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Summary

Purpose — The aim of the paper is to identify the directions and instruments of state aid (with the
exception of agriculture and the transport sector) used in Poland and to identify their specificities in
relation to other countries of the European Union.

Research method — The achievement of the above purpose required the use of research methods such
as the analysis of legal acts, the collection and analysis of secondary data and the processing of the
collected factual material using descriptive statistical methods. The data source was The State Aid
Scoreboard, together with a vatiety of reports from the Office for Competition and Consumer
Protection.

Results — In 2017, the amount of state aid in Poland was twice as high as the average indicator in
the European Union (1.51% and 0.76% respectively). Regional development (27.3%) was the main
beneficiary of its allocation, while environmental protection was 55.4% in the EU. A specific feature of
state aid in Poland is its sustainability, which does not exist to a similar extent in other Member States.

Originality [ value — According to the authot's knowledge, this is one of the unique research papers
devoted to the problem of state aid, especially in the context of the indication of the specific
characteristics of state aid in Poland against the background of the countries of the European Union.
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1. Introduction

In contemporary market economies and also in more liberal ones, the role of the
state extends considerably beyond the role of a “night watchman” that is assigned
by classical economists. Increasing awareness of the imperfections of market
mechanism as the allocator of limited economic resources resulted in expanding the
state activity into numerous other areas. Therefore, the state not only establishes the
law, but is also involved in the production and supply of goods and services (more

1 Article received on 24 March 2020, accepted on 29 May 2020.
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frequently not only the public ones), is the acquirer of goods made by the market
sector, is involved in the redistribution of income and has influence on the beha-
viours of businesses by means of regulations and interventions [Kogut-Jaworska,
2016, pp. 188-189; Przygodzka, 2009, pp. 60-61].

In the European Union (similarly to Poland) the leading role in the process of
creating economic growth and the functioning of the economy, was attached to the
mechanism of market competition, which is clearly visible both in the Treaty on the
European Union [TUE, 2016, Preamble, art. 3], the Treaty on the Functioning of
the European Union [TFUE, 2016, art. 107] and in the Constitution of the Republic
of Poland [1997, art. 20 and 22]. Thus, “any aid granted by a Member State or
through State resources in any form whatsoever, which distorts or threatens to
distort competition by favouring certain undertakings or the production of certain
goods shall, in so far as it affects trade between Member States, be incompatible
with the internal market” [TFUE, 2016, art. 107]. Simultaneously, owing to various
conditionings the state is allowed to intervene, but the only competence in terms of
establishing the rules of competition necessary for the functioning of domestic
market was given to the European Union [TFUE, 2016, art. 3]. As compliant with
the domestic market there are (or may be) considered, among others: social aid, the
aid connected with neutralising the effects of extraordinary events, the aid dedicated
to fostering economic development of regions in difficult social and economic
situations, the aid allocated to supporting the realisation of important projects of
mutual Buropean interest or aimed at addressing serious disturbances in the
economy of a member state. The EU regulations specifying the recommendations
related to the admissibility of state aid are constantly changing and are adapting to
the changing conditionings on a global and regional scale as well as the conditions
within member states. However, importantly, to a constantly larger degree (within
the so-called block exemptions) they enable member states to select in a more
flexible way both the directions of the state aid being used and instruments (by
means of which it is realised), which is connected with the diversification of public
policies in those states [Rezolucja. .., 2013].

In this context it is interesting whether (and if so) to what degree the state aid
used by the Polish government towards businesses is similar or different from the
aid realised in other European Union countries.

Therefore, the aim of this paper is to identify the directions and instruments of
state aid (apart from agriculture and the transport sector) used in Poland and to
indicate their specific character against the background of all other countries of the
European Union. Furthermore, the paper attempts to verify the following thesis: the
dimension, allocation and the state aid instruments used in Poland are different in
comparison with other EU Member States.

The realisation of the aim and the verification of the thesis required the
application of such research methods as: the analysis of legal acts, the analysis of
secondary data as well as the processing of the accumulated factual material by
means of descriptive statistical methods. The sources of data were: State Aid
Scoreboard (SCB, i.e. the database based on the information from the reports on the
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provided state aid that was submitted by EU member states to the European
Commission) and the reports from the Office for Competition and Consumer
Protection which supervises the compliance of the method state aid is distributed in
Poland (with the exception of agriculture) with both EU and domestic law. The time
range of the research comprises the years 2014-2017 and is justified by changes in
the regulations related to the admissibility of state aid that were implemented in
2014 including the new financial perspective and the fact that the data included in
the base (during the research realisation) concerned the year 2017.

2. The scope of state aid

In accordance with the State Aid Scoreboard 2018 method, that data included in
the base comprises the expenditure of Member States which was related to all
existing aid measures for industry, services (since 2014 also in terms of the
renewable energy programs), agriculture, fishing and transport with reference to
which the European Commission adopted a formal decision or received application
from member states as the measures eligible for exemption under the regulation on
block exemptions (GBER), the decree on block exemptions in agriculture (ABER)
or the decree on block exemptions in the fishing and aquaculture sectors
[The State. .., 2018]. Significantly, this aid does not include the measures serving the
financing of the services provided in the public interest. These are services which
are classified by the public authorities of member states as the services that serve the
general interest — therefore, there is special public obligation to offer them [Guide to
the application..., 2013]. They comprise: the services provided in the general
economic interest (e.g. waste management, postal services), services of non-
economic character (e.g. the police, the judicial system) and social services provided
in general interest. The calculations included in the base do not include the
expenditures on the aid specified as de minimis. It is a particular category of support
provided by a state because it is believed that owing to its small value it does not
disrupt competition in the EU dimension [Act, 2013]2. The statistics concerning
state aid separately include the expenditure on the support for public transport and
railways. The analysis shown below does not include the expenditure (similarly to
the situation in agriculture). It should also be stressed that the figures quoted in the
reports submitted by member states are only an estimation, while the basis for
calculating the value of state aid is the so-called economic benefit transferred to
enterprises by means of public resources or either the cost or loss of income for
public authorities. They may be estimated in several ways: in the case of subsidies
the advantage granted to the beneficiary usually corresponds to the budget

2 It should also be pointed out that in Poland in 2017 the value of de minimis aid amounted to € 1.6 bln
(0.34% GDP), i.e. it constituted approx. 25% of the total value of state aid [Raport o pomocy de mininiis. ..,
2018, p. 7].
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expenditure. Whereas in case of other aid instruments the advantage for the bene-
ficiary and the costs for the government may vary?.

During the period 2014-2017 the scope of state aid in the entire European Union
increased from € 91.3 bln to € 110.7 bln [State aid..., 2018]. This trend is not
identical in all countries. Examples of countries where this aid was reduced in the
period analysed are Greece (in 2017 the value of aid in this country was four times
lower than in comparison with 2014) and Latvia. In Poland, the value of state aid
increased from € 4.7 bln in 2014 to € 7 bln in 2017, which was connected to the
activation of the streams of aid measures from the operational programs partly
financed from the EU funds [Raport o pomoyy..., 2018, p. 15]. Simultaneously, in terms
of the dimension of state aid, Poland occupied fourth position in 2017 and was
preceded only by Germany (€ 42.3 bln), France (€ 16.8 bln) and Great Britain (€ 8.5
bln). These four countries in 2017 received approximately 67.4% of the total value
of state aid in the EU.

Poland belongs to a cluster of countries where the relative level of state aid is
high — namely the index of the state aid share in GDP in 2017 amounted to 1.51%
and was almost two times higher than in the European Union (table 1, chart 1).
The nations with the highest index included: Hungary (2.67%), Denmark (1.9%),
Latvia (1.77%) and the Czech Republic (1.51%). Adversely, the lowest percentage of
state aid in GDP (below 0.5%) was observed in Ireland (0.23%), Luxembourg and
Greece (0.29% in each country), Spain (0.31%), Slovakia (0.32%), the Netherlands
(0.33%), Italy (0.34%), Great Britain (0.38%) and Portugal (0.45%). Therefore, both
the first and the second group included both the “old” and “new” member states,
either more or less developed ones. It may indicate that the value of state aid is
affected not only by the size of the economy and its condition, but also by other
factors. This conclusion is cautious — its accuracy can be verified by expanding the
analysis over a longer time period*.

It should also be pointed out that state aid in Poland in 2017 reached a record
value — starting from 2000 its highest level was recorded in 2003 — € 5.3 bln.
Therefore, the value of it varies over time (chart 1).

3 For example, as regards guarantees, the beneficiary avoids the risk connected with it because it is
taken by the state. Such risk taken by the state usually ought to be rewarded by an appropriate
premium. In the situation where a state renounces either the entirety or part of such premium there
occurs both the benefit for the enterprise and the burden for public resources. Therefore, if a state
never made any payment under guarantees, there may exist state aid within the meaning of art. 107
item 1 TFUE. This aid is given when the guarantee is granted, but not when it is activated or when
payments are made according to the terms of the guarantee [The State..., 2018].

4 One should remember that in this case the problem lies in the state aid from the perspective of EU
legislative regulations instead of public support as such. As it has been emphasised, if this support is
connected with providing setvices in the public interest or connected with de minimis aid, it is not
subject to the law on state aid which, in turn, may lead to the hazards connected with the occurrence of
state unreliability. Further on this subject in: [Lissowski, 2017, pp. 23-24].
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CHART 1
State aid in Poland and the European Union in the years 2000-2017
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Source: own elaboration based on: [State Aid Scoteboard, 2018].

3. Directions of state aid distribution

The European Commission considers as consistent with the domestic market
the state aid in areas such as: a) regional aid; b) assistance for SMEs in the form of
investment aid, operational assistance and the access of SMEs to financing; c) aid
for the natural environmental protection; d) aid for research, development and
innovation; ¢) aid for training; f) aid for the recruitment and employment of workers
being in particularly adverse situation and for disabled workers; g) aid aimed at
improving the losses caused by some natural disasters; h) aid of social character in
terms of transport for the inhabitants of remote regions; i) aid for broadband
infrastructure; j) aid for culture and for the preservation of cultural heritage; k) aid
for sport infrastructure and multifunctional recreational infrastructure; 1) aid for
local infrastructure; m) aid for regional airports; and n) aid for ports [Act, 2014, art. 1].

As underlined in the report evaluating the state aid mechanism, in the early 1990s
more than half of aid measures was addressed at supporting the development of
sector development and restructuring while in 2017 approx. 94% of the total
expenditure on state aid was allocated for horizontal objectives being the subject of
mutual interest [SZate aid..., 2019] such as: environmental protection (55.4%),
research, development and innovations (7.9%) and regional development (8.9%)
(table 1), which should be assessed in a positive way. Simultaneously, member states
have a wide discretion in determining the objectives and ways of realising state aid
(naturally while still being compliant with the EU law). As a result, in 15 of them the
highest level of expenditures was allocated for environmental protection and low-
carbon economy (on average — more than 60%, where the highest level of aid for
that purpose (both in absolute and relative terms) was observed in Germany —
85.5%). Regional aid was predominant in countries such as: Portugal (61.9%),
Greece (53.2%), Croatia (41.8%), Slovakia (29.5%) and Hungary (28.1). In Poland,
the dominating direction of state aid is also regional policy. — In 2017 every third €
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was allocated for this purpose (table 1). What distinguishes Poland in the entire
European Union and in comparison, with other countries is the concentration of
funds in four directions: regional policy (27.3%), R&D and innovations (16.7%),
environmental protection (19.8%) and employment (10.7%). Owing to such
structure of state aid (in comparison with other EU member states) its sustainability
is clearly observed and illustrated in chart 2.

CHART 2
The directions of state aid distribution in Poland and EU in 2017 (in %)
Poland EU together
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development
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Source: own elaboration based on: [State Aid Scoteboard, 2018].

Among EU member states similar sustainability in the way state aid is distributed
can be observed only in France, however the dominating role in this country is
played by: environmental protection (26.8%), the support of consumers (19.1),
regional development (16.8%) and sector aid (14.1%).
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TABLE 1

The dimension, ditections and instruments of state aid

in the European Union in 2017

o Including directions (in %): Including instruments (in %):
PR ; , .
5| =z 3 : 5| § :
.| & e lEgles| 9| 8| w |2\ B|EF 8|8 8
= S| E|AE|€8| 2|83 (85/8|5|3|2]£8)|38
Austria 051 17366 | 40 | 00 | 770 | 14 [ 112 | 06 | 42 | 00 | 1.6 | 0.0 | 724 | 06 | 269 | 0.7
Belgium 0.53 | 2204.8 219 5.4 4.2 5.9 36.9 8.8 5.8 0.0 |11.1| 7.0 | 534 0.9 | 37.6 0.6
Bulgaria 148 | 6629 | 1.1 | 01 [782] 202 02 |00 | 00 [ 00| 02|00 |243] 00| 74 | 683
Croatia 1.23 476.3 13.3 0.8 9.7 | 41.8 0.2 0.9 21.7 | 0.0 |11.6| 0.0 | 869 | 2.3 35 7.3
Cyprus 0.60 104.2 33.6 0.0 | 52.1 0.0 0.5 13.2 0.1 0.0 [ 05 ] 00 [837] 0.0 |11.3 0.0
CzechRep. | 1.51| 26762 | 45 | 00 [ 655105 [ 121 | 1.1 | 02 [ 00 | 61 | 0.0 [339] 01 | 73 | 587
Denmark 1.90 | 4396.8 1.6 19.8 [ 67.2 | 0.3 3.2 5.9 0.7 0.0 1.3 ] 03 (429 0.2 | 55.7 0.9
Estonia 107 2359 [ 179 ] 00 |672] 36 | 34 | 36 | 00 | 00| 43|00 |753] 00 241 06
Finland 096 | 1821.3 2.2 29 | 719 3.6 7.5 5.8 2.8 0.0 | 33 | 03 |459| 0.7 | 52.7 0.4
France 076 | 16824.6 | 82 | 00 | 268 | 168 | 48 [141| 65 [191| 37 | 07 [454 ] 2.2 | 426 | 9.1
Greece 0.29 427.3 0.1 1.9 4.6 53.2 0.8 0.4 0.2 0.0 {388 0.0 [99.7] 0.0 | 0.0 0.3
Spain 031 30234 | 67 | 19 | 40 | 65 | 108 [ 188 | 21 [229[263] 0.0 | 663 | 47 | 289 0.1
Netherlands [ 033 | 19623 | 61 | 00 | 584 | 01 | 146 [125| 1.8 | 00 | 6.5 | 0.3 [826] 3.6 | 127 | 44
Ireland 0.23 528.3 5.1 0.0 [ 614 ] 89 15.6 0.0 1.8 0.0 | 72100 [8.6] 24| 7.6 0.4
Lithuania 109 | 4414 | 449 | 65 [311] 95 | 26 | 21 | 04 |00 |29 |03 [37.7] 00 |243 | 377
Luxembourg | 0.29 149.8 4.8 0.1 | 60.1 0.0 22.9 0.3 1.2 0.0 1.7 1 0.0 199.0| 0.0 | 0.0 1.0
Latvia 177 4363 | 199 ] 00 | 89 | 46 | 29 |612| 01 |00 |24 | 16 |[859] 07 [117] 01
Malta 0.79 88.6 8.2 3.2 0.7 36.9 0.2 49.1 1.0 0.0 [ 0.7 ] 00 [359] 1.9 | 49.2 | 13.0
Germany 1,1 423132 | 1.1 | 00 [855] 27 | 31 [ 03 | 25 [ 00 |48 |00 [755] 03 [239]| 0.3
Poland 1,.1 7070.7 4.4 10.7 | 19.8 | 27.3 16.7 5.7 14 0.0 |14.0]| 0.2 | 849 1.7 | 11.9 1.3
Portugal 0.45 836.5 0.0 0.0 0.0 | 69.1 9.0 0.0 17.8 39 [ 02 | 0.4 [269]455|11.6 | 15.6
Romania 050 | 9221 | 07 |00 [832| 73 | 52 [ 00| 00 |00 |36 ]00][207]00]115] 588
Slovakia 0.32 221.5 5.8 0.3 [29.5] 29.5 3.1 0.0 0.0 0.0 |31.8| 0.0 |529| 0.0 | 41.4 5.7
Slovenia 088 | 3676 | 28 268|495 | 57 | 94 [ 02| 1.0 | 00 | 46 | 00 |659] 00 |332] 09
Sweden 091 | 43353 1.2 0.1 | 73.2 1.6 3.9 53 0.5 0.0 [142] 0.0 [289] 0.0 | 70.9 0.2
Hungary 267 31275 | 231 | 41 | 77 | 281 | 140 | 1.4 | 14 [ 00 [202] 09 [922] 02 | 66 | 01
Great Britain | 0.38 | 8 547.6 10.3 0.1 | 43.8 3.9 212 0.2 15.0 | 0.0 5.5 1.0 | 582 0.2 | 347 8.5
Ttaly 034 | 47462 | 51 | 7.4 [ 188 | 107 | 116 | 32 | 32.6 | 0.0 [10.6] 0.0 | 583 | 3.9 | 268 | 11.0
UE together | 076 [110685.0 | 51 | 23 [ 554 | 89 | 79 | 46 | 52 [ 36 | 7.0 | 04 [639] 1.3 | 293 | 51

* State aid

Soutce: own elaboration based on: [State Aid Scoreboard, 2018].
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4. State aid instruments

As it has already been emphasised, state aid constitutes either the expenditure or
loss of income for public authorities and the benefit for recipients. However, the
element of aid, i.e. the ultimate financial benefit included in the nominal sum
submitted to the beneficiary depends, to a large degree, on the form in which aid is
provided. To make a comparison of these benefits possible, the calculation of them
is made into the so-called gross subsidy equivalent. It is the actual economic advan-
tage achieved by an entrepreneur in a certain form of aid>.

In principle, member states of the European Union provide aid by means of four
groups of instruments: subsidies and tax reliefs, capital injection, preferential loans
as well as guarantees and sureties. The data presented in table 1 shows that more
than 93% of state aid is given to businesses by means of subsidies (63.9%) and tax
reliefs (29.3%). A subsidy (including a refund or compensation) is the most
transparent form of aid. In practice, it relates to the transfer of budget funds to the
beneficiary. This instrument is most preferably used in most EU member states.
In such states as Greece or Luxembourg it regards almost 99% of aid measures
(table 1). In Poland almost 85% of aid measures are implemented using subsidies
(chart 3). A positive aspect of using them is the release of own funds of the
beneficiary (in 2017: 61% of the value of state aid in Poland was eligible for co-fin-
ancing while in the EU it was on average 11%) [State aid.. ., 2018].

CHART 3
State aid instruments in Poland and EU in 2017 (in %)
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Source: own elaboration based on: [State Aid Scoteboard, 2018].

Tax reliefs have an entirely different character. This term denotes such instru-
ments as: tax exemption, tax deduction, reduction of decrease causing the lowering
of the tax base or of the tax value, reduction in the value of the payment, the

5 This mechanism regulated by the Regulation of the Council of Ministers of 11 August 2004 on
detailed method of calculating the value of state aid granted in various forms [Act, 2004].



The specificity of state aid in Poland in comparison with EU countries 87

exemption from the payment, the discontinuance of tax collection, the write off of
all or part of the tax debt including plus interest, etc. In comparison with subsidies,
tax reliefs have an entirely different commercial substance. Firstly, they constitute
the loss or the resignation from the part of incomes due to the state. Secondly, in
general, they may be used by those businesses that will achieve economic surplus.
Therefore, this instrument encourages an economic activity. In Poland, the share of
tax reliefs in financing state aid in 2017 was three times lower than it is on average in
the EU and it amounted to 11.9% (table 1, chart 3). It is worth emphasising that this
instrument is extremely popular in all Scandinavian countries — in 2017 its share was
higher than 50%, while in Sweden it amounted to as much as 70%.

Other forms of financing state aid have rather marginal importance. Across the
EU they are not higher than 7% of the total value of this aid.

5. Conclusions

The considerations presented in this paper imply that the European Union as
a general rule protects the mechanism of market competition, by determining the
principles of the way the EU market ought to function. State aid used by EU
member states as a form of intervention must comply with the mutual market and
must not distort competition. The analysis of the dimension, directions, and
instruments of state aid (with the exclusion of the sectors of transport and agri-
culture) used in 2017 in Poland in comparison with European Union member states
enables the formulation of several conclusions.

1. In the scale of the entire European Union, between 2014-2017 the value
of state aid was increasing both in absolute and relative terms, while in 2017 it
constituted 0.76% GDP. In Poland in 2017 it amounted to more than € 7 bln
euro (1.51%), owing to which Poland occupied the fourth position. It is
worth emphasising that it has never been so high (its highest level was
recorded in 2003 — € 5.3 bln).

2. In the European Union there is cleatly observed the dominating concentra-
tion of aid measures on environmental protection (55%), while in Poland the
main direction of state aid is regional development, of which there was
allocated more than 27% of aid measures in 2017. As regards the share in
public support not less important areas are: environmental protection (19.8%),
R&D and innovations (16.7%) and employment (10.7%) which are included
into the so-called horizontal aid.

3. Therefore, one may assume that the structure of state aid directions in Poland
in comparison with other European Union is clearly different and is
characterised by their sustainability.

4. In financing state aid, a key role is played by subsidies and tax reliefs.
In Poland, the share of subsidies in 2017 amounted to 85% and it was by
approx. 20 p.p. higher than it is on average in the EU. Adversely, the share of
tax reliefs did not exceed 12%, while in the EU it amounted to 30%.
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Although these differences are clear, they are not the evidence of conside-
rable difference in comparison with other states because the universal
practice of member states is the applications of the aforementioned two
instruments during the implementation of state aid.

With reference to the thesis formulated in the introduction, it can be concluded
that it was only partly verified in a positive way. Namely, in the relative perspective,
the value of state aid in Poland is high in the context of other countries of the
European Union, while in 2017 it was about twice its average level in the EU.
Additionally, in terms of state aid, Poland differs from other EU member states due
to the sustainability connected with the directions of distributing it. Meanwhile,
what was not confirmed was the occurrence of considerable differences in terms of
the state aid instruments that was being used.

In summary, it is worth noting that state aid is an important instrument of state
intervention. Although (as the presented data implies) its value in the entire
European Union does not exceed 0.8% GDP (with the exception of the sectors of
transport and agriculture), it is solely a part of considerably greater public support
that goes beyond the formal regulations from the domain of state aid. Despite the
discussion (which has been led by economists for many years) on the effectiveness
of the money spent by the government, this support plays an essential role in
particular moments of economic development: crisis, transformation, restructuring,
etc. The paper is being compiled during an unusual and unique moment: when
coronavirus is spreading worldwide (including in Europe and Poland) and when the
negative effects of the pandemic will go far beyond the issues of public health.
Economic slowdown can be observed presently, while the future prospects are very
pessimistic. In such circumstances the expectations regarding the activity and
involvement of state are still increasing. In the second half of March 2020 the
European Commission announced the proposals of changes in the regulations
concerning state aid of member states. Apart from the confirmation that the current
situation is exceptional and satisfies the provisions excluding the prohibition of state
aid, there were announced four assumptions of legislative proposals [www 1].
Furthermore, the European Commission provided member states with additional
measures in their fight against the pandemic, enabled the purchase of medical
supplies, equipped hospitals and offered support programs for small and medium-
sized enterprises and also initiated short-term programs to support employment.
From the total sum of € 37.3 bln, Poland will receive € 7.4 bln [www 2]. It is highly
likely that it will be solely a fraction of money that should be spent on saving eco-
nomies and the purposes of distributing the money will be subject to considerable
transformation.
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