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Sir,

1. PROCEDURE

1. On 18 May 2006, the Danish authorities notified an aid scheme, under which public sector 
entities would be partially compensated for the remission of debts owed to them by socially 
vulnerable persons.

2. On 6 July 2006, the Commission sent a request for additional information. The Danish 
authorities answered formally on 29 August 2006.

3. The Danish authorities submitted additional information on 13 October 2006.

2. DESCRIPTION OF THE MEASURE

4. The objective of the notified scheme is to strengthen the incentive for socially vulnerable 
people (i.e. those who have been in the long term recipient of public assistance) to venture 



into the labour market or commence a course of training/education. To this end, the notified 
measure, which is part of the bill N° L 174, amending the Act on grants for the settlement 
of student debt and on the remission of student debt, consists in the remission of debts owed 
by socially vulnerable groups to public sector entities.

5. The persons targeted by the notified scheme must have debts to public sector entities and at 
the same time have been in receipt of cash benefits for more than 4 years provided that they 
take up employment or enrol for an education course.

6. About 20 000 persons in Denmark constitute the target group having debts to public sector 
enterprises and at the same time having been in receipt of cash benefits for more than 4 
years. For these people, a survey made by the Danish National Institute of Social Research 
(SFI) showed that debt to the public sector can be a barrier to taking up employment 
because any financial advance as a result of employment will be met by a demand for 
repayments on the public sector debt from the arrears collection authorities. Out of the 20 
000 persons, 5 000 persons are expected to venture into the labour market or commence a 
course of training/education and, hence, qualify for the scheme.

7. The debt remission would cover both debt which is already subject to collection by the 
arrears collection authority and other due debt to public sector creditors1. The Danish 
authorities cite as eligible debt outstanding personal taxes, subsistence allowances, child 
allowances, repayment of cash benefits, care-centres payments, housing aid, non-possession 
of television licence, excessive amounts of study loans, railway fines, library debts …

8. Under the notified scheme, the Danish authorities intend to pay subsidies (DKK 25 million 
in total) directly to a series of public undertakings or administrations in order for these to 
remit debts owed to them by the eligible group. The public bodies that will be used to 
channel the debt remission are amongst others DSB (Danish railways), DR (Danish radio), 
local authorities, child-care centres, day-care centres, libraries, etc… 

9. The redeemed amounts by eligible person will be divided proportionally amongst the public 
sector creditors whose account receivables are affected by the cash remission, calculated at 
the end of the year and paid once a year.

10. The subsidy granted to the concerned public entities will be partial. In the first year, the rate 
of subsidy will be laid down in advance with a ceiling of 10% and based on a remission 
period of 5 years. When the results of that year’s remission are available, the rate of subsidy
for the coming year will be announced.

11. The Danish authorities intend to put into effect the notified scheme for a trial period of four 
years, with the option to make the scheme permanent and without limit of time.

12. According to the Danish authorities, taking into account the debt structure of the eligible 
group, 70% of the remitted debts relates to products/services that are devoid of a 
commercial nature. As regards the remitted debts relating to commercial products, the 
Danish authorities estimate that DSB would receive a total amount of about DKK 400 000 
(about EUR 53 320) spread over the 4 years duration of the scheme whereas DR would be 
granted a total amount of about DKK 900 000 (about EUR 122 660) over the same period. 
Other public undertakings falling within this category would receive less than a yearly 
amount of EUR 33 000.

  
1 Are excluded the debts which have been incurred under criminal circumstances, have arisen in another country 

and have arisen as a result of the fact that the debtor has provided incorrect information to a public authority.



13. The Danish authorities justify the channelling of the debt remission through public sector 
undertakings (instead of a direct debt remit to individuals) by the fact that, besides an easier 
management, the system ensures that the public debts are effectively reimbursed.

3. POSITION OF THE DANISH AUTHORITIES

14. The Danish authorities argue that the notified measure could constitute state aid under EU 
law to the public undertakings concerned. The market value of the remitted debts owed to 
these undertakings by socially vulnerable persons being unemployed is indeed low. As a 
consequence, this market value could be lower than the subsidy granted by the State to the 
public undertakings concerned, conferring to these undertakings an economic advantage.

15. In case the Commission would conclude on the existence of state aid, the Danish authorities 
argue that the notified state aid is compatible under article 9 of the EC Employment 
regulation n°2204/2002 since the notified scheme is seen as targeting employment-
promoting initiative for long-term cash benefits recipients. In their submission of 13 
October 2006, the Danish authorities add that, given the social character of the scheme, it 
could be considered as compatible under article 87 §2 (a) EC Treaty.

4. ASSESSMENT OF THE MEASURE

4.1. Final beneficiaries are individuals

16. The notified scheme aims at removing an entry barrier on the employment market for the 
most vulnerable cash benefit recipients, barrier constituted by their debts to the public 
sector. The final beneficiaries of the scheme are persons who have debts to public sector 
entities, who have been in receipt of cash benefits for more than 4 years and at the same 
time who have demonstrated that they have found a job or enrolled for an education course. 
Since the final beneficiaries of the notified scheme are individuals, the debt remission 
offered by the Danish State in their favour does not fall within the scope of article 87§1 EC 
Treaty.

17. Therefore, the Commission considers that the notified scheme does not constitute State aid 
to the final beneficiaries.

4.2. Public sector entities are vehicles of the State support to final beneficiaries

18. The debt remission to the final beneficiaries will be channelled through the public sector 
bodies that are the creditors of the individual's remitted debts. Indeed, the Danish State will 
grant to the public sector entities concerned a direct subsidy equal to a ceiling of 10% of the 
remitted debt.  As a consequence, the Commission cannot exclude a priori that this subsidy 
does constitute state aid to the public sector entities concerned.

4.2.1. Certain debts do not refer to commercial activities

19. As mentioned at point 12, 70% of the total remitted debt is linked to products/services that 
are devoid of a commercial nature. Therefore, in accordance with the case law, as regards 
this portion, the intervention of the Danish State in favour of the public sector bodies takes 
place in the public interest2 and does not fall within the scope of article 87 §1 EC Treaty.

  
2 Judgement of 18 June 1975, IGAV/ENCC, 94/74, Rec., p. 699, point 35



20. As a consequence, the subsidy granted to the public entities concerned does not constitute
state aid to them.

4.2.2. Other debts do refer to commercial activities

21. The remaining portion, that is 30% of the total remitted debt, relates to products/services 
that are commercial by nature. As a consequence, the intervention of the State in relation 
with this debt does fall within the scope of article 87 §1 EC Treaty.

22. Article 87 §1 of the EC Treaty states: “Save as otherwise provided in this Treaty, 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, insofar as it affects trade between Member States, be 
incompatible with the common market.”

23. Therefore, in order to establish whether the measure does contain state aid elements in the 
meaning of article 87 §1 EC Treaty, the Commission must establish: 1) whether the 
measure is put in place by the State by means of State resources, 2) whether the measure 
does confer to the public undertakings concerned a selective economic advantage, 3) 
whether this advantage distorts or threatens to distort competition and, finally 4) whether
the measure affects trade between Member States.

4.2.2.1. Presence of state resources

24. Article 87 §1 EC Treaty aims at aids granted by the Member States or by means of State 
resources. In other words, the measure at stake must be imputable to the State and be 
granted by State resources.

25. In the case at hand, the measure is imputable to the Danish State since the notified scheme 
rises from a modification of a legal act. Moreover, the intervention of the Danish State will 
take the form of a direct subsidy to the public undertakings concerned, approved in finance 
law.

4.2.2.2. Existence of a selective economic advantage

26. In order to establish the existence of state aid in favour of the public undertakings 
concerned, it is necessary to establish whether such transfers, when they occur, do confer an 
economic advantage to the latter.

27. The Commission considers that the recovery rate which the public sector undertakings may 
expect on the eligible debt3 may be used as a proxy for the market value of this debt. If the 
recovery rate of the eligible debt is higher than the subsidy rate granted to the public 
undertakings concerned, then the latter does not confer an economic advantage to these 
undertakings. 

28. According to the Danish authorities, the recovery rate of the eligible debt is estimated at, at 
least, 42% of the total amount of the concerned debt. This estimate is based upon 
calculations by DSB, but is confirmed by the statistical data of arrears collection authorities 
in Denmark4.

  
3 The eligible debt is the debt of the persons who can demonstrate that they have found a job or enrolled into 

training.

4 These statistics demonstrate that the recovery rate of debts owed by employed persons is equal or higher than 
42%. For instance, DR indicates that its average collection rate is 95% over a 3-year period.



29. This recovery rate is a good proxy of the market value of the remitted debt, especially 
because finding a job or enrolling for a training course is a precondition for obtaining the 
debt remission.

30. In other words, the public sector undertakings would be granted at most an amount (i.e. 
10% of the eligible debt) that is much lower than the market value of the remitted debt (i.e. 
42% of the eligible debt).

31. On that basis, the Commission concludes that the notified scheme does not give any 
economic advantage to the public undertakings concerned. Indeed, the subsidy granted to 
them for the remission of individuals’ debts would be lower than the estimated market 
value of the remitted debt. The public undertakings are a mere vehicle to channel the aid to 
the individuals concerned by the notified scheme.

32. As a consequence, the Commission considers that there is no State aid in favour of these 
public undertakings.

5. DECISION

The Commission has accordingly decided that the notified measure does not constitute state aid.

If this letter contains confidential information which should not be disclosed to third parties, 
please inform the Commission within fifteen working days of the date of receipt. If the 
Commission does not receive a reasoned request by that deadline, you will be deemed to agree to 
the disclosure to third parties and to the publication of the full text of the letter in the authentic 
language on the Internet site:
http://europa.eu.int/comm/secretariat_general/sgb/state_aids/index.htm
Your request should be sent by registered letter or fax to:

European Commission
Directorate-General for Competition
State aid greffe
SPA 3  6 / 5
B-1049 Brussels
Fax : +32 2 296.12.42

Yours faithfully,

For the Commission

Neelie KROES
Member of the Commission


