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Göteborg Energi AB’s comments on the draft Community 
guidelines on State Aid for environmental protection 
 
Göteborg Energi AB is a Swedish medium-sized municipality owned company 
supplying the city of Gothenburg with district heating, gas and distribution of 
electricity. The company takes environmental concerns seriously, and invests 
substantial amounts in order to improve environmental performance of its 
operations and to increase resource efficiency.  
 
Our main message could be summarized as a plea to recognize the fundamental 
differences between classic support models with state funding and subsidies, and 
modern market based intstruments.  
We are also concerned that too strict definitions of what is eligible for support 
may cause problems in the future, when new technologies come in. 

The fundamental presumption 
One thing that is not entirely clear to us is the scope of the guidelines, which has 
to do with the definition of state aid. For these comments we presume that state 
aid only applies to situations where a beneficiary actually receives something 
from the government. Thus we presume that market based instruments, like 
taxation, green certificates or emissions trading are not covered as such, even if 
these may contain elements of state aid such as free allocation of allowances. 
Furthermore, a green certificate scheme, like the Swedish one for renewable 
electricity, would not involve state aid at all. 
 
If this assumption should be wrong, we strongly suggest that this scope be 
changed. Market based instruments work by a completely different logic than 
what is presented in the document. Much of the contents of the guidelines deal 
with finding appropriate levels of compensation for additional costs of more or 
less voluntary actions from the market participants. This is not a relevant issue for 
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market based instruments. These are designed to internalize the external costs that 
go with environmental degradation.  

Keep rules for support and subsidies apart from market based 
instruments 
When modern, market based instruments are dealt with in the draft guidelines, 
things get problematic. Market based instruments, both certificates, taxes and 
trading schemes are based on the idea that the market participants should have as 
much freedom as possible to adapt to environmental demands in order to achieve 
maximum cost efficiency. In many cases, the size of the monetary values 
involved, is determined by the market forces beyond state control, such as carbon 
prices in the ETS. Then, it is neither relevant, nor possible for the state to control 
the profits or losses for individual market participants, or which measures that are 
taken to get the desired results. To do so would often mean that the instrument 
would lose its effectiveness.  
 
For example, Article 3.1.12 would make it impossible to introduce benchmarking, 
despite it being widely considered the most environmentally efficient way of 
allocating free allowances in the ETS. This is because the guidelines explicitly 
rules out allocating more allowances than what is needed. However, a well 
designed benchmarking scheme may very well lead to allocation of more 
allowances than is needed sore some participants. 

Removing doubling of policy instruments should not be regarded as 
State Aid at all 
Sometimes, the introduction of an EU-wide scheme, like the ETS, collides with 
national schemes already in place. This causes distortions in the competitive 
market, and could undermine the effectiveness of the European scheme. One 
example of this is the ETS and the Swedish carbon tax, which in combination puts 
a double burden on Swedish enterprises, thus distorting competition as all 
participants in the ETS don’t meet the same price of CO2. As the ETS cap is 
fixed, the net environmental effect of the double burden for some of the 
participants in the scheme is zero. Abolishing, or reducing the national tax in such 
a case should not be defined as state aid at all. On the contrary, it is the legality of 
the double policy instruments that should be put in question. 

Incentive effect 
The discussion in Article 3.2 is relevant for State Aid in the form of funding and 
subsidies, but again when one enters the realm of market based instruments, a 
different logic applies. The effects of these instruments form the basic conditions 
for market participants, and must therefore be predictable and the same for 
everybody. Therefore article 3.2 should not apply for aid in the forms described in 
Articles 3.1.11 and 3.1.12.  

Too narrow definitions of eligible activities causes problems 
The various activities described in Article 3.1 are all well chosen from today’s 
situation. But these guidelines are meant to last for several years. The 
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development of technology is fast in various areas, and difficult to predict, so 
what today is justifiably considered as research or innovation, may soon reach a 
phase of development where State Aid of the type that is described in the 
guidelines are important. It would then be unlucky if these activities couldn’t be 
supported, only because of too narrow definitions of what is eligible. Either the 
wordings in the eligibility criteria must be more flexible, or there must be put in 
place a mechanism that makes it easy to update the guidelines to other important 
technologies. 
 
One specific example, that concerns Göteborg Energi is gasification of biomass. 
Biomass gasification today, rightly belong in the innovation category not covered 
by the guidelines. However, the technology approaches a commercialisation phase 
quickly. Already in 2009 we plan to take the final investment decision on a large 
scale biomass gasification plant. In doing so, we will depend on support, in the 
manner described in the guidelines. But this technology is not mentioned in any of 
the listed categories eligible for State Aid, despite it being widely considering as a 
key technology for increasing efficiency in the production of biofuels. 
 
Yours sincerely 
 
Göteborg Energi AB 
Lars Holmquist 
Public Affairs 
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