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Subject:  State Aid C 46/2008 (ex N 775/2007) – LIP – Poland – Aid to Dell 
Products Poland Sp. z o.o. 

 
Sir, 

The Commission wishes to inform Poland that, having examined the information 
supplied by your authorities on the aid measure referred to above, it has decided to 
initiate the procedure laid down in Article 88(2) of the EC Treaty. 

1. PROCEDURE 

(1) On 2 August 2007, a pre-notification meeting took place between the 
Commission services and the Polish authorities. 

(2) By electronic notification of 24 December 2007, registered at the Commission 
on 3 January 2008, the Polish authorities notified, pursuant to Article 88(3) of 
the EC Treaty, their intention to provide regional investment aid in favour of 
Dell Products Poland Sp.z o.o. (Dell Poland), under the Guidelines on 
National Regional Aid for 2007-20131 (RAG).  

                                                 
 
1 OJ C 54, 4.3.2006, p. 13. 
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(3) The Commission requested additional information by letter of 15 February 
2008. On 5 March a meeting took place between the Commission services and 
the Polish authorities. On 19 March 2008, the Polish authorities requested an 
extension of the deadline until 4 April 2008, which was accepted. The Polish 
authorities provided additional information on 18 April 2008. The 
Commission requested additional information by letter of 2 June 2008. On 26 
June 2008, a meeting took place between the Commission services and the 
Polish authorities. The Polish authorities provided additional information on 1 
and 6 August 2008. The Commission requested additional information by 
letter of 3 October 2008. On 31 October 2008, the Polish authorities requested 
an extension of the deadline until 24 November 2008, which was accepted 
until 17 November 2008. The Polish authorities submitted additional 
information on 17 November 2008. On 19 November 2008, a meeting took 
place between the Commission services and the Polish authorities.  

2. DESCRIPTION OF THE AID MEASURE 

2.1. Objective 

(4) The Polish authorities intend to promote regional development in the Łódzkie 
region, by providing regional investment aid to Dell Poland for the 
establishment of a new plant in the Lódź Special Economic Zone (SEZ). 

2.2. The beneficiary  

(5) The aid beneficiary is Dell Products Poland Sp.z o.o., a company wholly 
owned by Dell Inc., a US based corporation.  

2.3. The project 

(6) The project aims to set up a new plant for the production of personal 
computers (PCs), including notebooks and desktops, and servers. By 
expanding its manufacturing operations at the plant in Łódź, Dell Poland will 
be able to meet increased demand and to support the company's growth in 
Central and Eastern Europe and in the Europe, Middle East and Africa 
(EMEA) region. 

(7) The works on the investment started in 2007. Full production capacity will be 
reached by the end of 2012. The project involves the creation of some 1 000 
direct jobs, with a possible increase to 3 000 jobs. Further indirect investment 
in the region by suppliers of Dell Poland is expected to reach around EUR 53 
million. 

(8) The Polish authorities confirmed that no other products besides those 
concerned by the investment project will be produced at the aided facility 
within five years after the completion of the investment project. 
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2.4. Investment costs 

(9) The project involves total eligible investment costs of PLN 794 million (EUR 
213.9 million2) in nominal value, which corresponds to 189 578 180 EUR in 
present (discounted) value.3  

(10) The eligible investment costs are calculated on the basis of the costs relating to 
initial investment according to the breakdown provided in the Table 1.4  

 

Table 1: Eligible expenses (EUR million, nominal value)  
      

Project expenses 2007 2008 2009 2010 2011 2012 Total 

Purchase of real estate […] […] […] […] […] […] […] 

Buildings and 
infrastructure 

[…] […] […] […] […] […] […] 

Construction of plant, 
machinery 

[…] […] […] […] […] […] […] 

Technical infrastructure  
[…] […] […] […] […] […] […] 

Total […] […] […] […] […] […] 213.88 

 

2.5. Financing of the project 

(11) The aid contract includes a clause stipulating that the beneficiary makes a 
contribution of at least 25% of the total eligible costs and that this contribution 
will be free of any public support, including de minimis aid. 

2.6. Legal basis 

(12) The ad hoc aid to Dell Poland is granted on the basis of the following legal 
bases:  

– Memorandum of Understanding between Dell Inc. and the Minister for 
Finance, the Łódź Voivodship, the City of Łódź, the Łódź Customs 
Chamber and the Łódź SEZ 

– Act of 20 October 1994 on Special Economic Zones 

– Regulation of the Council of Ministers of 27 October 2006 on the Łódź 
SEZ 

                                                 
 
2 In accordance to exchange rate of 1 EUR = 3.71 PLN on the date of the notification. To facilitate 
comparison, all monetary figures in this decision are provided in EUR. 
3 Present values are calculated using the reference rate applicable for Poland at the date of notification 
of the aid, i.e. 5.94%. 
4 The Polish authorities do not use the alternative possibility of calculating the amount of aid on the 
basis of (estimated) wage costs for jobs directly created by the investment project as provided for in 
point 36 the RAG. 
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– Permit to conduct business activity in the Łódź SEZ and agreement with 
Łódź SEZ regarding management fees 

– Resolution No 39/2007 of the Council of Ministers establishing a long-term 
programme titled ‘Funding for an investment undertaken by Dell Products 
(Poland) Sp. z o.o. in Łódź “Dell - Europejski Zakład Produkcyjny w Łodzi 
w latach 2007-2012 / European Production Plant in Łodź in the years 2007-
2012”’ 

– Framework agreement between Dell Products (Poland) Sp. z o.o. and the 
Minister for the Economy on the basis of the above Resolution of the 
Council of Ministers (draft) 

– Resolution No VIII/137/07 of Łódź City Council of 28 March, 2007 on 
exemption from real estate tax as part of regional aid for the funding of 
new, large-scale investments and creation of new jobs related to those 
investments (Official Journal, Łódź Voivodship, No 153, item 1423). 

(13) Part of the aid will be granted on the basis of the aid schemes XR 164/2007 – 
Poland and XR 98/2007 exempted under Commission Regulation (EC) No 
1628/2006 of 24 October 2006 on the application of Articles 87 and 88 of the 
Treaty to national regional investment aid5. 

(14) The Polish authorities also plan to provide training aid to Dell Poland for an 
amount of EUR 1.538 million in nominal value. The training aid will be 
granted pursuant to Commission Regulation (EC) No 68/2001 on the 
application of Articles 87 and 88 of the EC Treaty.  

2.7. Form and amount of aid 

(15) The aid package consists of different types of ad hoc aid as well as aid under 
aid schemes exempted from the notification obligation under Regulation (EC) 
No 1628/2006.  

(16) The present decision only covers the ad hoc aid listed in the following 
paragraph which will be put into effect only after Commission approval. Other 
aid, which will be granted under existing aid schemes, is described solely in 
order to provide a complete overview of the project, and to verify the correct 
application of the cumulation rules for the project as a whole. 

(17) Ad hoc aid is granted in the following forms and amounts:  

Cash grants  
An investment grant of EUR 18.662 million and a grant for job creation of 
EUR 12.575 million (both in present value) will be awarded by the Ministry 
of the Economy. Both grants will be disbursed in tranches between 2007 and 
2012.  

                                                 
 
5  OJ L 302 of 1.11.2006, p. 29. 
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Reduction of SEZ management fees 
The Łódź SEZ requires the payment of management fees. Dell will obtain a 
55% reduction of these fees between 2007 and 2017, which represents an 
amount of EUR 1.247 million in present value. 

Sale of land 
The owner of the land, the Polish State railways (Polskie Koleje Państwowe, 
PKP), had originally intended to sell the land to Dell for EUR 3 million. The 
market price of the land which was established following an independent real 
estate evaluation conducted before the start of the investment is EUR 10.6 
million. Consequently, the Polish authorities agreed to compensate for this 
difference, through an aid which amounts to EUR 7.4 million in present 
value. The costs for land preparation (removal of mounds, deforestation, 
fencing, removal of heating lines) are included in the selling price As a 
consequence of the increase in the aid element the aid of the corporate tax 
exemption has to be reduced by the same amount. However the Polish 
authorities have approved an additional grant for land purchase of EUR 4.5 
million. 

Relocation of the high-voltage energy supply line 
The energy supply line will be relocated outside Dell's plot of land at the 
expense of the Łodź SEZ. The cost of works amount to EUR 1.272 million in 
present value.  

(18) The Polish authorities will also grant additional regional aid under several 
existing aid schemes: 

Corporate income tax exemption (XR 98/2007) 
Between 2008 and 2018, Dell will benefit from a corporate tax exemption 
under the block exempted aid scheme XR 98/2007, corresponding to a 
maximum aid amount of EUR 11.417 million in present value. 

Real property tax exemption (XR 164/2007) 
An exemption from real estate tax will be granted for 10 fiscal years from the 
moment of the land purchase by Dell under the block exempted aid scheme 
XR 164/2007. The exemption represents an amount of EUR 1.892 million in 
present value. 

(19) No corporate income tax is payable on any of the aid measures enumerated 
above. 

(20) The breakdown of the discounted State aid package allocated to the project is 
provided in Table 2 below: 

Table 2: State aid package (EUR million, present value) 
  2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 Total 
New investment grant 4.280 4.040 2.860 1.800 1.274 4.410 0 0 0 0 0 18.662 
Job creation grant 1.382 2.040 2.431 2.326 4.395 0 0 0 0 0 0 12.575 
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Reduction of SEZ 
management fees 0.054 0.153 0.144 0.136 0.128 0.121 0.114 0.108 0.102 0.096 0.091 1.247 

Relocation of energy 
supply line 0 1.272 0 0 0 0 0 0 0 0 0 1.272 

Reduction in the price 
of land 0 7.400 0 0 0 0 0 0 0 0 0 7.400 

Real estate tax 
exemption 0 0.242 0.228 0.216 0.204 0.192 0.181 0.171 0.162 0.153 0.144 1.892 

Total without SEZ  5.716 15.147 5.663 4.477 6.001 4.723 0.296 0.279 0.263 0.249 0.235 43.048 
SEZ income tax 
exemption                      9.680  

Total                      52.728  

(21) The aid to be awarded to the project amounts to approximately EUR 
52 728 291 in present value which corresponds to an aid intensity of 27.81% 
gross grant equivalent. 

(22) The investment agreement specifies that the applicable regional aid ceiling 
must not be exceeded and stipulates that the aid will be proportionally reduced 
if the expected investment amount is not reached. 

2.8. Contribution to regional development 

(23) Łódzkie (NUTS - PL11) is a region with substantial socio-economic handicaps 
as recognised in the Polish regional aid map 2007-2013.6  

(24) The new facility is expected to employ around 1 000 people initially with a 
possible increase to 3 000 jobs which should result in a positive impact on the 
regional and national economy.  

(25) Further indirect investment by Dell's suppliers in the region, expected to be 
around EUR 53 million, will attract additional investors, producers and sub-
suppliers and therefore continue to support job creation and the region’s 
economic development. 

2.9. Incentive effect 

(26) The Polish authorities confirmed that the application for the aid was submitted 
in May 2006. On 18 September 2006, a Memorandum of Understanding 
between the Polish Government and Dell was signed. In a subsequent letter, 
dated 13 November 2006, the Ministry of the Economy confirmed that the 
Memorandum of Understanding constituted a letter of intent confirming that 
the granting of the aid made was conditional upon the Commission’s approval. 
Dell started the investment works on the project in 2007. . 

                                                 
 
6 Commission decision of 13.9.2006 on State aid N531/2006 - Poland - Regional aid map 2007-2013, 
OJ C 256, 24.10.2006. 
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2.10. General provisions 

(27) The aid is granted under the condition that the beneficiary will maintain the 
manufacturing facility at the site and the jobs created for a minimum period of 
five years after the completion of the investment. 

(28) The Polish authorities committed that the financial support for the project will 
not be cumulated with any other financial support that would be disbursed for 
the same eligible costs from any other than the abovementioned local, 
regional, national or Community sources.  

(29) The Polish authorities have committed to submit to the Commission a final 
detailed report including information on the aid amounts being paid, on the 
execution of the aid contract and on any other investment projects at the same 
location, within six months after payment of the last tranche of the aid. 

3. ASSESSMENT OF THE AID MEASURE AND COMPATIBILITY  

(30) In accordance with Article 6(1) of Council Regulation (EC) No 659/1999 of 
22 March 1999 laying down detailed rules for the application of Article 93 of 
the EC Treaty7, the decision to initiate proceedings shall summarise the 
relevant issues of fact and law, shall include a preliminary assessment from the 
Commission as to the aid character of the proposed measure, and shall set out 
the doubts as to its compatibility with the common market. 

3.1. Existence of aid 

(31) The financial support given to Dell Poland will be granted by the Polish 
authorities. The support is thus given by the Member State through State 
resources in the meaning of Article 87(1) of the EC Treaty. 

(32) As the aid is granted to a single undertaking, Dell Poland, the measure is 
selective. 

(33) The financial support given to Dell Poland will relieve the company from 
costs which it normally would have to bear itself and therefore the company 
benefits from an economic advantage over its competitors.  

(34) The financial support from the Polish authorities will be given for an 
investment resulting in the production of PCs and servers. Since these 
products are subject to competition and trade between Member States, the aid 
is likely to affect intra-Community trade. 

(35) The favouring of Dell Poland and its production by the Polish authorities 
means that competition is distorted or threatened to be distorted. 

(36) Consequently, the Commission considers that the notified measure constitutes 
State aid to Dell Poland within the meaning of Article 87(1) of the EC Treaty. 

                                                 
 
7 OJ L 83, 27.3.1999, p. 1. 
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3.2. Legality of the aid measure 

(37) By notifying the aid to Dell Poland, the Polish authorities have complied with 
the individual notification requirement laid down in Article 88(3) of the EC 
Treaty. 

3.3. Notification requirement  

(38) By notifying the measure before putting it into effect, the Polish authorities 
have complied with the individual notification requirement expressed in point 
64 of the RAG. 

(39) The Commission has therefore assessed the aid measure in accordance with 
the provisions of the RAG. 

3.4. Compatibility with general provisions of the RAG 

(40) The Commission has verified whether the aid is granted in conformity with the 
conditions of the RAG. This assessment has led to the following observations: 

i) The project constitutes an initial investment within the meaning of point 
34 the RAG as it concerns the setting-up of a new establishment. 

ii) The eligible costs involve the costs of buildings and plant/machinery (cf. 
point 50 of the RAG). 

iii) The Łódzkie region, where the investment takes place, is eligible for 
regional aid under Article 87(3)(a) of the EC Treaty with a standard 
regional aid ceiling for large enterprises of 50% gross grant equivalent 
(GGE) according to the Polish regional aid map for the period 2007-
2013. 

iv) Although as a general rule, the Commission does not favour the award 
of ad hoc regional aid, given the information provided in section 2.8 
above, the project will contribute to a coherent regional development 
strategy (cf. point 10 of the RAG). 

v) The investment project will contribute to the further development of the 
supported economic activity, to the creation of new direct and indirect 
jobs, and to the development of related services and manufacturers in 
the region.  

vi) The eligible costs of the project are calculated on the basis of the eligible 
investment costs (cf. section 4.2.1 of the RAG) and as well on the basis 
of the two-year employment costs (gross wage costs and other 
compulsory payments) of newly hired persons (cf. section 4.2.2 of the 
RAG). 

vii) The aid for job creation which is calculated on the basis of wage costs is 
in line with point 58 of the RAG. 
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viii) The beneficiary’s own contribution to the eligible costs is above the 
required 25% threshold (cf. point 39 of the RAG).  

ix) Before the start of works on the project, the beneficiary submitted an 
application for aid and the Polish authorities confirmed in writing that, 
subject to the Commission's approval, Dell Poland's investment project 
would be eligible for aid (cf. point 38 of the RAG).  

x) The investment will be maintained for at least five years after 
completion of the investment (cf. point 40 of the RAG). 

xi) The rules on cumulation of aid are respected (cf. points 71-75 of the 
RAG). 

(41) The Commission therefore considers that the aid complies with the general 
compatibility criteria laid down in the RAG.  

3.5. Compatibility with the provisions of the RAG on large investment projects 

3.5.1.  Single investment project 

(42) According to point 60 of the RAG, in order to prevent a large investment 
project being artificially divided into sub-projects in order to escape the 
provisions of these guidelines, an investment project will be considered to be a 
single investment project when the initial investment is undertaken in a period 
of three years by one or more companies and consists of fixed assets combined 
in an economically indivisible way. 

(43) To asses whether an initial investment is economically indivisible, the RAG 
indicates in footnote 55 that the Commission will take into account the 
technical, functional and strategic links and the immediate geographical 
proximity.  

(44) As in other cases in the electronics sector (e.g. LG-Philips in Poland, Samsung 
in Slovakia), the investment is part of a group of companies forming an 
industrial cluster of manufacturers and suppliers. In this case, Dell Poland's 
investment will be followed by investments by two suppliers, RR Donnelley 
Global Turnkey Solutions Poland (GTS PL) and Flextronics.  

(45) The Polish authorities inform that GTS PL is located in a business park 
outside the SEZ. Flextronics is located in another business park which is 
partially covered by the SEZ. Both locations are situated within a few 
kilometres of Dell Poland’s plant. Despite the geographical proximity of these 
individual investments, the Polish authorities provide evidence that the 
investments do not form a single investment project within the meaning of 
point 60 of the RAG. 

(46) The Polish authorities claim that both suppliers are independent companies, 
not controlled (directly or indirectly) by Dell. Furthermore, there is no 
functional link between the investments, since both suppliers were selected by 
Dell Poland following a tender to provide product and logistics services. The 



 

 10

agreements between Dell Poland and its suppliers foresee that in case of non-
fulfilment the agreements will be terminated and that a new tender, open for 
all potential suppliers, will be organised. There are no provisions of 
exclusivity on any side – the suppliers are free to provide services to any other 
company and Dell Poland is free to choose other suppliers. 

(47) The Polish authorities point out that there is also no physical link between the 
projects. In particular there is no ‘back-and-forth’ processing of semi-finished 
goods. Finally, there is no single technical function. The accessory kits are 
separate stand-alone products that are integrated with Dell’s product during 
the final production stage.  

(48) Dell Poland’s investment would be possible without the investments of GTS 
PL and Flextronics. The investment decisions were taken independently. 
Subsequent agreements were entered into between each individual investor 
and the Polish authorities, and are not mutually dependent on each other. 

(49) Furthermore, the investments do not have a clearly identified common aim. 
The suppliers’ business objective is to sell their own products for use in a 
variety of applications in other end products. The products to be manufactured 
by each investor in the cluster are to be viewed as unique products that are 
sold and marketed separately on the market. The investors in the cluster are 
not aiming at producing the same end-product.  

(50) The Commission has examined in detail all the above arguments provided by 
the Polish authorities to justify that no sufficient technical, functional and 
strategic links exist, in order not to consider the suppliers’ investments as part 
of a single investment project in the meaning of point 60 and footnote 55 of 
the RAG.  

(51) At this stage in the procedure, the Commission tends to accept the validity of 
the arguments advanced by the Polish authorities. 

3.5.2. Compatibility with the rules under points 68 of the RAG 

(52) The Commission’s decision to allow regional aid to large investment projects 
falling under point 68 of the RAG depends on the market shares of the 
beneficiary before and after the investment and on the capacity created by the 
investment. However, to carry out the relevant tests under point 68(a) and (b) 
of the RAG, the Commission has first to establish appropriate product and 
geographical market definitions. 

(53) Point 70 of the RAG establishes that ‘for the purposes of applying points 68(a) 
and (b), sales and apparent consumption will be defined at the appropriate 
level of the Prodcom classification, normally in the EEA or, if such 
information is not available or relevant, on the basis of any other generally 
accepted market segmentation for which statistical data are readily available’.  

 Relevant product(s) concerned by the project 

(54) The products concerned by the investment project are desktop and notebook 
(laptop) computers and servers. Other products such as handheld computers, 
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peripherals, accessories or computer sub-components are not covered by the 
project. According to point 69 of the RAG, the product concerned is normally 
the product covered by the investment project. In cases where an investment 
project involves the production of several different products, each of the 
products needs to be considered.  

(55) Following the above, since the investment project relates to different final 
products which are sold directly in the market (the project does not concern 
any intermediary products), the Commission will regard for its further 
compatibility assessment of this project under the RAG, desktops, notebooks 
and servers as the products concerned by the investment project.  

Relevant product market(s) 

(56) In light of point 69 of the RAG, the Commission will thus examine to which 
relevant products markets the products concerned of desktops, notebooks and 
servers belong.  

(57) Point 69 of the RAG indicates that the relevant market includes the product 
concerned and its substitutes considered to be such either by the consumer (by 
reason of the product's characteristics, prices and intended use) or by the 
producer (through flexibility of the production installations).  

• PCs 

(58) The Polish authorities argue that the market for PCs as a whole should be 
considered as the relevant market, without further segmentation into sub-
markets (desktops or notebooks). They contend that desktops and notebooks 
constitute a single product market and that no distinction should be made 
according, for instance, to form-factor characteristics (desktop/laptop) or to 
intended use (home/business). Their arguments are based, from the demand 
side, on the comparable characteristics and performance of both products and 
the declining price differential between the two, which contribute to 
explaining the proportionally higher growth in notebook sales. Dell is in 
principle capable of manufacturing desktops and notebooks on the same 
production line and can rapidly shift production on one line from one product 
to the other. Given the significant presence of suppliers in both segments, 
there are no significant barriers to entry for the production of either product 
(supply-side substitutability).  

(59) The Commission observes that based on the information available at this stage 
there are still reasons to leave open the exact market definition for desktops 
and notebooks. 

(60) The Commission notes that in previous merger cases8 it left open the product 
market definition for PCs.  

                                                 
 
8 IV/JV.22 Fujitsu/Siemens; COMP/M.2609 HP/Compaq; COMP/M.4979 Acer/Packard Bell. 
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(61) The Commission observes that although from the demand side some 
substitution is present from desktops to notebooks, the maintenance of a 
42.5% price difference between notebooks and desktops that have similar 
characteristics and functions or intended use would justify maintaining 
separate markets for desktops and notebooks. In addition, substitution appears 
to take place primarily in one direction, from desktops to notebooks. 
Moreover, a certain portion of clients is unlikely to shift from desktops to 
notebooks. From the supply side, existence of substitution between desktops 
and notebooks requires that desktops and notebooks suppliers are able to 
switch production to the relevant products and market them in the short-term 
without incurring significant additional costs. The Commission notes that 
substitution from the supply side between desktops and notebooks is not 
evident given that switching production and marketing from one product to 
another could involve significant adjustment costs depending on the structure 
of manufacturing and sales operations of vendors. 

(62) For the reasons stated above the Commission expresses its doubts as to 
whether desktops and notebooks can be considered to form a single relevant 
market for the purpose of this decision. The Commission therefore invites 
third parties to comment on whether desktop and notebooks should be 
considered to form part of a single relevant product market or to form part of 
two separate relevant product markets.  

•  Servers 

(63) Servers are designed for different purposes than PCs (network and 
communication services, data storage and processing, web hosting, etc.), are 
based on specialised components (processor/memory boards, controllers, 
storage drives, etc.) and have different form-factors from PCs (e.g. rack, 
blade). Servers should therefore be treated as a separate product market from 
PCs as both products are not mutually substitutable.  

(64) The Polish authorities argue that the server market should be segmented 
according to price range or product class. They provide arguments in terms of 
supply-side and demand-side substitutability to indicate that segmentations 
according to server instruction set architecture (processor type) or according to 
operating system are not relevant for the purpose of the market share or 
capacity increase assessment.  

(65) In line with previous merger decisions adopted by the Commission9, and the 
information submitted by the Polish authorities concerning the fact that 
purchasers of servers perceive the market primarily from an applications 
perspective, where in general the most important factor is computing power or 
server performance, the Commission considers it appropriate to follow a 
market definition based on product class and price range in order to delineate 
the server market. 

                                                 
 
9 COMP/M.2609 HP/Compaq; IV/JV.22 Fujitsu/Siemens; IV/M.1120 Compaq/Digital. 
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(66) The categorisation established by the market analysts IDC identifies three 
server types according to price band : 

– the volume (low-end) server market, consisting of all systems with an 
average selling price (ASP) below USD 25 000; 

– the mid-range enterprise server market, consisting of all systems with 
an ASP from USD 25 000 to USD 499 999; 

– the high-end enterprise server market, consisting of all systems with an 
ASP of USD 500 000 and above.  

(67) Volume (low-end) servers are generally used for basic network functions such 
as file, e-mail and print services and authentication. In contrast, mid-range and 
high-end servers, which offer a significantly higher degree of system 
availability and fault tolerance, are used for heavy workloads and for specific 
mission-critical applications (e.g. bulk data processing, financial transaction 
processing, etc.). 

(68) The Polish authorities have indicated that Dell is exclusively present in the 
low-end servers segment10. Therefore, for the purpose of the present decision 
the Commission needs to focus only on this low-end servers market segment. 

(69) The Commission is aware that in previous merger decisions11 an alternative 
market delineation for servers based on instruction set architecture (processor 
type) was considered on the basis of segmentation between x86 and non-x86 
type servers. 

(70) However, the Commission notes that although the market segmentation in 
accordance to price bands cannot capture all competitive interactions in the 
technologically highly dynamic server market, alternative market definitions 
capture the market dynamics to a much lesser degree. 

(71) As further explained below, if the market delineation according to price 
range/product class is followed then Dell’s market share at worldwide level in 
volume terms is below the 25% threshold. If on the other hand, the relevant 
market delineation would be x86/non-x86, Dell’s market share at worldwide 
level in volume terms would be slightly above the 25% threshold. 

(72) The Commission would therefore invite third parties to submit their comments 
as to whether the segmentation according to price ranges/product class 
constitutes the appropriate market delineation. 

                                                 
 
10 IDC data reports a negligible (<1%) market share for Dell in the mid-range segment (cf. Table 4.) 
This is due to the way that IDC extrapolates to forecast the market. Since Dell, similar to other major 
vendors, does not report to IDC data on the composition of its sales against price, IDC has estimated 
the spread of Dell’s production across classes, assuming that some of Dell’ sales are on mid-range 
segment. According to the Polish authorities, Dell has not shipped mid-range servers in the EMEA area 
in the relevant period.  
11 Cf. e.g. COMP/M.2609 HP/Compaq. 
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 Relevant geographical market  

(73) Point 68 of the RAG indicates that the relevant geographical market should 
normally be the EEA. 

• PCs 

(74) The Polish authorities contend that the relevant geographical market for PCs 
should be either the EEA or the EMEA area. 

(75) The Commission notes that from the supply side, it can be argued that 
transport costs in the computer hardware industry are low relative to price. In 
addition, many significant competitors have worldwide presence in all product 
segments of the PC market. The similarity of consumer preferences, of product 
specifications and of sales patterns of major manufacturers also supports the 
definition of the relevant geographical market for PCs as at least EEA-wide. 

(76) Consequently, as can be derived from the data provided in Table 3 of this 
decision, the Commission concludes that since in any event market shares are 
below 25%, then for the purpose of the market share calculation the exact 
geographical market delineation for PCs (EEA or worldwide) can be left open. 

• Servers 

(77) The Polish authorities contend that the geographical market for servers is 
EMEA although they indicate that this may be narrowed down to the EEA, 
since this is the default market for the assessment of State aid cases. To 
support their claim the Polish authorities indicate the following: 

– At present Dell sells the servers it currently produces in Ireland only on 
EMEA markets. The manufacturing facilities in Poland and in Ireland 
will not produce servers for markets other than EMEA.  

– Dell’s business model is based on prompt shipments to clients. 
Therefore, cost and delivery time are essential factors for production. 
Within the EEA, road freight is used. The cost of server shipments 
outside the EEA is reportedly about three times higher than within the 
EEA. Within EMEA, it is also possible to use air freight with limited 
impacts on profitability. Achieving Dell’s required 2 to 3 working days 
transfer time from the Polish plant for markets other than EMEA, 
would entail the exclusive use of air freight. Over long distances, such 
as to South East Asia or to the US, the cost of air freight would become 
prohibitive, amounting to between 9 to 11 times more than road/sea 
freight. The required delivery time and air freight costs constitute 
significant prohibitive factors influencing the possibilities for servicing 
markets other than EMEA from the Polish plant.  

– The computer hardware industry is a low-margin environment (with 
operating margins typically around 4% to 8%). Air freight costs would 
consume a considerable proportion of these margins, sometimes even 
exceeding […]. Shipping servers from Europe to regions other than 
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EMEA would force Dell to sacrifice its business model either by 
prolonging delivery times or by relinquishing a significant part of its 
profit margin (in most cases, air freight would consume more than 
[…]% of operating income). In a situation where Dell has factories 
located closer to the Asian and North American markets, supplying 
other markets besides EMEA from the Irish or the Polish plants would 
not be economically viable. 

(78) The Commission notes that a series of factors may suggest a worldwide 
relevant geographical market definition for servers: 

– As in other sectors of the computer hardware industry, server 
manufacturing is characterised by a high level of sourcing by original 
equipment manufacturers from component suppliers in various 
countries around the globe. 

– Besides costs, no significant impediment exists to ship servers to/from 
third countries outside the EEA. Shipments of servers may take place 
worldwide as is the case for PCs.  

– According to the data submitted for notebooks, Dell will ship a 
significant percentage of the production of the Polish site outside the 
EEA (approximately […]%). This is corroborated by sales projections 
outside the EEA in percentages and also by the tables submitted 
corresponding to shipments to emerging markets.  

(79) The Commission notes that the issue of the relevant geographical market for 
servers is only relevant because according to the market segmentation used for 
servers, Dell’s markets share at worldwide level may slightly exceed the 25% 
threshold set out in point 68(a) of the RAG.12 

(80) A decision as to whether the market share at worldwide should be considered 
is only necessary if it is required to take into consideration the x86/non-x86 
segmentation. Irrespective of the segmentation used, Dell’s market share is 
below 25% in the EEA.  

(81) However, should it be necessary to consider the market delineation according 
to x86/non-x86 segmentation, Dell’s presence at the worldwide market would 
slightly exceed 25% in volume terms. Nevertheless, the Commission notes 
that this slight exceedance is due to Dell’s significant presence on the US 
market. The Commission would welcome comments from third parties on 
these issues.  

3.5.2.1. Market share  

(82) To examine whether the project is compatible with point 68(a) of the RAG, 
the Commission has to analyse the market share of the aid beneficiary at group 

                                                 
 
12 According to IDC data Dell’s market share worldwide in x86 servers in 2007 was 25.1% (and 25.6% 
in 2006). 
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level before and after the investment on the relevant market. As the investment 
of Dell started in 2007 and is deemed to be finished by the end of 2011, the 
Commission will thus examine the market share of the Dell Inc. in the relevant 
markets concerned  in 2006 and in 2012.13  

• PCs 

(83) As shown in Table 3 below, in any of the plausible relevant product and 
geographical markets for PCs, Dell’s market share before and after the 
investment both in value and volume terms is well below the 25% threshold 
defined in point 68(a) of the RAG. Therefore, the Commission concludes that 
for PCs the project is in line with point 68(a) of the RAG. 

 
Table 3: Dell market share for PCs 
 
EEA14 

 
 2006 2012 
 Units Value Units Value 

PCs (whole sector): [10-
20]%

[10-
20]%

[10-
20]%

[10-
20]% 

- Desktops [10-
20]%

[10-
20]%

[10-
20]%

[10-
20]% 

- Notebooks [10-
20]%

[10-
20]%

[10-
20]%

[10-
20]% 

 
Worldwide 
 

 2006 2012 
 Units Value Units Value 

PCs (whole sector): [10-
20]%

[10-
20]%

[10-
20]%

[10-
20]% 

- Desktops [10-
20]%

[10-
20]%

[10-
20]%

[10-
20]% 

- Notebooks [10-
20]%

[10-
20]%

[10-
20]%

[10-
20]% 

          Source: IDC data, Dell forecasts 

• Servers 

(84) As shown in Table 4 below, Dell’s share in the low-end range segment in 
value terms and in volume terms is below 25%, before and after the 
investment, at both the EEA and worldwide levels. The same applies when 
considering the servers market as a whole at either the EEA or worldwide 
levels.  

                                                 
 
13 However, since for the relevant markets concerned, the Commission does not have data concerning 
the projection of Dell’s market share  in 2013, the Commission considers appropriate to use the market 
share in 2012 as a proxy indicator of the corresponding market share in 2013. 
14 EEA figures presented in this decision exclude Cyprus, Estonia, Iceland, Latvia, Liechtenstein, 
Lithuania, Luxembourg, Malta. 
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(85) The Commission observes that Dell’s market share in the low-end servers 
segment in volume terms at worldwide level is close to the 25% threshold 
([24-25]%). Dell’s markets share for servers overall in volume terms at 
worldwide level is also within the range of [20]% to [25]%, both for 2006 and 
2012.  

(86) As noted above, following an alternative market delineation according to 
instruction set architecture (processor type), Dell’s worldwide market share for 
the x86 processor type segment in 2006 measured in volume terms ([25-26]%) 
would be above the threshold defined in point 68(a) of the RAG.15 

(87) Therefore the Commission has doubts as to whether the relevant market for 
servers should be considered as worldwide or as EEA-wide and as to the 
appropriate product market segmentation.   

(88) The Commission would therefore invite third parties to submit their comments 
as regards the product market segmentation for servers and the relevant 
geographical market for servers. 

 Table 4: Dell market share for servers 

 
a. EEA 

 Units Value (customer 
revenue) 

Value (factory 
revenue) 

 2006 2012 2006 2012 2006 2012 

Servers (whole sector): 
[10-

20]%
[20-

25]% [0-10]%
[10-

20]% [0-10]% 
[10-

20]% 

- Low-end  
[10-

20]%
[20-

25]%
[10-

20]%
[10-

20]%
[10-

20]% 
[10-

20]% 

- Mid-range  
[0-

0.1]%
[0-

0.1]% 0.00%
[0-

0.1]% 0.00% 
[0-

0.1]% 
- High-end  0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 

 
b. Worldwide 

 Units Value (customer 
revenue) 

Value (factory 
revenue) 

 2006 2012 2006 2012 2006 2012 

Servers (whole sector): 
[20-

25]%
[20-

25]%
[10-

20]%
[10-

20]%
[10-

20]% 
[10-

20]% 

- Low-end  
[20-

25]%
[20-

25]%
[10-

20]%
[20-

25]%
[10-

20]% 
[20-

25]% 
- Mid-range  [0-0.1]% 0.00% 0.00% 0.00% 0.00% 0.00% 
- High-end  0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 

 
c. x86 servers 

 Units Value (customer 
revenue) 

Value (factory 
revenue) 

 2006 2012 2006 2012 2006 2012 

EEA 
[20-

25]% : : : : : 
                                                 
 
15 According to data submitted by the Polish authorities from an alternative source (Gartner), Dell’s 
market share in x86 servers worldwide in volume terms is below the 25% threshold set in point 68(a) of 
the RAG. 
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Worldwide 
[25-

26]%
[25-

28]%
[10-

20]%
[20-

25]%
[20-

25]% : 
Source: IDC data, Dell forecasts 
 

3.5.2.2. Capacity increase in underperforming markets 

(89) The Commission has also to examine whether the investment project complies 
with point 68(b) of the RAG. In this context, the Commission has to verify 
that the production capacity created by the project is more than 5 % of the 
market measured using apparent consumption data for the product concerned, 
unless the average annual growth rate (CAGR) of its apparent consumption 
over the last five years is above the average annual growth rate of the 
European Economic Area's (EEA) GDP. 

(90) The production capacity created by the project (see Table 5) exceeds 5% of the 
EEA market measured using apparent consumption data (measured as sales) 
for each of the products concerned – desktops, notebooks and servers – 
considered in isolation.  

Table 5: Capacity created as a result of the Dell Poland manufacturing plant 
(EEA) 

 2007 2012 
PCs (whole sector): 0.4% 14.6% 
- Desktops 0.0% 16.5% 
- Notebooks 0.8% 13.7% 
Servers (whole sector): 0.0% 17.9% 

Source: IDC data 
(91) The second part of the test under point 68(b) of the RAG establishes that the 

Commission has to examine that the average annual growth rate (CAGR) of its 
apparent consumption over the last five years is above the average annual 
growth rate of the European Economic Area's GDP.  

(92) The Commission observes that the CAGR of EEA GDP in 2001-2006 was 
3.94% in current prices and 2.01% in constant prices.16 

(93) The Commission notes that the exact market delineation of the products 
concerned by the project becomes critical for establishing whether or not a 
market can be considered in decline.  

•  PCs 

(94) The Commission observes that for the PC sector as a whole, as shown in Table 
6, the CAGR in volume and value terms is above the average annual growth 
rate of the EEA GDP. 

(95) The CAGR over the last five years of notebooks taken in isolation, as shown 
in Table 6, is above GDP growth, both in volume and value terms.  

(96) The Commission notes that in the case of desktops, as shown in Table 6, the 
CAGR over the last five years (−4.00%) is significantly below the GDP 

                                                 
 
16 Based on Eurostat data. 
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growth in value terms (3.94%), while in volume terms the CAGR (3%) is 
above the corresponding GDP growth (2.01%).  

Table 6: CAGR – PCs and servers markets (2001-2006, EEA) 

 Units Value (factory 
revenue) 

PCs (whole sector): 11.02% 4.10% 
- Desktops 3.00% −4.00% 
- Notebooks 28.60% 16.68% 
Servers (whole sector): 13.28% 2.22% 
- Low-end servers 14.08% 6.14% 

Source: IDC data 
 

(97) The Commission acknowledges that value figures are better adapted for 
signalling potentially declining sectors. However, in high-technology sectors, 
contrary to other more mature or traditional sectors, growth rates calculated on 
the basis of value figures may not adequately reflect the relative dynamism of 
sectors such as computer hardware manufacturing, where significant price 
reductions occur due to due to strong competition, rapid technological change 
and, as regards certain countries, exchange rates. The continuous decline in 
average selling prices experienced in desktops, but also in notebooks and 
servers, as captured by the calculation of the CAGR on the basis of value 
figures, is an indication of the strength of a rapidly developing market which is 
subject to continuous quality improvements and where new products are being 
introduced. 

(98) As regards desktops, the Polish authorities acknowledge that the capacity 
increase created by the project exceeds 5% of the market for the product 
concerned. However, the Polish authorities propose to amend the notification 
in order to limit the increase in capacity allowed by the project to 5% of the 
market in the EEA after taking into consideration the implications on Dell’s 
capacity  in the EEA and not only of the effect of the capacity increase of Dell 
Poland. The Commission notes that consequently, this would lead to offset the 
capacity increase allowed by the project in one Member State with reductions 
in capacity in other Member States. 

(99) The Commission has examined in detail the above arguments provided by the 
Polish authorities that would allow to limit the capacity increase created by the 
project to 5% of the market for the product concerned. However, the 
Commission has doubts as to whether it is appropriate to consider the effect  
the capacity increase of the project has on Dell’s capacity in the EEA taken as 
a whole and not only to focus on the capacity increase by Dell Poland.  

(100) Furthermore, the Commission also has doubts as to whether it can base its 
assessment only on volume figures for the purpose of calculating the growth 
rates of the product concerned by the project established in point 68(b) of the 
RAG. Consequently, the Commission invites third parties to comment on 
whether for the current decision, they consider it sufficient to rely on volume 
figures in order to ensure compliance with the growth rate test established in 
point 68(b) of the RAG. 
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• Servers 

(101) When considering the servers sector as a whole, as shown in Table 6, the 
CAGR in volume (13.28%) is above the average annual growth rate of the 
EEA GDP in constant prices (2.01%). However, in value terms the CAGR of 
servers (2.22%) is below the average annual growth rate of the EEA GDP in 
current prices (3.94%). 

(102) In this respect, the Commission notes that following  the market delineation 
according to price range/product class, given that Dell is not present in the 
mid-range and high-end servers market, the CAGR in the low end-segment 
both in volume and value terms, in which Dell is present, is above the average 
annual growth rate of the EEA GDP.  

(103) Therefore, the Commission concludes that for servers the project complies 
with point 68(b) of the RAG. 

3.6. Doubts and grounds for opening 

(104) For the reasons set out in Section 3.5 of this decision, the Commission, after a 
preliminary assessment of the measure, has doubts as to whether the notified 
aid can be considered compatible with points 68(a) and 68(b) of the RAG. 

(105) In this respect, the Commission recalls the doubts it has expressed in the 
present decision as to whether: 

a) desktops and notebooks can be considered to form a single relevant market 
for the purpose of this decision, 

b) the segmentation of servers according to price ranges/product class 
constitutes the appropriate market delineation, 

c) the relevant geographical market for servers is limited to the EEA or is 
worldwide, 

d) it is appropriate to consider the overall effect the capacity increase of the 
project has on Dell’s capacity in the EEA taken as a whole and not only to 
focus on the capacity increase by Dell Poland, 

e) the Commission can base its assessment only on volume figures for the 
purpose of calculating the growth rates of the product concerned by the 
project established in point 68(b) of the RAG.  

(106) Therefore, given the mentioned doubts on the conformity of the measure with 
points 68(a) and 68(b) of the RAG and as provided for in point 68 of the RAG, 
the Commission will approve regional aid only after a detailed a verification, 
following the opening of the procedure provided for in Article 88(2) of the 
Treaty, that the aid is necessary to provide an incentive effect for the 
investment and that the benefits of the aid measure outweigh the resulting 
distortion of competition and effect on trade between Member States. 
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(107) Consequently, the Commission is under duty to carry out all the required 
consultations and, therefore, to initiate the procedure under Article 88(2) of the 
EC Treaty, if the initial investigation does not enable the Commission to 
establish that the measure is in line with points 68(a) and 68(b) of the RAG. 
This would give the opportunity to third parties whose interest may be affected 
by the granting of the aid to comment on the measure. In the light of both the 
information notified by the Member State concerned and that provided by any 
third parties, the Commission will assess the measure and will take its final 
decision. 

(108) In the event that the information provided in the course of the formal 
investigation procedure does not make it possible to confirm that the 
thresholds provided for in point 68 of the RAG are respected, the Commission 
also has to investigate whether the aid is necessary to provide an incentive 
effect for the investment and that the benefits of the aid measure outweigh the 
resulting distortion of competition and effect on trade between Member 
States17. The Commission therefore requests the Member State and third 
parties to provide any available evidence which would allow the Commission 
to substantiate its assessment of the measure. In particular, the Commission 
seeks input from the Member State and from third parties on the following 
issues: 

i) Objective of the aid  

The Commission seeks evidence on the contribution of the project to the 
development of the region concerned. Besides the cohesion objective 
inherent to any regional aid intervention, evidence on potential market 
failures addressed by the measure such as imperfect information, 
coordination failures, public goods, externalities will contribute to 
substantiate the positive effect of the measure. The regional contribution 
of the measure could be substantiated on the basis of direct (e.g. number 
and quality of the jobs created) and indirect effects (e.g. local 
innovation, training, knowledge spillovers). Past evaluations, impact 
assessments of similar projects and expert evaluations might be 
provided. The business plan of the undertaking can also be revealing as 
to the effect of the project on jobs created, wages paid, turnover 
generated and sales of local suppliers.  

ii) Appropriateness of the aid instrument  

The Commission seeks clarification from the Member State of why 
regional aid to the undertaking in question constitutes an appropriate 
instrument to achieve the cohesion objective.  

iii) Incentive effect  

                                                 
 
17 This may include, among others, effects on the location of the investment with regards to the 
incentive effect. 
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The Commission seeks evidence on what the undertaking in question 
does differently as a consequence of the aid. The Member State could 
provide company documents (e.g. business plan, financial reports, 
expert opinions) that show that the investment would not have been 
profitable without the aid and that no other location than the assisted 
region concerned could be envisaged 

iv) Proportionality of the aid 

The Commission seeks evidence that given the aid, the return on 
investment of the project concerned is in line with the normal rate of 
return of the undertaking in other investment projects, with the cost of 
capital of the company as a whole or with returns commonly observed in 
the industry concerned. 

v) Crowding out of private investment 

Given the relevant market share of the undertaking which triggers the in-
depth assessment, the Commission has doubts as to whether the 
beneficiary might exert its market power to the detriment of competitors. 
Therefore the Commission seeks evidence concerning the market 
concentration (Herfindahl-Hirschman Index), barriers to entry, buyer 
power and barriers to exit applicable in the different relevant markets 
concerned by the present decision both before and after the investment 
project. The Commission also seeks evidence concerning the 
performance of the markets where the additional capacity is created by 
the project both based on retrospective and prospective market data.  

vi) Effects on trade 

The Commission seeks evidence concerning any potential alternative 
locations of the investment project and indications as to which the 
project leads to a new activity or additional investment capacity. 

(109) On the basis of the evidence submitted concerning the abovementioned issues, 
the Commission will perform a balancing exercise of the positive and the 
negative effects of the aid, conducting an overall assessment of the impact of 
the aid in each of the markets concerned, in such a way as to allow the 
Commission to close the formal investigation procedure. 

4. DECISION 

(110) In light of the foregoing considerations, the Commission, acting under the 
procedure laid down in Article 88(2) of the EC Treaty, requests Poland to 
submit its comments and to provide all such information as may help to assess 
the aid measure, within one month of the date of receipt of this letter. It 
requests your authorities to forward a copy of this letter to the potential 
recipient of the aid immediately. 

(111) The Commission wishes to remind Poland that Article 88(3) of the EC Treaty 
has suspensory effect, and would draw your attention to Article 14 of 
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Council Regulation (EC) No 659/1999, which provides that all unlawful aid 
may be recovered from the recipient.  

(112) The Commission warns Poland that it will inform interested parties by 
publishing this letter and a meaningful summary of it in the Official Journal of 
the European Union. It will also inform interested parties in the EFTA 
countries which are signatories to the EEA Agreement, by publication of a 
notice in the EEA Supplement to the Official Journal of the European Union 
and will inform the EFTA Surveillance Authority by sending a copy of this 
letter. All such interested parties will be invited to submit their comments 
within one month of the date of such publication. 
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If this letter contains confidential information which should not be published, 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 publication of the full text of this letter. Your request specifying the 
relevant information should be sent by registered letter or fax to: 

European Commission 
Directorate-General for Competition 
State Aid Greffe 
B-1049 Brussels 
Fax (32-2) 296 12 42 

 
Yours faithfully, 

For the Commission 
 
 
 
 

Neelie KROES 
Member of the Commission 
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