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AeroBpace and Defence
industries Assooiatien of Europe

Responss to the European Commission’s Consultation on the proposed Stale
Ald Action Plan 20052009

The Aersspace & Defence Industries Assoclation (ASD) takes note with great irerest of the
Europsan Commission's Stale Ald Action Plan — Less and Batier Targelad State Ald A
Roadmap for State Ald Reform 2005-2002 , : '

ASD soress with the overall objective of the European Commission fo reform the rules
goveming state ald policy and procedures, as ldoos agree with the infenbon o provide
Member Sates with 4 tlear, comprehensive and predictable sat of rules whish will Zlow them
1o support Inlftlatives contributing o the Uniorn's cohesion and competitivenass.

We strongly support the alm of redirecting aid towards horizontsl obiectives of common
interest and fergating 1o market failuras (indluding R&D) : '

We alsn welcome the fdous that the Q@mmﬁssmn_% gévé@g toy the nqueston of ﬂzgt& alds for
innovation which is important not only In addrossing the EU's internal growih agenda bul also
i tackiing the global chafienge of innovation end state support i third countries. including

w-cost economdes. We look forward o, commenting oh the Commission's cdnsuftation
documentstion on siate ald for innovalion in due course.

However, we do have some concerns ont the following pointe:

. distinchon made by the EC bstween support towards SHME and fowgrds langs
companiss {1} : ' .
. Ansencs of recognition of the ntemational dimension surraunding this fssug (17

- Precedural aspecte: modificalion of the “cne-ctop shop” principle + absengs of legel
deadiines i state ald pracadures (U}

ABD addresses the following comments for EU consideration:

1. Nistinction between SME and large companies

and SRiE

The overall objective. set ot In the Adfion Plan should

‘apply both fo large

companies. This would better recognize the functioning of the supply ehgin, thus avaiding an

ariificial distination between companies, larga or smah.

Tigr mamberg have long &0 r&g}gﬂ'&@é the benef of pursuing Fwrovation
reattive ad hoc orgentzations.
sither In the form of amall divisions of an existing fommpany or thr
subsidiary, ‘

ugh the el

qgh smal,

ndusiria!l gfouns foster such smalt innovative 0rga Hzations,

of & naw

To ensure that rescurces are eifectively targsted on uncovering breachies of state aid wules,

we strongly support the development of block exemplions, in principle. How

poriant o note that in the context n developing saior

sy, 1S

exclusions this may fead 2

nreference for targeting fonding =t SME. The reality is that for BME (o costinue 0 grow and
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thiive, particuiarly in asrospace and defence relsled industries, they rely upon the succsesid
growth and competitiveness of large commiercial operators, known a8 primes. For this
resson, it is imperative that slale aid ruled. stike the right balancs and do not adverasly
prejudice against slate ivesimant for research and devalopment funding fo primes in e
asrospace and defence seciory, We are concamed that reforms of statd aid rues should
seek o achieve sfiiciency aoross the board rather than reducing complexity it one area only
o increase i in ancthar, - ‘

I+ addition. state aid io large cempanies often iriggers & spilbover sffect on the industrial
supply ohein. and beyond, s penefiing independent SME as well. This is particularly irue
tor the aerospace seckor which is charadierized by the presence of a very frndted number of
targe-soale integrators and where innovations bensfiil companies not only in the same
incuatry, but also in the other fields. On the other side support o SME will also benelit large
COMPAHSE. - ‘ .

Therefore, ASD requests fhat the State Ald Adlion Plan does not arificially diaw a tne
betwesn SME and larger companies, and that aid s avaliable. at a3t levels ASD recommends
thet the Commission reinforce s sectoral approach. This would foster resgarch and
nrovation in determined sectors, with a likely Impact on the whine supply chaln and, o some
extent, on the sntire economy. :

i international Bimansion

S0 rogrets the shsence of sny refsrence 10 fe need © procead with  Infemational

A
nenchmarking (e, benchmarking that takes Inlo ascount countries outside B European
tinion} when assessing ihe lawfulness of a stale &t

This ks = partieular concern fo our sector which operales in 2 globat market. indesd, ouf

sactor faces increasing competition worldwide, not only because of the emargence of
new entrants in our markets (Japan, China, Brazt, canada, India, Russia) thal erjoy strong.
government support but also hecause of the benafiis derived by our exisiing compeliions
from vary high ptiblic spending ot R&D, mainly In the US where R&D is carvied ot through
Covermment confracts 100% funded.  In 2003, US Aerospace R&D funding amountsd fo
over than 525 hilion with & contfibution of the privale sechor raaching 15,5 % oh aversge
{Sourne AIAL, witieas |t surone private secior funding reached 81%. '

Se whilst intra-European competifion is intense the wider infernational pompetifive landscape
i becoming increasingly chaflenging in @ playing fiald that = tihed, bul not in favowr of
Burape. ‘ ‘ :

e such scenario, the abssnce of & reguiately fremework for RED suppart It compating non-
Bt nations puts European asrospace companies at a real disadvantags. With the demise of
Adicie 8 of fie WTD Agreement on Subsidies and Countervaliing Measures, Gurent BU
rules limniting Siste aided REL represent @ severe constraint to Europsan companies. The

current Community regime of slate aid 5 prforunately unigue and beats no compenson will
third-couriry practices. ‘

ASD considers it crupial to redude the gap which divides WTO maembers who respect the
principies enshyined ito the ASCM and BU members whe, 0 addifinn ' thess principles,
have to resgect even more siipgent domssiic measuras. i & therefors importent ©
iraduce Intermations! benchmarking ariterds in the assessment of any significant state aid.
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Alttounh we recogrize the need to. raintain. a2 level playing fisld between European
compstiors, we belleve the giobal erimpetiion should he tpken o gooount in the

accentabilily assessment of state aid in the serfospais secion !

in paraiisl, ot WTO members st be aﬁé&é?ﬁgﬁﬁ i davise siate sid confrol regire

lii- Procedural Aspecis

&} ASD regrets that the reform doss not proavide an answar to the legel uncertainty wiich
srises from the absence of fenal me frames [ the state aid procedure.
_The absence of legal Umefrgmes may fead B situations where diear distortions of
cormpetiion may jast for 2 long period of ime:

The Commission has aliluded to the possibliity of infroduding more pradictabls deaglines inlls
envisaged °best praciices guidellnes”. AGD s strongly In favour of this, as it Inamﬁses fegsl
certeinty, reduces risk and is thersfore businessfiiendly. We invite the Corinission to
proceed with this Infiative and request minding deadings for the whole state ald pra cedure, In
the same vein as the Communily merger conirel. o

by ASD rotes with inferest the Increased parficipation of Member States In the slate ald
precedure which nolably emvisages the recourse fo independent national authorities I
aselsting the Commission. Howaver, ASD would ke to regal the importzncs of the orincple
of untform applicetion of EC state aid legal framework, sience, ASD would recompend the
Compission to emphasize this principle in s propossl. ‘
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Dear Mra. Kroas,

Blesse refer o the gitachad documanis, A& hard copy of the letier and the ASD Poslion Paper s being sant {0
you by post. . i !

Kind regards,

Laety Zheer

Pulicy AsEEtaer :
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