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FOREWORD

Neelie Kroes*

Fifty years ago, the first European State aid rules were written into the Treaty of Rome. Half a 
century later, the rationale of State aid control remains just as valid. Effective State aid control 
maintains a level playing field for free and fair competition in the Single Market. In the Euro-
pean Union we control state subsidies because in general they distort the market, resulting in 
lower competitiveness for our businesses, less innovation, and higher prices for consumers. 
However, we also recognise that in some cases efficient and equitable state support can stim-
ulate competition and helps oil the wheels of economic growth, to deliver better standards of 
living and more and better jobs for European citizens. The European Commission’s State aid 
policy thus aims to enable targeted government interventions where they are necessary for a 
well-functioning and equitable economy, whilst ensuring they do not distort competition and 
intra-community trade.

State aid reform is one of the top priorities of my mandate as European Commissioner for 
Competition. Taking forward the European Council’s call for “less and better targeted State 
aid”, in June 2005 the European Commission adopted the State aid Action Plan (SAAP), 
an ambitious blueprint for the comprehensive reform of the State aid rules. The SAAP was 
designed to encourage Member States to contribute to the Lisbon Strategy by focussing more 
of their aid budgets on improving the competitiveness of EU industry and creating sustain-
able jobs (more aid for R & D, innovation and risk capital for small firms), ensuring social 
and regional cohesion, and improving public services. It also committed the Commission to 
rationalising and streamlining procedures, so that the rules are clearer, and to accelerate deci-
sion-making. 

Introducing a more refined economic approach to State aid analysis is at the heart of this 
reform. Economic analysis has always been central to the Commission’s analysis of the compat-
ibility of State aid with the EC Treaty. Expanding and improving the economic tools at our 
disposal will improve the transparency and clarity of the Commission’s decision-making 
process, and allow a more efficient assessment of the likely positive and negative effects of 
proposed aid, including through the setting of filters and thresholds to determine the cases 
most likely to distort competition. This should result in quicker approval of less distortive aid, 
so that the Commission can concentrate its resources on the cases liable to create more serious 
distortions of competition and trade. It should also help Member States better target their aid 
measures to fill those gaps in the market which really matter. 

The Commission has put the refined economic approach into practice through adopting the 
new Framework for Research, Development and Innovation and the new Risk Capital Guide-
lines. Both texts implement the “balancing test”, by explaining how the positive effects of the 
permitted aid measures can be weighed against any negative effects. They also justify the 
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conditions for compatibility with State aid rules, differentiating between cases requiring a 
lighter or deeper assessment, according to the risk of trade or competition distortion. 

Developing and embedding this refined economic approach requires us to build upon expe-
rience of competition law and economic modelling, and innovate in our working practices and 
approaches. Definitions of key concepts must be agreed, as must the criteria against which 
compatibility of aid are assessed. I have always been clear that this will be best achieved 
through an open dialogue between policy-makers, economists, lawyers and academia. It was 
for this reason that I was delighted to contribute to the September 2006 conference organ-
ised by the Global Competition Law Centre which looked at the contribution and limits of 
the economic analysis of State aid rules. I am equally pleased that the presentations from that 
conference are being brought together in this publication, so that a wider public can get to 
grips with developments in State aid policy, and contribute to the debate. 

This book makes an important contribution to the growing corpus of State aid economics. In 
assessing a wide span of State aid issues, including frameworks and justifications for economic 
analysis in State aid, and the work and policies of the European Commission, it provides a firm 
foundation for the growth of the discipline of State aid economics, and offers valuable food 
for thought on State aid, for students, practitioners and policy makers alike.




