140.9

65.5

67.3

171.9

1m.9

1048.7

(B14)

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

24.0

0.0

2.4

2.4

0.0

AVERAGE 81-86

(C1A+C24)

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

16.9

0.0

0.0

0.0

0.0

0.0

(D14)

0.0

0.0

6.8

0.0

0.0

4.8

2.0

0.0

0.0

0.0

0.0

0.0

1.4

0.5

0.0

0.0

0.0

0.0

0.0

0.4

0.0

0.4

0.9

9.9

in mio ECU

total % of total
258.5 2.71%
20.3 1.82

384.4 33.82

9.8 0.9%
0.0 0.0%
13.7 .
360.7 3.7
0.2 0.0%
0.0 0.0%
0.0 0.0%
0.0 0.0%
0.0 0.0
297.1 26.2%
30.7 .1
4.8 0.4
140.9 12.4%
65.5 5.81
0.0 0.0
0.0 0.0%
42.8 3.8%
0.0 0.0%
78.0 6.9%
176.0 15.5%
176.0 15.5%
0.0 0.0%

1136.3 100.0%



ITALY

20/

10/88

Sectors/Functions

2.1

~
—

~
-

~
—

~
—

~
—

~
—

~o
—

~o
~

~
~

2.2

2.2.

2.2,

. Agriculture

. Industry/services : Horizontal objectives

.1.1 Innovation, R&D

.2 Environaent

.3 S.MLE.

.4 Trade/Export

.5 Economisation of energy
.6 General investment

.7 Combat unemployment

.8 Training aid

.9 Other objectives

. Industry/services : Particular sectors
.1 Steel
.2 Shipbuilding

.3 Transport

.4.1 Coal : Aid to current production

.4.2 Coal : Other aids

.5.1 Other sectors in crisis (incl.rescue aids)

5.2 Other sectors in growth

5.3 Other sectors

3. Regional aids

3.1

3.2

. Mezzogiorno

. Other regions

TOTAL (1-3)

- 38 -

in KECU

(A1A+AZA)

1861.5

89.9

8466.3

732.6

0.0

569.6

1128.3

100.7

1103.9

0.0

0.0

4831.3

8086.2

217.3

109.6

6494.2

2351.7

0.0

0.0

154.2

401.8

649.1

5814.1

4450.8

1363.3

243181

(B1A)

0.0

0.0

299.0

0.0

0.0

146.8

152.2

0.0

0.0

0.0

0.0

0.0

2831.7

1351.8

0.0

0.0

0.0

0.0

780.2

596.3

9.9

1.4

2.5

3146.6

(C1A+C24)

0.0

0.0

177.8

0.0

0.0

0.0

0.0

130.2

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

231.3

(D14)

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

10.2

total % of total

1861.5

89.9

8943.2

132.6

0.0

716.4

11281

100.7

12341

0.0

0.0

4831.3

10956. 4

1629.2

236.7

6494.2

2381.7

0.0

0.0

934.4

416.4

1245.4

5855.2

4458.2

1397.0

27706.2

n

0%

o

3

02

K}

5%

0%

73

0%

0%

in

403

6%

231

82

0%

0%

3%

2%

4%

2%

16%

5%

1002




LUXENBOURG

18/10/88

Sectors/Functions

1.1. Agriculture

1.

2.

1

)

~

~

~

~

~

~

~

2

.2

. ;;é&;;;;;services : Horizontal objectives
1 Inovation, 2D

.2 Environgent

.3 8ALE

.4 Trade /Export

.5 Economisation of energy

.6 General investament

.7 Combat unemploysent

.8 Training aid

.9 Other objectives

. Industry/services : Particular sectors

.2 Shipbuilding

.3 Transport

.1 of which Regs 1191 and 1192/69

.4.1 Coal : Aid to current production

4.2 Coal : Other aids

.5.1 Cther crisis sectors (incl.rescue aids)
.5.2 Other sectors (growth)

.5.3 Other sectors

3. Regional aids

3.1. Regions under 92(3)a

3.2. Other regions

TOTAL (1-)

(A1A+A2R)

21

175.

37,

138.

89.

213,

.2

.._39_

(B14)
0.5
0.0
0.6
0.0
0.0
0.0
0.0
0.0
0.6
0.0
0.0

0.0

0.0
0.0
0.0
6.0
0.0
0.0

0.0

0.0
0.0

0.0

AVERAGE 81-86

(C1A+C2A)
0.0
0.0

3.8
0.1
0.0
2.6
0.8
0.0
0.4
0.0
0.0

0.0

0.0
6.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0

0.0

0.1
0.0

0.1

3.9

(B14)

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

6.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

6.0

in MECU

total % of total

21.7

0.0

8.7

0.5

0.0

31

0.8

0.0

4.3

0.0

0.0

0.0

206.3

0.0

138.6

0.0

0.0

0.0

0.0

0.0

248.7

7%

02

in

113

0%

1%

02

(1)1

y2)

124

01

02

832

¥z

0y

36%

36

(111

ox

0

1)

114

51

0z

51

100%



KETHERLANDS
18/10/88

Sectors/Functions

1.1, Agriculture

1.

2.

1

—_

o

~

. Industry/services : Horizontal objectives

.1.1 Innovation, R&D

.2 Environgent

.3 SMLE

.4 Trade /Export

.5 Economisation of energy
.6 General investment

.7 Combat unemployment

.8 Training aid

.9 Other objectives

. Industry/services : Particular sectors

.2 Shipbuilding

.3 Transport

[N

of which Regs 1191 and 1192/49
.4.1 Coal : Aid to current production
.6.2 Coal : Other aids

.5.1 Other crisis sectors (incl.rescue aids)

.5.2 Other sectors {(growth)

.3 Other sectors

[s)

3. Regional aids

3.1. Regions under 92(3)3

3.2. Other regions

TOTAL (1-3)

_40_

in HECU

(ATA+A2R)

£61.7

8.1

493.7

697.1

595.0

0.0

0.0

107.5

0.0

168.5

0.0

168.5

2079.9

(B14)

0.0

0.0

0.0

0.0

0.0

0.0

6.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

6.0

0.0

0.0

0.0

0.0

13.9

AVERAGE 81-84

(C1A+C24)  (D1A)

0.0

0.0

19.4

4.8

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

142.7

0.0

0.0

0.4

0.0

0.0

0.4

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.4

total

461.7

8.1

570.2

103.6

0.0

0.0

9.0

1028.4

35.3

73.9

697.1

595.0

0.0

0.0

145.5

168.5

0.0

168.5

2236.9

% of total

N

0%

5%

5%

k4

13%

2

n

3%

02

0x

0%

46%

2

n

n

1121

02

114

7%

3

(11

02

8%

100%
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Sectors/Functions

1.1. Agriculture

2,

2.

1

1

—_

ey

~

ra

2.

2.

.2,

--------- : Horizontal objectives
1 Tnnovation, 86D

.2 Environeent

.3 5.M.E

.4 Trade /Export

.5 Economisation of energy

.6 General investment

.7 Combat unemployment

.8 Training aid

.9 Other objectives

. Industry/services : Particular sectors

.1 Steel

~

Shipbuilding

(7]

Transport

[

of which Regs 1191 and 1192/6%

.

.1 Coal : Aid to current production

F

.2 Coal : Other aids
5.1 Other crisis sectors (incl.rescue aids)
5.2 Other sectors (growth)

5.3 Other sectors

3. Regional aids

3.1. Regions under 92(3)a

3.2. Other regions

TOTAL (1-3)

in HECU

- 41 -

(A1A+A2))

1088.

68.

1481.

542.

98.

748.

15.

5.

4096.

255.

1522,

1510.

1406.

662.

176.

41,

23.

1322.

230.

1092.

8056,

3

7

1

1

é

(B1A)

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

987.1

694.8

0.0

0.0

0.0

0.0

0.0

292.3

0.0

0.0

1.0

0.0

988.1

AVERAGE 81-86

(C1A+C28)  (DIM) total 1 of total
0.0 0.0 1088.3 122
0.0 0.0 68.7 1%
15.6 31 1587.8 mn
6.0 0.0 542.8 [ }1
0.0 0.0 0.0 0%
0.0 3 129.9 1%
0.0 0.0 748.8 8%
0.0 0.0 15.7 0%
n.g 0.0 138.5 "
0.0 0.0 0.0 111
0.0 0.0 0.0 0
2.6 0.0 12.2 0%

228.2 0.0  5311.4 563
0.0 0.0 703.2 n
228.2 0.0 483.5 5%
0.0 0.0 1522.2 16%
0.0 0.0 1510.0 162
0.0 0.0 1406.7 15%
0.0 0.0 662.2 7%
0.0 0.0 468.6 51
0.0 0.0 4.7 0%
6.0 6.0 23.6 1}
33.4 15.6 1372.3 15%
4.2 0.0 235.4 bad
29.2 15,6 11369 122
na 46.7  9428.6 1001





