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@2 LWorld Trade Organization, Agreement on Subsidies and Countervailing Measures, at https://www.wto.org/english/docs_e/
legal e/24-scm.pdf, 20264E6 A 29 H Vi il o

QLR BIZAT £ 210551075k - See Article 107, The Treaty on European Union and the Treaty on the Functioning of the
European Union (TFEU).

@2 W.Gonenc Gurkaynak, Merve Oner, Hazar Basar, A Critical Analysis of the Turkish State Aid Law, at https://ssrn.
com/abstract=3174722, 20264£6 429 H i} [ .

®2% WL.Wolfgang Kerber, EU State Aid Policy, Economic Approach, Bailouts, and Merger Policy: Two Comments, at
https:/ssrn.com/abstract=1547790, 20265E6 H 29 H Ui il .

(®See European Commission, State Aid Action Plan—Less and Better Targeted State Aid: A Roadmap for State Aid Reform
2005-2009, Brussels, 7.6.2005, COM(2005) 107 final.
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(D% W.European Commission, State Aid Modernisation (SAM), at https://competition-policy.ec.europa.eu/state-
aid/legislation/modernisation_en, 202646 H 29 H 5 7

(@See Andrea Biondi, Elisabetta Righini, An Evolutionary Theory of State Aid Control, In: Damian Chalmers, Anthony Arnull,
eds., The Oxford Handbook of European Union Law, Oxford: Oxford University Press, 2015, p. 686.

@ WAAT5E 4 H BRI H 1256 QAT 305 B ALK SEHEINE D EE25 5% « (1 58 4+ o 1011 P S 40 M VSR 4 55

®% Jl.Sandra Marco Colino, Block Exemption Regulations, at https://ssrn.com/abstract=4855225, 202646 429 H /i I »
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VAN B ) B (A A2, Bl i e 5 T 5L A i) 3 ¥ LA 7E 56 92 A0 1) - See Harold Demsetz, Information and Efficiency: Another
Viewpoint, The Journal of Law & Economics, 1969, Vol. 12, Issue 1, p. 1.

(@See Commission Regulation (EU) No 651/2014 of 17 June 2014 Declaring Certain Categories of Aid Compatible with the
Internal Market in Application of Articles 107 and 108 of the Treaty (Text with EEA relevance), para. 22.
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DFZE 5 MU SZ HH S5 R S5 SIE RO AT IR I R R AL 5 3 SR IE.

@See Article 3, Commission Regulation (EU) 2023/2831 of 13 December 2023 on the Application of Articles 107 and 108 of the

Treaty on the Functioning of the European Union to De Minimis Aid.
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D% Il.European Commission, Communication from the Commission Guidelines on Regional State Aid, at https://competition-
policy.ec.europa.eu/system/files/2021-03/rag_en.pdf, 202656 529 H 1Ji ] .

@% I.European Commission, Communication from the Commission Guidelines on Regional State Aid, at https://competition-
policy.ec.europa.eu/system/files/2021-03/rag_en.pdf, 202646 H 29 H 5 7] »
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(®See Commission Regulation (EU) No 651/2014 of 17 June 2014 Declaring Certain Categories of Aid Compatible with the
Internal Market in Application of Articles 107 and 108 of the Treaty (Text with EEA relevance), Chapter III, Sections 2 and 3.
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(DSee Commission Regulation (EU) No 651/2014 of 17 June 2014 Declaring Certain Categories of Aid Compatible with the
Internal Market in Application of Articles 107 and 108 of the Treaty (Text with EEA relevance), Chapter I1I, Section 7.
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On the Block Exemption for Government Subsidies
in Fair Competition Review

Li Xiliang
(Koguan School of Law, Shanghai Jiao Tong University, Shanghai 200030, China )

Summary: China’s fair competition review system currently adopts a full-coverage
mechanism, designed to prevent, at the source, all policy measures that may have the effect of
eliminating or restricting competition. However, taking government subsidy policies as an
example, practice shows that the proportion of cases that actually cause substantial harm to
competition is extremely low. Such policies are mostly oriented towards addressing market failures
and achieving social or political objectives, and their policy benefits often far outweigh their
potential impact on competition. Against this backdrop, it is necessary to further explore whether
China’ s fair competition review system should subject all government subsidies to full-coverage
review. From the perspective of institutional objectives, the core aim of fair competition review
should be to ensure that the goals pursued by government actions can be achieved, and that the
overall benefits brought about outweigh the resulting harm to competition. It is not meant to
eliminate all competition distortions, and therefore it is unnecessary to cover every subsidy
measure. From the perspective of institutional costs, the full-coverage review faces the dual
constraints of scarce administrative resources and high error costs, and its marginal benefit in
reducing false negative error costs is also very limited. Therefore, it is necessary to establish a
scientific and reasonable block exemption mechanism, to identify by category those subsidy
policies with low risk of harming competition and significant economic and social benefits, and to
formulate clear exemption standards and quantitative thresholds to exclude qualifying subsidy
policies from fair competition review. The construction of block exemption generally follows the
principle of combining leniency with strictness. It must avoid falling into the Nirvana fallacy that
“all review errors can be eliminated”, while also preventing overly lax exemption standards from
rendering the fair competition review system ineffective. The scope of exemption specifically
covers five categories: de minimis subsidies, regional investment subsidies, subsidies for small and
medium-sized enterprises, R&D and innovation subsidies, and environmental protection subsidies.
At the same time, to prevent abuse of the exemption system in practice, a supporting oversight
mechanism should be established to ensure the effective implementation of the exemption rules
and the realization of the objectives of fair competition review.

Key words: fair competition review; full-coverage review; government subsidies; block

exemption
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