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THE CPMR OUTRAGED BY DG COMPETITION’S LATEST PROPOSALS 
ON REGIONAL STATE AID 

 
 

Why not leave your home base and move to the major capital cities in central Europe or to more prosperous 
regions? 
For Europe’s small and medium-sized businesses, this is more or less what the Directorate General for 
Competition’s latest proposals on the review of regional aid guidelines boil down to. 
 
They introduce drastic changes to possibilities for granting public-sector aid to businesses, as compared with 
the current situation (though they do go along the same lines as the May 2004 proposals). With the exception 
of the poorest regions (Objective 1, phasing in, phasing out, outermost regions and sparsely populated 
regions), all other European regions fall under the same “ineligible” category, and are subject to highly 
restrictive conditions in terms of public-sector aid for businesses1. 
This hardly takes on board the wide disparities in development of all these regions, and deprives them of a 
crucial lever to help make them more attractive and boost their growth. 
 
Commissioner Neelie Kroes’s position is well-known. Public expenditure must be cut. In a statement to the 
press, she indicated that some regions would in the future not receive the type of aid that they used to, and 
that we needed to ask whether the poorest regions in a rich country could continue to receive public-sector 
aid. 
Why then do the Commission’s proposals increase the capacity of the most competitive territories to 
support SMEs (intervention rates are up 5% and 2.5% respectively in relation to the current situation)? 
This is contradictory on two accounts. On the one hand it strengthens the position of the already dominant 
regions, and secondly, this is precisely what will most lead to an increase in public expenditure. The most 
prosperous regions already are home to and attract the greatest number of businesses. The amount of aid 
they grant is therefore higher than that of the least favoured regions, where the issue is sometimes more 
about maintaining activity. 
 
What is the logic behind this policy that fails to provide assistance to the least-favoured regions, and also 
fails to curb public deficits? 
 
The table below sums up the situation of the “winners” and “losers”. 
 

                                                           
1 Regions eligible under Objective 2 of the structural funds and which come under Article 87.3 c of the Treaty  
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COMPARISON BETWEEN THE CURRENT SITUATION REGARDING CAPS ON INVESTMENT AID 
AND DG COMPETITION’S PROPOSALS  

 

Current Situation Proposals for 
2006-2013 Difference 

LE ME SE LE ME SE LE ME LE 
Categories of Regions 

% % % % % % % % % 
Convergence Regions        
*GDP below 45% of EU average 50 65 40 50 60 -10 -15 -5 
*GDP b/w 45 & 60% of EU average 50 65 35 45 55 -15 -20 -10 
*GDP b/w 60 & 75% of EU average 40 55 30 40 50 -10 -15 -5 

Outermost Regions     
*GDP b/w 45 & 60% of EU average 65 80 50 60 70 -15 -20 -10 
*GDP b/w 60 & 75% of EU average 50 65 40 50 60 -10 -15 -5 

* Phasing out - statistical effect (*) 40 55 15 25 35 -25 -30 -20 
*Phasing in - economic development 40 55 15 25 35 -25 -30 -20 
*Low population density - standard 30 40 20 30 40 -10 -10 0 
*Low population density - rich 20 30 20 30 40 0 0 10 

Objective 2 Regions (2000-2006)    
*Standard Regions 20 30 0 10 20 -20 -20 -10 
*Most prosperous Regions (GDP+ 
and unemployment-) 

10 20 0 10 20 -10 -10 0 

*Ineligible regions 0 7.5 15 0 10 20 0 +2.5 +5 

          
(*) situation at end of period          
LE = Large Enterprises; ME = Medium-sized Enterprises; SE = Small Enterprises 
 
 
The CPMR welcomes the stand that some States have taken against this proposal and will make sure that all 
its member regions are alerted to the consequences that such proposals would have on their economic fabric 
were they to be adopted. 
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