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Abstract: The State aid constitutes one of the instruments of the state policy in the economic
market. The State aid means winning financial benefits from the state resources in the way which
might distort competition. Depending on the object it is earmarked, the State aid can be
distinguished as horizontal, sectoral, regional.

The Agenda in respect of State aid assumes phasing out this aid for enterprises, let alone aid
distorting competition, and its closer scrutiny.

In the period 20002005 the total value of State aid in Poland amounted to € 14.8 billion (79 billion
PLN), which gives an average at the level of € 2.5 billion (13.2 billion PLN) per annum. The value of
State aid granted for rescue and restructuring in the period 2000-2005 in Poland accounted for € 35.8
billion PLN which means 45.3% of the total value of State aid. State aid for rescue and restructuring
achieved the annual average level of 5.9 billion PLN, which means € 670 million.

The overall value of State aid in the period 2000-2005 for the 15 states of the European Un-
ion accounted for € 348.3 billion, which means an average at the level of € 3.9 billion per year.
The value of state aid granted for rescue and restructuring in the period 2000 2005 for the EU-15
accounted for € 15 548 million. It indicates that the annual average level per one state was € 172.7
million. In 15 UE states 4.5% the overall value of aid granted in this period was intended to rescue
and restructure.

While analyzing the problem of restructuring State aid it is necessary to underline the speci-
ficity of Polish conditions compared with the states of Western Europe. Poland can be distin-
guished by a relatively high unemployment rate, the uncompleted process of restructuring, the
weaknesses of small and medium-sized firms.

Moreover, the fact of the matter is that Poland is still at the beginning of its way to restructur-
ing economy, while the “old” states of the European Union have already completed this process. It
is proved by the high value of State aid in the UE by the end of the eighties, when it amounted to
2% of GDP (currently it accounts for 0.6% of GDP), It is also worth noting that the states of the
EU-15, currently being in much more favourable situation than the remaining states, require these
other states being in a worse position now than the EU-15 were several years ago, comply with the
same rules they presently observe.

Key words: state air, rescue and restructuring aid, firm in difficulty, compensatory measures,
notification by European Commission.
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1. INTRODUCTION

The fundamental content of the Treaty of Rome establishing the European
Economic Community were the provisions referring to the process of creating
the common market and introducing economic policy at the level of the whole
community. The essence and the purpose of the integration process was to
achieve a more effective distribution of production factors which are provided,
among others, by free competition. The market integration of the Member States
was to lead to a full liberalisation of the movement of persons, goods, services
and capital. It required the creation of conditions which would allow the exten-
sion of economic opening, including the policy ensuring free competition.
Therefore, in the EEC Treaty there were clearly stated rules on the functioning
of the common market as well as the objectives of competition policy.

The competition policy aims at providing conditions for undistorted compe-
tition. Free competition is the basic principle of a single market and, as such,
bound the Rome Treaty signatories to accept the provisions on the ban on the
Member States to provide aid for business entities.

The economic practice of the Community provides a number of examples
which prove that interventionism contributed to the violation of the principle of
free competition, it delayed both structural reforms and the effects of the liberi-
sation process. The problem got more exacerbated in the seventies of the 20"
century, when the Member States, facing an energy crisis and a lengthy down-
turn in the economy, were extending the scope of State aid for enterprises.

The realisaton of the Single Market Project 1992 had a considerable impact
on a new approach to the intervention policy in the EC internal market. The
changes which aimed at reducing aid consisted, among others, of introducing
regulations which determined allowed aid, required restitution of aid incompati-
ble with the rules of the common market, introduced system principles of aid
grant, introduced notification procedures for aid schemes (art 87 (92) item 2 and
3 and Art. 88 (93), and 89 (94) of the EC Treaty).

Under Art. 88(93) EC Treaty, any aid granted by the Member States or with
the use of state resources in any form which distorts or constitutes a threat to
competition by favouring some businesses or manufacturing some goods, is
against the common market to the extent it affects the exchange between the
Member States. Awarding State aid distorts the market mechanism which, in
turn, infringes the principle of equal opportunities. It should be noted, however,
that along with the prohibition on granting State aid, Art. 88 EC Treaty sets out
some conditions under which this grant appears to be possible.

Fairly soon the exceptions from the general prohibition on granting State aid
turned into commonly followed standard (Misiag 2005, pp. 14-15). The EEC
states intensively supported particular areas of the economy especially in the
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early years of the Community. The scope and the way of using State aid was
largely determined by social and political reasons, the pressure from lobbing
groups and the position of particular states rather than by the imperfections of
the market mechanism (Misiag 2005, pp. 14-15).

The third stage of changes in the competition policy began in the late nine-
ties of the 20" century. It resulted in the essential reduction of the scope of State
aid — its level expressed in relation to GDP in the EU states in the period 1992 —
2002 dropped from 1.09% to 0.56% (Cini, McGowan 1998, p. 4). It was con-
nected with the realisation of the Lisbon Agenda and the conclusions defined by
the European Council at the Stockholm European Council (2001) and at the
Barcelona Council (2002) in the field of the aid as well as a more transparent
system of its granting (Karpinska-Mizielinska, Smuga 2005).

The year 2005 was the fourth consecutive year of the execution of the con-
clusions made by the Member States and comprised by the document referred to
as the Lisbon Agenda. The Agenda in respect of State aid assumes phasing out
this aid for enterprises and its closer scrutiny. The Member States were bound
under the Agenda, among others, to show that by the year 2003 (Report on State
Aid in Poland Granted to Entrepreneurs in 2004, 2005, p. 41):

— State aid was redirected to horizontal objectives,

— aid share in GDP of a given state was decreased,

— aid distorting competition (e.g. to rescue and restructure as well as sec-
toral aid) were eliminated,

— horizontal aid, devoted to the development of small and medium-sized en-
terprises, training, environment, and R&D area, gained in its importance.

The European Council at the Brussels European Council on 22-23 March
2005 called on the Member States to continue their activities aiming at reducing
the total State aid.

2. The definition and types of State aid

The State aid constitutes one of the instruments of the state policy in the
economic market. The concept of the State aid is defined neither in the legal
documents of The European Communities nor in the legal documents of Poland.
Yet, the obligation to observe the principle of enterprise competition and the
requirement of monitoring the aid granted by the state, made it necessary to de-
termine this notion more accurately.

The State aid means winning financial benefits from the state resources in
the way which might distort competition'. Such winning if to be regarded as the

—

' The regulations referring to State aid in Poland were introduced for the first time under the
Act of 30 June 2000 on the criteria allowing and supervising State aid for enterprises (,.Journal of
Laws”, No 60, item 704, as amended). Later State aid was realized under the Act of 30 August
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State aid should fulfil a few criteria (http://www.uokik.gov.pl/pl/pomoc-
publiczna/l_kompetencje_prezesa_uokik w z):

— it is done in favour of particular entrepreneurs, which means it is selective
by nature, and so it wins benefits to selected entrepreneurs and to selected
groups of entrepreneurs. The role of such aid is to strengthen or weaken incen-
tives coming from the market through giving benefits to selected entrepreneurs
or to selected groups of entrepreneurs. Winning benefits refers to financial bene-
fits, these ones which are measurable;

= it is realised directly from the domestic state resources or from such re-
sources transferred to other entities (e.g. through funds, agencies, which were
entrusted with state resources or were ordered to have these resources to their
disposal). The concept of state resources comprises also the resources coming
from both pre accession and structural aid schemes;

— it distorts or threatens with competition distortion by favouring some en-
trepreneurs or production of some goods, which results in them being privileged
in relation to competitors.

Therefore, the State aid is winning benefits which meet the above condi-
tions, regardless the form of awarding them. Winning benefits may be done di-
rectly (the increase of outflows of state resources — positive instruments) or indi-
rectly (the decrease of inflows — negative instruments) (Modzelewska-Wachal
2001, pp. 31-35; E. Czerwinska 2000, p. 1).

The main forms of the State aid are regarded as follows:

— group A — grants, extras, amortization of due payments, disposing or lea-
sing of state estate on conditions more favourable than those for the market,

— group B — capital and investment grants: capital contribution to the com-
pany, conversion of receivables into shares,

= group C — co called “soft loans™: preferential loans, deferment of payment
date, payment spread into installments,

— group D — warranties and credit guarantees.

The used forms of the State aid refer to state resources in the scope of liabili-
ties both tax and paratax (when the entity granting the aid acts as an administra-
tion authority), as well as to those arising from civil contracts (when the entity
granting the aid acts as a participant of the economic life).

Depending on the object it is earmarked, the State aid can be distinguished
as follows:

2002 on the criteria allowing and supervising State aid for enterprises (,.Journal of Laws”, No 141,
item 1177, as amended). Presently State aid is realized under the Act of 30 April 2004 on the
procedures in the matters referring to State aid (,Journal of Laws”, No 123, item 1291, as
amended). The attempt to define State aid can be found in the Act of 30 June 2006 on the criteria
allowing and supervising State aid for enterprises — Art. 4, sec. 1 and in the Act of 30 August 2002
on the criteria allowing and supervising State aid for enterprises — Art. 2, sec. 1
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— horizontal: directed to all enterprises, regardless the sector and region, and
intended to support research and development, environment, development of
small and medium-sized enterprises, energy saving objectives, maintaining the
employment rate and creating new jobs, training, rescue and restructuring, reha-
bilitation and recruiting working persons with disabilities, technical infrastruc-
ture development as well as other activities;

— sectoral: intended to support and favour the development of selected sec-
tors; sectoral aid covers such sectors as steel and iron industry, shipbuilding,
coal mining, synthetic fibers, industry, oceanic sailing;

— regional intended to support and favour the development of selected re-
gions. The most essential objectives within the regional policy are all those ac-
tivities in favour of research and development, environment and renewable re-
sources, creating new jobs, restructuring firms in difficulty, development of
small and medium-sized enterprises.

Another classification allows distinguishing individual aid and aid granted
as a part of the aid scheme. The draft of the individual aid project and the draft
of the aid granted as a part of the aid scheme requires notification to the Euro-
pean Commission®.

A particular kind of aid is aid de minimis. It is State aid granted in various
forms to a given entrepreneur, the total value of which in three consecutive years
does not exceed the amount of € 200 000°. Such aid is exempt from the obliga-
tion of notification to the European Commission. There is also such exemption
from this obligation for State aid which was granted within the block exem-
ptions. The block exemptions may refer to the support of employment, training,
research and development, as well as aid for small and medium- sized enter-
prises.

3. STATE AID FOR RESCUE AND RESTRUCTURING

The process of implementation of Lisbon Strategy intends, among others,
the reduction of State aid and its redirecting to horizontal objectives with simul-
taneous elimination of aid distorting competition. It is believed, though, that
State aid for rescue and restructuring has its large impact on competition distor-
tion. Supporting enterprises in difficulty with state resources can’t be deemed as
a standard participation of the state in economic processes. The exit of ineffi-

S ——

% The duty of notification appeared since the moment of acquiring membership by Poland in
the EU.

¥ The EC Directive No 1998/2006 of 15.12.2006 on the execution of Art. 87 and 88 of the EC
Treaty in respect of aid de minimis which have been in force since 01.01.2007. Till the year 2006
the binding limit was € 100 000.
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cient firms from the market is the indication of sound functioning of the market
economy. It occurs that aid for rescue often means maintaining status quo and
only sets aside an inevitable liquidation of an entity. Aid for rescue as well as for
restructuring often means also transferring company’s problems onto other,
more efficient market players (State Aid Scoreboard 2003, p. 13). Therefore,
recommended reduction of State aid for rescue and restructuring considerably
improves effective distribution of means.

For the reasons discussed above State aid to rescue and restructure is to be
granted in strictly defined situations hedged with stringent requirements. For the
first time these requirements were determined by the European Commission in
1994, and than updated in 1999. In October 2004 there was another modification
of guidelines on granting aid for rescue and restructuring.

Initially aid to restructure was agreed to be granted only according to the
“one time, last time principle”. In 1999 the principles of granting aid to rescue
and restructuring were modified by introduction in particular the possibility of
a repeat grant aid to rescue and restructure — a repeat aid could be awarded after
10 years of the date of completion of the last restructuring (State Aid Scoreboard
2003, p. 15). In 2004 there were introduced essential limits on granting State aid
intended to rescue and restructure (State Aid Scoreboard 2004, p. 38). They were
introduced due to the fact that some essential problems with granting aid had
been found out.

The present terms of granting State aid for rescue and restructuring are gov-
erned by the Commission Communication — Community Guidelines on State aid
for rescuing and restructuring firms in difficulty of 1 October 2004*. The par-
ticular elements of the above Guidelines provide the definition of the basic con-
cepts and the procedure of granting aid to rescue and restructure. The maximum
amount of awarded aid was determined — altogether it can’t exceed the value of
€ 10 million. A strict observance of the principle “one time, last time” was re-
turned.

In the Guidelines there were also indicated criteria, the enterprise is to fulfil
to be recognized as ailing. Despite the lack of an explicit definition, the Euro-
pean Commission regards an enterprise to be ailing if, neither with the aid of its
own measures nor the measures it might obtain from the owners or the creditors,
is it in a position to prevent losses which without outside intervention by the
state authorities will lead this enterprise to the exit from the market. An entity is
regarded as an ailing enterprise which fulfils at least one of the criteria stated
below (ibidem):

! Community Guidelines on State aid for rescuing and restructuring firms in difficulty, Jour-
nal of Laws, item 244 of 1.10.2004
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- in the case of the limited liability of the company shareholders — if over
the half of the company registered capital was lost, with a more than a quarter
lost over the last 12 months,

— in the case of the company whose some members are liable in an unlimi-
ted way for the company debts — if over the half of the company capital stated in
the financial report was lost, with a more than a quarter lost over the last 12
months,

— regardless the type of the company — if it meets the criteria of bankruptcy
procedure.

An enterprise may be recognized as an ailing one, when there are typical
signs such growing losses, decreasing turnover, increasing stocks, accruing pro-
duction surpluses, decreasing cash flow, growing debt, decreasing value of net
assets.

A newly created entity can’t be recognized as an ailing enterprise. An enter-
prise which can be recognized as an ailing firm should operate on the market
minimum 3 years. An entity operating within a capital group is not to be recog-
nized as ailing either, irrespective of the period of its existence on the market
and the difficulty of its financial standing.

The conditions for granting aid for rescue and restructuring are the same be-
cause in both cases state measures are given to firms in difficulty. State aid in
these situations consists of the two elements of one operation, even though they
refer to different activities. State aid to rescue is connected with temporary aid
essential for the firm to survive and obtain time to prepare a restructuring plan as
well as preparing the firm for implementation of the restructuring plan. Aid con-
nected with restructuring lies in making it possible for the firm to implement the
restructuring plan and regain long-term ability to compete.

Aid to rescue presents the following features:

— it is a temporary and reversible support,

— its basic objective is maintaining liquidity for the time essential to work
out a restructuring plan,

— it should be restricted to essential minimum,

— support can’t be longer than 6 months,

— aid can consist exclusively of reversible support and is in the form of
credit guarantees or loans with the interest rate comparable with loans for
healthy firms,

— rescue aid can’t be granted for financial restructuring.

The value of State aid for rescue and restructuring which is likely to be ob-
tained is established on the base of the following formula:

EBIT, + depreciation, + (working capital, — working capital, )
2
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As it appears from the above, the amount of State aid to rescue and restruc-
ture possible to be obtained depends on the two operational aspects: viability and
liquidity. The viability of operation is reflected by the result of EBIT amended
with depreciation. Whereas liquidity is reflected by the level and the changes in
the level of working capital, understood as the difference between current assets
and short-term liabilities.

The purpose of using the formula is to assess negative operating cash flow
of the company in the year proceeding the application for aid award.

The process of restructuring, State aid may be granted for, is to be connected
with (State Aid Scoreboard 2003, p. 14):

— reorganization of firm activity which bring losses including withdrawal
from it,

— restructuring those areas of company activities so that they could become
profitable again,

— diversification of company activity and taking a new range of profitable
activity.

Financial restructuring (debt redemption, conversion of receivables, extra
capitalization) is to couple with restructuring of activity, and not to replace it.
Sate aid for restructuring can’t be limited to financial restructuring without find-
ing the reasons of difficulty and carrying out the process of improving opera-
tional activity.

Granting State aid requires also involving the company’s own measures in
the process of restructuring, in the case of small entities the principle is to en-
gage 25% of their own measures as the costs of the restructuring process, in the
case of medium-sized and large firms — 40% and 50% respectively. The com-
pany’s own input will prove that the owners believe in the possibility of regaining
viability. At the same time it will guarantee that restructuring aid is limited to
necessary minimum.

Additionally there was introduced a requirement of using compensatory
measures in the process of restructuring (it refers to the situation when granted
aid distorts competition). Using compensatory measures may refer to selling off
assets, decreasing production capacity, lowering barriers for entering the market.
The use of compensatory measures is to ensure that the company’s activity does
not lead to monopoly on the market. Compensatory measures have to be propor-
tional to distorting effects of aid and particularly to the amount and relative posi-
tion on the market [Formulating Individual Aid Schemes — Procedure of Appli-
cation for Financial Support and Building Restructuring Plan 2006).

State aid destined to rescue and restructuring is mainly awarded within indi-
vidual aid, and so, in each case a notification by the European Union is required.
The Commission approves aid only when the following criteria are met:

1) a firm is regarded as an ailing entity, '

2) the main objective is to return long-term viability,
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3) a restructuring plan is one element of restructuring implementation.

The restructuring plan is an important element of the procedure of applying
for State aid. It is to meet a few conditions:

— to outline the execution time of a restructuring plan explicitly,

— to determine the costs of restructuring process explicitly,

— to indicate operational and financial measures of restructuring effects.

Therefore State aid may be granted if an appropriate restructuring plan is
provided, appropriate activities are undertaken so that to make competition dis-
tortion impossible (compensatory means), and the company is bound to imple-
ment a complete restructuring plan as well as to submit detailed report on its
usage.

State aid destined to rescue and restructuring is treated, due to its noticeable
impact on competition, as aid requiring a decrease and ultimately meant to be aban-
doned. At the same time it is connected with the State participation in processes of
restructuring economy.

In the case of Poland, restructuring processes with regard to both individual
entities and the whole economy have been started quite recently. Thus restruc-
turing processes are connected not only with difficult situations of these entities
because of economic situation of the country, but they are often the consequence
of the lack of system adjustment in many of them. The situation of Poland in the
scope of State rescue and restructuring aid is exceptional (similarly to the situa-
tion in many post-communistic countries). It results from the fact that the state
takes part not only in the changes of system restructuring but also in the proce-
sses of restructuring entities due to their difficult situation on the market.

It should be stressed that the “old” states of the European Union have been
functioning in the reality of market economy for many years and they have not
experienced distribution and command economy. And so, restructuring proce-
sses carried out in these states could only stem from a difficult market situation
of individual entities. It is also worth noting that restructuring processes were
carried out in the past, while the current ones are quite rare due to the relatively
stable economic situation.

For the above reasons, there seems to be a real need to study more accurately
the importance of this kind of State aid in Poland and the European Union.

3.1. State aid granted in Poland including rescue and restructuring aid

It is worth noting that in the years 2000-2005 the total value of State aid in
Poland accounted for 79 007.6 million PLN, including 35 787.2 million PLN for
rescue and restructuring which presents 45% of aid granted in Poland at this time.

The data on State aid granted in Poland are presented in Tablel.
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Table 1
State aid in Poland in the period 2000-2005
2000 2001 2002 2003 2004 2005

Total value of State aid (million

PLN)* 7712.0 (11 194.8 |10 277.6 |28 627.5 [16 400.6 | 4 795.1
of which
State aid to rescue and restructuring

(million PLN) 478.8 | 4923.6 | 4204.5|21933.8| 4165.0 81.5
Aid share to rescue and restructur-

ing (%) 6.2 44,0 40.9 76.6 254 1.7

* State aid less transport

Source: Report on State aid granted to enterprises in Poland in 2001, OCCP, Warsaw,
September 2002, Report on State aid granted to enterprises in Poland in 2003, OCCP, Warsaw,
November 2004, Report on State aid granted to enterprises in Poland in 2005, OCCP Warsaw,
December 2006

The total State aid granted in the years 2000-2005 amounted to 79 billion
PLN. The average annual state aid in this period accounted for 13.2 billion PLN.
However, within four years (in 2000-2002 and 2005) the value of State aid did
not exceed the average level. Whereas in 2004 the values of state aid was 24%
higher than the average and State aid granted in 2003 accounted for 215% of the
average value.

The value of State aid awarded in Poland in particular years of the period
2000-2005 showed multidirectional fluctuations. In the periods 2000-2002 and
2003-2005 there is a noticeable downward trend of its value, while in 2003 the
value of State aid increased fivefold in relation to the level in 2002. It is also
worth noting here that the value of State aid granted in 2005, despite the down-
ward trends since 2003, is higher that the one granted in 2000.

The evident downward trend of the State aid since 2003 complies with the
conclusions of the European Council in respect of reduction of the volume of
State aid.

The average value of State aid for rescue and restructuring in the reviewed
period was at the level of 5 964.5 million PLN. The value of aid intended for
rescue and restructuring fluctuated from 91.5 million PLN (which accounts for
1.5% of an average value) in 2005 to 21 933.8 million PLN (368% of an aver-
age) in 2003,

The share of State aid to rescue and restructuring was fluctuating from 1.7%
in 2005 to 76.6% in 2003. The average share of State aid to rescue and restruc-
turing was 32.5%. _

A high share of rescue and restructuring sectoral aid in the period 2001-
2003 resulted from the realisation of restructuring processes with the public
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funds in the coal mining sector. In the case of coal mining sector 99.9% of the
aid value in this sector was allocated to rescue and restructuring. This aid was
executed under the provisions of Act of 28 November 2003 on restructuring coal
mining in the years 2003-2006°. This aid was granted primarily in the form of
tax remittance and other benefits.

A higher than average share was recorded in the period 2001-2004. Such
a high share of aid to rescue and restructuring as a part of horizontal share at this
time was connected with the execution of the provisions of the Act of 30 August
2002 on restructuring some of public and legal liabilities from enterprises’ and
the Act of 30 October 2002 on State aid to enterprises of particular importance
for job market’.

The situation in the scope of State aid in Poland, including State aid to res-
cue and restructure, was considerably changed after 2003. The year 2004 was
connected with Poland‘s entry to the European Union, so after 1 May 2004 Po-
land was bound by the legislative existing in the European Union. It has to be
noted that in October 2004 there were introduced additional restrictions on pos-
sibilities of supporting restructuring firms which corresponded with the Com-
munity Guidelines referring to State aid to rescue and restructure ailing firms.

In 2004-2005 rescue and restructuring aid accounted on average for
2 123.32 million PLN and presented only 20% of the overall value of State aid
to rescue and restructure in the period 2000 - 2003. The value of State rescue
and restructuring aid was decreased much more than the total value of State aid.

It may be concluded from the above that Poland actively implements the
commitments of the Lisbon Strategy in the scope of reduction of State aid to
rescue and restructuring.

3.2. State aid in the EU including rescue and restructuring aid

The data referring to State aid in Poland and the EU are in a few cases diffi-
cult to be compared due to methodological changes introduced quite often.
These changes are connected with the difficulty to assess some of aid categories.
While the Office for Competition and Consumer Protection in Poland every year
presents fairly detailed data on aid structure in various distributions, the informa-
tion referring to State aid in the European Union is presented on a slightly dif-

[

5 Act of 28 November 2003 on restructuring coal mining in the years 2003-2006, “Journal of
Laws”, No 210, item 2037.

% Act of 30 August 2002 on restructuring some of public and legal liabilities from enterprises,
“Journal of Laws”, No 1535, item 1287, as amended.

7 Act of 30 October 2002 on State aid to enterprises of particular importance for job market,
“Journal of Laws”, No 213, item 1800, as amended.
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ferent basis (e g., regional and horizontal aid are treated together). Consequently,
in the case of the states of the European Union there is a shortage of detailed
data on aid for rescue and restructuring. For the EU these data are available only
in an aggregated perspective for the years 2000-20005.

The data referring to State aid granted in the European Union shows the ta-
ble below.

Table 2
State aid in the European Union in 2000-2005

199211993 [1994]1995[1996{1997 1998|1999 (2000(2001 [2002]2003[2004]2005

Total State aid less
railways (€ bn)
-UE 15 74.5180.6]177.5|77.0|75.5|95.5|64.3|54.8|56.6|58.0|63.5]55.3]562 58.7

Total State aid less
railways (€ bn)
- UE 25 74.5)180.6]77.5|76.9(75.5]95.5|64.3|55.2|61.6|62.5|69.4|64.7|614 63.8

*The total of horizontal aid including regional and sectoral aid do not sum up to 100%
because of other aid distributions, e.g. in fishery, in agriculture

Source: http://ec.europa.ew/comm/competition/state_aid/scoreboard/indicators/k 1. html#data and
http://ec.europa.eu/comm/competition/slate_aid/studies_reports/k5_2.xls and State Aid Score-
board, autumn 2006 update, Brussels, 11.12.2006, COM (2006) 761 final

The overall value of State aid in the period 2000-2005 for the 15 states of
the European Union accounted for € 348.3 billion, which means an annual ave-
rage level of State aid granted in EU-15 amounted to € 58.0 billion, and per state
it means an average at the level of € 3.9 billion per year.

The overall value of State aid in the period 2000-2005 for the 25 states of
the European Union accounted for € 383.5 billion, which means an annual ave-
rage level of State aid granted in EU — 25 amounted to € 63.9 billion, and per
state it means an average at the level of € 2.6 billion per year.

The above analysis may prove that the situation, as regards the average of
State aid, was more favourable for the EU on taking into account the State aid
granted in the states entering the EU after 2000,

As it was mentioned above the data referring to rescue and restructuring aid
for the EU are available only in an aggravated perspective for the years 2000 —
2005. The reason for this perspective is the assumption by the authors of the UE
report that the data referring to this kind of aid are difficult to be compared for
the following reasons (State Aid Scoreboard 2003, p.15):

— every aid to rescue and restructuring is an individual case and is allocated
discretionary, there is a lack of stable norms to award this aid and, for example,
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the amount of aid granted in favour of one enterprise may exceed overall aid
granted by a few states,

— the amount of aid to rescue and restructuring is dependent on the extent of
liberalisation in a given industry and time necessary to liberalise it,

— the general economic situation affects the amount of this aid, more of this
aid is granted in the case of downward trends than upward ones in the economy,
the recent years of a low rate of increase resulted in more aid being granted.

For these reasons a full picture of aid is quite complex and it varies signifi-
cantly from one member state to another, which makes it impossible to present it
more accurately.

The value of state aid granted for rescue and restructuring in the period
2000-2005 for the EU - 25 accounted for € 23 873 million which means an an-
nual average per one state at the level of € 159.1 million, while for the EU-15
the total value of aid to rescue and restructure accounted for € 15 548 million. It
indicates that the annual average level per one state was € 172.7 million. It is
worth noting that the average level for the “old” EU states is higher by 8% com-
pared with the average level for the EU — 25. The states entering the European
Union after 2000 granted aid to rescue and restructuring in the period under re-
view at the level 8 326 million which means an annual average per one state at
the level of € 38.8 million (State Aid Scoreboard 2006, p. 33).

It has to be pointed out that in the case of the EU-15 nearly the total aid
value (95%) was granted to the 5 EU members. Germany took 50% of the total
aid for restructuring of the EU-15, France 21%, Spain 8%, Great Britain 7%,
Italy 5%. Yet, at the same time 5 such states as Denmark, [reland, Luxemburg,
Finland and Sweden did not grant any aid to rescue and restructuring in this
period (State Aid Scoreboard 2006, p. 33). It has to be also stated that over a half
of state aid for rescue and restructuring was awarded prior to the European
Commission approval (State Aid Scoreboard 2006, p. 32).

State aid to rescue and restructure in the EU-15 was granted in 115 cases,
which means the average value for each case at the level of € 135.2 million. The
majority of decisions (89) were taken in the period 2000-2003 under the legisla-
tion from 1999 where there were special provisions to assess restructuring aid.

The larger part of aid was granted to financial services (€ 8 677 million) and
this was mainly due to restructuring State aid for Bankgesellschaft Berlin
amounting to € 8 496 million. The second sector in terms of the amount of re-
structuring aid is manufacturing sector, which was awarded the support in the
amount of € 4 860 million (including € 1 291 million for Spanish shipyards and
€ 3 203 million for French enterprises). Transport was supported by € 895 mil-
lion along with Italian aid for Alitalia which was € 611 million. The rest indus-
tries were awarded with € 1 115 million including the aid granted by Great Britain
to energy sector (State Aid Scoreboard 2006, p. 34).
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While comparing the share of restructuring aid within the total value of State
aid for the years 2000-2005, there were achieved the following amounts: in Po-
land 45.3% of the overall value of aid granted in this period was intended to
rescue and restructure, in the 15 EU states it accounted for 4.5% of the total aid
granted at this time, while for the 25 states it is the share at the level of 6.2% of
the total aid.

On the grounds of the above one can conclude that relatively much aid to
rescue was granted by Poland and other states entering the European Union after
2000. However, there are a few decisive factors giving rise to such a conclusion.
One of the most important is the fact that the average value of the overall State
aid granted in the “old” EU states is higher than in Poland or in other states ac-
cessing the European Union after 2000. Attention should also be put to the fact
that there were other restructuring needs in the states of the European Union in
comparison with the post communistic states. These needs are much higher in
Poland and other states entering the European Union than those ones in the “old”
EU states.

4. CONCLUSION

To conclude one must state that since the access to the framework of the EU
Poland actively implements guidelines of the Lisbon Agenda in the scope of
State aid. This is illustrated by the following indicators:

— decrease in the State aid value — the State aid value decreased from 28.6
billion PLN in 2003 to 4.8 billion PLN in 2005,

— decrease in the aid distorting competition, together with the aid to rescue
and restructure — its share in the total value of state aid decreased from 77% in
2003 to 2% in 2005, and its value decreased from 4 165 million PLN in 2003 to
81.5 million PLN in 2005.

The falling value of State share granted in Poland with the parallel increase
of the value of aid intended to horizontal objectives implies that Poland fulfils
once again the guidelines of the European Union. This is proved by the rising
amounts of aid granted for the development of small and medium-sized firms,
the aid for employment, training, research and development. It also shows that
the State aid granted in Poland is turning into the aid stimulating social and eco-
nomic development (Report on State aid granted to enterprises in Poland in 2005
[2006], p. 31).

While analyzing the problem of restructuring State aid it is necessary to un-
derline the specificity of Polish conditions compared with the states of Western
Europe. Poland can be distinguished by a relatively high unemployment rate, the
uncompleted process of restructuring, the weaknesses of small and medium —
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sized firms, the need to secure resources for the state contribution to the realiza-
tion of operational programmes which are co-financed from the European funds.

Moreover, the fact of the matter is that Poland is still at the beginning of its
way to restructuring economy, while the “old” states of the European Union
have already completed this process. It is proved by the high value of State aid
in the UE by the end of the eighties, when it amounted to 2% of GDP (currently
it accounts for 0.6% of GDP). It is also worth noting that the states of the EU-15,
currently being in much more favourable situation than the remaining states,
require these other states being in a worse position now than the EU-15 were
several years ago, comply with the same rules they presently observe.

The need to continue and develop the restructuring processes of the Polish
economy requires the use of State aid instruments. Time pressure in respect of
economy restructuring and overcoming the distance between Poland (as well as
other post — communistic countries) and the highly developed states of the Euro-
pean Union also requires a special look at the State aid in Poland.

Yet, the need to comply with requirements of the Lisbon Agenda will force
Poland to use other State aid tools than those used so far in order to continue the
restructuring process. It concerns mainly the support to research and develop-
ment, environment, the development of small and medium-sized firms, energy
objectives and training. It would be also necessary to withdraw from the suppor-
ting large entities and from aid for particular sectors. Taking into account, how-
ever, the size and the scope of State aid granted prior to the access to the Euro-
pean Union, it is to be concluded that a sufficient amount of measures have been
transferred to support large entities of selected sectors. Therefore it is possible to
realise the commitments of the European Council in respect of reorientation of
State aid particularly with pro-developing measures.

One can state that the guidelines of the European Council in the scope of re-
ducing Sate aid for restructuring do not present a threat for the possibilities of
continuing the restructuring process. It is possible to use some other available
tools of economic policy (including State aid) to complete effectively the re-
structuring process both at the level of individual enterprises and in respect of
the whole economy.

REFERENCES

Act of 30 June 2000 on the criteria allowing and supervising State aid for enterprises (“Journal of
Laws”, No 60, item 704, as amended)

Act of 30 August 2002 on the criteria allowing and supervising State aid for enterprises (“Journal
of Laws”, No 141, item 1177, as amended)

Act of 30 August 2002 on restructuring some of public and legal liabilities from enterprises
(“Journal of Laws”, No 155, item 1287, as amended)



108 Elzbieta Maria Wronska

Act of 30 October 2002 on State aid to enterprises of particular importance for job market (“Jour-
nal of Laws”, No 213, item 1800, as amended)

Act of 28 November 2003 on restructuring coal mining in the years 2003 — 2006 (“Journal of
Laws”, No 210, item 2037)

Act of 30 April 2004 on the procedures in the matters referring to State aid (“Journal of Laws”,
No 123, item 1291, as amended).

Cini M., L. Mc G owan, Competition Policy in the European Union, Macmillan Press Lid.,
1998

Community Guidelines on State aid for rescuing and restructuring firms in difficulty (“Journal of
Laws”, item 244 of 1.10.2004)

Czerwiniska E., State Aid for Entrepreneurs and the Necessity for Polish Law Adjustment to the
EU, Information No 713, the Office of Studies and Analysis, 2000, www.biurose.sejm.gov.pl/ tek-
sty/i -713

EC Directive No 1998/2006 of 15.12.2006 on the execution of Art. 87 and 88 of the EC Treaty in
respect of aid de minimis

Fornalczyk A, State Aid for the Enterprises in the European Union and Poland, Office of
the Committee for European Integration, Warszawa 1998

Formulating Individual Aid Schemes — Procedure of Application for Financial Support and Build-
ing Restructuring Plan - Workshop Materials, Cooperation Fund — DGA - the Ministry of
Treasury, Warsaw, October 2006

http://ec.curopa.eu/comm/competition/state_aid/studies_reports/k5_2.xls

http://ec.europa.eu/comm/competition/state _aid/scoreboard/indicators/k 1.html#data

Karpinska-Mizielifiska W., T. Smuga, State Aid in Poland against the European
Union States, “Gospodarka Narodowa”, 2005, No 3

Report on State aid granted to enterprises in Poland in 2001, OCCP, Warszawa, September 2002

Report on State aid granted to enterprises in Poland in 2003, OCCP, Warszawa, November 2004

Report on State aid granted to enterprises in Poland in 2004, OCCP, Warszawa, November 2005

Report on State aid granted to enterprises in Poland in 2005, OCCP Warszawa, December 2006

Misiag F. (ed), State aid for small and medium-sized firms, PWE, Warszawa 2005

Modzelewska-Wachal E. (ed), State Aid for Entrepreneurs and Its Monitoring, LexisNexis,
Warsaw 2001

State Aid Scoreboard, autumn 2003 update, Brussels, 29.10.2003, COM (2003) 636 final,

State Aid Scoreboard, autumn 2004 update, Brussels, 16.11.2004, COM (2004) 750 final,

State Aid Scoreboard, autumn 2006 update, Brussels, 11.12.2006, COM (2006) 761 final,

www.uokik.gov.pl/pl/pomoc-publiczna/l_kompetencje_prezesa_uokik w_z
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POMOC PUBLICZNA PRZEZNACZONA NA RATOWANIE
I RESTRUKTURYZACJE W POLSCE NA TLE UNII EUROPEJSKIEJ

Pomoc publiczna stanowi jeden z instrumentéw polityki panistwa w gospodarce rynkowe;.
Pomocg publiczng jest przysporzenie korzysci finansowych ze $rodkéw publicznych, w sposob,
ktory moglby narusza¢ konkurencje. W zalezno$ei od przeznaczenia, rozroznia si¢ pomoc pu-
bliczng horyzontalng, sektorows i regionalna.

Zalozenia Strategii Lizboriskiej i zalecenia okre$lonych przez Rade Europy wskazuja na ko-
niecznos¢ zredukowania rozmiaréw pomocy, ze szczegblnym uwzglednieniem pomocy Zznie-
ksztalcajacej konkurencjg, oraz prowadzenie bardziej przejrzystego systemu jej przyznawania.

W latach 2000-2005 1aczna warto$¢ pomocy publicznej w Polsce wyniosta 14,8 mld euro (79
mld zl), co daje wartod¢ przecigtng na poziomie 2,5 mld euro (13,2 mld zl) rocznie. Wartoé
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pomocy przeznaczonej na ratowanie i restrukturyzacje wyniosta 35,8 mld zl, co stanowi 45,3%
lacznej wartodci pomocy udzielonej w Polsce w tym okresie. Przecigtna warto$é pomocy przezna-
czonej na ratowanie i restrukturyzacj¢ wyniosta wigc ok. 5,9 mld zl, tj. ok. 670 min euro.

Laczna warto$¢ pomocy publicznej w okresie 2000-2005 dla 15 krajéw Unii Europejskiej
wynosita 348,3 mld euro, co w przeliczeniu na kraj oznacza to $rednig na poziomie 3,9 mld euro
rocznie. Dla UE — 15 laczna warto$¢ pomocy na ratowarie i restrukturyzacj¢ wyniosla 15.548 min
euro. Oznacza to $rednioroczny poziom przypadajgcy na 1 kraj na poziomie 172,7 min euro. Po-
moc restrukturyzacyjna w 15 krajach UE stanowifa 4,5% lacznej wartodci pomocy udzielonej
W tym okresie

Analizujac problematyke restrukturyzacyjnej pomocy publicznej zwrdci¢ nalezy uwage na
specyfike uwarunkowan Polski w poréwnaniu do krajéw Europy Zachodniej. Polskg charakteryzu-
je relatywnie wysoka stopa bezrobocia, niedokoriczony proces restrukturyzacji, stabo$¢ struktural-
na sektora matych i srednich przedsig¢biorstw.

Dodatkowo podkresli¢ nalezy fakt, ze Polska jest na poczatku drogi restrukturyzacji gospo-
darki, podczas gdy ,.stare’ kraje Unii Europejskiej proces ten zakoniczyly. Odzwierciedlane jest to
wysokg wartoscig pomocy publicznej w UE w koricu lat 80-tych, kiedy to siggata ona 2% PKB
(aktualnie stanowi 0,6% PKB). Zauwazy¢ nalezy, ze kraje UE-15, bedac aktualnie w duzo lepszej
Sytuacji niz pozostale kraje, wymagajg od pozostalych krajow, ktére znajduja si¢ w gorszej sytu-
acji niz ta, w ktorej si¢ znajdowaly one kilkanascie lat temu, wymagaja stosowania zasad jakie
same aktualnie stosuja.

Slowa kluczowe: pomoc publiczna, strategia lizbofiska, pomoc publiczna na ratowanie i re-
strukturyzacje, przedsigbiorstwo zagrozone, $rodki wyréwnawcze, notyfikacja przez Komisj¢
Europejska.



