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Sir, 

1. PROCEDURE 

(1) By electronic notification registered on 30 December 2013, the Hungarian 
authorities notified their intention to grant regional aid to Hankook Tire Hungary 
Manufacturing and Trading Ltd. (hereinafter "Hankook Hungary ").  

2. DESCRIPTION OF THE AID MEASURE 
 

2.1. Objective of the aid measure 

(2) The Hungarian authorities intend to promote regional development by providing 
regional aid needed for the extension of Hankook Hungary's existing production 
plant for tyres in Rácalmás, Fejér county, Central Transdanubia region, an area 
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eligible for regional aid under Art. 107(3)(a) TFEU, with a standard regional aid 
ceiling of 40%1. The extension is expected to create 950 direct jobs in the plant, 
thereby increasing the total number of employees to 3 175 at the end of the 
investment period.   

2.2. The beneficiary 

(3) The recipient of the aid, Hankook Hungary, is a fully owned subsidiary of 
Hankook Tire Co. Ltd (hereafter referred to as the “Hankook Group”), a Korean 
publicly held company, listed in the Korean stock exchange. The Hankook Group 
is a global tyre company, with more than 17 472 employees worldwide.  

(4) The Hungarian authorities confirmed that Hankook Hungary is not a company in 
difficulty within the meaning of the Community guidelines on State aid for 
rescuing and restructuring firms in difficulty2.  

2.3. The investment project 

2.3.1. The notified project 

(5) The investment extends Hankook Hungary's existing tyre production plant in 
Rácalmás (hereinafter: the plant), and involves the construction of new buildings 
and infrastructure and the acquisition of new equipment; it will increase the 
existing annual production capacity of 12 million tyres by another 5 million. The 
new production facility will produce ultra-high performance (hereinafter: UHP) 
tyres, Sealant and Run flat tyres and will complement the existing production of 
standard performance tyres. Hankook confirms that it will not produce radial 
tyres for truck and buses, or any other type of heavy tyres. The tyres are used for 
the original equipment market (OE, i.e the car manufacturers) and for the 
replacement market.  

 
(6) The investment project started on 17 April 2013 and is to be completed by 31 

May 2015. Operations in the new production facilities are foreseen to start on 1 
July 2014, and full production is to be reached at end of 2015 or early 2016. 
 

2.3.2. Eligible costs   

(7) The project costs that are eligible for regional investment aid amount up to HUF 
91 980 920 (EUR 305.54 million) in present value. Table 1 below presents the 
breakdown of the eligible costs in present value.  

                                                 
1 State Aid N 487/2006 – Hungary- Regional State aid map  2007-2013 ( OJ C 256, 24.10.2006) 

2  OJ C 244, 1.10.2004, p. 2.  
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Table 1: Breakdown of the project costs in ‘000 HUF  
 

 

 

 

 

 

 
Table 2: Breakdown of the project costs in ´000 EUR  

 

 

 

 

 

 

(8) The Hungarian authorities confirmed that all assets included in the eligible 
expenditure will be new. Intangible assets are excluded.  

 

2.3.3. Previous projects on the same site 

(9) On 26 June 2006, the Commission authorized regional investment aid to Hankook 
Hungary (N 34/20063) for the construction of a tyres plant (greenfield 
investment), for the production of light commercial tyres and passenger cars' 
tyres. The project started in 2006 and was completed in 2007, with an eligible 
expenditure of EUR 424 877 769.  

(10) Additionally, on 20 July 2012, the Hungarian authorities granted aid amounting to 
HUF 558 530 187 (EUR 1 961 407) in current value under the scheme Support of 
complex technology development and employment (GOP Project)4, for an 
investment project related to the acquisition of a mixing machine which is 
technically and functionally linked to the production process of the existing plant: 

                                                 
3 OJ C/232/2006, of 27.9.2006 

4 SA.33858 (2011/X)  

 2013 2014 2015  Total 

Land    - -  0 

Building/construction (….) (….) (….)  21,838,439 

Machinery (….) (….) (….)  70,112,481 

IT/Others     0 

Total (….) (….) (….)  91,950,920 

 2013 2014 2015  Total 

Land    - -  0 

Building/construction  (….) (….) (….)  72,567 

Machinery (….) (….) (….)  232,978 

IT/Others     0 

Total (….) (….) (….)  305,546 
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the mixing machine is located in the already existing manufacturing plant; it is 
technically impossible to use it for the extension part of the plant, and thus has no 
functional or technological link with the notified project.  

2.4. Legal basis 

(11) The notified financial support is to be given through two different instruments:   

(12) The Ministry of National Development will provide a cash grant based on the 
Earmarked scheme for investment promotion (cash grant)5, put into effect under 
Commission Regulation (EC) 800/2008 declaring certain categories of aid 
compatible with the common market in application of Article 87 and 88 of the 
Treaty6 (General Block Exemption Regulation, hereinafter "GBER"), having as 
its national legal basis the "governmental Decree 270/2012. (IX.25.) on the rules 
of regional investment grants based on individual Government decision and the 
use of Earmarked scheme for investment promotion".  

(13) A tax allowance will be granted by the Ministry of Finance on the basis of the 
scheme “Development Tax Benefit” N 651/20067. This scheme was established 
by “Act LXXXI of 1996 on Corporate Tax and Dividend Tax” and by 
"Government Decree 206/2006 (X.16.) on Development Tax Allowance". 

2.5. Aid amount   

(14) The Hungarian authorities intend to grant aid in the form of a cash grant and in 
the form of a tax allowance. The aid to be granted in the form of cash grant 
amounts to HUF 7 262 258 (in thousands) (EUR 24.132 million) in present value. 
The aid to be granted in the form of tax allowance amounts to HUF 10 178 483 
(in thousands) (EUR 33.822 million) in present value. The aid is planned to be 
paid out in annual instalments according to the following schedule: 

                                                 
5 SA. 35772 (12/X) (Investment subsidies granted by individual Government decision),  OJ C 69, 8 March 

2013 

6 OJ L 214, 9.8.2008, p. 3– 

7  Commission decision of 10.05.2007 in case N 651/2006 concerning the Development tax benefit 
(amendment of N 504/2004), OJ C 152, 06.07.2007, p. 2.  

http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=CELEX:32008R0800:EN:NOT
http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=CELEX:32008R0800:EN:NOT
http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=CELEX:32008R0800:EN:NOT
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Table 3: Aid in ‘000 HUF  

Thousand 
HUF 

Type of 
aid 

2014 2015 2016 2017 Total 

Cash 
grant 

(….) (….) (….) (….) 7,687,696 Current 

Value 
Tax 

Allowance 

(….) (….) (….) (….) 11,961,720 

Cash 
grant 

(….) (….) (….) (….) 7,262,258 Present 

Value 
Tax (….) (….) (….) (….) 10,178,483 

Discount rate: 4.83%8   

Table 4: Aid in ´000 EUR  

Thousand 

EUR  

Type of 
aid 

2014 2015 2016 2017 Total 

Cash 
grant 

(….) (….) (….) (….) 25,516 Current 

Value 
Tax (….) (….) (….) (….) 39,748 

Cash 
grant 

(….) (….) (….)  24,132 Present 

Value 
Tax (….) (….) (….) (….) 33,822 

2.6. Aid intensity and cumulation with other investment aid  

 

                                                 
8 Discount rate established in application of the reference base rate for Hungary of 3.83%, in force at the 

time of the notification 
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(15) The envisaged aid of HUF (in thousands) 17 440 741/ EUR 57.95 million in 
present value for eligible expenditure of HUF (in thousands) 91 950 920/EUR 
305.54 million in present value corresponds to an aid intensity of 18.97 %. The 
Hungarian authorities declared that the financial support for the project will not 
be combined with any other financial support that would be disbursed for the 
same eligible costs from any other local, regional, national or European Union 
source.  
  

2.7. Own contribution 

 
(16) The notification states that the aid beneficiary will contribute at least 25% to the 

financing of the investment.  
. 

2.8. Incentive effect  

(17) The Hungarian authorities confirmed that the applications for aid were submitted 
by Hankook Hungary before the work was started on the project on 17 April 
2013.  

(18) On 8 January 2013 Hankook Hungary applied for discretionary investment 
subsidies (cash grant), i.e. before the start of the work on the project. On 31 
January 2013 the Hungarian authorities confirmed that the investment project, 
subject to detailed verification, was in principle eligible for the aid applied for.  

(19) The application for a tax allowance was presented by the beneficiary to the 
Hungarian authorities on 15 April 2013, i.e. before the start of the work on the 
project. As the tax allowance is granted automatically to qualifying expenditure 
without any discretion on the part of the authorities, there is no need for the 
authorities to confirm in writing that the project in principle meets the conditions 
of eligibility laid down by the scheme before the start of work on the project.  
Therefore, the Hungarian authorities did not issue such a confirmation.  

2.9. Maintenance of the assisted activity 

(20) The aid beneficiary is obliged to maintain the investment capacity for a minimum 
period of 5 years after completion of the investment. The beneficiary also 
undertakes to maintain the number of new employees in the region concerned for 
five years after putting the investment into operation. This commitment is 
included in the Incentive Agreement and will be verified regularly through a 
yearly implementation report to be submitted by Hankook Hungary. 
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2.10. General provisions 

(21) The Hungarian authorities undertook to submit to the Commission:  

− within two months after the signature of the contract between the granting 
authority and the beneficiary, a copy of the relevant contractual acts 
concerning the aid measure; 

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

− within six months after payment of the last tranche of the aid, in 
accordance with the notified payment schedule, a detailed final report. 

3. ASSESSMENT OF THE AID MEASURE AND COMPATIBILITY  

3.1. Existence of aid 

(22) The cash grant and the development tax allowance are financed through the 
budget of the State. The support can thus be considered as given by the Member 
State and through State resources within the meaning of Article 107 (1) TFEU. 

(23) As the aid is granted to a single company, Hankook Hungary, the measure is 
selective. 

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

(25) The measure is likely to affect trade between Member States as it applies to a 
sector where trade between Member States exists. 

(26) The favouring of Hankook Hungary and its production by the Hungarian 
authorities means that competition is distorted or threatened to be distorted9.   

(27) Consequently, the Commission considers that the notified measure constitutes 
State aid to Hankook Hungary within the meaning of Article 107(1)  TFEU. 

                                                 
9  According to the case-law of the European Court of Justice, the improvement of the competitive 

position of an undertaking by reason of a State aid generally implies a distortion of competition vis-à-
vis competing undertakings which are not in receipt of such support (Case C-730/79, Philip Morris 
Holland BV v Commission[1980] ECR. 2671, paragraphs 11 and 12) 
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(28) Having established that the notified measure constitutes State aid within the 
meaning of Article 107(1) TFEU, it is necessary to examine whether the measure 
can be found compatible with the internal market. 

3.2. Legality of the aid measure 

(29) By notifying the planned aid measure before putting it into effect, the Hungarian 
authorities have respected their obligations under Article 108(3) TFEU,  since the 
notification of individual aid above a certain amount is required  by the GBER (in 
the case of  the cash grant scheme) and by the  Commission decision approving  
the tax allowance scheme.  

(30) The aid to Hankook Hungary will be granted only after its approval by the 
Commission. 

3.3. Compatibility of the aid measure 

(31) As the objective of the measure is to promote regional development in an area 
designated in accordance with Article 107(3)(a)  TFEU, and the aid is to be 
awarded before 1 July 2014, the compatibility of the measure with the internal 
market has to be assessed on the basis of the Guidelines on national regional aid 
for 2007-201310, as prolonged by the Guidelines on Regional State aid for 2014-
202011. 

(32) The investment project constitutes an individually notifiable large investment 
project within the meaning of paragraphs 60 and 68 of the RAG, as its eligible 
expenditure exceeds EUR 50 million, calculated at prices and exchange rates at 
the date of the notification, and the envisaged aid amount of HUF (in thousands) 
17 440 741/ EUR 57.95 million in present value exceeds the applicable individual 
notification threshold of EUR 30 million. . 

(33) The aid measure must therefore be assessed in accordance with the applicable 
provisions of the RAG and, in particular, with the rules on regional investment 
aid for large investment projects.   

3.3.1. Compatibility with the provisions of the RAG 

(34) The project to be supported is situated in an area eligible for regional investment 
aid, as defined by the Hungarian regional state aid map12 .  

                                                 
10 OJ C 54, 4.3.2006, p. 13 

11 OJ C209, 23.07.2013 

12 State Aid N 487/2006 – Hungary- Regional State aid map  2007-2013 ( OJ C 256, 24.10.2006) 
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(35) The Commission considers that the project constitutes the extension of an existing 
establishment and thus represents an initial investment within the meaning of 
paragraph 34 of the RAG; pursuant to that paragraph 34 of the RAG, an initial 
investment means an investment in material and immaterial assets relating to the 
setting up of a new establishment, the extension of an existing establishment, the 
diversification of the output of an establishment into new, additional products, or 
a fundamental change in the overall production process of an existing 
establishment.  

(36) The eligible expenditure of the project (new material assets in form of land, 
buildings and equipment) is defined in conformity with sections 4.1 and 4.2 of the 
RAG.   

(37) The aid fulfils the incentive effect requirements laid down in paragraph 38 of the 
RAG. Hankook Hungary applied for the cash grant on 8 January 2013 and for the 
Development tax allowance on 15 April 2013, i.e. before starting work on the 
project (on 17 April 2013). As mentioned in recital 17 above, on 31 January 2013 
the Hungarian authorities confirmed that the investment project, subject to 
detailed verification, was in principle eligible for the aid applied for. The 
application for a tax allowance was also presented by the beneficiary to the 
Hungarian authorities before the start of works, on 15 April 2013.This ensures, 
prima facie, that the regional aid produces an incentive effect in line with 
paragraph 38 of the RAG.  

(38) Under the Incentive Agreement, Hankook Hungary has the obligation to maintain 
the investment in the region for a minimum of five years after completion of the 
project, in accordance with paragraph 40 of the RAG. 

(39) The beneficiary finances 68% of the project from its own resources, and thus 
provides an own contribution of at least 25% of the eligible costs in a form which 
is free of any public support, in line with paragraph 39 of the RAG. 

(40) Hankook Hungary is not a firm in difficulty within the meaning of the Rescue and 
Restructuring Guidelines. Therefore, the company is not excluded, pursuant to 
paragraph 9 of the RAG, from the scope of application of the RAG. 

(41) Paragraph 60 of the RAG states that in order to prevent that a large investment 
project is artificially divided into sub-projects13, such a project will be considered 
as a single investment project when the initial investment is undertaken in a 
period of three years and consists of fixed assets combined in an economically 

                                                 
13  Member States might be inclined to notify two separate projects because treating them as separate 

instead of as one single investment project normally allows a higher maximum aid intensity, since in 
this way the application of the automatic scaling-down mechanism of paragraph 67 of the RAG would 
be avoided. 



11 

indivisible way. According to footnote 55 of the RAG, "to assess whether an 
initial investment is economically indivisible, the Commission will take into 
account the technical, functional and strategic links and the immediate 
geographical proximity. The economic indivisibility will be assessed 
independently from ownership. This implies that to establish whether a large 
investment project constitutes a single investment project, the assessment should 
be the same irrespective of whether the project is carried out by one undertaking, 
by more than one undertakings sharing the investment costs or by more 
undertakings bearing the costs of separate investments within the same 
investment project (for example in the case of a joint venture)".  

(42) The beneficiary previously received aid, within the three year reference period,  
for the acquisition of a mixing machine which is used in the production of 
standard "passenger car radial" (hereinafter referred to as "PCR") and tyres for 
light commercial vehicles (hereinafter referred to as "LTR") in the existing part of 
the plant, and located there. This mixing machine (GOP) is neither technically, 
nor functionally, nor strategically linked to the notified investment project: it 
cannot be used in the production of ultra-high performance tyres and run-flat 
technology tyres for which the new production facilities are built. In fact, the 
mixing machine uses ten different types of rubber to produce the mix needed for 
the standard tyres. The mix required for the ultra-high and run-flat tyres is 
different from the mix needed for tyres produced at the existing plant. Moreover, 
the mixing machine cannot be moved from one plant to the other, and there is no 
functional possibility of transporting the mixed rubber from one part of the plant 
to the other. Therefore the Commission considers that the previously aided 
investment into the mixing machine does not constitute a single investment 
project with the notified aid.  

(43) In accordance with paragraph 41 of the RAG, the aid intensity is defined as the 
percentage of the envisaged aid in the eligible expenditure, both calculated in 
present values (and exchange rates) at the date of the notification.   

 
(44) Hungary confirmed that no other than the notified aid will be granted to support 

the investment project. 

(45) In accordance with paragraph 67 of the RAG, the standard regional aid ceiling 
applicable to large firms is progressively reduced for large investment projects, 
i.e. investment projects with eligible expenditure exceeding EUR 50 million. In 
the Central Transdanubia region which has a standard aid ceiling of 40%, for an 
investment project with eligible expenditure of EUR 305.54 million (in present 
value and exchange rates on the date of notification), this adjusted aid ceiling 
amounts to 18.97% . The planned aid amount of EUR 57.954 million (in present 
value and exchange rates of date of notification) leads to a planned aid intensity 
of 18.97% which coincides with the adjusted aid intensity ceiling. As Hungary 
undertook not to exceed this aid intensity if the eligible expenditure incurred 
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should remain below the planned expenditure, and not to exceed the notified aid 
amount if the eligible expenditure incurred should exceed the planned 
expenditure, the provisions of the RAG on aid intensity and maximum aid 
amount are respected.  

3.3.1.1. Application of the thresholds for in-depth assessment laid 
down in paragraph 68(a) and (b) of the RAG 

(46) Under the provisions of paragraph 68 of the RAG, the Commission cannot 
approve aid within the preliminary examination and has to open a formal 
investigation in view of carrying out an in-depth assessment if the market share of 
the aid beneficiary on the relevant product and geographic market exceeds a 
certain threshold (paragraph 68(a)-test), or if the capacity increase created by the 
project exceeds a certain threshold provided the market concerned is 
underperforming compared to the evolution of the EEA GDP over a reference 
period (paragraph 68(b)-test). Where these thresholds are exceeded, the 
Commission will carry out a detailed verification, following the opening of the 
procedure provided for in Article 108(2) TFEU, to be able to determine 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.  

(47)  Where an in-depth assessment is necessary, it will be carried out on the basis of 
the Communication from the Commission concerning the criteria for an in-depth 
assessment of regional aid to large investment projects14 (IDAC).  

(48) To examine whether the thresholds laid down in paragraph 68(a) and (b) of the 
RAG are exceeded, it is first necessary to identify the product(s) concerned by the 
investment project, and to establish the relevant product and geographic market 
(or markets). 

• Product concerned by the investment project 

Product concerned 

(49) According to paragraph 69 of the RAG, the product concerned is normally the 
product covered by the investment project. However, when the project concerns 
an intermediate product and a significant part of the output is not sold on the 
market, the product concerned may be the downstream product.  

(50) In the case at hand, the investment concerns exclusively the manufacturing of 
ultra- high performance and high performance (hereinafter "HP") tyres15 for 

                                                 
14 OJ C 223, 16.9.2009, p. 3–10 
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passenger cars and light commercial vehicles for the sizes at or above 16 inches, 
which, as Hankook Group is not an integrated car manufacturer, are not used in 
captive production, but sold on the market. The production facilities cannot be 
used for other purposes without major investments. Hungary also confirmed that 
there are no other intermediate products, semi-finished products or by-products 
manufactured at the plant that could be sold as a different product on the market. 
The Commission also notes that Hankook Hungary undertook not to produce 
radial tyres for trucks and buses (known as "truck and bus radial", hereinafter 
"TBE"), or any other type of heavy tyres like the ones used in agricultural 
vehicles (like tractors; hereafter referred to as "AG"), road building moving 
machinery (hereinafter "OTR"), industrial tyres (hereinafter "ID") and aircrafts in 
the expanded plant for at least five years after the completion of the notified 
project16. 

(51) Therefore, the Commission considers ultra-high performance and high 
performance tyres of the sizes at or above 16 inches for passenger cars and light 
commercial vehicles to be the product concerned for the purpose of this decision.   

Relevant product market  

(52) In accordance with paragraph 69 of the RAG, 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)17. 

(53) In addition, paragraph 70 of the RAG lays down that, for the purpose of applying 
paragraph 68(a) and (b) of the RAG, sales and apparent consumption18 will be 

                                                                                                                                                 
15 Hankook has developed its own Run flat and Sealant type to avoid accident in case of puncture. This 

new technology and product will be produced in the Hungarian plant. 

16 While PCR and LTR tyres are quite similar in terms of tyre’s size and weight, TBR tyres are 
significantly bigger and heavier. The weight of a TBR can be up to 10 times that of a PCR or LTR. 
The same goes for AG, OTR, ID and aircraft types of tyres. Hankook Hungary mentions that at least 
the differences between, on the one hand, the heavy tyres like TBR, AG, OTR, ID and aircraft tyres, 
and, on the other hand, the light types of tyres like PCR/LTR, are such that different machinery must 
be used in the production lines for manufacturing these different types of tyres. Moreover, different 
compounds have to be used for diverse heavy types of tyre (e.g. nylon belts for AG, OTR, ID instead 
of steel belts for TBR). The difference between the light tyres and heavy tyres are such that different 
manufacturing equipment, as well as different components must be used for manufacturing heavy tyres 
as opposed to PCR/LTR. Consequently, most tyre companies do not manufacture heavy types of tyres 
in the same production plant as light tyres like PCR/LTR. Although most tyre companies produce all 
kinds of tyres, it can be derived from the Commission decisions referred to above that other tyre 
manufacturers share this point of view. Hankook Hungary technically cannot produce heavy types of 
tyres with the machinery envisaged for the project. 

17  Cf. point 7 of the Commission notice on the definition of the relevant market for the purposes of 
Community competition law (OJ C 372, 9.12.1997, p. 5). 

18 Apparent consumption is production plus imports minus exports. 
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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. 

(54) The Hungarian authorities indicated that the new plant is intended to manufacture 
two types of tyres: ultra-high performance and high performance tyres. These are 
tyres belonging to the market of the tyres for PCR and tyres for LTR vehicles, 
like vans. Moreover, they pointed out that the relevant Prodcom codes for these 
products are 22.11.11.00 (new pneumatic rubber tyres for motor cars, including 
for racing cars) and 22.11.13.55 (new pneumatic rubber tyres for buses or lorries 
with a load index < 121). The Prodcom classification does not distinguish 
between the OE and the replacement market, and Hankook Hungary will supply 
to both distribution channels. 

(55) For the purposes of the verification of the thresholds laid down in paragraph 68(a) 
and (b) of the RAG the Hungarian authorities have provided information based on 
the segmentation established by the market research company LMC International. 

(56) LMC International, a major forecasting consultancy, proposes segmentation of 
the tyre market and is used as a common reference in the sector. It allocates tyres 
to different segments, based on a combination of all factors: size and replacement 
or original market (OE) tyres.  

(57) The Commission analysed the tyre market in several merger and antitrust 
decisions19 and in a state aid decision20 taken under the Multisectoral Framework 
on regional aid for large investment projects21. In the latter decision, the 
Commission based its assessment on data defined on the basis of the LMC 
International segmentation. Each type of tyre (PCR, LTR, etc.) includes a wide 
range of different qualities, treads and sizes. On the production side, certain 
production flexibility exists: most production lines are available to produce a 
certain range of sizes, (e.g. tyres between 13 and 18 inches or between 16 and 21 
inches), or to produce tyres with different quality characteristics. PCR and LTR 
tyres are frequently produced on the same production lines. On the demand side, 
the market is subdivided between the original equipment (OE) market (where the 
car manufacturers are the clients), and the replacement market (where a large 

                                                 
19 Anti-trust decision of the Commission of 20 June 2001, case COMP/E-2/36.041, PO-Michelin (OJ L 

143, p. 1, of 31.5.2002); Merger Decision of the Commission of 8 June 2007, case COMP/M.4516, 
case Continental-Matador, Merger decision of the Commission of 23 July 1999, case IV/M.1470, 
Goodyear-Sumitomo; Merger Decision of the Commission of 7 March 2003, case COMP/M.3081, 
Michelin/Viborg.  

20   Case SA 20416 Aid to Hankook  (OJ C 232 27.9.2006). 
21 OJ C 70 of 19.3.2002, p-8 
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number of smaller and bigger commercial distribution chains buy tyres and sell 
them to car owners as final consumers). The replacement market accounts for 
some 70% to 80% of the overall tyre market. Limited price differences exist for 
the same tyre on these two markets. From the demand side, the type of tyre 
acquired by end-users/consumers depends obviously and firstly on the type of 
vehicle, and the purpose for which the vehicle is used. Light types of tyre, used 
for cars or vans, are not interchangeable against heavy types of tyre used for 
trucks or tractors and are thus not substitutable from the end-users/consumers 
demand side point of view. However, within the light types of tyres, included in 
the LMC classification of the combined PCR/LTR segment, strong demand side 
substitutability exists (see footnote 18). In the light of existing flexibilities at 
producer and consumer levels, available statistics do not sub-segment the tyre 
market within the LTR or PCR segment beyond the type of tyre (PCR, LTR, etc) 
and OE and replacement market. In particular, there are no statistics available that 
would allow to proceed to a deeper segmentation, e.g. allowing to differentiate 
whether UHP or HP tyres22 belong to a smaller market segmentation). 

(58) As no information of further sub-segmentation below the combined PCR/LTR 
segment is available, and heavy types of tyres like TBR, AG, OTR, ID are not 
substitutable, neither from the supply nor the demand side, with PCR/LTR tyres, 
the Commission considers that this market classification (OE and replacement 
segments) for the combined PCR/LTR segment is an appropriate and sufficiently 
detailed reference for the purpose of the assessment of the aid project at hand. 

• Relevant geographic market 

(59) The Commission also needs to define the relevant geographic market for the 
purpose of assessing the project under paragraph 68 of the RAG. 

                                                 
22 According to the notification, within the PCR and LTR tyres, different tyres are manufactured including high 

performance and ultrahigh performance tyres. There is no exact definition for HP and UHP tyres and many car 

producers use these terms primarily for marketing purposes. In general, tyres at or above 16 inches width could be 

classified as HP or UHP. From a cars manufacturer side, smaller cars are typically not made for the use of HP and 

certainly less so for UHP tyres, while medium and top end cars are more often using HP and UHP tyres. 

Historically, the use of HP and UHP tyres is increasing and will most likely continue to increase in the future 

beyond the type of car, the nature of use, as well as the customer´s attitude will impact whether HP or UHP tyres 

are used for cars. It is possible that UHP tyres are used as summer tyres while HP tyres are used for winter tyres 

for the very same vehicle. 
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(60) In accordance with paragraph 70 of the RAG, markets should normally be defined 
at EEA level for the purpose of carrying out the tests laid down in paragraph 
68(a) and (b) of the RAG.  

(61) The Hungarian authorities consider that the products envisaged by the investment 
will be sold mostly on the global market, and that the relevant geographic market 
is the global market; nevertheless, Hankook Hungary has provided market data 
also at EU/EEA level.  

(62) The Commission considers that the relevant geographic market is at least EEA 
wide, and leaves, for the purpose of applying the present tests, the exact definition 
of the geographic market open. It will carry out the tests both at the EEA and 
worldwide levels. 

• Threshold laid down in paragraph 68(a) of the RAG 

Market shares 

(63) In accordance with paragraph 68(a) of the RAG, the Commission has to analyse 
the market share of the aid beneficiary before and after the investment and check 
if the market share exceeds 25%.  

(64) The beneficiary’s market share is assessed at group level in the relevant product 
and geographic markets. As the new investment project of Hankook started in 
April 2013 and full production is foreseen to be reached in May 2015, the 
Commission will examine the market share of Hankook at group level on the 
relevant market between 2012 and 2016. 

(65) The Commission first examines the data on market shares of the Hankook Group 
in 2012 and 2016 at the EEA-level. To establish the market share of Hankook, the 
Commission compared the sales, in value and in volume terms, of the relevant 
products by the Hankook Group at the EEA-level to the overall sales on the 
market. 

(66) The EEA23 and worldwide figures on overall sales in volume terms are based on 
data published in the independent LMC World Tyre Forecast Service 2012 report 
(hereafter referred to as the “LMC report”).  

(67) As the LMC study covers volume only (divided into OE and replacement 
segments and tyre categories), the sales value figures are calculated on the basis 
of EU27 unit value published by Eurostat in the Prodcom Annual Data tables for 

                                                 
23 As the LMC report does not contain data at EEA-level as such, figures of EU-27 (except Bulgaria) plus 

the figures for Norway were taken into account 
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the years 2008 and 201224. In order to the make projections of unit value figures, 
a certain ‘Compound Annual Growth Rate’ (hereafter referred to as “CAGR”) is 
used to calculate the figures for 2016. This CAGR is calculated by taking the 
average growth of the period 2008-2012 from the LMC report, in each possible 
submarket (PCR/LTR taken separately and together for OE/replacement market 
taken separately and together). On average the CAGR used is around 4%25. The 
unit value of 2016 was then defined by multiplying the CAGR and the sales 
volume figures for 2016. 

(68) The sales in volume and value terms of the Hankook Group itself are based on the 
company’s own figures, calculations and estimates. There is no independent 
source available that would allow checking these. However, in the annual reports 
of the Hankook Group, the total tyre sales figures (i.e. LTR, PCR and TBR taken 
together) in Europe are mentioned in value terms. The Commission compared 
these 2012 data with the data concerning 2005 (on PCR, TBR and LTR market 
together) submitted in the notification. As these sales figures were comparable, it 
can be concluded that the sales figures of the Hankook Group are realistic. The 
sales volume and value figures of 2012 are based on 2012 shipment results for 
EU27 Member States. The data of 2016 are the best estimates of the Hankook 
Group where sales value figures were forecasted on the basis of product mix and  
increase in price targets over the long-term. 

(69) The above mentioned data result in the following market shares, in volume and in 
value terms, in the individual submarkets: 

                                                 
24 Eurostat Prodcom Annual Data statistics are available in the following website: 

http://epp.eurostat.ec.europa.eu/portal/page/portal/prodcom/data/tables_excel    

25 The CAGR varies between 3.35% and 5.09% depending on the submarket in question. 
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Table 5: The beneficiary’s market shares in the EEA at group level for the combined PCR/LTR and 
individual PCR and LTR tyre markets and the combined and separate OE and replacement markets 

Market share in 2012 (%) Market share in 2016 (%)  

In volume 
terms In value terms In volume 

terms In value terms 

OE 
PCR 
LTR 
Total 

 <10 
<10 
<10 

<10 
<10 
<10 

<10 
<10  
<10 

<10  
<10 
<10 

Replacement 
PCR 
LTR 
Total 

<10 
<10 
<10 

<10 
<10 
<10 

<10 
<10 
<10 

<10 
<10 
<10 

OE + Rep. 
PCR 
LTR 
Total 

<10 
<10 
<10 

<10 
<10 
<10 

<10 
<10 
<10 

<10 
<10 
<10 

(70) As the Hungarian authorities submitted also figures on the sales of the Hankook 
Group in volume terms at worldwide level, the Commission compared them to 
the overall sales on the tyre market from the LMC report 2012 figures with a 
CAGR of 4%, considering also the same possible market segmentations as for the 
EEA-level assessment above.     

 
Table 6: The beneficiary’s worldwide market share at group level for the combined PCR/LTR and 

individual PCR and LTR tyre markets and the combined and separate OE and replacement markets 

Market share in 2012 (%) Market share in 2016 (%)  

In volume 
terms In value terms In volume 

terms In value terms 

OE 
PCR 
LTR 
Total 

 <10 
<10 
<10 

<10 
<10 
<10 

<15 
<10  
<10 

<10  
<10 
<10 

Replacement 
PCR 
LTR 
Total 

<10 
<10 
<10 

<10 
<10 
<10 

<10 
<10 
<10 

<10 
<10 
<10 

OE + Rep. 
PCR 
LTR 
Total 

<10 
<10 
<10 

<10 
<10 
<10 

<10 
<10 
<10 

<10 
<10 
<10 

 

(71) Tables 5 and 6 above  show that the market share of the Hankook Group is below 
the 25 % threshold on all possible relevant product and geographic markets at the 
EEA-level and at worldwide level (irrespectively of whether PCR and LTR 
markets are assessed separately or together, and whether the OE and the 
replacement markets are considered individually or together in either the PCR, 
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the LTR or the combined market). Indeed, the highest market share is around 8% 
which is far below the 25% mentioned in point 68 (a) of the RAG 2007-2013.  

(72) Therefore, the Commission concludes that the threshold laid down in paragraph 
68 (a) of the RAG 2007-2013 is not exceeded, and that the outcome of the 68(a) 
test does not require the Commission to proceed to an in-depth assessment based 
on the IDAC.   

• Threshold laid down in paragraph 68(b) of the RAG 

(73) In accordance with paragraph 68(b) of the RAG, it is necessary to verify whether 
the capacity created by the investment project is more than 5 % of the market 
measured using apparent consumption data of the product concerned at EEA 
level, unless the average annual growth rate of its apparent consumption over the 
last five years is above the average annual growth rate of the EEA’s GDP. 

 

Capacity created by the investment project 

(74) As indicated in recital 7, the investment project started in 2013; accordingly, the 
relevant reference year for verifying whether the capacity created by the 
investment project is more than 5 % of the market at EEA level is 2012. 

(75) As table 7 shows, the additional capacity of 5 million units is clearly below 5% of 
the market size at EEA level for all plausible product markets. The breakdown of 
foreseen sales between the OE and replacement market is based on estimates 
given by Hungary, and cannot be verified by the Commission services. However, 
even if the bulk of the additional production was sold on the smaller OE market, 
the 5% threshold is unlikely to be exceeded. 

Table 7:  Capacity created by the project compared to the size of the market 

Capacity created as a % of EEA market size 
 

In volume terms In value terms 

OE 
PCR 
LTR 
Total 

<5 
<5 
<5 

<5 
<5 
<5 

Replacement 
PCR 
LTR 
Total 

<5 
<5 
<5 

<5 
<5 
<5 

OE + Repl. 
PCR 
LTR 
Total 

<5 
<5 
<5 

<5 
<5 
<5 
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(76) As the capacity created by the investment project of Hankook Hungary is below 
the 5 % threshold mentioned in point 68 (b) RAG with regard to the size of the 
EEA market, it is below that threshold also if applied to the substantially larger 
world market. It is therefore also not necessary to check if the market is in 
(relative) decline in accordance with point 68 (b) RAG. Whatever the observed 
relative growth rate, the outcome of the 68(b) test does not require that the 
Commission proceeds to an in depth assessment of the aid on the basis of the 
Communication from the Commission concerning the criteria for an in-depth 
assessment of regional aid to large investment projects (IDAC).  

(77) Therefore, on the basis of the figures stated in table 7 above, the Commission 
concludes that the investment project of Hankook Hungary is compatible with 
point 68 (b) RAG. 

No need for in-depth assessment  

(78) In view of the findings detailed above, the Commission concludes that an in-
depth assessment of the aid is not necessary.  

Conclusion  

(79) The notified aid meets  all the compatibility criteria laid down in the RAG. The 
fact that the thresholds of the  tests laid down in paragraph 68(a) and (b) of the 
RAG  are not exceeded signals that the aid does not lead to major distortions of 
competition. Since the aid leads to the creation of 950 additional new jobs in a 
region eligible for regional aid pursuant to Article 107(3)(a), the contribution of 
the aid to regional development clearly outweighs its negative effects on trade 
and competition. Accordingly, s the triggers for in-depth assessment as 
established in paragraph 68 of the, the notified aid measures can be considered 
compatible with the internal market in accordance with Article 107(3)(a) TFEU. 

DECISION 

(80) The Commission decides, on the basis of the foregoing assessment, that the aid in 
discounted value of HUF (in thousands) 17 440 741 with an aid intensity of 18.97 
% GGE, granted by Hungary in favour of to Hankook Tire Hungary 
Manufacturing and Trading Ltd is compatible with the internal market in 
accordance with Article 107(3)(a) TFEU.  

(81) 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: 
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European Commission 
Directorate-General for Competition 
State Aid Greffe 
B-1049 Brussels 
Fax No: 32 2 296 12 42 

 

 

 

Yours faithfully, 
For the Commission 

 
 

Joaquin ALMUNIA 
Vice-President 
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