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Consultation on the Draft Guidelines on environmental and energy State aid for 2014-2020 

 

The Danish Agriculture & Food Council would like to thank the European Commission for the 

opportunity to provide our views on the draft guidelines on environmental and energy state aid for 

2014-2020 (ref. HT 359 – Consultation on Community Guidelines on State Aid for Environmental 

Protection). 

 

As a general rule we find that state aid mechanisms, and the rules regulating this, should help 

address distortion of competition and/or secure a fair competitive framework. This is both in relation 

to competition between EU countries and countries outside the EU as well as regarding internal 

competition within the EU. In this manner the guidelines on environmental and energy state aid 

must support and underline the internal market. 

 

Support mechanisms for renewable energy are currently a matter of national regulation, and the 

current renewable energy framework varies to a very high extent across the 28 EU member states. 

In some countries support for renewable energy is financed through the state budget, whereas in 

other countries the support is financed through a surplus charge on electricity consumers. This is 

the case in Denmark with the Public Service Obligation (PSO). 

 

The different regulatory regimes have a major implication for the competitiveness of companies, 

given that the current state aid guidelines hardly makes it possible to provide reductions in funding 

support for electricity from renewable sources. This distorts the competition in favour of companies 

operating in regimes, where renewable energy funding comes from environmental taxes, as 

reductions in environmental taxes can be approved. 

 

The DFCA see it as a positive development that the new state guidelines would make it possible for 

governments to provide aid in the form of reductions in funding support for electricity from 

renewable sources (5.7).  This makes it possible to reduce the costs for energy intensive 

companies in countries using these mechanisms, and therefore the proposal effectively reduce the 

current distortions of competition between EU member states. 

 

However, the Commission’s proposal regarding sectors for which this aid can be granted is much 

too restrictive. We find that there would still be very visible differences between the rules for the two 

different sets of renewable energy regulations. This would needlessly maintain distortions of 

competition. 

 

It should be remembered here that countries without funding support for electricity from renewable 

sources effectively provide its industries with a 100 pct. reduction for this mechanism. It therefore 

seems inconsistent and unnecessary to propose as restrictive guidelines as is the case in this 

proposal. 
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If the Commission proposal for 2030 for a renewable energy target which is binding on an EU wide-

level is put into practice, this would further underline the distortive elements of the restrictive aid 

guidelines. In this case all European industries would de facto share parts of the benefits of 

renewable energy investments within a certain member state, and it would therefore be 

inappropriate restrictive guidelines make it impossible to alleviate the costs for energy intensive 

companies within this member state. 

 

The DFCA suggests that the criteria under 5.7 could instead be changed so that it follows the 

criteria in the Energy Taxation Directive. This would ensure consistency across EU legislative rules, 

while reducing the above mentioned problems. 

 

The DFCA will also suggest that the state aid guidelines should look to the EU Emission Trading 

Directive which opens for the use of qualitative criteria in establishing the risk of carbon leakage. 

This has several important benefits. Firstly, it is not realistic to assume that the risk of carbon 

leakage can be expressed as a linear function of the rising energy costs. Certain sectors will lose 

international competitiveness with even a small (e.g. 1 pct.) rise in energy costs, while other sectors 

might not lose competitiveness until a higher rise in costs (e.g. 10 pct.). Secondly, existing trade 

intensity might not always provide the best indicator for future trade intensity. Existing trade 

patterns are merely an approximate reflection of several underlying variables (e.g. transport cost, 

capital intensity, product differentiation etc.), and if these change, then so will the trade intensity. 

Thirdly, it is very difficult to estimate the risk of carbon leakage a priori. Fourthly, as reflected in the 

ETS directive, there can be major differences in the carbon leakage risk even within certain sectors 

as compared on e.g. NACE1 or NACE2 levels.  

 

Given that the market distortions also exist between different EU member states, the DFCA also 

finds that it might not be suitable to propose trade criteria based on a given sector’s trade intensity 

with third countries. A high sector intensity of trade within the EU (e.g. the Danish horticulture 

sector) is also very much at risk of carbon leakage to other EU member states.  

 

Therefore any restrictions on which sectors that can be allowed reductions in funding for renewable 

electricity should therefore rather focus on external trade intensity criteria (including trade to the 

EU) for a given sector in the member state providing the support. 
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