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Subject:   State Aid No C 11/2008  (ex N 908/2006) – Poland  

MSF 2002 - Aid to BVG Medien Beteiligungs GmbH  

   

Sir, 

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

1. PROCEDURE 

(1) By electronic notification dated 27 December 2006, registered at the Commission 
on the same day1, the Polish authorities, pursuant to Article 88(3) of the 
EC Treaty, notified under the Multisectoral Framework on regional aid for large 
investments projects2 (hereinafter “MSF“) their intention to grant regional aid for 
a large investment project in favour BVG Medien Beteiligungs GmbH. 

                                                 

1  The initial two-month period for assessment started to run on 3 January 2007. 

2  OJ C 70, 19.3.2002, p. 8. 
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(2) By letters of 2 March 2007 (D/50921), 15 June 2007 (D/52553) and 21 December 
2007 (D/55146), the Commission requested supplementary information. The 
Polish authorities replied by letters of 13 April 2007 (A/33156), 23 October 2007 
(A/38722) and 23 January 2008 (A/1392).  

2. DESCRIPTION OF THE MEASURE 

2.1. Objective 

(3) The measure supports the setting up of a new rotogravure printing works and 
through this aims at promoting regional development and employment in the 
Lower Silesia (Dolnośląskie) region in south-west Poland, an assisted area 
pursuant to Article 87(3)(a) of the EC Treaty with a regional aid ceiling of 50% 
net grant equivalent (NGE) under the regional aid map of Poland applicable in the 
period of 1.5.2004 – 31.12.20063. 

2.2. The beneficiary  

(4) The Polish authorities specified that the investment project at hand is to be carried 
out and operated by BDN Sp. z. o.o. Sp. k., a limited partnership (hereinafter the 
“Partnership”).  

(5) The Partnership consists of BDN Sp. z o.o. (hereinafter “BDN“), a limited 
liability company established in Poland, as the general partner, and BVG Medien 
Beteiligungs GmbH (hereinafter “BVG“), a limited liability company established 
in Germany, as the limited partner.  

(6) The Polish authorities also indicated that under the Commercial Companies Code 
a limited partnership does not have legal personality. Therefore, the corporate 
income tax on the economic activity of the Partnership is paid by its partners. 
Since the aid is granted in the form of corporate income tax exemption, the actual 
beneficiaries of the aid are the partners, i.e. BDN and BVG.   

(7) According to the information submitted by the Polish authorities, the partners 
share any profits (and thus any reduction in taxes levied on these profits) pro-rata 
to their contribution to the Partnership, i.e. more than 99 % for BVG and less than 
1 % for BDN. 

(8) Moreover, since BDN itself is a wholly-owned subsidiary of BVG, the 
Commission considers, in line with the view of the Polish authorities, that the 
beneficiary of the aid measure is BVG. Nevertheless, the total amount of aid (i.e. 
the part accruing to BVG as well as the part accruing to BDN) is taken into 
account; therefore the Commission considers the BVG group as the ultimate 
beneficiary of the aid. 

                                                 

3  PL 1/2004 - Commission letter of 13.8.2004, C(2004) 3230/5. 
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(9) When calculating the market share of the beneficiary4, the Commission has also 
taken into account the fact that BVG is a large enterprise […]* owned by BVG 
Medien KG, a limited partnership held by private individuals. Specifically, […] 
% of the shares are owned by Heinz H. Bauer and his family. Mr Bauer is also the 
owner of 96 % of the shares of another capital group, Heinrich Bauer Verlag, a 
publishing house with a number of subsidiaries worldwide.  

2.3. The investment project 

2.3.1. Products and technology 

(10) The Partnership is setting up a new rotogravure printing works in Nowogrodziec, 
in the Special Economic Zone of Kamienna Góra.  

(11) With rotogravure technology, the printing ink is transferred onto a surface (e.g. 
paper) by a steel printing cylinder which is engraved electromechanically or by 
laser.  

(12) The new printing works will have […] rotogravure printing lines carrying out the 
three main stages of production. Production will start with the preparation of 
printing forms (cylinders) from digital data supplied by the client. The next 
operation will be rotogravure printing – the paper will be printed in four base 
colours, slit, folded and stitched to make the final product. As a last step, the end 
product is packed and sent to its destination.  

(13) The new plant will essentially be involved in printing magazines, commercial 
catalogues and inserts (advertising material added to magazines and newspapers). 
The planned breakdown is [90-100] % approx. for magazines and [0-10] % for 
other products. This reflects the fact that the printing works already has a stable 
order book for magazines, inter alia from in-house publishers belonging to the 
same group as the beneficiary. Acquiring a share of the catalogue market, 
however, is expected to be a gradual process.    

2.3.2. Project implementation 

(14) The investment project started in 2004 and consists in the setting up of […] 
production lines. [...] together with their auxiliary facilities have already been set 
up. An order for […] has also been placed and […] expected to be commissioned 
in […]. It is estimated that this will be followed by […]. According to the 
estimates provided by the Polish authorities, the whole project will be completed 
in 2009. 

(15) The printing works started production in July 2006. Full capacity of all […] lines 
amounting to 152 thousand tonnes annually is expected to be reached in 2010.  

                                                 

4  See Section 3.5.2 below 

*  Business secret 
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2.4. Eligible expenditures 

(16) The eligible investment costs are calculated on the basis of the costs relating to 
initial investment. The eligible expenditure amounts to PLN 857.998 million 
(approx. EUR 184.6 million5) in nominal value, which is PLN 734.031 million 
(approx. EUR 157.95 million) in discounted value. Table 1 below provides the 
breakdown of eligible expenditure for the execution of the investment project in 
nominal values.  

Table 1. Breakdown of the project costs relating to initial investment (million PLN, nominal 
values) 

Land […] 

Buildings, premises, civil engineering […] 

Machinery, installations and equipment […] 

Total eligible costs 858.000 

2.5. Legal basis 

(17) The indicated legal basis for the aid is the following:  

– Law on Special Economic Zones of 20 October 1994 

– Council of Ministers Regulation of 14 September 2004 on the Kamienna Góra 
Special Economic Zone 

2.6. The aid measure 

2.6.1. Form and amount of the aid 

(18) Aid is granted under the authorized scheme PL 39/20046.  The aid consists in a 
total exemption from corporate income tax (currently 19 % in Poland) until the 
end of the period for which the Special Economic Zone was established. (i.e. until 
1 December 2017) or until the applicable regional aid ceiling is reached.  

(19) While the actual amount of the tax relief is dependent on the beneficiary's pre-tax 
income and may turn out to be less than the maximum allowable, it is appropriate 
to consider the cap to which the beneficiary is eligible when calculating the 
intensity of the aid.  

(20) This cap corresponds to the amount resulting from the scaled down regional aid 
ceiling and equals to PLN 220.057 million (EUR 47.35 million) in discounted 

                                                 

5  On the basis of the exchange rate PLN/EUR applicable at the time of granting the aid, i.e. 4.6474. 

6  Regional aid scheme for the enterprises conducting business activity in the special economic zones. 
Commission letter of 9.3.2005, C(2005) 735. 
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value. The Polish authorities confirmed that in case the eligible costs are lower 
than forecast, the cap will be proportionally reduced. 

(21) In order to benefit from the tax exemption, the beneficiary had to apply for a 
licence to operate in the Special Economic Zone. The licence was granted on 21 
June 2004, and, according to the Polish authorities, this can be considered as the 
date of granting the aid. 

(22) The notification took place only in 2006, when, following the different stages of 
the investment and the resulting increase of the eligible costs, it became clear to 
the Polish authorities that the aid measure requires individual notification 
according to paragraph 24 of the MSF.  

(23) The Polish authorities explained in this respect that the aid scheme in question 
(PL 39/2004) requires only a minimum amount of investment expenditure and 
grants the right to company income tax exemption up to the allowable regional 
aid ceiling. At the moment of granting the licence, and thus the aid, neither the 
exact amount of eligible costs nor that of the aid was known to the authorities.  

(24) In light of the above, and in order to comply with the standstill clause, the Polish 
authorities committed to limit the aid amount currently available to the 
beneficiary to the maximum which does not require individual notification under 
paragraph 24 of the MSF (i.e. EUR 37.5 million in discounted value). Any aid in 
excess of this amount will not be put into effect until the Commission's approval.  

(25) The responsible granting authority is the Minister of Economy. 

2.6.2. Cumulation 

(26) The tax exemption granted under the scheme PL 39/2004 can be cumulated with 
aid received from other sources to cover the same eligible costs. 

(27) As regards the arrangements ensuring compliance with the rules on cumulation, 
the Polish authorities indicated that when calculating the available amount of 
regional aid in the Special Economic Zone, all types of regional aid obtained must 
be taken into account. Entities applying for aid other than de minimis must, at the 
time of their application, furnish the aid grantor with information on public aid 
obtained by them, including the date of the grant and its legal basis, and the form 
and purpose of the aid.   

2.7. Maintenance of the assisted activity  

(28) The Polish authorities confirmed that the investment project is required to be 
maintained for a period of five years from the day of its completion. 

2.8. Incentive effect 

(29) As for the incentive effect of the aid, it has been confirmed that the beneficiary 
applied for the licence giving right to the aid and the licence was granted before 
the start of work on the project. As mentioned above, the licence gave the right to 
aid in the form of tax exemption up to the applicable regional aid ceiling 
calculated with reference to the total eligible costs of the project. 
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2.9. Contribution to regional development 

(30) Lower Silesia is a region with large socio-economic handicaps where in 2004 
GDP per capita was only 51.7 % of EU-27 average7 and the unemployment rate 
stood at 24.9 %, equivalent to 268 % of EU-27 average and 131 % of the Polish 
average. 

(31) The investment into the […] production lines is expected to create around 500 
direct jobs, as well as additional jobs for paper and printing ink suppliers and 
other support service providers. Furthermore, due to its use of leading edge 
technology (laser engraving of the printing forms and computer-aided 
manufacture), the project will create demand for personnel with higher education 
and will ensure the transfer of know-how.  

2.10. General commitments 

(32) The Polish authorities have committed to submit to the Commission:  

− 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 State aid in the meaning of Article 87(1) of the EC Treaty 

(33) The aid under the measure is provided in the form of exemption from corporate 
income tax, which represents revenue foregone for the Polish authorities. This 
constitutes State resources within the meaning of Article 87(1) of the EC Treaty. 
As the aid is granted to a single company, the measure is selective. The aid 
relieves the beneficiary from costs which it would have to bear under normal 
market conditions, therefore the company benefits from an economic advantage 
over its competitors which threatens to distort competition. Insofar as the 
products concerned by the project are subject to trade, there is risk that the aid 
could affect trade between Member States.  

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

                                                 

7  Measured in purchasing power standard. 
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3.2. Legality of the aid measure 

(35) By notifying the aid measure, the Polish authorities complied with the individual 
notification provision in paragraph 24 of the MSF. Any aid in excess of the 
individual notification threshold8 will not be put into effect until the 
Commission's approval. 

3.3. Compatibility of the aid 

(36) The Commission assessed the compatibility of the aid measure in accordance 
with the provisions of the Guidelines on national regional aid9 (hereinafter 
“RAG”) and the MSF. In a first step, the Commission verified whether the 
standard compatibility criteria of the RAG were met, and in a second step, the 
conformity with MSF rules was considered.  

3.4. Compatibility with the general provisions of the RAG  

(37) The Lower Silesia region is entirely eligible for regional aid under Article 87(3) 
(a) of the EC Treaty. 

(38) The notified aid is aid for initial investment, as defined in point 4.4 of the RAG. 

(39) The eligible costs involve the costs of land, buildings and plant/machinery, in line 
with point 4.5 of the RAG. 

(40) The beneficiary’s own contribution free of any aid to the eligible costs is above 
the required 25% threshold (cf. point 4.2 of the RAG).  

(41) The aid application was submitted before the work started on the project (cf. point 
4.2 of the RAG).  

(42) The investment will be maintained for at least 5 years after its completion (cf. 
point 4.10 of the RAG). 

(43) The rules on cumulation of aid are respected (cf. point 4.18 of the RAG). 

3.5. Compatibility with the MSF provisions  

3.5.1. Aid intensity  

(44) With eligible expenditure of PLN 734.031 million (approx. EUR 157.95 million) 
in discounted value and an applicable standard regional aid ceiling of 50% in net 
grant equivalent (NGE), the adjusted maximum aid intensity permitted in 
accordance with paragraph 21 of the MSF is 29.98 % NGE. 

                                                 

8  Cf. paragraph 24 of the present decision. 

9  OJ C 74, 10.3.1998, p. 9, as amended. 
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(45) The foreseen aid amount of PLN 220.057 million (EUR 47.35 million) in 
discounted value, which represents an aid intensity of 29.98 % NGE10 respects 
this ceiling. Therefore, the proposed aid intensity is in line with the scaling down 
mechanism foreseen in paragraph 21 of the MSF. 

3.5.2. Compatibility with the rules under paragraph 24(a) and (b) of the MSF 

(46) Since the proposed total aid amount of approximately EUR 47.35 million exceeds 
the notification threshold of EUR 37.5 million, the compliance of the proposed 
aid with paragraph 24 (a) and (b) of the MSF 2002 has to be assessed.  

(47) Paragraph 24 of the MSF provides that individually notifiable large investment 
projects are not eligible for aid in either of the two following situations11: 

(a) the beneficiary accounts for more than 25% of the sales of the product 
concerned before or on completion of the investment; 

(b) the capacity created by the project is more than 5% of the size of the 
market using apparent consumption data of the product concerned, unless 
the average annual growth rate of  its apparent consumption over the past 
five years is above the annual growth rate of the EEA’s GDP. 

(48) To carry out the relevant market tests under point 24(a) and (b) of the MSF, the 
Commission has to establish the relevant product and geographic markets. 

Relevant product market 

(49) According to paragraph 52 of the MSF ‘product concerned’ means the product 
envisaged by the investment project and, where appropriate, 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 installation). When a project concerns an intermediate product and 
a significant part of the output is not sold on the market, the product concerned 
may be deemed to include the downstream products. 

(50) The investment project under scrutiny concerns the printing of magazines, 
commercial catalogues and inserts with rotogravure technology. The beneficiary 
of the aid is, through its ownership structure, linked to the Heinrich Bauer Verlag, 
a major publishing house. Moreover, the Heinrich Bauer Verlag Group will be the 
most important client of the new printing works accounting for an estimated […] 
% of the sales of the new plant. It is therefore appropriate to establish first 
whether sales of print products concerned by the investment at hand to the 
Heinrich Bauer Verlag take place under market conditions.  

                                                 

10  As the aid is provided in the form of tax exemption, the net grant equivalent of the support equals its 
gross grant equivalent. 

11  The burden of proving that the situations to which points 24(a) and (b) of MSF refer do not obtain lies 
with the Member State. 



9 

(51) In this respect the Polish authorities confirmed that transactions between the 
Partnership operating the printing works and the Heinrich Bauer Verlag will take 
place on an arm's length basis (the Bauer Verlag collects at least 3 offers from 
leading European rotogravure printing works and the price charged by the 
Partnership is set as the average of these). The tax authorities are entitled to verify 
this and to require supporting documentation in this respect.   

(52) Furthermore, the proportion of sales to the Heinrich Bauer Verlag Group is 
expected to decrease as production capacity increases. The reason for this is that 
with more production lines installed, the consequences of malfunction are less 
severe, and this in turn enables the acquisition of further external clients in a 
market where timely delivery and reliability are essential.  

(53) In light of the above, the Commission considers that the aid is not transferred to 
the downstream activities of the Bauer Verlag and the relevant product market in 
this case should be defined at the level of the beneficiary, i.e. the market for 
printing activities. 

(54) The investment project at hand concerns rotogravure printing technology, which 
is characterised by a steel printing cylinder engraved by laser and transferring the 
printing ink onto a surface (e.g. paper). As opposed to rotogravure, offset printing 
is a technique in which both the image and non-image areas are on the same plane 
as the image carrier.  The non-printing areas are kept free of ink by being ink-
repellent while, on the other hand, the printing areas are ink-receptive.  This is 
achieved by the offset ink being oil-based and the non-printing areas are kept 
clean with water or water-based solutions, as the water and oil repel each other. 

(55) There are significant differences between the two technologies. First, the 
investment costs for a publication gravure press are about twice as much as for 
comparable offset presses.  This is counterbalanced by the capacity of rotogravure 
to ensure a uniform quality even in long print runs, while offset printing quality is 
quite variable because of the difficulties to maintain a balance between water and 
ink during the printing process. Also, rotogravure presses are more efficient (a 
large number of copies can be completed in a shorter period of time on a 
rotogravure press than on an offset press) and their lifespan is also longer.  

(56) Consequently, above a certain print volume rotogravure has lower production 
costs. The higher the print volume, the lower the production costs compared with 
other processes. However, for smaller print runs rotogravure's cost efficiency is 
reduced by the relatively high cost of preparing cylinders compared with 
preparing a printing form in offset. 

(57) Therefore, rotogravure is particularly suited for large print volumes12, while the 
offset method is largely restricted to smaller volumes. Because of the higher and 
more stable quality of rotogravure printing, there is also a difference for the 
demand side. Accordingly, the Commission considers rotogravure printing to 

                                                 

12  Except for the printing of newspapers where the poor quality of the newsprint has an adverse effect 
on the technical condition of the machinery intended for use with high quality materials (e.g. 
magazines). Therefore, newspapers are printed in cold set web offset or in flexography. 
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constitute a distinct market from offset printing. This is also in line with the 
market definition of a recent merger decision13. 

(58) Rotogravure is used for printing two major graphic products: publications and 
flexible packaging. Since the presses designed for the printing of magazines and 
catalogues cannot be used for the printing of packaging material and the aided 
printing works will only be involved in publication printing, the relevant market 
in this case is limited to publication rotogravure. 

(59) Publication rotogravure supplies the magazine and catalogue market. The merger 
decision referred to above concluded that there is a distinct product market for the 
rotogravure printing of magazines on account of the time-constraints connected to 
the printing of these products and of special requirements with regard to finishing 
and distribution. Separate treatment of the magazine market is also warranted as a 
targeted [90-100] % of the sales of the printing works in Nowogrodziec will 
consist of magazines, which means that the project targets primarily this 
submarket. 

(60) In light of the considerations presented above, the market tests will be performed 
on three plausible relevant markets in this case: 

− Publication rotogravure printing (broad market definition) 

− Rotogravure printing of magazines  

− Rotogravure printing of catalogues and inserts  

Relevant geographic market 

(61) Poland considers that the geographic market is EEA-wide and substantiates this 
by the fact that the Nowogrodziec plant as well as other printing works located in 
Poland already supply markets as distant as the United Kingdom (the supported 
printing works is already printing the British magazine "Take a Break"14). This 
would show that transport and logistics costs within the EEA are not a real 
obstacle in rotogravure printing. 

(62) The Polish authorities also specified that only [0-10] % of the sales of the aided 
printing works will supply the Polish market, while the remaining [90-100] % 
will go to other EEA countries. In 2007 the breakdown in value terms of foreign 
printing orders performed by the beneficiary was the following: Germany [75-85] 
%; United Kingdom [10-15] %; Austria less than [0-3] %.  In addition, 
negotiations were ongoing with companies in France, Denmark and Sweden. 

(63) Moreover, the Polish authorities referred in general to the trend that the printing 
market is rapidly globalising, with printing operations being expanded into third 
countries and printing services being commissioned by publishers in distant 
locations. 

                                                 

13  Decision of 03.05.2005 on Case No COMP/M.3178. – Bertelsmann/Springer/JV 

14  "Take a Break" is the biggest selling women's weekly in the UK with a circulation of over 1 million 
copies. 
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Doubts concerning the definition of the relevant geographic market 

(64) At this stage of the assessment the Commission has doubts whether transport and 
logistics costs can really be discounted as a real obstacle in rotogravure printing 
for supplying markets even over longer distances in the EEA. It appears from 
internet searches that "Take a Break" is in fact published by H. Bauer Publishing 
Ltd, which is a UK subsidiary of the Bauer Verlag Group. Treatment of the 
publishing and printing of magazines within a single overall group may offer 
advantages in terms of integration, prioritisation and flexibility of the overall 
process which outweigh the transport and logistical difficulties involved.  

(65) Moreover, the scope of foreign markets currently supplied by the aided printing 
works appears to be limited with Germany alone representing by far the most 
important destination.  

(66) It should be noted in this respect that the merger decision referred to above 
considered that the geographic market included only Germany for magazine 
printing and Germany plus the neighbouring countries as regards the market for 
catalogues and advertisements. This definition was justified by the fact that the 
merger in question had its main effects in Germany with the combination of five 
rotogravure printing facilities. Moreover, the merger decision also took into 
consideration that the structure of supply and demand for rotogravure printing 
services in Germany differs considerably from the situation in most European 
countries owing to the German rotogravure printing capacity accounting for 
almost 50 % of the total capacity installed in the EU.  In the case under scrutiny, 
however, the starting point is different. The investment takes place in Poland, but 
only [0-10] % of the sales of the new printing works are expected to be realised 
there. The market therefore cannot be considered as national in scope. 

(67) In view of the above, it appears necessary to seek third party comments before 
taking a final position that the relevant market is indeed the EEA market. 

Market shares 

(68) To examine whether the project is compatible with paragraph 24 (a) of the MSF, 
the Commission has to analyse the market share of the aid beneficiary at group 
level before and after the investment. As the investment started in 2004 and the 
investment is completed in 2009, the Commission will thus examine the market 
share of BVG in 2003 and in 2010.  

(69) To establish the market share of BVG at group level, the Commission compared 
its sales in volume terms at the EEA-level to the total amount of paper for gravure 
consumed in the EEA. It should be noted however that the market share of the 
beneficiary might be different from the one calculated this way in case the 
relevant market was not EEA-wide as proposed by the Polish authorities. 

(70) Data in value terms are not available, however, Poland has confirmed that prices 
are set by the beneficiary at the level of or very close to the average market 
prices. This means that market shares (and capacity increase) in value terms are 
very similar to those in volume terms.  
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(71) The figures on overall EEA consumption in volume terms are based on data from 
the European Rotogravure Association15 (ERA), as submitted by the Polish 
authorities. ERA has also confirmed the capacity of the […] production lines to 
be installed by the beneficiary. The breakdown of overall consumption/sales into 
the sub-segments for magazines and catalogues/inserts has been provided by 
MillwardBrown SMG/KRC16. 

(72) As the submitted ERA data covers only the year 2006, this figure has been used 
as a proxy for consumption in 2003. Since, as confirmed by ERA, the European 
gravure capacity was higher in 2003 than in 2006 (5.9 million tonnes versus 5.1 
million tonnes), this is a reasonable assumption and may even correspond to a 
worst-case scenario. 

(73) Detailed overall forecasts for 2010 are not available, but ERA expects a modest 
growth rate of around 1 % to continue in the coming years. In line with the worst-
case scenario approach, however, a stable market has been considered and the 
data of 2006 has been used to approximate total consumption in 2010.   

(74) The market share of BVG has been assessed at the EEA-level according to the 
three plausible relevant product markets defined in paragraph 60 above. The 
market shares at group level (i.e. including the printing works of the Heinrich 
Bauer Verlag as well) the year before and after the investment are provided in 
Tables 2 to 4 below. 

Table 2: Market for publication rotogravure printing (broad market definition) 

 2003 2010 

Beneficiary's sales (in tonnes) […] […] 

Total sales (in tonnes) 4 600 000 4 600 000 

Market share [0-5] % [5-10] % 

 

Table 3: Market for the rotogravure printing of magazines  

 2003 2010 

Beneficiary's sales (in tonnes) […] […] 

Total sales (in tonnes) 2 760 000 2 760 000 

Market share [5-10] % [10-15] % 

 

                                                 

15  The European Rotogravure Association, ERA is the leading international organisation of the gravure 
industry. It is a non-profit organisation dedicated to supporting users of the gravure printing process. 

16  The Polish office of Millward Brown International, a major independent research company. 
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Table 4: Market for the rotogravure printing of catalogues and inserts  

 2003 2010 

Beneficiary's sales (in tonnes) […] […] 

Total sales (in tonnes) 1 840 000 1 840 000 

Market share [0-5] % [0-5] % 

 

(75) For all market definitions, BVG's market share remains below the 25% threshold 
stated in paragraph 24(a) of the MSF.  

(76) Therefore, on the basis of the figures stated in the Tables 2 to 4 above, and 
provided that the EEA-wide scope of the market can be confirmed, the investment 
project under scrutiny is compatible with paragraph 24 (a) of the MSF. 
Nevertheless, the Commission invites comments of the interested parties to 
confirm that the scope of the relevant geographic market should indeed be 
considered EEA-wide or whether the relevant geographic market is different. 
Should the relevant geographic market indeed be considered different than the 
EEA-wide then it would also be important to provide data on the relevant market 
shares. 

Production capacity 

(77) In accordance with paragraph 24 (b) of the MSF, a project is not eligible for the 
investment aid if the capacity created exceeds 5 % of the size of an 
underperforming market (i.e. where sectoral growth is below EEA growth). Full 
capacity to be created by the project will be reached in 2010.  

(78) Since the Polish authorities have not submitted data on the growth of the specific 
relevant markets over the last five years, it has to be assumed that the market is 
underperforming. This assumption is also supported by ERA data which indicate 
growth of the publication gravure market to be about only 1 % annually over the 
last years, which is below the compound annual growth rate of EU-27 GDP in the 
period between 2001 and 2006, i.e. 1.97 %. Therefore, capacity created by the 
project has to be assessed in accordance with paragraph 24(b) of the MSF.  

(79) Total capacity created by the project (including all […] production lines to be 
established) amounts to 152 000 tonnes per annum, on assumption that […]. This 
figure was confirmed by ERA and is very close to the own estimate of the aid 
beneficiary, which is […] tonnes per annum.  

(80) This estimate refers to the actual capacity which takes into account factors such as 
downtime for repair and service (maximum working time for production machines 
was estimated at 61% of the total theoretical time) and also factors specific to 
rotogravure printing technology. 

(81) In particular, printing machines using this technology have a specified maximum 
cylinder length, i.e. the width of the paper ribbon used, which corresponds to a 
given quantity of standard printed pages (in the case of the machines used by the 
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beneficiary, the widest possible cylinder use enables a maximum of […] standard 
pages to be printed). A cylinder of a given length enables a few clearly defined 
magazines/catalogues volumes to be printed (i.e. for the cylinder with a 
circumference of […] used in the aided facility, this is […] pages).  

(82) Theoretical capacity is based on the maximum capacity obtainable from the 
cylinder with the largest circumference – in case of the beneficiary this would 
correspond to printing capacity for magazines with exactly […] pages only. In 
reality, magazines of different volumes are printed, and machine capacity varies 
accordingly.  

(83) Therefore, the estimate also took into account the fact that production takes place at 
various press widths and various cylinder circumferences, i.e. not always at 
maximum capacity. The estimate was made with reference to planned printing 
capacity on the basis of contractual orders.   

(84) The Polish authorities informed that, since the printing of magazines and 
catalogues/inserts is carried out on the same production lines, it is difficult to 
provide an unambiguous breakdown of the capacity created by the project into 
capacity available for magazine printing and for catalogue/insert printing. The 
beneficiary’s production capacity with respect to inserts and catalogues will be 
highly dependent on the printing house’s magazine workload (non-periodical items 
are printed as machines are available). However, as indicated by the Polish 
authorities, one possible way is to assume a capacity breakdown on the basis of the 
expected share of magazines ([90-100] %) and catalogues/inserts ([0-10] %) in the 
sales of the aided facility.  

(85) Capacity created by the investment was estimated on the basis of the above 
assumptions. In order to check compliance with paragraph 24 (b) of the MSF, the 
figure thus obtained was compared with the size of the three plausible relevant 
markets in this case before the start of the investment, i.e. 200317. The resulting 
figures are displayed in Table 5.  

Table 5: Capacity increase in relation to the size of the market 

 Capacity created (in 
tonnes) 

Size of the market 
in 2003 (in tonnes) Capacity increase 

Market for publication 
rotogravure printing 152 000 4 600 000 3.3 % 

Rotogravure printing of 
magazines 

[136 800–152 
000] ([90-

100]%) 

2 760 000 [5-10] % 

Rotogravure printing of 
catalogues and inserts 

[0–15 200] ([0-
10]%) 

1 840 000 [0-5] % 

                                                 

17  As explained above, since no consumption data for 2003 is available, data of 2006 has been used in 
practice. 
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(86) As can be seen from the table, capacity created exceeds 5 % of the size of the EEA 
market for rotogravure printing of magazines, whereas it remains well below 5 % in 
the other two relevant markets identified18. 

(87) Consequently, the Commission has doubts whether the project is compatible with 
paragraph 24 (b) of the MSF.   

3.6. Conclusion  

(88) In view of the above, the Commission after an initial assessment of the measure has 
doubts whether the aid for the notified investment project can be considered 
compatible with the relevant provisions of the MSF 2002. Thus the Commission is 
of the opinion that a more thorough analysis of the measure is necessary. The 
Commission is under duty to carry out all the requisite consultations and, therefore, 
to initiate the procedure under Article 88(2) of the EC Treaty, if the initial 
investigation does not enable the Commission to overcome all difficulties involved 
in determining whether the aid is compatible with the common market. This would 
give opportunity to the third parties whose interests 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 any third parties, 
the Commission will assess the measure and will take its final decision.  

4. DECISION 

(89) In the light of the foregoing considerations, the Commission, acting under the 
procedure laid down in Article 88(2) of the EC Treaty, requests Poland to submit 
its comments and to provide all such information as may help to assess the aid, 
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. 

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

(91) The Commission warns Poland that it will inform interested parties by publishing 
this letter and a meaningful summary of it in the Official Journal of the European 
Union. It will also inform interested parties in the EFTA countries which are 
signatories to the EEA Agreement, by publication of a notice in the EEA 
Supplement to the Official Journal of the European Union and will inform the 
EFTA Surveillance Authority by sending a copy of this letter. All such interested 
parties will be invited to submit their comments within one month of the date of 
such publication. 

(92) 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 

                                                 

18  Measured below EEA level, the resulting increase in capacity would naturally be greater. 
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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 No: 32 2 296 12 42 

 

Yours faithfully, 

For the Commission, 

 

Neelie KROES 
Member of the Commission 


	1. PROCEDURE
	2. DESCRIPTION OF THE MEASURE
	2.1. Objective
	2.2. The beneficiary
	2.3. The investment project
	2.3.1. Products and technology
	2.3.2. Project implementation

	2.4. Eligible expenditures
	2.5. Legal basis
	2.6. The aid measure
	2.6.1. Form and amount of the aid
	2.6.2. Cumulation

	2.7. Maintenance of the assisted activity
	2.8. Incentive effect
	2.9. Contribution to regional development
	2.10. General commitments

	3. ASSESSMENT OF THE AID MEASURE AND COMPATIBILITY
	3.1. Existence of State aid in the meaning of Article 87(1) of the EC Treaty
	3.2. Legality of the aid measure
	3.3. Compatibility of the aid
	3.4. Compatibility with the general provisions of the RAG
	3.5. Compatibility with the MSF provisions
	3.5.1. Aid intensity
	3.5.2. Compatibility with the rules under paragraph 24(a) and (b) of the MSF

	3.6. Conclusion

	4. DECISION

