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SUMMARY 

1. NATURE OF THE GUIDELINES ON STATE AID FOR RAILWAYS UNDERTAKINGS 
This impact assessment relates to the draft guidelines on State aid for railway 
undertakings. 

The aim of these guidelines is to provide guidance on the compatibility of State aid to railway 
undertakings with the Treaty. In this way, the Commission wishes to ensure greater 
transparency in this sector, which is in a process of liberalisation, and ensure greater legal 
certainty for operators, whether incumbents or new entrants.  

The legal framework relating to State aid for railway undertakings is a complex one. It 
involves several provisions contained in the Treaty and several regulations adopted to 
implement those provisions. In addition, recent legislative developments such as the adoption 
of PSO Regulation No 1370/2007 have established a new legal framework. 

These guidelines relate to railway undertakings as defined by Community legislation. They do 
not cover the question of infrastructure financing, but simply contain a reminder of certain 
general State aid principles applicable in this connection. 

This initiative is therefore part of the process of opening up rail transport to competition, the 
aim being to remedy several shortcomings which affect the operation of the rail transport 
market and prevent the railways from making the most of their advantages, since rail transport 
can make a major contribution to the development of sustainable transport in Europe, as it is a 
safe and non-polluting mode of transport. 

These guidelines are also part of the context of the modernisation of State aid policy as 
implemented by the Commission's Action Plan of 7 June 20051. While the Commission 
wishes to recognise the specific features of rail transport through the adoption of sectoral 
guidelines, it will interpret any derogation strictly, thus sending the sector a signal 
concerning convergence towards general rules applicable to all the sectors opened up to 
competition.  

2. OBJECTIVES OF THE IMPACT ASSESSMENT 
This assessment is a completely innovative exercise where State aid is concerned. This 
initiative is part of the context of the Commission's "better legislation" efforts. Accordingly, 
the Commission intends to examine the possible impact of theses guidelines on the economy, 
the environment and employment in particular. Given the area covered, special attention is 
paid to the potential impact of these guidelines on competition, the situation of new entrants 
and the operation of the rail transport market. 

This assessment sets out the specific issues concerning State aid for railway undertakings 
which justify the adoption of sectoral guidelines. It explains the approach adopted by the 
Commission in drawing them up and highlights the general and specific objectives of the 
guidelines.  

 
1 State Aid Action Plan, "Less and better targeted State aid: a road map for State aid reform 2005-2009", 

SEC(2005)795.  
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This assessment gives the reasons why the Commission has defined certain guidelines and 
adopted certain policy options rather than others. The impacts are assessed and compared in 
accordance with the Commission's impact assessment standards. 

In particular, the Commission called upon the expertise of a consultant specialising in the 
transport sector. In addition, it held a public consultation of stakeholders and Member States 
on the draft guidelines.  

All in all, this exercise will make it possible to ensure a better understanding of the 
Commission's motivations, and help to strengthen the rules of good governance in this area 
in which the Commission has exclusive competence.  

3. MAIN AREAS COVERED BY GUIDELINES  
The guidelines cover several aspects of the economic and legal environment of railway 
undertakings: 

– Cancellation of the debts of railway undertakings: a number of railway undertakings have 
levels of indebtedness which are sometimes very high, a heritage of the period in which the 
railway undertakings operated in a non-competitive environment. In the context of the 
liberalisation directives, the Community legislator called upon the Member States to 
reduce the level of indebtedness of railway undertakings. However, the Community 
legislation does not specify a timetable and does not give any indications regarding the 
conditions for taking over debts. These uncertainties made it possible for debt-takeover 
operations to be carried out, sometimes on a massive scale, possibly resulting in distortion 
of competition. This situation constitutes "regulatory failure". These guidelines provide 
clarifications, in particular by setting out the legal framework applicable to such 
operations;  

– the possibilities regarding aid for the purchase and renewal of rolling stock: much of 
European rolling stock is obsolescent, especially in the Member States which have joined 
the EU since 2004. However, with the current legal framework, regional aid for the initial 
investment in rolling stock is not admissible. The Commission wishes to encourage the 
modernisation of rolling stock by allowing the possibility of investment in regional, urban 
and suburban rail transport in EU regions eligible for regional aid;  

– aid for restructuring railway undertakings: the Commission provides clarification 
concerning the application of rules applicable to the restructuring of the freight activities of 
railway undertakings, the main aim being, with a view to ensuring equal treatment, to 
make a number of adjustments to the horizontal guidelines which now seem necessary 
given recent Commission practice and the development of the sector since the opening-up 
of freight markets to competition; 

– aid for the coordination of transport and public service compensation: the 
Commission provides clarification and legal certainty with regard to the possibility of 
authorising State aid directly on the basis of Article 73 of the EC Treaty. This State aid is 
aimed at remedying several market shortcomings. In the railway sector, the main 
problems concern the fact that external costs are insufficiently internalised into the costs of 
other modes of transport, and issues concerning infrastructure use, and requirements 
concerning interoperability, safety and environmental standards. This need for legal 
certainty also arises in connection with certain very specific issues concerning the legal 
framework applicable to public service compensation; 



EN 4   EN 

– existence of unlimited State guarantees: several railway undertakings still have 
unlimited State guarantees which, for example, allow access to more favourable credit 
conditions than their competitors. Given the fact that the undertakings operate in a sector 
that has been opened up to competition, these unlimited guarantees distort competition on 
the market. The Commission needs to clarify how these guarantees should be treated with 
regard to the State aid rules applicable.  

4. SCOPE OF THE IMPACT ASSESSMENT AND PROCEDURE FOLLOWED 
The various aspects covered by the guidelines are grouped together in two categories of 
provisions.  

In the following areas the Commission has had to make choices: 

– debt cancellation: the Commission should set a reference date to enable the taking-over of 
historical debts on the basis of the secondary legislation applicable and in this way provide 
a framework for its application; after the reference date, the Member States would only be 
able to cancel debts in the context of restructuring;  

– purchase and renewal of rolling stock: the Commission should assess the merits of 
encouraging the use of public funds for the modernisation of rolling stock used on a local 
and regional scale. 

In these two areas, the impact assessment sets out the policy options considered by the 
Commission. The economic, social and environmental impacts of these various options are 
then quantified and evaluated. The possible effects on competition are identified. 

Four policy options were considered with regard to debt cancellation: 

– policy option 0 ("baseline") - status quo 

– policy option 1 - reference date: 1993 

– policy option 2 – reference date: 2001 

– policy option 3 - reference date: 2007 

Three policy options were considered with regard to aid for the purchase and renewal of 
rolling stock: 

– policy option 4 ("baseline") – status quo (no regional aid) 

– policy option 5 – possibility of granting regional aid for passenger transport 

– policy option 6 - possibility of granting regional aid for passenger and freight 
transport 

In the other areas, the Commission is codifying its practice with regard to State aid or 
making adjustments made necessary by the development of the legal framework. The 
impact assessment therefore sets out the approach adopted for each area and evaluates the 
potential effects on competition.  
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5. CHOICES MADE – ASSESSMENT OF POLICY OPTIONS  
The impact assessment was carried out on the basis of both a quantitative and qualitative 
analysis. It was conducted on an economic level: impact of debt cancellation on the net costs 
of railway undertakings, impact on transport demand as a result of effects on prices and/or the 
level of service as a result of the development of net costs. The assessment was also carried 
out on a social level (lack of safety on the roads as result of road accidents, and the 
employment trend in the freight transport sector) and on an environmental level (trend in CO2, 
NOX and particulate matter emissions). In order to take account of the specific nature of State 
aid guidelines, an additional dimension was added in order to examine the impact of the 
guidelines chosen on the development of competition on the markets concerned and in 
particular on the situation of new entrants. 

5.1. Debt cancellation 
The findings of the impact assessment show that the more restrictive the policy option is 
concerning debt cancellation possibilities, the worse its impact is on transport demand, the 
environment, road safety and employment (essentially as a result of a shift from road to rail). 
These trends are reflected in a similar fashion both for the impact calculated on the basis of 
the "price" effect and for the impact calculated on the basis of the "level of service" effect.  

The intermediary policy option (policy option 2 – reference date 2001) gives median results 
for the impacts on transport demand, the environment and the social aspects. It makes it 
possible to take into account the need for transparency and legal certainty for rail operators in 
a context of liberalisation. 

In addition, this policy option makes it possible to limit the risks of distortion of competition 
and preserve the situation of new entrants. In setting the reference date as the date on which 
the decision was taken to open up the rail freight transport market to competition, the 
Commission is consistent with the approach adopted in other sectors which have undergone 
liberalisation (stranded costs approach in the energy sector).  

Consequently, the Commission has chosen to adopt policy option 2 and set the reference date 
for debt cancellations at 15 March 2001. The guidelines therefore provide for a separate legal 
framework for debt cancellation depending on whether debts contracted before or after 
15 March 2001 are concerned.  

5.2. Purchase and renewal of rolling stock 

The findings of the impact assessment indicate a favourable impact for the purchase and 
renewal of rolling stock on the net costs of the railway undertakings concerned. The 
restrictive policy option (no aid for rolling stock), on the other hand, entails adverse impacts, 
essentially connected with the obsolescence of the rolling stock. These adverse impacts 
essentially concern the polluting emissions produced by the old rolling stock. Conversely, the 
granting of aid for the purchase and renewal of rolling stock will undoubtedly have positive 
impacts in terms of transport demand, the reduction of polluting emissions, a reduction in 
deaths on the roads and on employment. 

While the maximalist policy option covering both passenger and freight transport (policy 
option 6) gives more favourable results in all respects (transport demand, polluting emissions, 
accidents and jobs), it does, however, entail major risks with regard to competition in the 
freight sector. Conversely, policy option 5 (passenger transport) will have no adverse effect 
on competition, in particular as a result of clearly defined conditions, which will make it 
possible to establish a framework for the granting of regional aid for the purchase and renewal 
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of passenger rolling stock. These conditions will also help to ensure that such measures are of 
benefit to the regional development of the areas concerned. 

Consequently, the Commission has chosen to adopt policy option 5 and rectify the exclusion 
of aid for rolling stock for urban, suburban and local transport in the regional guidelines. 

6. CONCLUSIONS 

All in all, this impact assessment makes it possible to explain the guidance set out by the 
Commission in the guidelines on State aid for railway undertakings. They will help to bring 
about a change in mentalities and practices leading towards a competitive market for rail 
freight transport – which already exists in law, but needs to be achieved to a greater extent in 
practice – and passenger transport – which will soon be liberalised on a European scale.  

The proposed approach makes it possible to ensure maximum consistency between the 
sectoral rules and the general rules applicable to State aid. While the specific features of the 
sector are taken into account, this has been done in such a way as to encourage the 
development of competition. The proposed text is part of the liberalisation process in the 
sector, the most recent stage being the adoption of the third railway package.  

Lastly, the impact assessment sets out monitoring and reporting mechanisms which will 
enable the Commission to assess the effectiveness of the guidelines no later than 5 years after 
the date of their publication.  
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