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Euro-Mediterranean Network of Social Economy (ESMED) 

COMMON POSITION  
ON THE EC CONSULTATION SEPTEMBER 2007 ON THE  

 
DRAFT REGULATION ON THE APPLICATION OF ARTICLES 87 AND 88 OF THE 
EC TREATY DECLARING CERTAIN CATEGORIES OF AID COMPATIBLE WITH 

THE COMMON MARKET 
 
 

The European members1 of the Euro-Mediterranean Network of Social Economy 
(ESMED)2 welcomes the Commission’s simplification efforts, which will lead to one 
single set of rules and definitions replacing five different regulations, in line with the 
reform principles of the EC “State Aid Action Plan”. The ESMED Network believes 
that simpler procedures will cut down bureaucracy and increase legal certainty for aid 
providers and recipients. 
 
This is of particular importance for implementing financial measures in support of the 
employment of people with disabilities.  
 
The ESMED Network welcomes the new definition of “Sheltered employment” in 
articles 2 (19) of the Commission’s draft proposal published in the Official Journal of 
the EU (8.9.2007), but however, believes that it can be further improved with the aim 
of favouring the inclusion of people with disabilities in the mainstream labour market. 
 
The ESMED Network also supports the extension of the exemption to the aid for the 
employment of people in a situation of social exclusion and working for Insertion 
Enterprises, so-called integration enterprises, intermediary enterprises, social 
cooperatives...  
 
Insertion Enterprises are those enterprises whose main aim is the social and 
professional integration and the training of people in a situation of social exclusion. 
To be noted that a lot of them are cooperatives.  
Due to the particular situation of their employees, Insertion Enterprises have to 
manage the reduced productivity of the workers, the need of a technical assistance 
staff and the training of the workers. 
 
Having to face substantial additional costs compared with mainstream companies 
due to their social dimension, Insertion Enterprises need aid from public 
administration, to survive in the market and therefore to achieve their social mission. 
 
The extension implies that aids fulfilling the conditions of this Regulation will be 
considered as compatible with articles 87 and 88 of the Treaty. 
 
This extension should included a reference to the “workers in a situation of social 
exclusion” in the article which regulates the extension of aid to cover the additional 
                                                           
1 Conseil des Entreprises, Employeurs et Groupements de l’Economie Sociale. CEGES. (France), Confederazione 
Cooperative Italiane. CONFCOOPERATIVE (Italy), Lega Nazionale delle Cooperative e Mutue. LEGACOOP (Italy), 
Federaçao Nacional das Cooperativas de Consumidores. FENACOOP (Portugal), Instituto António Sérgio do Sector 
Cooperativo. INSCOOP (Portugal), Confederãçao Cooperativa Portuguesa. CONFECOOP (Portugal) and Confederación 
Empresarial Española de la Economía Social. CEPES (Spain) 
 
2 Contact information: Carlos Lozano, Secretary ESMED Network; e-mail: euromed@cepes.es  
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costs of disabled workers, a definition of “Insertion Enterprise” and a definition  of  
“workers in a situation of social exclusion”. It is also important to enlarge the duration 
of compatible aid for employment of disadvantaged workers in insertion enterprises, 
limited to one year for ordinary enterprises in article 31.3. Disadvantaged workers 
stay normally longer than a year in insertion enterprises before they are ready to find 
a job in the open market, therefore the exception should be made for this enterprises 
to successfully achieve their real integration.    
 
 
Therefore, the ESMED Network proposes the following amendments to the 
Commission’s text. 
 
 
Amendment 1 
 
Include in article 2.17 a letter g) which would read as follows: 
 
“g) any worker with particular difficulties in becoming socially and professionally 
integrated, according to national law, and have no employment opportunities in the 
open job market” 
 
Justification 
 
This amendment is aimed at ensuring that groups such as drug-addicts, ex-prisoners 
or alcoholics are also covered by the term “disadvantaged workers”. 
 
 
Amendment 2 
 
Include a definition of insertion enterprises as 2.28, which would read as follows: 
 
“Insertion enterprises are those enterprises, which work in the transition of 
disadvantaged workers into the ordinary labor market, regardless of their legal status 
and their economic activity, and whose personnel is made up of at least 30% of 
disadvantaged workers as defined in article 2.17 g)”, 
 
Justification 
 
It is important to include the concept of insertion enterprises, which in several 
Member States provide a transitional ground between social exclusion and 
mainstream employment for specific disadvantaged groups which otherwise would 
be left outside of the labor market. They all combine some specific features which 
justify the need of State aid, namely: 
 

- Reduced productivity of each worker. Insertion enterprises’ main objective is 
to employ a relevant percentage of disadvantaged workers who have lower 
levels of training, motivation and skills compared to other workers. These 
factors all lead to a reduced rate of productivity  – in some cases by as much 
as 20% - and a high rate of absenteeism among the personnel, which justifies 
the reception of State aid. 

- The need to employ technical assistance staff. This is a feature that is 
particular to Integration Enterprises and non-existent in private enterprises. 
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The technical staff are employed to “assist” and guide workers throughout the 
integration process. Their productivity is only of a social nature. 

- The training of workers. While private enterprises see this as investing in 
human capital, with the aim of increasing productivity, Integration Enterprises 
see it as a means to train workers – so that they may acquire an acceptable 
level of productivity – in order to make the transition to mainstream 
employment. Vocational training in an Integration Enterprise, from the 
company’s point of view, is not an investment in human capital but rather an 
additional expense for the enterprise. 

 
 
Amendment 3 
 
Article 31 should be rephrased as follows: 
 
1. Aid schemes for employment of disadvantaged workers shall be compatible with 
the common market within the meaning of Article 87(3) of the Treaty and shall be 
exempt from the notification requirement of Article 88 (3) of the Treaty, provided the 
conditions laid down in paragraphs 2 to 5 are fulfilled: 
 
2. The aid intensity shall not exceed 60 % of the eligible costs. 
 
3. Eligible costs shall the wage costs over a maximum period of 12 months following 
recruitment, with the exception of insertion enterprises, in which case eligible 
costs shall be the wage costs over any given duration which the 
disadvantaged worker is being employed”. 
 
4. Where the recruitment does not represent a net increase in the number of 
employees in the undertaking concerned, the post or posts shall have fallen vacant 
following voluntary departure, disability, retirement on grounds of age, voluntary 
reduction of working time or lawful dismissal for misconduct and not as a result of 
redundancy. 
 
5. Except in the case of lawful dismissal for misconduct, the disadvantaged worker 
shall be entitled to continuous employment for a minimum period of 12 months. By 
way of derogation, Member States may limit the minimum period of employment 
consistent with their national legislation governing employment contracts, in which 
case the aid shall be reduced pro rata accordingly. 
 
 
Justification 
 
The period of time a disadvantaged worker is in an insertion enterprise is most often 
more than a year. While the final objective is to ensure his/her transition to an 
ordinary enterprise, this process requires usually a longer period of time. It is 
therefore not possible to operate an insertion enterprise if the aids are limited to one 
year. 
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Amendment 4 
 
Article 32 should be rephrased as follows: 
 
Aid for the employment of disabled workers in the form of wage subsidies 
 
1. Aid schemes for the employment of disabled workers in the form of wage 
subsidies shall be compatible with the common market within the meaning of Article 
87(3) of the Treaty and shall be exempt from the notification requirement of Article 
88(3) of the Treaty, provided the conditions laid down in paragraphs 2 to 5 are 
fulfilled. 
 
2. The aid intensity shall not exceed 60 % of the eligible costs, with the exception of 
the first year of employment, where the aid intensity shall not exceed 80% of 
the eligible costs. 
 
Justification 
 
Incentives favouring the recruitment of disabled people are commonly used by 
Member States.  Incentives are meant to boost employers’ confidence as well as 
providing support in the most difficult period for disabled workers to overcome 
prejudices concerning their inclusion in the labour market. Particularly, the first year 
of employment is extremely important.  
In several Member States, such as Germany and Spain, financial subsidies are 
available in the form of a lump sum incentive (one-off payment) for employers 
recruiting disabled workers. Lump sum incentives have proved to be effective, 
especially for SMEs. Their purpose is to make the recruitment of persons with 
disabilities attractive to employers, who otherwise might not make the effort. 
 
During the first year of employment, the combination of both wage subsidies (the 
lump sum incentive and the permanent wage subsidy) might exceed the proposed 
threshold of 60% for aid intensity. For this reason, it is proposed to increase the 
threshold for aid intensity to 80% of the eligible costs during the first 12 months of 
employment. 
 
 
Amendment 5 
 
Article 33 should be rephrased as follows: 
 
1. Aid schemes for compensating the additional costs of employing disabled workers 
and disadvantaged workers shall be compatible with the common market within the 
meaning of Article 87(3) of the Treaty and shall be exempt from the notification 
requirement of Article 88 (3) of the Treaty, provided the conditions laid down in 
paragraphs 2 and 3 are fulfilled: 
 
2. The aid intensity shall not exceed 100 % of the eligible costs. 
 
3. Eligible costs shall be costs other than wage costs, which the employer has to 
bear and which are additional to those which the undertaking would have incurred if 
employing workers who are not disabled or disadvantaged, over any given duration 
during which the disabled or disadvantaged worker is being employed. 
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The following costs shall be eligible: 
 
(a) costs of adapting premises; 
(b) costs of employing staff for time spent solely on the assistance of the disabled or 
disadvantaged workers; 
(c) costs of adapting or acquiring equipment, or acquiring and validating software for 
their use by disabled workers, including adapted or assistive technology facilities, 
which are additional to those which the beneficiary would have incurred if employing 
workers who are not disabled; 
(d) where the beneficiary undertaking provides sheltered employment or is an 
insertion enterprise, the costs of constructing, installing or expanding the 
establishment concerned, and any costs of administration and transport which result 
directly from the employment of disabled or disadvantaged workers; 
(e) where the beneficiary provides supported employment, any costs of 
administration and transport which result directly from the employment of disabled 
workers. 
 

8th October 2007 
  

 


