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1. INTRODUCTION

1. Continued unemployment at unacceptably high
levels is still the chief economic and social problem
facing the Community today. Following a slight
decline in unemployment between 1985 and 1990,
slower growth has aggravated the employment
situation for four years running. In the first quarter
of 1995 there were some 18 million unemployed
people in the Community, representing 11 % of the
labour force.

Unemployment is distributed unevenly between
social groups and between regions. More than one in
five young people in the Community are unem­
ployed, while the unemployment rate among
women, at 12,6 %, is also above the average.
Low-skilled workers are particularly affected hy
unemployment: it is estimated that three quaners of
the unemployed fall into this category.

Experience in most Memher States shows that, once
people become unemployed, they can expect to
spend a relatively long period looking for a new job
because they will have become less employable. This
phenomenon is responsihle for an unduly high
proponion of the long-term unemployed in Europe
(over 40 % of total unemployed), the upshot being
increasingly widerspread social exclusion.

2. With the upturn in economic activity, it is expected
that the coming years will see a positive trend in job
creation. However, this trend will not be enough to
reduce the unemployment rate ta socially acceptable
levels. It is now accepted that structural reasons lie
behind the persistently high rates of unemployment
in Europe, and this situation calls for specific policies
to improve labour-market adaptability.

Although employment policy remams an area of
national responsibility, the Community must play a
major coordinating role in encouraging exchanges of
information between Member States, promoting
good practices and stimulating the quest for new
solutions. The White Paper on growth, competi­
tiveness and employment diagnoses the reasons for
the inadequate employment performance in Europe
and proposes guidelines for setting in place a
production model capable of creating more johs.
These guidelines were taken up by the European
Council, first in Brussels and then in Essen in
December 1994. They were confirmed at the
European Council meeting in Cannes. In particular,

the Member States have rawn up a package of

recommendations coveringl five priority areas andhave established a pro ,edure for monitoring
progress:

boosting investment in e ucation and training,

improving internal and xternal f1exibility mech­
anisms in order to en ance the employment­
content of growth,

reducing indirect labou costs, in particular by
reducing direct taxation f labour,

improving the effective'lness of active policies,notably by redirecting public expenditure on

passive income support ftr the unemployed,
stepping up measur· s to promote the
employment of underp ivileged groups in the

labour market, such a~ the long-term unem­ployed, young people ana older workers.

3. Against this background, taf and financial measures

will have to play an increa ing role in encouraging
firms to hire workers exper encing utmost difficulty

in entering the labour mar~et. Although they mightbe less effective because o~1substitution or windfall
effects, grants per job created for the long-term
unemployed, for example, Ind targeted exemptions

from social security conulibutions reduce labourcosts at the bottom endl and thus offset the
difference associated wi h lower-than-average
productivity.

The same type of measures may also give firms an

incentive to invest more i~ vocational training. Insuch cases, the grant or taxi concession must reflect

the externalities aSSOCiatjd with the worker

exploiting the newly acqu red knowledge on the
lahour market.

Although the objective o such measures is to

improve the situation of torkers on the labour
market, it must be recogniz d that firms also benefit

in that they are able to r luce their labour CoStsbecause of the intermedijry role they play in

implementing tax and finatcial measures. That is

why steps must be taken t ensure that the fore­
seeable proliferation of measures to promote
employment, in response ta the White Paper
guidelines and the recom endations adopted at
Essen, does not adversely ffect the Commission's
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parallel effons to reduce anificial distonions of
competition under Anicles 92 and 93 of the EC
Treaty.

These guidelines pursue a number of objectives:

(i) to c1arify the interpretation of Anicles 92 and
93 of the EC Treaty with regard to State aid in
the field of employment in order to ensure
greater transparency of notificai:ion decisions
under Anicle 93;

production of certain goods
aid within the meaning of
Treaty.

In sa far as such measures
individuals an the basis of
without favouring certain
production of certain goods,
State aid if they are designed:

o not constitute State
icle 92 (1) of the EC

pply automatically ta
bjective criteria and
ndertakings ar the

hey do nat constitute

(ii) to ensure consistency between the rules of
competition and the implementation of the
policies needed to combat unemployment in
Europe, in accordance with the guidelines of
the White Paper and the conclusions of the
Essen Council;

(iii) to make explicit, by defining the different types
of aid and their objectives, the approach
normally taken by the Commission, namely w
give sympathetic consideration to State aid
designed to improve the employment situation.

II. SCOPE OF ARTICLE 92 (1) OF THE EC TREATY

4. The guidelines presented here cover only those
measures falling within the scape of Article 92 (1) of
the EC Treaty, which stipulates that 'any aid granted
by a Member State or through State resources in any
form whatsoever which distons or threatens :0
diston competition by favouring c~nain under­
takings or the production of certain goods shall, in
so far as it affects trade between Member States, be
incompatible with the common market'.

5. A number of employment-policy measures are not
caught by Anicle 92 (1) of the EC Treaty because:

they constitute aid to individuals that does nat
favour cenain undenakings or the production of
cenain goods, or

they do not affect trade between Member States,
or

- they are 'general' measures.

This is clearly the case, in panicular, with measures
to provide guidance and counseU;ng, general
assistance and training for the unemployed (aid ta
individuals that does not favour certain undenakings
or the production of cenain goods) anei aid designed
ta improve labour Jaw or to adapt the educatian
system (general measures).

A. Aid to individuals that does not favour certain
undertakings or the production of certain goods

6. Measures ta assist individuals the purpose ar effect
of which is not ta favour cenain undertakings or the

to improve the personal si uation of workers an
the labour market ar ta ma e it possible for them
to find wark or become ocially integrated, in
particular by way of v cational training or
apprenticeships,

ta supplement the income of cenain workers,

'o ,noou"o, d" ,mPioymL 01wom,n in 0""­
pations traditionally carrie~ an by men ar the

e~ploy~ent of indivi1uals from ethnicmmOrItIes, I

to foster mobility of worrers, the creation of
scIf-employed activities o' the recruitment of
cenain categories of work r having ta contend
with temporary socio-vocat anal disadvantages,

- ta promote the employme9t of persons suffering
from permanent physical ar mental disabilities.

B. Effect on trade between Me ber States

7. Aid ;5 caught by Anicle 92 (1) f the EC Treaty onIy
if it affects trade between ember States. Thus,
employment aid in respect of activÎties that do not
involve trade between Memb r States (e.g. neigh­
bourhood care services, cen in local employment

initiatives) does not fali withirl the scape of Article
92 (1). The Commission consijders that this is also

the case with de minimis aid <fi , which encompasses

most forms of aid for pro oting self-employed
activities.

C. General measures or State aid

8. Th, di"in,cion b"w"n 0,n,1 m",ure, .nd S",,,,
aid lies outside the scape of t~ese guidelines and is
currendy being discussed by thJ Commission.

(') Point 3.2 oi the Community guidelines on State aid for
small and medium-sized enterprise (OJ No C 213, 19. 8.
1992), and Commission letter to t e Member States dated
23 March 1993 (D/06878).
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It should be noted that a number of general
measures may affeet eompetitive eonditions and
trade between Member States as mueh as State aid
but, sinee these measures do not eonstitute State aid
within the meaning of Article 92 (1) of the EC
Treaty, the elimination of any distartions of
eompetition that they might eause is eovered not by
the monitoring of State aid providcd for in Articles
92 to 94 of the EC Trcaty but by the implementati an
of Articles 101 and 102 eoneerning the removal of
distartions eaused by the differenees between eertain
provisions in Member States whieh distart the
eonditions of eompetition in the eommon market.

9. Employment is also promoted by other me:!,sures
such as those ta promatc traiaing and the
aequisitions of new skills. In this respect, it may be
useful to point out that in many eases the suhsidies
for voeational training/retraining do not constitute
State aid caught by Articles 92 and 93 of the EC
Treaty and that, where such measures fali within the
scope of Article 92 (1) of the EC Treaty, the
Commission usually gives them sympathetic
consideration.

The same is true of measures ta lmprove working
conditions.

III. STATE AID TO EMPLOYMENT

10. One point needs ta be made clear concern ing the
scope of these guidelines; aid to::' cmployment, as
covered by these guidelines, is aid not linked to
investment.

Even where investmem aid is calculated per job
created or includes premiums for job ereation, it
does not constitute employment aid as such since it
is not directly intended ta create or maintain jobs. its
effects in combacing unemploymen are indirect,
through the realization of productive investmenl. to
bring about a structural change in the firm. The
reference to jobs cre.:ted is only O'le criterion for
assessing aid ta the investment for which the aid is
intended. In view of its purpose and its permanent
effects an the industrial structure, such aid should be
treated just like any other investment aid and should
be subject ta the normal assessment critcria.

A. General commcnts

11. By granting employment aid ta certain firms or to
the produetion of certain goods, the authorities are
taking over part of those firms' labour costs, which

are normal expenditure tncurred in their owninterest, and conferring a financial advantage that

improves their competitive losition. In so far as the
products or services conce ned are in competition
with those of firms from ot er Member States, such
aid is likely to distort corn etition and affect trade
between Member States; consequently, it is, in
principle, incompatible wit the common market.
Within the single market, aid granted ta reduce
labour costs can lead t distortions of intra­
Community competition an deflections in the allo­
cation of resources and m bile investment, ta the
shifting of unemployment from one country ta
another, and ta relocation.

12. The Commission considers that, without rigorous
controls and strict limits, e ployment aid can have
harmful macroeconomic eff cts which cancel out its
immediate effects on job cr ation. If the aid is used
to protect firms expose ta intra-Community
wmpetition, it could have the effect of delaying

adjustmcnls needed ta ensurf the competitiveness ofEuropean industry. In th~ absence of rigorous

controls, the fact that sucf aid will probably beconcentratcd in the most ~,rosperous regions runs
counter ta the objective of economic and social
cohesion. Care must also be taken ta ensure that the
granting of State aid does not lead to escalating
subsidization, making the ai ineffective and wasting
puolic money on aII sides. L stly, the danger is that,
if granted in an uncontrolled fashion, this type of aid
wil! simply shift unemploy ent e1sewhere without

helping ta resalve the empll yment problem in the
European Union and will therefore distort

~ompetition ta an extent c4ntrary to the common

mterest. I13. The Commission has tradititnally been sympathetic
to employment aid, particul3rly where it is intended
te encourage firms to create jobs or to hire indi­

viduals who face particula~ difficulties in findingwork. This attitude is justified by the fact that the

lower productivity of thes~ workers reduces thefinan~ial advantage accruingl to ~he firm and by thefact that the workers also b neftt from the measure
and are likely to be excluded from the labour ma~ket
unless employers are offere such incentives. This
paper confirms that position.

B. FOifrns of aid

14. Employmert aid introduced by the Member States
usually takcs the form of gr nts (single or monthly
paymems) and exemptions for certain firms from
employers' social security contributions or from
certain taxes. In some cases t e different types of aid
are combined.
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C. T ypes of employmeot aid

15. The concepts of aid to maintain jobs and aid to
create jobs need clarification because they are of
major relevance to whether the aid is compatible
with the common market.

16. Aid to maintain jobs means support given to afirm
to persuade it not LO lay uff its workers, with the
subsidy usually being calculated on the basis of the
number of employees at the time the aid is granted.

17. Aid to create jobs, Of! tlle other hand, provides
employment for workcrs who have never had a job
or who have lost their previous job, and is calculated
on the basis of the number of jobs created. It should
be made clear that job creation refers to net job
creation, i.e. the creati an of an additional job in
relation to the (aveuge) vrorkforce (mer a period of
time) of the firm concerned. Simp\y replacing a
worker without actually increasing the workforce,
and hence without creating new jobs, does not
constitute genuine job creation.

18. One form of job creat-ion, unusual because there is
no increase in the number of hours worked in the
firm, is job sharing, i.e. apportionment of the overall
amount of availabJe work between d. larger number
of jobs with a proporti()n~Hy Iower I1llmber of hours
worked.

IV. APPLICATION OF THE DEROGATIONS IN ARTICLE
92 (2) AND (3) OF TIIE Ee TREATY

19. Where aid to promot.e employment is caught by tIle
ban laid down in l\rticle 92 (1) of the EC Treaty, 1.0

examination must be m'.cle of whether it lj'Jalifi,=sfor
one of the derogatioi~" :11 Article 9.? (2) md (3).
Here a distinction must be made between aid that
creates new jobs and aid that maintains existing jobs.

20. The Commission is generally sympathetic to aid
intended to create jobs. Despite the risks involved
for intra-Community competition, such aid improves
the employment (ontent of growth. Conse'luenrJv,
taking due account of th~ alJplicati.)p of the st'ecific
sets of rules goveming certain brancnes of industry
ar agriculture, and in ,<, far as the a"'.l1unt of aid per

worker is justified and does ot represent too high a
proportion of the firm's prod ction costs, it may be
concluded that, when a fir makes this type of
effort, the aid it receives for the purpose generally
qualifics for the derogation n Article 92 (3) c) in
that it is intended to facilita e the development of
certain activities, provided th t it does not adversely
affect tra~ing conditions to a extent contrary to the
common 1I1terest.

21. In assessing employment aid the Commission will
apply the following criteria:

It will be favourably dis, osed towards aid to
create new jobs in SMI s (') and in regions
e1igible for regional aid 2). Outside these two

ta encourage firms to tak on certain groups of
workers experiencing particular difficulties
entering or re-entering th labour market. In the
Iauer case, there is no ne d for net job creation,

providcd that the post ~alls vacant followingvoluntary departure and nbt redundancy.

- It wiU also be sympatfetic towards aid tapromote job sharing, w~fch allows the overall

amount of work availa~le to be distributedamong a larger number lof posts with shorter
working hours, thereby of ering the possibility of
(part-time) work to a grea er number of people.

- For aid in the preceding ategories to be viewed

favourably, the Commissifn will also scrutinizethe terms of the emp/oymem contract, in
particular compliance witH the obligation to hire

workers for an indefinite II eriod and to maintain
newly created jobs for a minimum period,
conditions which ensure t, at the job created is a

stable cne. Any othe{ guarantee of the
permanence of new j' bs, particularly the
arrangements for payment of the aid, will also be
taken into account.

The Commission will make sure that the level of

aid docs not exceed that I which is necessary to
provide an incentive to create jobs, taking
4CCOUI1t,where appropri Ite, of any difficulties

(') Commt~nity guidelines on Sta e aid for small and
medium-slzed enterprises (OJ No 213,19.8.1992).

(') Commission communication on re ional aid systems (OJ No
C 31, 3. 2.1979).
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facing SMEs and/or disadvantages affecting the
region concerned. The aid must be temporary.

- If the creation of jobs for which aid is granted is
combined with the training or rctraining of the
workers concerned, this wiIl make a particularly
positive contribution to a favourable assessment
by the Commission.

22. Aid ta maintain jobs, which is similar to operating
aid, wiII be auth::>ri2.ed only uridu the foIlowing
conditions :

Such aid may be amhorized whcre, In accordance
with Article 92 t2) (b) of.he Ee Treaty, it is
intended ta make good the damage caused by
natural disasters or exceptional occurrences. Under
certain conditions, aid ta maintain jobs may also be
authorized in regions eligible for the derogation
under Article 92 (3) (a) of the EC Treaty concerning
the economic developrnent of :lreas where the
standard of living is :lbnorm211y bw or where there
is serious underemp!oyrr.ent (').

Where aid to maimain jobs is graf'ted as part aI a
rescue, restructuril1g or rom'crsion p~an for an a;Jing
firm, it will have to be notified anii will becassessed
applying the relevant Commission guideiines (').

Naturally, these considerations concern solely aici to
maintain jobs and the :Memher States are free ta take
any appropriate measures La ensulc ,hat empluyment
is maintained by g~nerai measures, such as a general
reduction in taxes and social security contributions
paid by firms.

24.

25.

their market share to he detriment of their
Community competitors b th within the Member
State concerned and for e ports inside and outside
thc Community, with ali t e attendant implications
in terms of a worsening of he employment situation
in those sectors in the other Member States.
Consequently, the protecti e effect of such aid for
the sectar(s) in question, in particular those in crisis,
and its adverse effects on e ployment in competing

sectars in other Member SIates generally outweighthc common interest invoIv d in active measures to
reduce unemployment; the Commission will usually
consider such aid to be incompatible with the
common market. Howev r, where such aid is
granted in a region affect d by serious underem­
ploymcm, the Commission will take this fact into
account.

The Commission will, how ver, be more favourably
disposed towards aid to crate new jobs where the

jobs are in growth niche m~rkets or sub-sectors thathold out the prospect of considerable job creation.

v. NOTIFIcJ1 ION
The measures identified i9 this document as not
constituting State aid caugh~ by Article 92 (1) of the
EC Treaty do not need ta bF notified in advance (').

However, aII employment ald schemes and aII casesof ad hoc empIoyment .lid outside authorized
schcmes must be notified in advance to the
Commission pursuant ta Art cle 93 (3), in good time
for it to give its opinion on their compatibility with
the common market.

Employment aid schemes hich have been auth­
(IIized by the Commission in the past may have ta be
rt:viewed in accordance with Article 93 (1).

23. Aid ta create jobs that is limited La one Of more
sensitive sectors experienclI1g overcapacity or in c.risis
is also generally viewed less favou!"ably than aid to
create new jobs that is available to thc economy as a
whole.

Such sectoral aici constitutes an adnntage ior the
sector(s) concerned which improves their competitive
position in relation to firms from other Member
States. Aid that reduce~. wage co~t.; throughout one
or more productivc jeCL~)rs.-euclces proCueti;:1l costs
in those sectors, "nG thi: en~.bles •.h ~m w i;llprove

(') Commission comrnLlHCJ.;ion on th" <llc[ho;; fo: tne
application of Articl: n (3) (2.) and (el lO regional aid
(OJ No C 212, 12.8.1988)

(') Community guidelines on Srart' aid for rescuing and restruc­
turing firms in difficulty (O) No C 368, 23 12.1994, p. 12).

26. The Commission supports the development and
implementatiol1 of structural policies includ ing active
tanour market policies which estabIish fair

competition betwcen, on thF one hand, the unem­ployed and those in work v.fho are vuInerable ta or

affected by structural econo~ic change and, on the
other hand, those in more sabie employment. Most
of the measures taken by Member States in this

regard :?pply throughout theJlr economies and do notconstitute State aid at aII. However, when they

favaur certain undertakingsl or the production of

cenain goods, they may giVl rise to State aid within

tne meaning of Article 92 (1) of the EC Treaty. Such
State aici mcasures must be notified to the

Ccmmission pursuant to AI1icle 93 (3), unless theya[c within the limits of the de minimis rule. In order

(') Poim 5 of these guidelines.
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VI. CONLUSI

Howcvcr, whcre aid to emPloiment concerns certain

sectors, firrns or categories of aid which are
governcd by specific Commu ity codes, it may be
regarded as compatible with the common market
only if it complies with the c nditions laid down in

those codes. lA report on the application o these guidelines will
be submitted anei, if necessary, the guidelines will be
revic:wed five years after they eter into force.

27. Aici gramcd without advanc notification ta the
Commission pursuant to Articl 93 (3) and not auth­
orizcd by it will be illegal nd, if it is declared
incompatibIl' with the EC Tre ty, the Member States
concerned will have ta recov r the aid wrongfully
paid.

28. If the Commission conclu es, after exammmg
employment aid schemes pla ned by the Member
States and subject to n tification, that the

arrangemeats and condition conform to these
gui.Jelines, it may regard the as compatibIl' with
thc corr.mon markct by virtu of the derogation in
Artide 92 (3) (c), which appl es ta aid ta facilitate
thc development of certai activities without
advl:rsely affecting trading c nditions ta an extent
contrary to the common intere t.

29.

30.

ta reflect the urgency of measures ta deal with the
current unemployment crisis in thc EU and ta

suppon the promotion of structural employment
policies, in particular by means of active labour
market measures, the Commission wil! adopt an
accelerated procedurI.' for the notification of
employment and training aid schemes as follows:

- notifications on the form (') prcscribed for usc in
the 'acceleratcd procedure' will be processed
within twenty working days of rcceipt,

the Commission will make the necessary
arrangements ta allow Member States ta transmit
notifications arid other relevant information in

electronic form,

finally, where Member State measures arc
communicated 10 the Commission as p3rt of a
programme under the European Social Fund
(ESF) and State aid measures 3re identified as
such, the CornmisslOn will, as a general rulc,
adopt a singlc dccjsior. un thc ESr aod State aid
aspects of the mcasures. Whcrc tne Membcl"
State wishes to avaij "tself of the accelerated

procedure in respect of certain nJe:lsures, it will
present the information requi:ed on the
prescribed form, The Comrnission will act ;1S

provided for in the first indent abo\'e,

(') As amended ta deal with tht, specific characteristics of
employment aid measurlS

Aut.hol'izatiol1 for State aid pursuant to Articles 92 and 93 of the EC Trea

Cases where the Commission raises no objections

(95/C 334/05)

Date of adoption: 14. 3. 1995

Member State: France

Aid No: NN 103/94

Tide: Aid for the sheepmeat ir,dJst.j' __o tcchni-:al
assistance and investment aid

Objective: Strengthening structures In lhe sheepmeat
industry

Aid intensity:

- Technical assistance: FF 130010 a year per technical

assistant as part of the agree ents for guidance of
sheepmeat production

35 % maximum of the investment

Conditi')ns: In thc case of the~ investment aid, the

CommissÎon rook account of th undertaking by the
French at,tr')ritirs to comply wit the ceiling of 35 %
rate of aid on each investment pro ecl. In the case of the
campaign of advcrtising and prom tion, see Commission
Decisioll to open proceedings und l' Article 93 (2) of the
EC Treaty, published in the OJ ( J No C 289, 31. 10.
1995).


