
Follow up to the European Parliament resolution <Titre>on regional policy as a part of wider State support schemes, adopted by the Commission on 8 October 2013</Titre>
1.
Rapporteur: Oldřich VLASÁK (ECR/CZ)

2.
EP reference number: A7-0204/2013 / P7_TA-PROV(2013)0267

3.
Date of adoption of the resolution: 12 June 2013

4.
Subject: Regional aid guidelines for 2014-2020

5.
Competent Parliamentary Committee: Committee on Regional Development (REGI)

6.
Brief analysis/assessment of the resolution and requests made in it:

A.
All State aid instruments have to be coherent among themselves and with the Cohesion Policy objectives.

B.
EU overall coverage should be at least 45%

· Regions being eligible for regional State aid currently but not under the Regional aid guidelines (RAG) 2014-20 should have a special safety regime, similar to that for transition regions under Cohesion Policy, which would provide for more consistency between the Cohesion Policy regulations –2014-2020 and competition rules, and would allow Member States to cope with their new situation.

· Regions considered as "a" regions in the period – 2007-2013 should have the predefined status of ‘c’ regions for the period 2014-2020, including the statistical effect regions and the Commission should ensure the possibility of increasing the maximum aid intensity in these regions.

C.
The Commission should extend the current RAG and regional aid maps by at least six months.

D.
Maps should be based on more recent data.

E.
Aid intensities should be maintained at current levels.

F.
Areas bordering "a" areas of another Member State should be predefined as "c" areas by the Commission.

G.
Member States should be allowed to use a broader set of parameters for determining regional disadvantages.

H.
The resolution raises concerns regarding relocation of companies that received State aid.

I.
The resolution requests the Commission to ensure the administrative, legal and transparency obligations of application of the State aid modernisation rules remain as clear as possible. Certain compatibility criteria, e.g. that relating to incentive effect (e.g. work on the project must not start before a decision to award aid is taken by public authorities; counterfactual scenarios) seem to go against the principle of simplification.

J.
The resolution emphasises that it is essential that some margin of flexibility for the revision of the guidelines is kept, and welcomes the Commission's intention to perform a mid-term review.

K.
The resolution considers the ruling of the Court of Justice in the case of Leipzig/ Halle could lead to a greater administrative burden on local and regional authorities when applying state aid rules within the Cohesion Policy Programmes in infrastructure projects, which are to be commercially exploited.

7.
Response to requests and overview of action taken, or intended to be taken, by the Commission:

A.
As EU cohesion policy and EU State aid control policy are two different policies, they need to be coherent but not identical. The new Regional aid guidelines in the context of State aid modernisation will contribute to ensuring efficient implementation of cohesion policy.

B.
Having taken into account the conclusions of the European Council from February 2013
 as well as having listened to many stakeholders (EP, MEPs, Member States, Committee of the Regions (CoR), Economic and Social Committee, reactions to public consultation, letters, studies, etc.) the overall population coverage is increased to at least 45% of the EU-27 population. In order to take account of the effects of the crisis all ex-"a" areas
 will be predefined and a 100% safety net will be provided for Programme Countries
. Thus, the total population coverage, including the safety net, will be 47.2% of the EU-27 population.

In former "a" areas the aid intensities may be increased by 5pp. up to 15% in the period from 1 July 2014 to 31 December 2017.

C.
The current regional aid guidelines, which expire at the end of 2013, will be extended until 30 June 2014. Based on notifications of Member States the maps will be extended until June 30 2014.

D.
In order to better reflect the effects of crisis for unemployment across the EU the most recent GDP/capita and unemployment data is used for determining the regional aid map. Therefore the GDP/capita data of 2008-10 and the unemployment rate data for 2010-12 (published by Eurostat end of May 2013) have been used as a basis.

E.
In order to avoid subsidy races between Member States in times of tight budgetary constraints, the aid intensities in all areas except the worst-off will be reduced by 5 pp. compared to the current level. For the least advantaged regions, i.e. those with a GDP/head below 45% of the EU average the current aid intensity of 50% will be maintained.

The current practice shows that the (high) maximum aid intensities were not used by all Member States and that the aid amount was often capped to the notification threshold. Also the ex post evaluation study of the current rules recommends to reconsider the level of aid intensities especially in view of discrepant budgetary means of the Member States.

F.
The increase in overall population coverage of assisted areas will allow keeping focus on the regions that are most in need from an EU perspective, while giving Member States sufficient room to tackle internal disparities, including border regions.

To ensure that Member States have sufficient population coverage to address the regions that are disadvantaged from an EU perspective, the Commission only predefines those that are underdeveloped or facing permanent handicaps (i.e. regions with a GDP below 75% of the EU average, those previously in this situation and the outermost regions and sparsely populated regions).

The remaining population coverage will be distributed between Member States according to objective criteria, which will take into account both national and EU disparities. It is for national authorities to decide on the internal allocation to tackle internal disparities, such as the specific needs of border regions, islands, or other areas.

G.
The new RAG will continue to use GDP per capita for designating "a" areas because of difficulties in comparing regional unemployment figures between Member States (due to differences in labour market policies), which is in line with the definition of the ERDF category of less developed regions (regions below 75% of EU GDP/head).

GDP data reflects the economic situation of a Member State and indirectly reflects also the effects of changes in growth patterns on unemployment.

Alongside GDP/head, the method for allocating the non-predefined "c" coverage among Member States relies also on unemployment (both in the EU and national contexts) to determine the relative level of EU and national disparities which determine how much non-predefined "c" coverage each Member State receives.

Using other indicators would be much more complex and would not necessarily better reflect regional disparities. GDP and unemployment capture differences in growth potential quite well.

H.
As mentioned in the resolution, the new RAG will continue to provide for that investments must be maintained in the regions where they receive aid for at least five years (or three years for SMEs). This also applies to jobs created through such investments, which must be maintained for five years from the date each post was first filled.

In addition two new provisions regarding relocation are added:

First, if a company has closed down a similar productive activity in Europe in the two years before the aid is granted or intends to close down an activity two years after the project is completed, the regional aid to that company will have to be notified, regardless of the aid mount.

Second, if a beneficiary relocates an activity to the target area and there is a causal link between regional aid and this relocation, the aid will most likely not be approved.

These provisions on relocation should also help to avoid any risk of "proximity relocations" in the case of border regions.

They are also in line with the negative approach towards relocation under the Structural Funds. In this respect, the RAG should help to ensure a consistent application of Structural Funds rules.

I.
Aid should only be given when it makes a difference; therefore the incentive effect test is an essential element of State aid control. However, rules on incentive effect should not create complex regulatory environments for national aid granting authorities and should not lead to disincentives to invest or to (long) delays in the starting of the investment activity of the enterprises. Therefore, the rules in this aspect compared to the original position of the Commission have been simplified. The adopted rules provide for works on an individual investment to start only after submitting the application form for aid.

To make access to State aid for SMEs simpler and clearer, the RAG finally clarifies that SMEs are not obliged to submit documentary evidence in support of the counterfactual described in the application form.

J.
The Commission will do a mid-term review in 2016 to better capture the effects of the economic crisis.

In June 2016, the Commission will establish whether any additional area that has not been defined as an "a" area at the time of adoption, has a GDP per capita below 75 % of the EU-28 average and whether these identified areas may become eligible as an "a" area.

In addition, Member States may amend up to half of their "c" areas (swapping regions in and out) as from 1 January 2017 to 31 December 2020.

K.
Regarding the ruling of the Court of Justice in the case of Leipzig/ Halle, it should be noted that infrastructure is not a problem specific to the RAG. These problems are common to all other thematic or sectoral guidelines and will have to be solved in a coordinated, cross-cutting manner. Given the specificities of infrastructure, it seems that the most operational way forward is to address it under the relevant thematic guidelines, as it has been done in relation to broadband, or is planned to be done in the R&D&I guidelines in relation to research infrastructure.

The RAG cannot be considered as an obstacle for the implementation of co-financed infrastructure projects because only a limited number of infrastructure projects fall under the RAG. (RAG only apply in certain regions and only cover the financing of ‘initial investment’.)
------------------

� Point 57 of the conclusions of the European Council February 2013: "Regional State aid rules must not distort competition. The European Council encourages the Commission to proceed to the quick adoption of the revised Regional Aid Guidelines which it has launched. In that context, the Commission will ensure that Member States can accommodate the particular situation of regions bordering convergence regions."


� Initial draft RAG have foreseen to pre-define only ex-"a" areas with a GDP level below 90% of EU 27 average in the assisted areas (pre-defined "c" areas), but this threshold has been removed in order to allow all ex-'a' areas - including those that have moved to a higher development level – to cope with their new situation.


� The 100% safety net for Programme Countries guarantees that their assisted area coverage will not be reduced compared to the map of 2007-13.
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