%‘““‘“\N Ag Econ sxes
/‘ RESEARCH IN AGRICUITURAL & APPLIED ECONOMICS

The World’s Largest Open Access Agricultural & Applied Economics Digital Library

This document is discoverable and free to researchers across the
globe due to the work of AgEcon Search.

Help ensure our sustainability.

Give to AgEcon Search

AgEcon Search
http://ageconsearch.umn.edu

aesearch@umn.edu

Papers downloaded from AgEcon Search may be used for non-commercial purposes and personal study only.
No other use, including posting to another Internet site, is permitted without permission from the copyright
owner (not AgEcon Search), or as allowed under the provisions of Fair Use, U.S. Copyright Act, Title 17 U.S.C.

No endorsement of AgEcon Search or its fundraising activities by the author(s) of the following work or their
employer(s) is intended or implied.


https://shorturl.at/nIvhR
mailto:aesearch@umn.edu
http://ageconsearch.umn.edu/

Perspectives of Innovations, Economics & Business, Volume 4, Issue 1, 2010
www.pieb.cz

THE MINIMISAID, A POSSIBLE ALTERNATIVE
FOR SUPPLEMENTING THE BUDGETS OF
SMESFOR ENHANCING COMPETITIVENESS
THROUGH THE CAPACITY OF INNOVATION -
THE ROMANIAN CASE

JEL Classifications: G38, 031

FLORIN TUDOR, PH.D.

Faculty of Law, Social and Political Sciences

“Dunarea de Jos” University of Galati, Romania

Key words: Innovation, the minimis aid, financial crisis, coetipveness.

Abstract: The latest Scoreboard of the European Commissigardéng the state aid shows that the Member Statesising

increasingly more opportunities offered by EU rutes state

aid. This paper comes to clarify the fisnef accessing the

minimis aid by traders, as capital contributionsagntees, risk capital measures in the innovgirocess, to create a new

product, introducing a new method of manufacturergering
material.

Introduction

According to the definition of the English econom
Schumpeter the innovation is the action whose onécts to
produce something else or to produce in a diffenegner. It
is recognized that under the principles of Schuempéhe
innovation implies the following activities: creati of a new
product, introducing new manufacturing methodseeng in
a new market, using a new material, a new organoizaif
business, creating a new image of the company.

Of the several types of innovation mentioned, tingt fs
aiming the technological innovation, and the réghem have
only an economic meaning. An innovation, to be aife,
must have an accurate goal and be simple. Whetirgyean
innovation is wrong to believe that this can reviolnize the
entire domain. The market success can also beneotdy
using small steps, but firms.

To identify the way in which the change should kedmis
necessarily to follow some stages and as resuibtain the
materialization of new ideas. Innovation, accordincknown
principles, is materialized in a series of actestimore or less
interrelated: a movement upstream: (knowledgeresearch
— new product, new technology), a movement of hartialo
transfer (innovations— new applications), a new form d
organization (management) company activitya new image.
Therefore, the innovation is the specific instrumeh the
entrepreneur, the means by which it exploits chaagean
opportunity for a given activity.

Romania, the country who recently joined the Euamp
Union, must achieve a number of improvements tallle to
meet European competitiveness, to develop theioviation
capacity, to support effective organizations byoemaging
the process of acquiring knowledge.

Innovation is a global process of technological creativ
and business, the transfer of new ideas or a nexweqb until
the final stage of a new product, process or seraicepted
by the market. All dealers who prove their innovatideas,
can access minimis aid which can be an alternative

in a new market or creating a new maudadting for a new raw

supplement budgets for increasing competitivenéssugh
innovation capacity.

Minimis aid (or de minimis aid) is a measure of soit
accorded to enterprises, regardless of its size&shndioes not
exceed 200 000 Euro over three years for tax pegp¢s00
000 Euro for any company operating in the transpector).
Minimis aid is a threshold value, more exactly smt@amount,
rather than a threshold percentage of project céistsay be
granted by any public institution. Therefore, i {hurpose of
administrative organization, it is essential timeg &id provider
to require from the potential beneficiaries to ne@Emy form
of de minimis aid received from any source, in It three
years.

S

State aid in responseto financial crisis

In 2007 and 2008 Member States have allocated on
average 80% of their aid to horizontal objectivesnpared
with about 50% in mid 1990. Faced with ongoing ficial
crisis, coordinated action by Member States and the
Commission has ensured the mobilization of some fas
mechanisms to support financial sector in accoreavith EU
rules on state aid.

The exceptional situation of the market and theydar
number of notifications provided are a significahtallenge
for the Commission, which is required to resolvesth cases
quickly, while ensuring that the measures are prtoptate
and avoiding discrimination between companies. Vgitiod
cooperation with Member States and establishinga@dr
b procedure, the Commission has succeeded to respmnd
notifications and to take decisions in record tim@netimes
even within 24 hours (see, for example, BradforBi&gley?).

f

ty %2 The European Commission has authorized, under E@tyr
state aid rules, the UK authorities’ package of snees designed to
ensure financial stability, protect retail deposit@nd support the
orderly winding down of Bradford & Bingley, the Ukkhortgage
bank. The Commission was in contact with the UKhatities to
support in the design of measures that could compith
competition rules. It received a formal notificatioon 30th
September, and was able to decide within 24 hdwatsthe state aid

! See definition under the OECD Frascati Manual, 1981

measures comply with EU rules on rescue aid. Thedutaorities
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The latest scoreboard European Commission on atdtg
shows that the financial crisis has multiplied tb&al aid to
EUR 66.5 billion or 0.52% of EU27 GDP in 2007 to9%y
billion or 2.2% of GDP in 2008. Excluding the csis
measures, the total aid in 2008 was EUR 67.4 hikin0.54%
of GDP (Table 1).

Coordinated measures adopted on time for MembeesS
and the Commission have helped maintain finan¢adility.
Commission authorized the rapid implementation ehsures
to support unprecedented, but at the same timeptoscted
the single market against disproportionate disiogi of
competition. This support is unrelated to the srisind
remained generally stable and oriented towardsctbgs of
common interest.

Coordinated action by Member States and the Cononis
and the introduction of specific rules for the i&riallowed the
rapid implementation of several aid schemes andhed
measures which do not undermine fair competitiothénEU.

Total funding crisis made available by Member $tated
approved by the Commission in 2008 was 3 361 billibhe
nominal value of crisis funds actually engaged bgniber
States in 2008 was much lower and amounted to 868nb
(Table 2). The state aid element of this amouestimated at
EUR 212.2 billion or 1.7% of GDP EU-27. The aidretnt is
significantly less than face value, especially hsea aid
element of state guarantees is normally only a Ispzat of
the guaranteed amounts. Also, actual budget expead
materializes only when a State guarantee is -effegti
enforced.

In addition to financial crisis measures, Membeat&t
continued their efforts to properly redirect aidwards
horizontal objectives of common interest. Approxiety 88%
of the aid to industry and services is now directed
horizontal objectives of common interest while thecue and
restructuring aid without regard to the crisis @ased greatly
The rescue and restructuring aid are governed dgdime setf
of guidelines, because in both cases the publicoaities are
facing with a firm in difficulty. In particular, #th Commission
notes a greater focus on regional aid and aid désearch,
development and innovation which, in turn, is expdcto
encourage job growth in the future.

Minimisaid ableto simplify the state aid

Following the reforms launched in 2005 through f{

Action Plan on State aid, a growing number of aiebsures
are now exempt fronex ante control of the Commission b
the de minimis regulation, or by the General Bl&xemption
Regulation (the see IP/08/1110 / July 7, 2008)sHtiows the
Commission to focus on the most serious casessvértion

of competition. Already in 2007, before the simipktion

rules, aid measures exempted categories accounté&%o of
all measures compared with 40% in 2002, althoughishnot

have committed to submit a restructuring and/ouvitlgtion plan
within six months, which will be examined by therf@mission under
its rules on restructuring aid. Reference: [|P/@8701/10/2008-
http://europa.eu/rapid/pressReleasesAction.dozmefe—IP/08/1437
&format=HTML& aged =0&language=EN&guiLanguage=en

2 yet reflected equally in the costs: 13% of total gianted by
the block exemption in 2007 (compared with 6% irD&0
Because of the simplification rules the Member &tatre

i now granting more easily, the right type of aid afd
particular, they facilitate the access to finanspeeially for
SMEs, enabling a more effective approach to fingnand

g€conomic crisis current.

The simplification rules authorize aid for SMEssearch,
innovation, regional development, training, empleymand
venture capital. It also authorizes the environmaleaid, those
aid measures promoting entrepreneurship, such dasfoai
young innovative enterprises, aid for newly creatzdall
enterprises in assisted areas, and measures tagkbblems,
like difficulties facing female entrepreneurs imns of access
to finance. The simplification rules are encourggMember
States to focus the state resources on aid thhbwibf real
benefit to job creation and competitiveness, reutycihe
administrative burden for public authorities, thenbficiaries
and the Commission. This new general block exemptio
regulation consolidates and harmonizes into onetbexrules
previously in five separate Regulations, and emgrghe
categories of State aid granted exemption. It taile effect
20 days after publication in the Official Journallowing
Member States to grant better targeted aid immelgiat

Also, this regulation is an important and immediate
contribution to the Small Business Act adopted Ine t
Commission in June 2008 (see IP/08/1003). It wilbva
Member States to support SMEs in different stadethair
development. All of the 26 categories of aid codefsy
Regulation can be granted to SMEs. To the exteait ghch
aid is available to large companies, SMEs will Bigrfeom a
special.

Categories of aid authorized by the general block
exemption regulation are aid for: investing andi@ection jobs
in the SME, providing risk capital, research andedepment,
technical feasibility studies, the costs regardimg industrial
property rights, the obtaining of patents/licensésr
inventions and innovations, innovative enterpris@sovation
advisory services and support services for innowati

[

Romania: The description of the current situation

In the current economic climate there is increasingber

of economic operators facing difficulty supportitigeir own

peources of investment for modernization and devety

activities, including difficulties in accessing die in the
financial market.

So far, the cooperative sector was not includetthénstate
aid scheme on the minimis aid regarding the devetoy and
modernization of enterprises, despite that thisa aveas
extremely affected and did not receive grants oitifies from
the government.

These changes are determined by the interest shpwre
development and modernization of the economic dpesa
cooperatives, and the signals received from operato
regarding the high costs of these technical anch@occ
studies which can not be settled as eligible exiperarelated
to the investment projects.
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TABLE 1. STATE AID TOTAL AS PERCENTAGE SHAR OIGDP(EU-27,EXCLUDING THE ANTI-CRISIS MEASURES

State aid (billion) in 2008 State aid as% of GDBQ& The tendency of aid to GDP ~ The share of  The tendency
ratio, 2003 - 2008, in% points of aid to for the share
GDP (1) horizontal of aid to
Total state aid Total state aid Total state aid Total state aid Total state aid Total state aid objectives horizontal
less railways  for industry less railways  for industry less railways  for industry as% of total objectives
and services and services and services aid to industry  as% of total
(i.e. less (i.e. less and services,  aid, 2003 -
agriculture, agriculture, 2008 2008, in
fisheries and fisheries and points %)
transport) transport)
EU 27 67 .4 52.9 0.54 0.42 - 0,05 - 0,05 88 10,8
EU 15 57 .1 45.8 0.50 0.40 - 0,03 -0,02 88 4,3
EU 12 10.3 7.1 1.05 0.72 - 0,46 - 0,50 87 48,1
Belgium 1.6 1.2 0.46 0.36 0,08 0,09 99 -1,0
Bulgaria 0.4 0.0 1.30 0.12 0,60 - 0,20 91 38 4
Czech 14 12 0.97 0.78 -0,47 -0,51 94 65,3
Republic
Denmark 1.9 1.7 0.80 0.71 0,01 0,02 94 1,2
Germany 15.7 14.2 0.63 0.57 - 0,09 - 0,08 87 7.5
Estonia 0.0 0.0 0.29 0.09 0,00 -0,02 100 0,0
Ireland 1.9 0.7 1.05 0.38 0,30 0,06 84 11 4
Greec 1.0 0.8 0.42 0.33 - 0,04 0,0€ 98 15
Spain 5.2 4.4 0.48 0.40 -0,02 - 0,04 79 8,1
France 10.3 7.6 0.53 0.39 - 0,04 -0,01 96 18,7
Italy 5.5 4.5 0.35 0.29 -0,07 - 0,06 85 -10,4
Cyprus 0.1 0.1 0.65 0.47 -1,12 - 0,90 95 61,1
Latvia 0.2 0.0 0.88 0.20 0,32 0,03 100 10,1
Lithuanie 0.3 0.2 0.82 0.53 0,1€ 0,1C 10C 54,2
Luxembour 0.1 0.1 0.20 0.15 -0,11 -0,04 10C 0,0
Hungary 2.5 1.9 2.38 1.81 -0,10 0,21 81 19,0
Malta 0.1 0.1 2.00 1.74 -0,78 -0,86 2 -2,1
Netherlands 2.2 15 0.36 0.25 -0,04 0,03 98 3,0
Austrie 1.3 11 0.46 0.38 0,0€ 0,07 99 -20,7
Polanc 37 2.9 1.02 0.8C - 0,84 -0,82 93 67,1
Portugal 1.6 15 0.93 0.92 0,15 0,19 16 -35
Romania 0.9 0.3 0.64 0.18 - 0.55 -0.99 53 15.6
Slovenia 0.2 0.2 0.66 0.47 -0.10 -0.09 89 8.7
Slovakia 0.4 0.3 0.53 0.42 - 0,04 - 0,07 84 21,1
Finland 2.1 0.8 1.13 0.44 -0,13 0,02 98 -0,2
Swede 3.0 2.7 0.92 0.82 0,1t 0,1€ 10C -0,3
UK 3.8 3.1 0.21 0.17 -0,04 -0,02 91 -4,8
Norway 2.3 1.7 0.74 0.56 n.a.(2) n.a. n.a. n.a.
Iceland 0.02 0.02 0.21 0.21 n.a. n.a. n.a. n.a.
Liechtenstein 0.001 0.001 0.03 0.03 n.a. n.a. n.a. n.a.

Source: State Aid Scoreboard, 2009. Commissioffi \Btarking Document, Brussels, SEC(2009) 1638,
http://ec.europa.eu/competition/state_aid/studegsonts/annex_2009_autumn_en.pdf

State aid is provided in the form of grants ansubject to
regulations of the European Commission Regulatiom
1998/2006 in the application of the Articles 87 &@8&lof the
Treaty to de minimis aid. Consequently, supportsness are
not subject to the notification and authorizatiog the
European Commission under the Regulation. Recetttly,
Government has amended the legal provisions onidienia
aid. Maximum aid for a company is 200 000 Euro .2
The maximum budget of the de minimis scheme hasased
from the equivalent in Romanian Lei of 5 millionrauto the
equivalent of 100 million Euro, with the annual iimn
budgetary set by 2011.

The objective of this aid is to modernize or depe
business enterprises operating in certain seckalecting the
aid recipients assumes the criteria such as: stipgo
businesses that need small amounts of developmen
modernization activity, attracting labor from swnaling

areas and small towns, support businesses thatthewbject

Nof services, development or upgrading business icgerv

enterprises to rise to European standards.

Regarding the accounting-tax component, the amotint
aid is expressed in raw form, before deductionifa taxes,
according to the Romanian Fiscal Code provisiorge &ids
payable in several installments are updated ta tvedue at
the grant date.

Regarding the eligible expenses, the investmetgrigible
assets (constructions with industrial purposescésrying out
the activity for which funding was requested, temlbgical
equipment, machinery and equipment for measurement,
control and regulation, transport unregistered clekj for
support business enterprise), have been also actegs
f[ bgeing eligible expenses.

(0]

areas, the use of local resources, support craftsroe rural

47

International Cros

s-Industry Journal



Perspectives of Innovations, Economics & Business, Volume 4, Issue 1, 2010
www.pieb.cz

TABLE 2. STATE AID MEASURES ON CRISIS2008,IN BILLION EURO)

Total Total Total Total Total Grants Purchase Soft loans Guarantee Total aid crisis ir  Total aid The
volume  volume  volume  volume volume of shares 2008 reported g'r‘l’;g sbr;r;;he
approved gpproved approved in a.lpproved approved in as% of sectorg
in 2008 inl.1.- 2008 to inl4.- 2008 to GDP as% of
31.32009 31.3.2009 11/11/2009 11/11/2009 total
economy
Nominal  Aid Nominal Aid  Nominal  Aid Nominal Aid % %
value value value value
Belgium 255.15 7.80 262.95 25.36 288.31 16.40 @1.7 30.40 6.08 46.80 17.78 5.17 5.4
Denmark 585.44 13.50 598.94 0.82 599.75 0.50 0.50 2.35 2.35 0.00 0.00 2.85 2.85 1.22 5.4
Germany 545.23 20.00 565.23 23.90 589.13 8.86 11.201.20 23.78 3.17 137.10 27.90 180.94 51.14 2.05 6 3.
Ireland 376.00 5.00 381.00 7.50 388.50 355.765.58 355.76 35.58 19.16 10.9
Greece 28.00 28.00 28.00 4.0
Spain 250.00 250.00 250.00 - - 99.13 0.93 9.1 0.93 0.09 5.1
France 341.25 4.70 345.95 345.95 11.50 11.50 4031 4.98 42.90 16.48 0.85 4.7
Italy 20.00 20.00 20.00 4.8
Cyprus 3.00 3.00 7.8
Latvia 7.44 7.44 7.44 0.96 0.96 0.96 0.96 174. 6.2
Luxembourg 7.00 7.00 0.26 7.26 2.50 2.50 1.50 .300 4.00 2.80 7.64 29.1
Hungary 5.99 5.99 0.04 6.03 4.0
Netherlands 217.75 22.79 240.54 240.54 10.75 510.7 3.00 3.00 3.34 0.33 17.09 14.08 2.37 5.6
Austria 90 .00 90.00 0.10 90.10 5.6
Poland 10.00 10.00 5.1
Portugal 20.00 0.45 20.45 4.00 24.45 4.30 0.43 4.30 0.43 0.26 8.2
Slovenia 12.00 12.00 12.00 4.3
Finland 50.00 50.00 4.00 54.00 0.12 0.12 9 2
Sweden 150.52 4.80 155.32 155.32 0.25 0.25 1.140.11 1.39 0.36 0.11 3.6
UK 405.15 11.25 416.40 95.77 512.17 5.02 46.47 #“6.4  2.86 0.43 146.93 16.83 201.28 68.75 3.79 7.6
Total UE- 27 3360.92 96.28 3457.20 174.74 3631.94 3.84 99.57 94.87 32.95 9.92 811.12 93.48 957.52 .1B12 1.70
. Regarding the impact on business, we believe that
Conclusion

The Reforms from the Action Plan regarding the &Statl
must show results. Exemption from ex-ante controltha
Commission or by the de minimis Regulation (seeopean
Community Press Release - IP/06/1765), or by tlventty

adopted General Block Exemption Regulation Aid (se

IP/08/1110), it means the reduction of the admiatiste

burden without affecting the level playing fieldegarding the

volume of aid, approximately 19% of it is providddough
block exemptions. In addition, another segment@df of aid
is assessed by the Commission under aid schemeh

supporting investment and innovative processegiad by
SMEs, may be enough to overcome the current hapthanal
unfavorable situation.
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In our view, the application of the de minimis seteehas
the direct stimulating impact on economic growthotigh
development and modernization of small and med
business, with effect in relation to the maintereaaccreation
of new jobs.

The grant of minimis aid can have a high impact
increasing product quality, raising the qualityegriratio by
expanding or modernizing the production line. Itsha

positive impact in long-term average by the possibtrease

of the employment rate of labor, the increase oé
competition between entrepreneurs in Romania arsd
between entrepreneurs of Romania and those from
Member States.
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