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Abstract

The paper discusses the question how the horizoapgroach to
industrial policy adopted by the European Commiss®reflected by shifts in
trends of state aid allocation in the EU membernesta(reorientation from
sectoral to horizontal objectives).

The first part of the paper presents the argumentavour of horizontal
state aid related to the concept of so-called miafkdure. The second part
deals with the EU industrial policy programmes thetve been implemented
since the beginning of the 1990’s.

The third part describes the trends in state aitbcdtion in the EU
member states. The conclusion drawn from the ob8ens presented in this
part of paper is that the share of horizontal aiu total aid is high and
systematically increases.

1. Introduction

The paper analyses the state aid directed to té@eneurs (regardless of
an industrial sector) that is called horizontakestaid. The aid of this kind is
general in its character — it aims to solve ecowgpnoblems by modernisation
or by supporting the economic growth (Wygaika, Witkowska 2004, p. 145).
It is usually granted for the following objectivesnvironmental protection, the
development of small and medium-sized enterprisesning, employment,
promotion of research and development. The regiamal(earmarked for less
developed local or EU regions) can be also inauihethe scope of aid for
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horizontal objectives. The basis of these two aaieg of state aid (horizontal

and regional) is the horizontal allocation of pablineasures (there is no
differentiation between the sectors). However, faidrescue and restructuring,
though formally in the European Commission guidsdinlescribed as a type of
horizontal aid, from the economic point of view slibbe excluded from this

category.

The arguments supporting granting state aid casalséy justified by the
so-called concept of market failures. State aichfmizontal objectives is usually
considered to be better suited to address marklerds and thus it is less
distortive to competition than sectoral attgte Aid Scoreboard — Atumn 2007
update p. 22) Presenting the arguments in favour of horizontatestid that
result from market failures has been the startiogntpfor the observations
presented in this paper.

The research hypothesis that was formulated wasdbas the following
observations: since the beginning of the 1990’s&tedndustrial policy has been
progressively directed towards horizontal objedjverhich in turn has been
reflected in redirecting state aid allocation ire tBU member states (from
sectoral to horizontal objectives). What must b@leasized here is the fact that
the commitment to change state aid allocation weduded in the Lisbon
Agenda in 2000 (in the Action Programme for Groatia Jobs).

2. The economic analysis of horizontal state aid

The rationale for granting horizontal state aid baneasily explained by
the following market failures: the monopolisatiorogesses of the economy
(namely imperfect competition) and existence oemdlities (both negative and
positive ones).

The common effects of monopolistic activities (ngparison to perfect
competition) are: production decrease, higher praoed transfer of wealth from
consumers to producers (Baldwin 1999, p. 10). Hanet can be assumed that
the agreements distorting the rules of free cortipetias well as the fact that
enterprises often abuse its dominant market postiso distort the effective
allocation of resources and diminish consumer wWed{Blobalization of
Industry. Overview and RepoytsAccording to M. Sharp in the contemporary,
globalised economy the greatest threat for comepetiis the emergence of
overnational oligopolies (Sharp 1997, p. 103). Swcfterprises can easily
transfer resources and profits within the framewofkhorizontal and vertical
structures and simultaneously they can take adganté their power to create
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market barriers. The counterweight to such monspoliand oligopolistic
structures are small and medium-sized enterpribes, providing them with
state aid is thoroughly justifiable.

Externalities occur when a price of a product doascover the real costs
of its production or consumption that the sociefg to bear (Baldwin 1999,
p. 11). We can distinguish negative and positivieerealities (Milewski 1998,
p. 58) — negative ones occur when economic entitipese on other entities or
the whole society some effects or costs of theliviig, whereas the positive
ones occur when these entities benefit from thelte®f the others’ activity
without bearing any costs. In the advent of suderexrlities market allocation
of resources becomes ineffective. J. Stiglitz (84004, p. 96) puts it in the
following way: ,As individuals do not bear full cesof negative externalities
they create, the scope of their activity is hugel eontrary, as individuals do not
benefit fully from their activity accompanied bynse positive externalities, their
activity will not be sufficiently developed. A. Wigha emphasizes strongly that
if an economic entity is to be encouraged to cakeukll the costs and benefits
resulting from the externalities they create itlwibt be possible without the
state intervention (Wojtyna 1990, p. 43). A claseiample of a negative
externality is the pollution of the environmentttla@companies the production
or consumption of certain goods. One of the waysddress this problem is
subsidizing expenses incurred by private compari@s environmental
protection (Stiglitz 2004, p. 268) (i.e. state @adrmarked for environmental
protection). According to Stiglitz such a solutitinthe problem of externalities
in the field of environmental effects is the onadzhon market mechanism and
he opposes it to direct regulation (administrativies and regulations that aim
to curb directly the scope of negative externa)ti€Stiglitz 2004, p. 246).
S. Martin and P. Valbonesi (Martin 2000, pp. 19121%oint to some
weaknesses of subsidies (not only in the fieldrsirenmental protection but in
general addressing problems of externalities), Itiagu from imperfect
information available to government agencies. Slibsiawarded to companies
which are earmarked for environmental protectiémat properly controlled,
may be used to cover operational costs, and thtsically” lower production
costs and improve the competitiveness of subsidizedpanies at the costs of
their competitors.

As an example of a positive externality we can moentesearch and
development activity conducted by enterprises. Sutidl and P. Valbonesi
(Martin 2000, p. 192) claim that the market systeads to ,underinvesting” in
R&D, resulting from its high costs and risk, whiichturn can be a justification
for the need of public support in the field of imation (e.g. in the form of
subsidies). The main problem that innovators facstopping innovativeness
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(being the effect of research and development iie8y, on which they base
their competitive advantage and thanks to whicly ire protected against being
taken over by competitors. A company creating neshmhology always tries to
protect it from publicizing and being used by othesducers as long as possible
to make the largest possible profits from its iretoxeness (Goérniewicz 2006,
p. 120). However, it is very difficult because te#ects of research and
development activities can be considered the pdiad. It is thus inevitable
that this knowledge will be used by numerous initsitwho do not bear any
costs of R&D but use the results of the activittemducted by other firms.
Moreover, when an imitator uses a certain idea, phafits of innovator
substantially decrease. The conflict between thdipknowledge and the level
of profits of innovator-enterprise is called a pesb of appropriability
(Oziewicz 1998, p. 78). The risk of losing innowéoprofits undoubtedly
discourages the research and development actjviiteshe state support is to
encourage companies to undertake them. Moreovesn@rall market failures
mentioned in the economic literature externalitretated to research and
development are the most acceptable argument oufanf state aid (Navarro
2003, p. 3).

Another worth mentioning positive externality igtactivity of companies
creating human capital (Witkowska 2001, p. 104)JARVitkowska (Witkowska
2001, p. 104) emphasizes, this is done by prepadngloyees to new
responsibilities of greater difficulty through tpermanent process of improving
their qualifications. One of the most popular fawnachieve that are trainings.
However, employee migration between companies tesulthe situation that
some companies have well-qualified staff withoutuiming any costs. The
existence of this type of externality can againcaisage companies from
investing in human capital through a training scheras they do not get all the
benefits related to this activity, they do it osraall scale. State aid for training
can only partly compensate for the lack of earnfogenabling other companies
to take advantage of qualifications acquired byratigg employees.

The notion often mentioned in the economic litemtus so-called
macroeconomic market failures — N. Acocella (Aczc@002, p.154) defines
them as the failures related to the instabilitynmdrket economies. It is e.g.
unemployment, which justifies state aid addressimgloyment issues. From the
point of view of the society unemployment meansnecaic cost in the form of
lost production — connected with inefficient usaféabour force and as a result
the actual level production is much lower than &geptal one. As N. Acocella

* The existence of public goods is also consideretheket failure. J. Stiglitz points out that
market imperfections are not independent of onghamoThat is why public goods are considered
an extreme case of externalities.
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puts it: ,existence of such costs and non-econooasts of unemployment
justifies the commitment to attain full-scale emptent undertaken by the
governments of countries with market economy in thast-war period”
(Acocella 2002, p.157).

Another symptom of market failure is the tendency dreate big
disparities of income distribution in the sociefys A. Wojtyna (Wojtyna 1990,
p. 44) points out: ,Free market forces can contgbio optimal allocation of
production factors, but at the same time they nemagdIto the polarization of
income”. Unequal distribution of income can be th@mserved not only in
a given society but on a regional scale. Subsetyefisproportions in spatial
development of a given country are a sound arguinefaivour of regional state
aid (Pietrzyk 2002, p. 16).

3. EU industrial policy

Horizontal state aid is strictly connected with tencept of the so-called
horizontal industrial policy. There is no singledacoherent definition of
industrial policy. By this notion N. Acocella (Acekka 2005, p. 186) understands
the policy whose aim is modification of industriitucture and subsequently the
improved effectiveness of allocation of productfantors. The bottom line here
is not only the change of sectoral structure ofigtd/ but also the other changes
observed in this structure (e.g. changes in tdolggh In the Polish economic
literature a similar definition is presented by ¥dkobik (Jakobik 2000, p. 75) —
according to him industrial policy is a deliberammmitment undertaken by the
government to create a general or selective pramfustructure.

In the economic literature the division into seat@and horizontal policy
is very common (Cowling 1999, p. 18). Sectoral stdal policy (called also
classical industrial policy) has a selective chimacit is applied to selected
companies or industries according to two criteda:,picking winners” i.e.
industries or activities showing good prospects dewvelopment, b) ,backing
losers” i.e. enterprises or industries that encaudifficulties.

The bottom line of horizontal industrial policy ien the other hand,
affecting the performance of all industries andatirey competitive conditions
for functioning companies. This policy concentravessuch fields as research
and development, education, training, eco-developmand economic
infrastructure (Jakébik 2000, p. 75). Some autliescribe horizontal policy in
a broader sense, including in this category alsoptblicy applied to specific
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regions (regional policy) or to companies of certaize (small and medium-
sized enterprises) (Federico, Foreman-Peck 199%8+).

In the economic literature it is firmly stated thathe era of globalization
the role of traditional industrial policy is dimshied (Zorska 2001, p. 30;
Dunning 2001, p. 337). A. Zorska claims that: g4t strongly influenced by
strong uncertainty of market tendencies, strong peiition among ,global
players” (i.e. transnational corporations), hugpemses for R&D, high capital
intensiveness and investment risk, advanced ldviglobinology in many areas”
(Zorska 2001, p. 30). Moreover, in the conditiofsnareasing liberalization of
international trade such a policy becomes morenamee difficult to implement,
hindering the protection of industry against intdional competition at the
initial stage of development. The factor of greapact on trade liberalisation
was the GATT Uruguay Round (1986—-1994) — it intmetlinot only substantial
reductions in import duties on industrial goods, lwihat was even of greater
importance, limits on granted subsidies (instrummesttaracteristic for sectoral
industrial policyj. In the times of high mobility of production facso(which, in
fact, is the essence of globalization) the rolethaf state in creating suitable
conditions for industry location becomes increalsimgportant (Dunning 2001,
p. 337). The actions undertaken by the state shoalttentrate on raising
qualifications of labour force, developing new tealogies and their diffusion,
improving infrastructure and economic environmefiiese activities are the
basis of horizontal industrial policy because thaim is to affect the
performance of the whole industry, not only itesétd sectors.

The reorientation of industrial policy model (frasectoral to horizontal)
together with a progressive globalization proceas be easily observed in
developed states as well those undergoing theepsoaf system transformation.

Horizontal approach to industrial policy is illusted by the EU
programmes whose aim was to support competitiverddsshe European
industry that have been implemented since the 5990’

The impulse for developing a new EU approach tastdal policy were
the preparations for the second phase of integratia decision about creating a
single European market in 1993. During this procggscial guidelines on
industrial policy were drawn up — the Commissioctsnmunication from 1990
Industrial Policy in an Open and Competitive Enwineent: Guidelines for
a Community Approach, COM (90)55&ccording to J. Pelkmans (Pelkmans
1997, p. 237) a formal approval of this communmatmeans the Community’s
withdrawal from selective industrial policy, asdid not encourage granting

5 On the GATT Uruguay Round seelska w WTQIKICHZ, Warszawa 1998.



Horizontal aid in the European Union 77

active aid to certain industrial sectors, it onlyessed the need for actions
towards improving competitiveness of the whole stdu

In 1993 the European Commission presented the VAaper on growth,
competitiveness and employmevitifite Paper on growth)..The main thrust of
this document was the development of small and umedized enterprises,
infrastructure and technology (environmentally+idey in particular). The
strategy “An industrial competitiveness policy fttre European Union”An
industrial competitiveness policy for the Europeanion) accepted in 1994
developed the approach presented in the commuuorncltm 1990 stressing the
need for promotion of non-material investments. fiesearch and development,
education, training) as well as the support foustdal cooperation.

The reorientation of industrial policy in the EU svanfluenced by the
communication prepared by the Commission in 199%em@da 2000. For
a stronger and wider Union’A@enda 2000. For a stronger and wider Union
that a presented a coherent vision of the Europeéon at the beginning of 21st
century and defined the most important challengesie EU — enlargement,
battle against unemployment in the EU, developmeintnew information
technologies, globalization processes. The priasityAgenda 2000...” was to
create conditions for sustainable economic devedspmand employment
growth (through the development of single marketals and medium-sized
enterprises, further development of trans-Europeatworks, environmental
protection); promotion of knowledge, scientific easch, technologies;
modernization of employment systems; promotion obr®mic and social
coherence.

In spite of the fact that sectoral activities beedass important in the EU,
the current structure of the economy, especiallpgw member states makes it
impossible to eliminate sectoral aid completelytHe communication presented
by the Commission in December 20@@ustrial Policy in an Enlarged Europe
the authors emphasised the need for complementafidrorizontal approach
with sectoral activities, the basis of which shoblkel monitoring sectors and
consultation with all involved parties, aiming tepdy the most suitable
combination of available policy tools (Taraszkiexi2004, p. 29). Similarly to
previous communications its priority issues wesoahe activities of industrial
policy oriented horizontally: promotion of reseamid development, small and
medium-sized enterprises (entrepreneurship in gBnesimplification of
administrative and legal environment in which conipa have to function.
Sectoral approach was reflected in special initiegtj directed to the following
industries:  shipbuilding,  chemical, aviation, bmteology and
telecommunication.
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In the era of globalization and increasing inteioral competition the
European Commission presented in 2005 a new, nmbegrated approach for
industrial policy whose aim was to create bettemmiework conditions for
European manufacturing industry in the coming ye@émplementing the
Community Lisbon Programme..New industrial policy in the EU, apart from
the initiatives directed to certain sectors (pharesgicals, chemical, defense,
space exploration, machinery, biotechnology and ormétion and
communication technologies) included seven newsesestor initiatives.

The Commission proposed the following cross-seaibatives:
« Protection of intellectual property rights;

e Creating High-Level Group on Competitiveness, Ewpergnd the
Environment;

» External aspects of competitiveness and markesagce

* Improving sectoral skills;

« Managing structural change in manufacturing;

* An integrated European approach to industrial mebe@nd innovation;
* New legislative simplification programme.

In 2007 the European Commission adopted the conwatioin ,Mid-term
review of industrial policy. A contribution to th&U’'s Growth and Jobs
Strategy” that set out the directions for industpalicy for years 2007-2009
(Przeghd srodokresowy polityki przemystowe)..The approach presented in the
document generally maintains the horizontal apgrqaesented in the previous
communications, it is only complemented by sometasat actions. The
document pursues further implementation of horiaband sectoral initiatives
set out in the Communication from 2005. It enunegdhe following horizontal
initiatives:

e Simplifying and improving the regulatory environnieand reducing the
administrative burden on enterprises (it still régmatop priority in the
industrial policy programmes proposed by the Euaop@ommission).

« The lead market initiative whose aim is to contrébto unlocking market
potential for innovative products and servicesifiing obstacles that hinder
the development of new markets. The instrumentsidiece.g. intellectual
property protection and the availability of ventasgpital..

« The use of standards which not only facilitate #ueess to markets for
innovative products, services and technologiesalsd act as mechanisms
for sharing knowledge.

e The initiative concerning collaborative networkagcls as innovation poles
and research-driven industrial clusters.
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A new initiative on so-called sustainable industp@licy (the concept
combining the industrial development with the depehent low carbon and
energy efficient technologies, products and sesyice

* An initiative on access to natural resources amd maaterials (aiming to
improve the resource efficiency and opening up Hlé market for
renewable raw materials)

* The maintenance of the initiative set out in thaustrial policy programme
from 2005 concerning the improvement of the act¢essxternal markets
(through multilateral and bilateral trade agreersgent

* The development of the initiative concerning stuuak changes in industry
in response to the challenges of globalisationtaokinological advances.

» The industry/services initiative that will conduetdetailed screening and
competitiveness  analysis of the service sectord #@ir impact on
industrial competitiveness.

The analysed programme, apart from horizontalatites, envisages to
undertake two new initiatives in the food procegsamd electronics sector, as
well as further development of initiatives in phagauticals, defense and space
exploration industry.

Having analysed the official programmes supportogpetitiveness in
the EU it can be stated that the EU industrialgyofiince the beginning of the
1990’s has been directed horizontally, which imtig reflected in the shift of
state aid allocation.

4. Trends in state aid allocation in the European bion

The analysis presented in this paper was prepamethe basis of the
reports published by the European Commission ,Sé&deScoreboard”, which
are a complex source of information on state a@higrd in the member states.
The prevailing part of the aid granted to entegwisvas earmarked for
horizontal objectives — on average it accounted8fs$ of total aid $tate Aid
Scoreboard.). Three sectors were excluded from this analyaggiculture,
fisheries and transport as they are under blocknp&ens regulations. The
greatest part of aid available for horizontal objexs in 2006 (above 90%) was
granted by the following countries: Belgium, thee€a Republic, Estonia,
Greece, France, ltaly, Cyprus, Lithuania, Latviaxémburg, the Netherlands,
Slovakia, Finland, Sweden, the United Kingdom (séxde 1).
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In case of the Czech Republic, Estonia, Lithuahatyia, Luxembourg
the whole amount of state aid was granted for bate aid, which means that
in these countries sectoral aid was not grantedl.atlaving assessed the trends
in state aid allocation it must be noted that tistriBution of state aid into two
categories (horizontal and sectoral) is relatialgulative. As E. Kaliszuk puts
it: ,This distribution is stipulative because sorsectors can receive some
horizontal aid, and sectoral aid can be grantedhfmizontal objectives, e.g.
supporting small and medium-sized enterprises afai employment schemes
(Kaliszuk 2001, p. 191). The choice of a type af @ made after establishing
the major objective it is earmarked for, not theegprise that receives it.

Among the other countries (in which horizontal aittounted for 70%—
90% of total aid) we can mention Germany, Spaglaird, Poland and Slovenia.
The smallest part of available aid was granted Horizontal objectives by
Hungary (52%), Austria (51%), Portugal (14%) andt&é7%).

The data presented above confirm the fact thatztwtal objectives
account for a considerable proportion of stateiaidhe majority of member
states. The biggest amount of this aid in the EUv2Z&s earmarked for
environmental protection (29% of total aid in 2086his is the area promoted
strongly by the Nordic countries, Germany, the Mdfmds and the United
Kingdom. Among other horizontal objectives a lapg®portion of aid was
granted by the states of the EU-25 for regionaktigpment (19% of total aid),
especially in new member states and the Meditearaceuntries (76% of total
aid in Slovakia, 67% in Lithuania, 65% in Greecé%in the Czech Republic
and 29% in Spain).

However, it must be noted that in 2006 only 149%tafe aid in the EU-25
was earmarked for research and development, wlsclani area of great
importance in the context of realization of the Hde Agenda. Karpiska-
Mizielinska and T. Smuga claim that: ,investments in R&[ yucial factor to
strengthen the competitiveness of the EU econonhjctwhas to be able to
compete successfully with the American and Asiapbnemy” (Karpiska-
Mizielinska 2006, p. 30). The highest share of R&D aidtaltaid was noted in
Luxembourg (29%), Estonia (28%), Finland and thedbzRepublic (27%),
France (23%), the Netherlands (21%), Belgium (2@#@) Italy (19%). Poland is
one of the states with the lowest share of aidR&D in total aid. (3% of total
aid).

Generally speaking, the share of aid earmarkedR®D in relation to
GDP in the member states differed significantBtafe Aid Scoreboard...
p. 28). In five of them in 2006 this amount excekda average indicator for the
EU (0.06% of GDP): the Czech Republic (0.14% of GO¥nland (0.10 % of
GDP), France (0.09% of GDP), Germany (0.08% of G&R) in Hungary
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Table 1. State aid for horizontal objectives as % dfotal aid, 2006

Horizontal Objective’s

AR BE
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28| 5 |28|8¢| = | | £ |8§| a

5g| 5 |&2|&3| 2 | £ | 2 |83
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|9 © L (@)
UE-25 85 29 19 14 11 1 7 4 15
UE-10 78 2 34 9 9 3 17 4 22
Belgium 98 20 18 20 31 3 3 3 2
Czech Republic 100 3 44 27 18 2 4 0
Denmark 96 34 0 7 0 0 51 3 4
Germany 85 50 19 11 3 0 0 1 15
Estonia 100 4 19 28 8 7 3 32 0
Irland 80 1 25 14 16 3 7 15 20
Greece 90 6 65 2 8 - 5 5 10
Spain 72 5 29 15 9 1 4 9 28
France 97 1 19 23 26 1 19 8 3
Italy 96 3 21 19 33 6 7 6 4
Cyprus 96 0 9 5 18 12 - 51 4
Latvia 100 8 67 - 23 1 - 0 0
Lithuania 100 18 30 11 30 6 5 - 0
Luxembourg 100 6 16 29 33 - - 16 0
Hungary 52 2 25 7 4 1 6 7 48
Malta 7 - - 0 1 3 - 3 93
Netherlands 97 68 2 21 1 0 1 5 3
Austria 51 20 7 10 12 0 1 1 49
Poland 85 1 33 3 7 4 37 0 15
Portugal 14 0 3 0 5 3 3 0 86
Slovenia 88 3 31 13 20 1 11 8 12
Slovakia 95 0 76 2 10 4 1 1 5
Finland 97 36 12 27 6 0 7 7 3
Sweden 99 86 5 4 0 - 0 4 1
United Kingdom 90 35 19 18 5 4 1 8 10

no aid granted;
Yincluding aid for regional objectives;
2 including aid for rescue and restructuring.

Source: $tate Aid Scoreboard, p. 24).
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(0.07% of GDP). The countries with the lowest leirelthis area are Malta
(0.00% of GDP), Portugal (0.00% of GDP), Poland0{® of GDP) and
Slovakia (0.01% of GDP).

The other objectives of horizontal aid were leggpsuted by the EU:

» Aid for employment on average accounted for 7%outdltaid in the EU-25.
It is different in the European countries — a ety high proportion was
granted by Germany (51% of total state aid) an@mb(37%).

» The share of aid for training amounted to 1% odltstate aid. The highest
share in this area was noted in Cyprus (12%).

« Aid earmarked for other objectives accounted for dfstotal aid (this
category includes e.g. aid for trade, internalaaticulture).

Looking at the analysis presented above it canobeladed that there are
significant disparities among member states as afrthe distribution of
horizontal state aid is concerned. This can beagx@tl by the disparities in the
priorities of economic policy, reflecting differeneeds of member states e.g. the
restructurisation of the economy (Katgka-Mizielinska 2005, p. 78).

According to the Lisbon Agenda objectives and thEmmitments
undertaken at the European Councils (the summi&ankholm and Barcelona)
the EU member states gradually redirect stateaigrtds horizontal objectives
(in 2005 it accounted for 83% of total aid, wher@a2004 for 76%) Report.
State Aid Scoreboard,.p. 19). This trend can be observed in the whdle E
including all new member states, even though tlesiel of state aid was much
lower in comparison to the ,old” member states. Tdieare of horizontal
objectives in the EU-10 increased by 36 percenfamets between 20012003
and 2004-2006, whereas in the EU-25 by 17 percenpagts, which means
that the level of increase in horizontal objectitmsthe EU-10 is much bigger
than for the EU-15 (see table 2).

The upward trend in state aid allocation in the ZJwas almost
exclusively the result of a significant increasaid granted for environment (in
the analysed period it increased by 11.6 percentagés). The share of other
horizontal categories such as employment (increbge?.6 percentage points)
and research and development (increased by 1.2mage point) was much
lower. No changes were observed in the share dhdtte remaining categories
of horizontal objectives (regional development, f@idSMEs and training).
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Table. 2 Trend in share of primary objectives in tothaid between 2001-2003 and 2004—-2006
as percentage point difference

Horizontal Objective’s
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UE-25 17.0| 11.6| -0.2 1.7 0.0 0.4 2.6 10 -17.1
UE-10 36.0| -0.4| 18.7] 45 2.5 0.1 7.5 3R -36.7
Belgium -0.7 95| -19.9 1.2 119 2.7 -6.6 05 0.7
Czech Republic| 78.2 34 41p 21|18 9)8 0(3 1.6 - -83.0
Denmark 24| -6.8/ -0.2 0.4 -0.3  -2p 6.6 05 2.4
Germany 204 193 -0.6 1.2 -0.8 0.p 0/1 0/6 -20|4
Estonia 55 -6.4| -11.8 8.3 0.6 2.9 18 10.6 -0.8
Irland 26.2| 0.9 3.3 4.8 9.8 0.2 -0.8 8.0 -26.2
Greece 2.2 45| -19.7 24 4% - 7.7 2|8 2.2
Spain 143| 2.8 6.3 5.9 1.0 26 -0f7 1l6 -14.3
France 10.1| -1.4 1.6 -0.5 26 01 125 07 -10/1
Italy 0.3 0.4 -7.3 4.2 -4.6 3.7 4.8 -1.0p -0.3
Cyprus 285 0.2 0.5 2.7 0.2 4.4 - 2015 -28.6
Latvia 51.7| 28| 37.2 - 13.6 0.4 - -2.p -51.2
Lithuania 73.6| 10.6| 31.5 6.5 194 26 39 -1.0 673
Luxembourg 0.0 4.1 -252 115 9.2 - - 0.3 0.0
Hungary 7.1 -2.4 34 2.2 -3.3 0.1 -10 8.1 -7.1
Malta 0.9 - - 0.0 0.3 1.2 - -0.6 -0.9
Netherlands 15 17.5 59 -48 -1p 0,0 0{4 43 5-1
Austria -21.8| 84 -8.0| -22.1 49 28 -19 -0)1 1.
Poland 30.8| -1.0 125 1.3 3.q -10 157 04 -30/8
Portugal -3.2 0.0 -2.0 0.5 3.5 25 -0J6 0/0 3.2
Slovenia 10.3] -10.3 15. -2.3 3.4 -04  -05 51 511
Slovakia 14.3| 0.0 1048 -1.8 3.1 25 04 -0.6 -14]3
Finland 0.2 8.7 -0.3] -6.1 -2.7 0.0 0.3 0.2 -0.2
Sweden -04| 27 -39 -84 -24 -1)0 o1 -1p.7 *12
United Kingdom| 5.3 51 0.4 -4.3 -3.1 3.2 (0) ! 3l6 6 3.

no aid granted,;
Yincluding aid for regional objectives;
2 including aid for rescue and restructuring.

Source: $tate Aid Scoreboard, p. 24).
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The clear positive trend in redirecting state aidswobserved in the
majority of member states, in 7 countries it ineegh more than the EU-25
average: the Czech Republic (+78,2 points), Lithmgr73,5 points), Latvia
(+51,7 points), Poland (+30,8 points) and Cyprua3(points). This remarkable
increase can mainly be explained by an increaseegional aid (the Czech
Republic, Latvia, Lithuania, Poland), employmend @Poland), aid to SMEs
(Lithuania, Latvia) and aid for R&D (the Czech Rbpe). A much lower share
of horizontal aid in total aid was noted only ingtria (-21 points, which can be
explained by restructuring aid granted in 2007 BABAG (Report. State Aid
Scoreboard.,.p. 23).

5. Conclusion

Having analysed the EU industrial policy programnmeglemented since
the beginning of the 1990’'s of the previous centiirgan be stated that the
European Union concentrates mainly on the followargas: promotion of
research and development, small and medium-sizetpeises, qualifications,
employment, environmental protection, supportingfraistructure and
eliminating administrative barriers for compani@dl. theses actions prove that
the EU industrial policy is directed horizontalllhe Community takes
responsibility for creating friendly economic eronment for the companies to
function, but is the companies themselves tharesponsible for creating their
competitive advantages. However, the horizontaldri@ industrial policy does
not exclude sectoral actions. The guidelines olustidal policy programmes
stress the need for complementation horizontahinses with sectoral ones.

The EU approach to industrial policy is confirmgdebhigh share of total
aid earmarked for horizontal objectives in the whd&uropean Union and
respectively in individual member states. Howewtemust be noted that in new
member states the share of aid for horizontal dbgx is below the EU-25
level, which can be explained by the structurabdehtion of these countries.
The relatively highest share of aid for horizontdjectives in the EU-25 is
directed at environment and subsequently regiorakldpment and research
and development

Together with the shift in the industrial policy d@ in the EU (from
sectoral to horizontal approach) the share of batal objectives gradually
increases (it is the result of a significant insean aid for environment and
subsequently, employment aid and research and agweht aid) this trend is
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visible not only the European Union as the wholet &lso in new member
states.

In spite of the fact that some general trends afesallocation can be
observed, it must be noted that individual memltates differ significantly in
the directions of horizontal state aid, which canjbstified by their different
economic needs.
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