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STATE REGIONAL AIDS AND TERRITORIAL COHESION 

WHAT DOES THE FUTURE HOLD AFTER 2006? 

Monday 18th April 2005 - Oviedo (Asturias, E) 

- MINUTES - 

SESSION 1 – THE STATE OF PLAY  

• After a welcoming message from Vicente ÁLVAREZ ARECES, President of the Principality of Asturias, 
and a reminder of the background against which the seminar was organised by Philippe CICHOWLAZ, 
Director of CPMR, Carlos TENREIRO, member of the cabinet of Commissioner Neelie KROES, 
introduced the issues relating to the reform of State regional aids for the 2007-2013 period. He focused 
on the existence of a twofold approach, with the negative dimension of unfair competition 
and the positive aspect of the regional development and cohesion objective. There is a need to find a fair 
balance between the type of costs eligible for aid and the level of aid. The system of State regional aids 
introduces an additional, particular factor into the overall problem of State aids i.e. the maximum eligible 
population threshold necessary to maintain a certain concentration. Although the maximum threshold 
is, theoretically at least, 50% of the European population, it is preferable to aim at a lower threshold 
to encourage concentration and heighten the impact of this policy, while complying with the Lisbon 
objectives. He recalled the main aspects of the proposal from DG Competition (non paper published 
at the end of January 2005) viz. an increased concentration and a reduction in the maximum levels 
of grants. He also recalled the fundamental distinction between State regional aids, which allow 
for unconditional support for major investments, and horizontal aids which act in the common interests 
of the EU. He recognised the relatively drastic nature of the proposal, especially for the regions currently 
falling within Objective 2, and summarised the main points of the 24 national reactions received 
before the time limit of 1st March 2005: 

- Strengthen concentration within the framework of enlargement; 

- Contribute to EU competitiveness, growth and employment; 

- Acknowledge the need for transitional measures between the current system and an ideal system, 
to guarantee that problems of a regional nature are taken into account, hence the usefulness 
of this seminar. 

• Robert SAVY, former President of Limousin Regional Council and former President of the “Sustainable 
Development” Commission in the Committee of the Regions, introduced the discussion on the political 
and territorial consequences of a review of State aids for Europe’s peripheral maritime regions. 
After making apologies on behalf of the President of the CPMR, Mr. Claudio MARTINI, who was unable 
to attend the seminar because his new regional executive is in the process of being set up, he took 
the discussion along a markedly legal path, recalling the obligations of the Treaty with regard to the two 
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major objectives, economic, social and territorial cohesion on the one hand and the non-obstruction 
of competition on the other. He supported a certain number of fundamental points of view on the need 
for Commission policies to serve EU objectives rather than vice versa, in order to avoid any sense 
of a divided Europe among citizens who will be called upon to ratify the draft Constitutional Treaty 
(cf. the full text of Robert Savy’s paper in the Annexes to the present document). 

• Vicente ÁLVAREZ ARECES, President of the Principality of Asturias, then presented the initial details 
of the draft initiative recommendation from the Committee of the Regions for which he is responsible 
in his position as rapporteur. He reminded the meeting of the priorities in this text as regards the first 
non paper from DG Competition, insisting in particular on the notion of territorial differentiation 
(cf. the full text of Vicente ÁLVAREZ ARECES’ paper in the Annexes to the present document, with the draft 
recommendation). 

• Seminar delegates were informed of the message from Mr. KOTEREC, Member of the European 
Parliament and also a rapporteur, on the review of State regional aids. His message summarised the main 
aspects of his draft recommendation (cf. the full text of Mr. KOTEREC’s paper in the Annexes to the present 
document). 

SESSION 2 – NATIONAL CONCERNS ON THE PART OF A FEW MEMBER STATES  

Mr. Fernando CASTILLO BADAL, Assistant Chief Executive, Directorate General for Community Funding, 
Spanish Ministry of Economy, underlined the main points in his government’s position: 

- The proposed reduction in aids seems excessive in the light of the cohesion objective, especially 
as there is a change from a calculation based on the net grant equivalent (NGE) to a gross grant 
equivalent (GGE), a concept to which Spain was opposed, whatever the level of simplification 
resulting from it; 

- He expressed his agreement on the integration of outermost regions in Article 87.3a but would have 
liked statistical effect regions to be included, in accordance with the proposals from the European 
Commission on the future regional policy for 2007-2013 (statistical effect regions in the convergence 
objective) ; 

- He was opposed to the drastic suppression of territories currently eligible under Article 87.3c, 
in particular by introducing a more gradual approach; 

- He wanted a more marked period of transition for regions undergoing economic growth (Phasing in, 
Objective 1) with a much more gradual decrease of aids; 

- There is a need to take account of certain specific economic sectors such as the car industry; 

- Regional bonuses should be introduced in horizontal aids. 

Mrs. Kristina L. HAVERKAMP, Director of State Aids and Regional Policy at Germany’s Permanent 
Representation to the EU in Brussels, underlined the main points in the German position: 

- She began by recalling her government’s doubts on the contribution of the future regional policy 
to the Lisbon objectives, with the exception of convergence regions; 

- She specified that, on the contrary, State regional aids should be used to reduce disparities 
at European, national and regional levels and that, this being so, the new regulations should 
not prevent the State’s ability to introduce national cohesion; 

- The decrease in the rates of aid proposed in Article 87.3 seemed to her to be a step in the right 
direction, even though a 40% ceiling would have been preferable to a 50% ceiling; 
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- She indicated her agreement with the Spanish position on statistical effect regions 
and on the measures deemed too drastic with regard to regions currently referred to in Article 87.3 c ; 

- She underlined the acute problem posed by cross-border situations and emphasised 
that a 20%maximum divergence in the aid granted to two border regions would have been preferable 
to the 30% proposed by the Commission ; 

- Finally, she wanted new measures to fight relocations, in particular a system of fines, 
and she indicated, with regard to the changeover from the NGE to the GGE, that although the new 
system simplifies application management, it penalises countries with high levels of taxation 
such as Germany. 

At this stage of the discussions, Philippe CICHOWLAZ passed on apologies from Mary TAIT, Assistant 
Director of the Department of State Aids at the UK’s Department of Trade and Industry, who was unable 
to attend the meeting for health reasons. He then described the main aspects of the position of the Czech 
Republic which were sent to him for use at the seminar: 

- Opposition to a decrease in the levels of aid to convergence regions; 

- Opposition to cross-border measures, whether a decrease in the levels of aid in convergence regions 
or an increase in aid in border regions that are not normally covered by State regional aids; 

- Disagreement on the measures granted to statistical regions. 

Jean-Pierre BOVE, Policy Officer, DATAR, then presented the French government’s main analyses: 

- He reminded the meeting that, at present, State regional aids cover 37% of the population in France, 
including 2.6% for outermost regions, and that the Commission’s non paper would have 
the unacceptable result of removing 34% of the French population currently covered by the industrial 
regional planning grant corresponding to Article 87.3c ; 

- Although France supports the priority given to convergence regions and the desire to reduce aid, 
it wishes to maintain Article 87.3 c for areas undergoing industrial change, fragile rural areas 
(including islands and mountainous regions) and companies which might create a competition 
cluster; 

- He recalled the need to fight relocations and suggested that aid might be conditional upon job creation 
within the group concerned; 

- Like other States, he supported the on-going use of the NGE calculation and proposed the creation 
of a new category of middle-sized businesses, i.e. companies which employ more than 250 staff 
but are not part of a multinational group. He suggested that this change should be discussed within 
the EU Council of Ministers, given its importance for growth and employment and its sensitive nature 
at a time when France is about to go to the polls for a referendum; 

- With regard to other possible areas of work, France suggests two possibilities: 

 Maintain a reduced 87.3 c zoning; 

 Put an end to zoning and calculate an envelope for State regional grants for each Member State 
under Article 87.3 c. 

Discussion: 

- The representatives of the Greek Ministry of the Economy reminded the meeting that 63% 
of the Greek population still live in regions with a GDP of less than 75% of the EU average and that, 
because of this, they were against the positions put forward by France and Germany 
which recommended a decrease in the aids granted to convergence regions. However, they did agree 
on the introduction of statistical regions under Article 87.3a and they suggested the creation of various 
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levels for other territories. Greece also proposed that territories subject to permanent constraints 
should be covered by Article 87.3a since their companies do not constitute an obstacle to competition. 
Greece also supported the French idea of a new category of company; 

- The representative of the Irish government underlined the importance of the various levels of aid 
for very small communities and supported the idea of providing for transition systems; 

- Antonio Masip Hidalgo, M.E.P., supported the continuation of statistical effect regions and spoke 
in favour of the French position on relocation; 

- Gordon Summers, from the Highlands region of Scotland, supported the inclusion of statistical effect 
regions in Article 87.3a and underlined the risks of any Community approach that introduced 
too great a difference in the treatment of areas of a similar nature across Europe. 
He also recommended real simplification of the forthcoming systems of aids. 

- Didier Dareys, Director of Economic Affairs with the Aquitaine region, also underlined the risk 
of fiscal dumping after the changeover to GGE and asked for further consideration of the indirect 
effects of grants to large companies in terms of employment (there is a larger multiplying effect 
than for SMEs); 

- Jean-Pierre Bove reintroduced the idea of making aids conditional upon actual job creation; 

- Carlos Tenreiro provided his initial reactions to these various points of view: 

 He underlined the difficulty of taking account of certain divergent positions and reminded 
the meeting that, at a legal level and before the Court of Justice, it would have to be proved 
that an aid had no effect on trade, and not vice versa; 

 He understood the need to combine a measure of freedom of action with regard to regional 
development with an EU framework; 

 He stated that, in terms of intervention and timetabling, the review of State regional aids will be 
undertaken simultaneously with a general review of aids. Although he specified that a “bonus” 
approach to horizontal aids is a possibility, he believed it would be difficult to take account 
of all particular characteristics in State regional aids; 

 He remained open to ways of combining, within a partnership of Commission, State and Regions, 
methods providing geographical coverage and levels of grants; 

 With regard to the changeover from NGE to GGE, he reminded the meeting that case law recently 
established that the Commission was not expected to know about taxation in all the Member States 
and that, although the consequences on one particular form of aid were easy to measure, it was 
much more difficult to foresee the effects for an entire range of aids; 

 With regard to the considerations of the Aquitaine region, he did not have any data 
but emphasised that calculations of the multiplying effect should be based on the number of euros 
paid; 

 Finally, he emphasised the need to allocate aid in as appropriate a manner as possible 
by encouraging real corporate set-ups that are proven to have their roots in outsourcing networks 
or clusters, thereby providing the best possible guarantee against the risk of relocation. 
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SESSION 3 – THE PROBLEMS FACING EUROPEAN REGIONS 

Philippe CICHOWLAZ described the spatial consequences of the initial suggestions from DG Competition 
and, in particular, underlined the negative effects in terms of territorial cohesion 
(See http://www.crpm.org/Documents/AmTer/05006_A_Aides_Etat_final_EN.pdf). He emphasised 
the high correlation between the territories at the highest risk of suffering as a result of the proposals 
in the non paper and the list of national and regional delegates attending this seminar. 

Frank GASKELL, President of Euromontana and representative of the EURADA network, pointed 
to the contradiction between the Council’s objective (“fewer but better-targeted aids”) and the consequences 
of the proposal from DG Competition (fewer aids but in cohesion territories, better-targeted but more 
in favour of the most competitive territories). He confirmed his support for the inclusion of statistical effect 
regions in Article 87.a as regards regional policy and listed the likely negative effects of the guidelines laid 
down in the non paper on territorial balance across Europe. 

Francisco Javier GARCÍA VALLEDOR, Adviser for Justice, Public Safety and External Relations 
in the Principality of Asturias, was more concerned about the situation of statistical phasing-out regions, 
describing the case of Asturias in particular. He found it difficult to imagine supporting drastic decreases 
in the level of aid allocated to regions which, far from having achieved any real convergence, 
were the victims of a drop of 11.5 in the average European GDP per head of population as a result 
of enlargement (Cf. the full text of the view put forward by Javier GARCÍA VALLEDOR in the Annexes). 

Pascal GRUSELLE, Delegate to European Affairs and Economic Development within the Association 
of Regions of France, went beyond the numerous commonly-agreed viewpoints and paved the way 
for two possible means of solving the problem: 

- Prepare a system of national, regionalised budgets with drawing rights, similar to the last proposal 
from DG Competition on low levels of State aid; 

- Or reduce the zoning compared to the current situation, with two sub-options i.e. gradual phasing out 
or temporary zoning for territories in crisis, with the application of EU criteria. 

Whatever the final outcome, he was of the opinion that there are three principles which must be upheld: 

- Maintain the system of cohesion in favour of the least competitive territories in Art. 87.3 c (rural, 
industrial and territory subject to permanent constraints); 

- Avoid planning any new eligibility for territories not currently zoned, a proposal which is contrary 
to part of the proposal from the French representative concerning funding for competitiveness 
clusters; 

- Guarantee the use of Community criteria while avoiding any incorrect interpretation of the principle 
of subsidiarity. 

Albino CAPORALE, Department of Economic Development in the Tuscany Region, reminded the meeting 
that he came from one of the regions which was not eligible for State regional aid and that he therefore 
had no particular axe to grind. He considered that today’s discussion reflected the debate on the future 
of regional policy outside Objective 1 and called for greater joint transparency on the part 
of DG Competition and DG Regio with regard to the nature of the systems used to provide aid 
for companies. He also noted the different points of view on problems of relocation, especially between 
the Europe of the Fifteen and the ten new Member States as regards the “ghost” of relocation. 
He then underlined the tendency of the rules on competition to go against the systems of regional 
development that contradict the realities of decentralisation. Finally, he expressed a view that the concept 
of drawing rights was an interesting one. 

Harry REES, Portfolio Manager for Economic Development in the Isle of Wight Council and Vice-President 
of the CPMR Islands Commission raised the very specific problem of territories subject to permanent 

http://www.crpm.org/Documents/AmTer/05006_A_Aides_Etat_final_EN.pdf
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constraints, especially islands, and called for the application of a bonus based on the same system 
as for the regional policy. To this end, he established a set of concrete proposals (Cf. the full text of Mr. Rees’ 
message in the Annexes). 

Mats FALCK, Director of the Umeå region, described the direct consequences on areas with low population 
density in Northern Europe. He justified the way in which the situation of these territories was defined, 
recalling that in the region where he was born 19,000 people live in an area equivalent to one-half 
of the entire territory of Belgium (compared to a population of 25,000 fifteen years ago). He confirmed 
his agreement with the position of the Swedish government on this question, taking account 
of these territories in the same way as outermost regions. Finally, he asked for real territorial differentiation 
within horizontal regulations and for notification exemptions in respect of SGEIs. 

CONCLUSIONS OF THE SEMINAR 

• Vicente ÁLVAREZ ARECES thanked all the speakers for the high quality of their contributions 
to the discussion and ensuring them that their points of view will prove invaluable to him when drafting 
his recommendations within the Committee of the Regions. In particular, he emphasised the various 
territorial situations which will have to be taken into account in draft regulations, either under Article 
87.3a or Article 87.3c, laying down a certain number of political priorities (Cf. the full text of Vicente 
ÁLVAREZ ARECES’ conclusions in the Annexes). 

• Carlos TENREIRO confirmed that DG Competition remains open to suggestions from States and regions 
on this issue and thanked the speakers for their information which will be very useful. He confirmed 
that all available instruments will be used but he noted the difficulty of achieving a consensus 
of opinions. He reminded those present that the non paper had, by its very nature, no pretensions to being 
a final document and that it simply formed the basis for discussion. DG Competition will try to achieve 
greater flexibility by heading towards greater control of aids. 

• Robert SAVY emphasised the richness and high quality of the discussions which, despite differences 
of opinion, had succeeded in silencing the critics. He particularly thanked the Commission 
for its willingness to engage in dialogue but warned that it was up to the Commission to make a clear 
distinction between aids that are really prejudicial to competition and those which are not. He noted 
that everybody seemed to be in agreement on the need to avoid polarising activities within territories 
and the need to keep an eye on the longer term, the 2007-2013 period, planning in advance 
for all the likely effects, on territories, of changes in globalisation, the WTO, or policies such as the CAP 
and rural development. 

• Philippe CICHOWLAZ thanked all the delegates for their willingness to attend the seminar in such large 
numbers at such short notice, reminding them that the decision to organise the event was taken only just 
over seven weeks ago. He confirmed that, further to the opening remarks made today by Mr. Tenreiro 
and previously by the Director General (Competition), Mr. Philip Lowe, the CPMR and Eurada 
will shortly be tabling a number of concrete proposals. Regions which have shown strong interest 
in these negotiations will, of course, be involved in the work. In particular, he thanked the Asturias 
region for all the political, technical and logistical work undertaken in preparing the seminar and stated 
that, judging by the numerous reactions from delegates, all those present were fully appreciative 
of their efforts. Finally, he informed the meeting that a draft position will be prepared with a view 
to the forthcoming meeting of the CPMR’s Political Bureau in Tulcea in Romania on 24th June 2005. 

Francisco Javier GARCÍA VALLEDOR concluded the seminar by thanking everybody for the excellent joint 
work undertaken during this event. In particular, he paid sincere thanks to Mr. Robert Savy 
for the undeniable value of his work in preserving the link between the fundamental objectives of the Treaty 
and the policies of the European Union. 


