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Subject:  State aid SA 32169 – Germany – LIP – Aid to Volkswagen Sachsen 
GmbH 

 

Sir, 

 

The Commission wishes to inform Germany 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 108(2) of the Treaty on the Functioning of the 
European Union (hereinafter "TFEU"). 

1. PROCEDURE 

(1) By electronic notification registered on 27 December 2010 at the Commission 
(SANI 5334), the German authorities notified their intention to grant regional aid 
under the Guidelines on national regional aid (hereinafter “RAG”)1 to 
Volkswagen Sachsen GmbH and to Volkswagen Sachsen Immobilienverwaltungs 

                                                 

1  OJ C 54, 04.03.2006, p. 13. 
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GmbH for an investment project in Zwickau, in the region of Chemnitz,  Saxony, 
Germany. 

(2) By letters of 4 February (2011/011336) and 5 May 2011 (2011/044311), the 
Commission requested supplementary information on the notified aid measure 
which was submitted by letters registered at the Commission on 11 April 
(2011/037541) and 9 June (2011/060186). 

2. DESCRIPTION OF THE PROJECT AND THE AID MEASURE 

(3) The German authorities intend to promote regional development by providing 
regional aid in the form of a direct grant and an investment premium to 
Volkswagen Sachsen GmbH and the Volkswagen Sachsen 
Immobilienverwaltungs GmbH for a fundamental change in the production 
process of small and mid sized car models. The investment will take place in 
Zwickau, in the NUTS II region of Chemnitz in Saxony, an assisted area pursuant 
to Article 107(3)(a) of the TFEU with a standard regional aid ceiling for large 
enterprises of 30% gross grant equivalent (GGE)2.  

2.1. The beneficiary 

(4) The recipients of the aid will be the Volkswagen Sachsen GmbH and the 
Volkswagen Sachsen Immobilienverwaltungs GmbH3, both subsidiaries of the 
Volkswagen Group, (hereinafter: "VW-Group") which has its headquarters in 
Wolfsburg, Germany.   

(5) The VW-Group manufactures cars ranging from small cars to luxury and 
commercial vehicles operating more than 40 factories in about 20 countries in 
Europe, America, Asia and Africa. In 2010, it produced more than 7 million 
vehicles and employed a workforce of about 400 000 people.  

(6) The VW-Group has some […]* manufacturing or sales joint venture agreements. 
It also outsources a limited part of its sales to third parties through more than 40 
marketing/commercial agreements. Finally, the supervisory boards of the 
Volkswagen Group and the Porsche SE agreed on the foundation of an integrated 
car group (hereinafter: "VW-PO-Group"). The German authorities confirm that 
the submitted market share data include all vehicles manufactured or sold through 
joint venture agreements, outsourcing, as well as vehicles sold by Porsche from 
2009 on.  

(7) The Volkswagen Sachsen GmbH in Zwickau manufactures mid-sized vehicles 
that belong to the A and B segments (i.e. the model Golf […] and Passat […] 

                                                 

2  See Germany's regional aid map in Commission decision of 8 November 2006 on State aid case 
N 459/06 - Regional State aid map for Germany 2007-2013 (OJ C 295, 5.12.2006, p. 6). 

3 The Volkswagen Sachsen Immobilienverwaltungs GmbH owns real estate property that it leases to the 
Volkswagen Sachsen GmbH. The beneficiary of the investment into immovable property (land, real 
estate property) will be the Volkswagen Sachsen Immobilienverwaltungs GmbH. 

* Business secret 
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Limousine) according to classification by POLK4, and car bodies for the Bentley 
and the Phaeton models (both belonging to segment D according to POLK). In 
addition, the Zwickau plant has a press shop which supplies other subsidiaries of 
the Volkswagen Group with pressed components. In 2010, the Volkswagen 
Sachsen GmbH in Zwickau employed 6 426 people. 

2.2.  The investment project 

(8) The investment project aims at changing the production process for the 
manufacturing of small and midsized (i.e. A0, A and B segment according to 
POLK segmentation) vehicles at the Zwickau plant. The A and B segment 
vehicles currently manufactured at the site are manufactured on the basis of the 
so-called platform strategy. The platform strategy enables a car manufacturer to 
produce various models belonging to one single segment on the same production 
line, but cars belonging to separate segments can only be manufactured on 
different production lines. 

(9) The beneficiary will move from the platform based manufacturing process to a 
module based manufacturing process. With the module based manufacturing 
process, a manufacturer can produce models belonging to a range of segments, 
e.g. A0 to B, on the same manufacturing line. The system is based on a degree of 
standardization that is higher than the degree of standardization associated with 
the platform strategy as it enables the manufacturer to share components and 
building modules among models of different shapes and sizes. This results in a 
degree of flexibility in the production process that is higher than in the platform 
based manufacturing system and which, compared to the platform based strategy, 
leads to significant economies of scale in product development, procurement, as 
well as in the manufacturing process. In this system, the production lines need 
only a low cost adjustment in order to produce cars belonging to a different 
segment within the same segment group, allowing a car manufacturer to react to 
market demands in a more flexible manner. The mid-sized models that will be 
manufactured on the basis of the module based strategy after the investment are 
the Golf […], the Golf […] Variant (A segment according to POLK) and the 
Passat B Variant (B segment according to POLK). There are currently no plans to 
start production of A0 segment vehicles in the near future, however the VW 
Group expressly reserves the right to do so within a period of five years following 
the completion of the investment. 

(10) The investment will involve 1) changes in the manufacturing of the vehicle body, 
in the paint shop, and in the assembly shop, as well as 2) the construction of a 
new manufacturing hall at the current site.  

(11) The beneficiary will gradually transform the current platform based 
manufacturing lines into the new module based manufacturing lines. The 
production of the new car models will gradually replace the present production. 

(12) The project involves investments in land, buildings, machinery, equipment and 
intangible assets.  

                                                 

4 POLK, along with Global Insight, is one of the major service providers analysing the car market. 
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(13) The maximum current production capacity of the Zwickau site of the VW Group 
amounts to […] A segment vehicles per day and a maximum of […] B segment 
vehicles per day. The combined capacity is limited by the capacity of the paint 
shop to […] vehicles per day.  Currently, no A0 segment vehicles are being 
produced at the site. 

(14) Following the investment, the maximum technical capacity of the plant would be 
[…] vehicles per day, i.e. […] vehicles per day per each of the two production 
lines. Technically, these […] vehicles can either be all A0 segment vehicles, or all 
A segment vehicles or all B segment vehicles.  

(15) The beneficiary, however, made a commitment that in the five years following 
completion of the investment, its production of A0 segment vehicles will not 
exceed […] per day, […] A segment vehicles per day or […] B vehicles per day. 
(These commitments are shown in brackets in Table I below.) 

(16) Based on the maximum capacity figures indicated in paragraph 14, the net 
capacity increase per day per segment in view of the technically possible 
maximum capacity is as follows: […] A0 segment cars (i.e. from the current 0 to 
[…] future capacity); […] A segment cars (i.e. […] future capacity minus […] 
current capacity); […] B segment cars (i.e. […] future capacity minus […] 
current capacity.)   

Table I:  Capacity increase  

Capacity before investment Capacity in 2015 Increase 

A0 

 

[…] […]/day – […]/a5    
 
([…]/day – […]/a) 

[…]/day -  […]/a  
 
([…]/day – 
[…]/a) 

A 

 

[…] ([…]) […] – […]/a […] – […]/a 

B […] ([…]/a) […] ([…]/a) ([…]/day 
– […]/a) 

[…] ([…]) 
([…]/day – 
[…]/a) 

 

(17) The overall investment project started in December 2009. Completion is planned 
for May 2014. Full production for the project is expected by the end of 2014.  

(18) The beneficiary applied for a direct grant on 14 December of 2009. By letter of 
18 December, the Sächsische Aufbaubank confirmed that the beneficiary will in 
principal be entitled to obtain a direct grant as incentive for the realisation of the 
investment. The investment premium is granted – in the present case, subject to 
Commission approval - under a fiscal measure that establishes a legal right to aid 
in accordance with objective criteria and without further exercise of discretion by 

                                                 

5 Calculating with 230 working days a year, the annual capacity is […] times 230. 
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the Member State. Therefore, the beneficiary did not need to apply for the 
investment allowance before start of works. 

2.3.  Costs of the investment project  

(19) The total eligible investment costs of the project are EUR 734.96 million in 
nominal value. In present value6 this amount is EUR 697 686 281. Table II 
provides a breakdown of the total eligible costs of the project by year and 
category. 

Table II:  Eligible investment costs (nominal in EUR million) 
 2009 2010 2011 2012 2013 2014 Total 

Building  […] […] […] […]  […] 

External 
Equipment  […] […] […] […]  […] 

Machinery/
Equipment […] […] […] […] […]  […] 

Intangible 
assets  […] […] […] […]  […] 

Total […] […] […] […] […]  734.96 

 

(20) The German authorities confirm that no aid will be requested for used or existing 
equipment, and that such equipment is not included in the eligible expenses of the 
project. Germany confirmed that intangible assets are obtained from third parties 
at market price. 

(21) Both the direct grant and the tax allowance are granted under the condition that 
the beneficiary will maintain the investment in the assisted region for a minimum 
period of five years after the completion of the investment project. 

2.4. Financing of the investment 

(22) The German authorities confirm that the beneficiary's own contribution exceeds 
25 per cent of the eligible costs, which is free of any public support. 

                                                 

6  The present values in this decision are calculated on the basis of a base rate of 1.45%, applicable on 
the date of the notification, on top of which 100 basis points need to be added according to the 
Commission Communication on reference rate (OJ C, 19.1.2008, p.6).  
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2.5.  Regional aid ceiling 

(23) Zwickau is situated in the Chemnitz region of the State of Saxony, which is an 
assisted area pursuant to Article 107(3)(a) of the TFEU and has a standard 
regional aid ceiling for large enterprises of 30% gross grant equivalent (GGE)7. 

2.6. Legal basis 

(24) The national legal basis for the financial support is the following: 

a. an investment premium on the basis of the "Investitionszulagengesetz 2007" 
and its successor scheme "Investitionszulagengesetz 20108";  

 
b. a direct grant pursuant to the "36. Rahmenplan der Gemeinschaftsaufgabe 

Verbesserung der regionalen Wirtschaftsstruktur (GA) für den Zeitraum 
2007-200-139". 

 

2.7.  Aid amount 

(25) The total aid amount of EUR 94 730 000 in nominal value (EUR 83 470 000 in 
net present value) to the Volkswagen Group will be paid out between 2011 and 
2016. However, the breakdown of this aid amount into the direct grant element 
and the investment premium element is not known.  

(26) The German authorities confirm that neither the approved maximum aid amount 
in present value nor the approved aid intensity (in present value) will be exceeded 
if the amount of eligible expenditure deviates from the estimated amount.  

(27) The German authorities also confirm that the aid for the project will not be 
cumulated with aid received for the same eligible costs from other local, regional, 
national or Community sources.  

2.8. Contribution to regional development 

(28) The German authorities indicate that the investment project ensures that the 
employment of circa 5 300 employees engaged in the production of A and B 
segment vehicles will be maintained.   

2.9. General provisions 

(29) The German authorities have committed to submit to the Commission:  

                                                 

7  See Germany's regional aid map in Commission decision of 8 November 2006 on State aid case 
N 459/06 - Regional State aid map for Germany 2007-2013 (OJ C 295, 5.12.2006, p. 6). 

8 Summaries of the "Investitionszulagengesetz 2007" and the "Investitionszulagengesetz 2010" were 
registered at the Commission under XR 6/07 (OJ C 41, 24.2.2007, p. 9) and under X 167/08 (OJ C 280, 
20.11.2009, p. 5) respectively.  

9 The summary of the "36. Rahmenplan der Gemeinschaftsaufgabe - Verbesserung der regionalen 
Wirtschaftsstruktur" was registered at the Commission under XR 31/07 (OJ C 102, 5.5.2007, p. 11). 
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− within two months of granting the aid, a copy of the relevant acts 
concerning this aid measure; 

− on a five-yearly basis, starting from the approval of the aid by the 
Commission, an intermediary report (including information on the aid 
amounts being paid, on the execution of the aid contract and on any other 
investment projects started at the same establishment/plant); 

− within six months after payment of the last tranche of the aid, based on the 
notified payment schedule, a detailed final report. 

3. ASSESSMENT OF THE AID MEASURE AND COMPATIBILITY  

3.1.  Existence of aid 

(30) The financial support to the Volkswagen Sachsen GmbH and the Volkswagen 
Sachsen Immobilienverwaltungs GmbH will be given by the German authorities 
in the form of a direct grant by the State of Saxony and an investment allowance 
by the Federal Republic and is thus financed from state resources. The support is 
thus given by a Member State and through State resources within the meaning of 
Article 107(1) of the TFEU. 

(31) As the aid is granted to two subsidiaries of a single group of companies, the VW-
Group, the measure is selective. 

(32) The financial support in the form of a direct grant and an investment allowance 
given to Volkswagen Sachsen GmbH and the Volkswagen Sachsen 
Immobilienverwaltungs GmbH will relieve these companies from costs which 
they would normally have had to bear themselves. Therefore, these companies 
benefit from an economic advantage over their competitors. 

(33) The financial support in the form of a direct grant and an investment allowance 
by the German authorities will be given for an investment resulting in the 
production of vehicles. Since this product is subject to intensive trade between 
Member States, the support given is likely to affect trade between Member States. 

(34) The favouring of Volkswagen Sachsen GmbH and the Volkswagen Sachsen 
Immobilienverwaltungs GmbH and Volkswagen Sachsen GmbH's production by 
the aid means that competition is distorted or is threatened to be distorted. 

(35) Consequently, the Commission considers that the aid in the form of a direct grant 
and an investment allowance given to Volkswagen Sachsen GmbH and the 
Volkswagen Sachsen Immobilienverwaltungs GmbH constitutes State aid within 
the meaning of Article 107(1) of the TFEU. 

3.2.  Legality of the aid measure 

(36) By notifying the planned aid measure before putting it into effect, the German 
authorities respected their obligation under Article 108(3) of the TFEU and the 
individual notification requirement expressed in Article 7(e) of the Block 
Exemption Regulation for regional aid, and in Article 6(2) of the General Block 
Exemption Regulation. 
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3.3.  Compatibility of the aid measure 

(37) As the measure relates to regional investment aid, the Commission assessed it on 
the basis of the RAG. The measure was notified as aid which exceeds the 
thresholds defined in points 64 and 67 of the RAG. Therefore, the Commission 
took into account the provisions of the RAG and, specifically, the provisions of 
section 4.3 of the RAG relating to large investment projects. 

3.3.1. Compatibility with the general provisions of the RAG 

(38) There is no indication that the VW-Group in general or the Volkswagen Sachsen 
GmbH or the Volkswagen Sachsen Immobilienverwaltungs GmbH in particular 
would be in financial difficulty as the conditions laid down in the Community 
guidelines on State aid for rescuing and restructuring firms in difficulty10 are not 
fulfilled. Therefore, the aid beneficiaries are eligible for regional aid. 

(39) The aid is granted in application of block-exempted schemes which respect the 
standard compatibility criteria of the RAG.  

(40) In particular, the project constitutes a fundamental change in the overall 
production process of an existing establishment and thus comprises an initial 
investment within the meaning of point 34 of the RAG: Due to an increased level 
of standardisation, the module based manufacturing process enables the 
beneficiary to use the same production lines for the production of cars that belong 
to different segments and thus provides for a level of flexibility that is 
significantly higher than the flexibility provided by the platform based 
manufacturing strategy.   

(41) The costs eligible for investment aid (see Table II above) are defined in line with 
the RAG, and the rules on cumulation are respected. 

(42) The Volkswagen Sachsen GmbH and the Volkswagen Sachsen 
Immobilienverwaltungs GmbH also have the obligation to maintain the 
investment in the region for a minimum of five years after completion of the 
project. The beneficiary provides a financial contribution of at least 25% of the 
eligible costs in a form which is free of any public support. 

(43) As the aid is granted under regional aid schemes, point 10 of the RAG requiring 
additional elements to be taken into account for the assessment of ad hoc aid is 
not pertinent at this stage of investigation. 

(44) In view of these considerations, the Commission considers at this stage that the 
standard compatibility criteria are met. 

3.3.2.  Compatibility with the provisions for aid to large investment projects 

3.3.2.1. Single investment project (point 60 of the RAG)  
(45) The Regional Aid Guidelines aim at ensuring that a Member State does not 

divide a single large investment project artificially into smaller part projects in 

                                                 

10  OJ C 244, 1.10.2004, p. 2.  
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order to avoid the application of the rules governing investment aid for large 
investment projects. Pursuant to point 60 of the RAG, such part projects 
constitute a single investment project if they are implemented within a three 
year time period and if they concern fixed assets that are combined in an 
economically indivisible way. Whether or not such investment projects 
constitute an economically indivisible entity, will be determined on the basis of 
technical, functional and strategic links between the partial projects as well as 
on their geographic proximity. 

(46) Within the three year period the Volkswagen Group received regional 
investment aid for an investment of EUR […] million into its press shop at the 
Zwickau plant which was started in 2010 and is expected to be completed in 
201311. Given that the two investments run parallel in a close geographical 
proximity, it is necessary to examine whether they constitute a single 
investment. 

(47) The German authorities informed the Commission that in 2015, […]% of the 
press components produced at the Zwickau plant will be for the model Golf […] 
Variant, […]% for the Golf […], and […]% for the Passat […] Variant. 
Although the German authorities confirm that no portion of the eligible cost of 
the project at hand will be used for the press shop, they point out that EUR […] 
million of the total of EUR […] million eligible costs that are used for the press 
shop investment will be used to invest in machinery to manufacture pressed 
components for the three models.  

(48) Based on this information, the Commission cannot exclude without doubts at 
this point that there are no technical, functional and/or strategic links between 
the investment project into the press shop and the investment project at hand and 
will examine this question in more detail in the framework of the formal 
investigation. 

3.3.2.2. Aid intensity (point 67 of the RAG)  
(49) The planned total eligible expenditure in present value for the project is EUR 734 

960 000 in nominal value and EUR 697 749 981 in present value (discounted to 
the date of notification). According to the scaling down mechanism laid down in 
point 67 of the RAG, this leads to a maximum allowable aid intensity of 11.96% 
GGE (Gross Grant Equivalent) for the project, i.e. EUR 83 470 498. 

(50) Since the intensity of the proposed aid (EUR 83 470 000 ~ 11.96% GGE) does 
not exceed the maximum allowable aid intensity, the proposed aid intensity for 
the project complies with the RAG. (This calculation, however, may need to be 
changed if the formal investigation procedure concludes that this project 
constitutes a single investment project with the investment into the press shop; 
(see paragraphs 45 to 48 above)). 

                                                 

11 The Zwickau plant is competing with other Volkswagen plants for a further EUR […] million 
investment in the […], which will be separately notified, if the notification threshold is reached. 
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3.3.2.3. Application of the filters for in-depth assessment laid down in points 68(a) and 
(b) of the RAG 
(51) The Commission’s approval of regional aid to large investment projects falling 

under point 68 of the RAG within the preliminary examination depends on the 
beneficiary's market share before and after the investment and on the capacity 
created by the investment, as well as on whether the market in question is 
underperforming or not. To carry out the relevant tests under points 68(a) and (b), 
the Commission has first to establish appropriate product and geographic market 
definitions. 

Product concerned 

(52) As a result of the investment, the Volkswagen Sachsen GmbH will produce as 
products concerned passenger cars belonging to segments A and B (and possibly 
at a later stage segment A0) according to POLK. Vehicles belonging to other 
segments and other products cannot be manufactured on the aided production 
lines.  

Relevant product market 

(53) Point 69 of the RAG provides that the relevant product 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). 

(54) The Commission recognised in its merger decisions that, although the car market 
has traditionally been segmented on the basis of a number of objective criteria 
like engine size or length of car, the boundaries between segments are blurred by 
other factors. Therefore, until now merger decisions left open the question of 
whether, for the purposes of the competitive analysis, the passenger car segment 
should be considered as one product market or should be further subdivided. 

(55) The Commission also notes that Prodcom codes12 are not relevant for a further 
segmentation because there are too many overlaps and the classification is not 
generally used in the industry to assess markets. In addition, several other 
classifications could in principle be considered that are used for different 
purposes, such as for example, the ones used by the European Association of 
Manufacturers (ACEA).  

(56) There are a number of service providers analysing the car market. Among the 
most renowned ones are ISH Global Insight and POLK. Member States and 
beneficiaries usually provide information based on segmentation by one of these 
consultancies. ISH proposes a narrow segmentation of passenger cars (27 
segments) and POLK differentiates the car market along 8 segments (A000, A00, 
A0, A, B, C, D and E), where segment A000 means urban small cars and segment 
E is the ultra luxury category. From segment A000 to E, the average price, size 
and the average engine performance of passenger cars gradually increase. 

(57) The German authorities have chosen POLK for the purpose of the notification, 
because the VW-Group operates all its long-term strategic planning and analyses 

                                                 

12  34.10.12.00, 34.10.13.00, 34.30.11.00 and 34.30.12.00 
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on the conceptual base of POLK. The Commission considers at this stage that the 
POLK market classification is appropriate and sufficiently detailed and applies 
this segmentation for the aid project at hand. 

(58) As manufacturers offer model variants with certain equipment features, allowing 
the customer to opt for a version as a passenger car (PCV) or light truck (LCV) 
and their production lines can produce both versions, there might be 
substitutability between the passenger car models and the LCV models. The 
German authorities confirmed that the new manufacturing lines will be able to 
produce the LCV models of the segment groups in question. Therefore, LCVs are 
allocated to the respective A0, A and B POLK segments. The Commission, 
however, has doubts as to whether or not LCVs constitute a separate product 
market and invites the Member State as well as interested third parties to submit 
comments in this respect, too. 

Relevant product market as combined segment ranging from segment A0 to 
segment B 

(59) The German authorities argue that the Commission should define the relevant 
product market as a combined segment ranging from A0 to B according to POLK 
segmentation, on the basis of the following grounds: 

(60) Germany argues that a certain degree of demand side substitutability exists 
between neighbouring segments. Following this logic, the German authorities 
suggest that given that there is demand-side substitutability between the A0 and 
the A and between the A and B segments, the relevant product market should be 
defined as a combined segment ranging from segment A0 to segment B. 
However, Germany expressed doubts that demand side substitutability beyond 
these segments exists. 

(61) In terms of supply side substitutability, Germany argues that there is strong 
supply side substitutability between the segments of A0, A and B as the actual 
purpose of the new investment project is to increase the flexibility of switching 
production between A0, A and B segment cars. For that reason, Germany and the 
aid beneficiary are not prepared to assign parts of the production capacity to the 
separate segments of A0, A and B.   

(62) Regarding these arguments, the Commission notes that some limited possibility 
for demand side substitution at the margins of each segment may exist. However, 
it might be difficult to argue for the demand side substitutability of vehicles at the 
ends of the proposed segment range, i.e. between a VW Polo (an A0 segment 
vehicle) and AUDI A4 (a B segment vehicle).  

(63) In its decisional practice regarding the definition of the relevant product market 
for cars, the Commission so far never accepted combined market segments as the 
only relevant product market. It relied on an approach of plausible alternative 
market definitions, defining individual car segments (including the narrowest 
segmentation for which data are available) in addition to combined segments as 
plausible relevant product markets13. The issue of whether or not the relevant 

                                                 

13 Decision N 635/2008 – Italy -- LIP – Fiat Sicily, adopted on 29. 4. 2009, OJ C 219, 12.9.2009, p. 3; 
para 76, clearly states that in addition to combined segments, the individual segment to which the model in 
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product market can be defined as a combined car segment ranging across 
segments is, amongst others, the subject matter of a formal investigation the 
Commission is carrying out in case C31/200914, regarding Hungarian regional aid 
for an investment project of the AUDI Hungaria Motor Kft, a subsidiary of the 
Volkswagen Group, and in the Polish investment aid case Fiat Powertrain 
Technologies15. 

(64) For these reasons, for the present case, the Commission leaves the precise 
definition of the relevant product market open and will consider all plausible 
alternative market definitions (including the narrowest segmentation for which 
data are available).  

(65) Since the Volkswagen Group will produce cars belonging to segments A and B 
(and possibly A0), the Commission considers at this stage that these individual 
segments as well as the combined segment (A0 to B) should all be considered as 
relevant plausible markets for this case. 

Relevant geographic market 

(66) Point 70 of the RAG provides that for the purposes of carrying out the tests under 
point 68 of the RAG, markets should normally be defined at EEA level. 

(67) The German authorities suggest that the geographically relevant market for cars is 
the global market, because the large, internationally active car manufacturers are 
in global competition. 

(68) Germany further argues that the ten largest OEMs have manufacturing sites and 
developing their distribution systems all over the world. The VW-Group's 
production sites and sales areas are located in Europe, North America, South 
America, Africa and Asia. The large OEMS also compete internally for decisions 
regarding locations, which are not limited to regions.  

(69) In addition, Germany argues that as transport costs are decreasing, export and 
import levels of vehicles are continuously increasing. Every 3rd car produced in 
the EU is exported and every 5th car is imported. Finally, Germany argues that 
there is an increasing level of market integration at the global level by way of 
mergers, as well as the formation of joint ventures and cooperations. 

(70) In support of their argument that the car market is global, the German authorities 
also provided data showing that 1) the average export quota of vehicles produced 

                                                                                                                                                 

question was assigned should also be considered as one possible relevant market. C31/2009 (ex N 
113/2009) – Hungary- LIP –Aid to Audi Hungaria Motor Kft in its paragraph 84 also indicates that each of 
the segments between A00 to E is a plausible relevant market, and the decision examines the market shares 
in each of these segments. But see also cases N 473/2008 Ford Espana (17.6.2009 ( OJ C 19, 26.1.2010, 
p.5), and N 767/2007 Ford Craoiva (OJ C 238, 17.9.2008, p. 4.) 

14  SA.27913 - C 31/2009 - HUN - LIP - Aid to Audi Hungaria Motor Kft; Decision of 28.10.2009 
(C(2009)8131) in the case C 31/2009, OJ C 64, 16.03.2010, p. 15; Extension decision of 6 July 2010 
(C(2010)4474) in the case C 31/2009, OJ C 234, 10.09.2010, p.4.. 

15 SA30340 – C/2011 (ex.N38/2010) – LIP – Fiat Powertrain Technologies Poland, Decision of  9.2.2011, 
OJ C 151, 21.5.2011, p. 5. 
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in the EEA in the A and the B segments between 2004 and 2009 amounted to [10-
20]% and [20-30]% respectively; 2) the export quota of A and B segment vehicles 
produced by VW-Group in the EEA and to be  sold outside the EEA, is between 
[10-20]% and [20-30]% for the A segment and between [10-20]% and [30-50]% 
fort the B segment between 2008 and 2015; and 3) the export quota for the 
models that will be produced at the Zwickau plant will be between [10-20]% and 
[20-30]% for the A segment models and between [3-10% and [4-10]% for the B 
segment vehicles between 2013 and 2018.  

(71) The German authorities also advanced the (subsidiary) argument that the 
geographic market in this case should be the combined EEA-North America 
market for the B segment where VW-Group's market share is below 25% in each 
relevant year. They also suggest that the geographic market for the A segment 
should be the EEA – Non-EEA Europe market where the group's market share is 
very close to, but below 25% in each relevant year.  

(72) The Commission considers that for the purpose of State aid decisions on aid to 
production facilities, which assess the effects of aid on distortions of competition 
between manufacturers and on trade between Member States, the market situation 
at manufacturing level is decisive. 

(73) In line with recent decisions regarding state aid for the car sector, the 
Commission is of the opinion that, from a supply side perspective, production in 
the car sector is at least EEA wide.  

(74) From a customer perspective, which is mainly relevant at retail level, conditions 
of competition have significantly improved in the EU, in particular as regards 
technical barriers and distribution systems, although differences in prices and 
taxation systems are still limiting factors and penetration rates of major 
competitors differ across Member States and in particular continents.  

(75) In light of the above, for the purpose of the assessment of the present case, the 
Commission considers that the relevant geographic market for the products 
concerned is at least EEA-wide. However, the Commission is not in the position 
to exclude without doubts on the basis of the arguments brought forward by 
Germany that the geographic market in the car sector for the market segments 
concerned by the investment is limited  to the EEA market; it doubts in particular 
that the relevant geographic market for the three segments concerned is the global 
market, or that the relevant geographic market for the A segment is the combined 
EEA-Non-EEA Europe market and that for the B segment, it is the EEA-Northern 
America market.  

(76) The Commission notes that the question of whether the relevant geographic 
market in car sector cases is wider than the EEA is currently being examined in 
the two pending formal investigations mentioned in paragraph 63 above.  

(77) For the purpose of this preliminary examination, the definition of the relevant 
geographic market is left open, and the market shares for the car segments for the 
68(a)-test are calculated at the level of the EEA, at world-wide level and at the 
level of the combined EEA-Northern American market for the B segment and at 
the level of the combined EEA-non-EEA Europe market for the A segment.  
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Market shares 

(78) To apply to an investment project the test laid down in point 68(a) of the RAG, 
the Commission has to check whether the beneficiary's market share exceeds 25% 
either before or after the completion of the investment. 

(79) The beneficiary’s market share is assessed at group level in the relevant product 
and geographic markets. As the investment project of the started in 2009 and full 
production is foreseen to be reached in 2014, the Commission will examine the 
market share of the VW- Group / VW-PO-Group (including all the brands 
belonging to the respective group) on the relevant markets between 2008 and 
2015. 

(80) Considering significant differences in production costs and prices of different 
passenger cars and difficulties in obtaining reliable price estimates, volume data 
are commonly used in the sector to define markets and market evolutions. The 
German authorities provided the following market share data: 

Table III:  Market shares of the VW-Group / the VW-PO-Group on the basis of 
single passenger car segments  

 

 

 

2008 

 

2009 

 

2010 

 

2011 

 

2012 

 

2013 

 

2014 

 

2015 

Segment A0 

EEA [<25]% [<25]% [<25]% [<25]% [<25]% [<25]% [<25]% [<25]% 

WW [<25]% [<25]% [<25]% [<25]% [<25]% [<25]% [<25]% [<25]% 

Segment A 

EEA [<25]% [>25]% [>25]% [>25]% [>25]% [>25]% [>25]% [>25]% 

WW [<25]% [<25]% [<25]% [<25]% [<25]% [<25]% [<25]% [<25]% 

EEA-
non-EEA 
Europe 

[<25]% [>25]% [<25]% [<25]% [<25]% [<25]% [<25]% [<25]% 

Segment B 
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EEA [>25]% [>25]% [>25]% [>25]% [>25]% [>25]% [>25]% [>25]% 

WW [<25]% [<25]% [<25]% [<25]% [<25]% [<25]% [<25]% [<25]% 

EEA- 
North 
America 

[<25]% [<25]% [<25]% [<25]% [<25]% [<25]% [<25]% [<25]% 

Segment A0 to B 

EEA [<25]% [<25]% [<25]% [<25]% [<25]% [<25]% [<25]% [<25]% 

WW [<25]% 

 

[<25]% [<25]% [<25]% [<25]%  [<25]% [<25]% [<25]% 

  Source: POLK 05/2011; for WW figures: 9/2010
   

(81) On the basis of the above figures, market shares in the A and B segments in the 
EEA in 2015 will exceed the 25% threshold. In the B segment, it exceeded the 
25% threshold already in 2008. As the aid beneficiary seems to account for more 
than 25% of the sales of the product concerned on two plausible markets, the 
threshold laid down in point 68 (a) of the RAG is considered to be exceeded at 
this stage.  

Production capacity   

(82) The Commission also has to apply to the investment project the tests laid down in  
point 68(b) of the RAG. It needs to verify whether the capacity created by the 
project exceeds 5% of the size of the market measured using apparent 
consumption data of the product concerned, and, in that case, whether the average 
annual growth rate of its apparent consumption over the five years preceding the 
start of the investment is above the average annual growth rate of the EEA's GDP 
over the same time period.  

(83) As regards the extent of the capacity created, the German authorities argue that 
only the net capacity increase should be taken into account when determining the 
capacity increase through the aided project.  

(84) As shown above in Table I, the net capacity increase (maximum technical 
possibility) in the A0 segment is […] vehicles per day, […] A segment vehicles 
per day and […] B segment vehicles per day. The following table shows this net 
increase in relation to the apparent consumption data in the EEA for the year 
preceding the investment, i.e. 2008, and demonstrates that in terms of net capacity 
increase, the 5% threshold laid down in point 68(b) in the RAG is exceeded in the 
A0 segment, with […]%. However, the German authorities submitted a 
commitment by the aid beneficiary that the beneficiary's production will be 
restrained below its technical possibilities, and will not exceed […] cars per day, 
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representing […]% of the EEA apparent consumption of A0 segment cars. (A 
commitment was also submitted relating to a maximum production below the 
maximum technical capacity also in the A and B segment, as shown in brackets in 
the table below.) 

Table IV: Additional local net capacity in percentage of the output of the total passenger 
car market in the relevant segments in 2008 

Segment Capacity 
per day 
before 
investment 

 

Maximum 
technical 
capacity 
per day 
(commit. 
as to max) 

Capacity 
increase 
per day 

(commit. 
as to 
max) 

Number 
of 
working 
days 

 

Maximum 
technical 
capacity 
per year 

(commit. 
as to max) 

Apparent 
consumptio
n in EEA 
(2008) 

Capacity 
increase 
(commit. 
as to max) 

A0 […] […] ([…]) […] 
([…]) 

230 […] ([…]) 4 588 499 [>5]% 
([<5]%) 

A […] […] ([…]) […] 
([…]) 

230 […] ([…]) 6 026 726 [<5]% 
([<5]%) 

B […] […] ([…]) […] 
([…]) 

230 […] ([…]) 2 841 047  [<5]% 
([<5]%) 

 

(85) However, the Commission is not convinced at this stage that the net capacity 
increase, and not the gross capacity increase, should be taken into account for the 
purpose of applying the filter laid down in the 68(b) test, the function of which is 
to identify cases for in-depth assessment, but not to prejudge the compatibility of 
the aid. In fact, the overall aid amount is calculated with regard to the overall 
investment costs, and not with regard to the part of the eligible expenditure 
necessary to ensure a net capacity increase. 

(86) Table V below shows the gross increase in capacity in the current case in relation 
to the apparent consumption data in the EEA for the year preceding the 
investment, i.e. 2008 and demonstrates that the 5% threshold laid down in point 
68(b) in the RAG is exceeded also in segments A and B.  

Table V: Gross capacity created in percentage of the output of the total passenger 
car market in the relevant segments in 2008 

Segment Capacity 
per day 
before 
investment 

 

Maximum 
technical 
capacity 
per day 
(commit. 
as to max) 

Capacity 
increase 
per day 

(commit. 
as to 
max) 

Number 
of 
workin
g days 

 

Maximum 
technical 
capacity 
per year 

(commit. 
as to max) 

Apparent 
consumptio
n in EEA 
(2008) 

Capacity 
increase 
(commit. 
as to max) 

A0 […] […] ([…]) […] 
([…]) 

230 […] ([…]) 4 588 499 [>5]% 
([<5]%) 

A […] […] ([…]) […] 
([…]) 

230 […]([…]) 6 026 726 [>5]% 
([>5]%) 
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B […] […] ([…]) […] 
([…])  

230 […] ([…]) 2 841 047  [>5]% 
([>5]%) 

 

(87) At this stage of the procedure, and without prejudging its position in the formal 
investigation on the use of net or gross capacity increase, the Commission cannot 
exclude that the threshold laid down in the first part of point 68 (b) is exceeded.  

(88) The Commission must therefore assess if the market is underperforming in the 
EEA based on the average annual growth rate (CAGR) of the apparent 
consumption of the product concerned. Germany submitted  the following 
information about this factor: 

EEA 2008 2003 CAGR 

A0 4 588 499  4 912 580  -1,36% 

A 6 026 726 5 841 504 0.63% 

B 2 841 047 3 459 067 -3.86% 

A0 to B 13 456 272 14 213 151 -1.09% 

          Source: POLK 05/2011 

(89) On this basis, the average annual growth in each segment was below the average 
annual growth of GDP in the EEA in the same period (i.e. 2.23%). 

(90) The Commission cannot therefore exclude, at this stage, that the investment 
project will create capacity in excess of 5% of apparent consumption of the 
products concerned in an underperforming market.  

4.  DOUBTS AND GROUNDS FOR OPENING   

(91) For the reasons set out above, the Commission, after a preliminary assessment of 
the measure, has doubts as to whether the notified aid can be considered not to 
exceed the thresholds laid down in point 68 of the RAG. 

(92) The Commission notes the disagreement with the German authorities as regards 
the following questions: 

(a) The definition of the relevant product market for the passenger car models 
in question. At this stage, the Commission has doubts whether the 
proposed segment group, as opposed to individual passenger car segments 
A0, A and B (according to the POLK classification), can be considered to 
be the relevant product market. 

(b) The definition of the relevant geographic market. At this stage, the 
Commission has doubts as to whether a geographic market in the car 
segment in general or in the segments in question can be defined as being  
wider than the EEA market. 
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(93) Further, the Commission also doubts whether or not LCVs constitute a separate 
product market from PCVs16. 

(94) In addition to the above doubts, the Commission recalls the doubts it has 
expressed in the present decision as to the issue of whether or not the capacity 
created by the investment exceeds the 5% of the size of the market measured 
using apparent consumption data of the product concerned before the investment, 
given that the corresponding markets are underperforming and are either in 
relative or absolute decline. It is recalled that according to point 70 of the RAG, 
the burden of proof that the thresholds laid down in point 68 (a) and (b) are not 
exceeded lies with the Member State. 

(95) The Commission also expresses doubts as to whether or not a parallel running 
aided investment project at the same production site which will produce pressed 
components to be used also for the car models in question constitute a single 
investment project with the investment project at hand.   

(96) Consequently, the Commission is under duty to carry out all the required 
consultations and, therefore, to initiate the procedure under Article 108(2) of the 
TFEU. 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 submitted by the Member State concerned and that provided by 
third parties, the Commission will assess the measure and will take its final 
decision. 

(97) In the event that the comments received in reply to the opening of the formal 
investigation do not allow the Commission to conclude without any doubt that the 
thresholds laid down in point 68(a) and (b) tests are not exceeded, the 
Commission will carry out an in-depth assessment of the investment project on 
the basis of the Commission Communication on the Criteria for an In-Depth 
Assessment of Regional Aid to Large Investment Projects17.  

(98) The Member State and interested parties are invited to provide in their comments 
to the opening decision all information necessary to carry out this in-depth 
assessment and to submit the appropriate information and documentation, as 
indicated in the Communication.  

(99) On the basis of the evidence submitted concerning the above mentioned factors, 
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 such a way as to allow the Commission to close the formal investigation 
procedure. 

                                                 

16  See point 58 above. 

17 Communication from the Commission concerning the criteria for an in-depth assessment of regional aid 
to large investment projects, OJ C 223, 16.09.2009, p.3. 
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5.  DECISION 

(100) In light of the foregoing considerations, the Commission, acting under the 
procedure laid down in Article 108(2) of the TFEU, requests Germany 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. 

(101) The Commission wishes to remind Germany that Article 108(3) of the TFEU has 
suspensory effect, and would draw your attention to Article 14 of Council 
Regulation (EC) No 659/1999, which provides that all unlawful aid may be 
recovered from the recipient. 

(102) The Commission warns Germany 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. 

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 

 
 
 

Joaquín ALMUNIA 
Vice President of the Commission 
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