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Introduction

The steadily mounting competition from the
Bastern Bloc in the fields of maritime shipping and road
haulege — and possibly in the field of waterway transport,
too, in future - is a cause for grave concern on account
of the conditions under which it is flourishing.

Because they are able to operate freely in the
West, Fastern Bloc countries are succeeding to en increa-
sing degree in changing the pattern of East-West goods
traffic in their own favour.

Accordingly, the Economic and Social Committee
points out that not only may Eastern Bloc carriers' pene-
tration of the markets threaten employment in transport
but, in the long run, there may be grave drawbacks for
industry in the Community as a whole, at the very latest
once the Eastern Bloc has succeeded through a deliberate
policy in building up a strong position on the various
transport markets,

For this reason, the Committee calls on all
the institutions responsible for Eagt-West transport
questions to tackle this matter with the utmost vigour in
order to ward off developments that would be disastrous
for the economy and have grave social consequences,



Such are the conclusions reached in an additio-
nal Opinion which the Committee adopted at its 153rd
Plensry Session on 23 November 1977 with Basil de FERRANTI
in the chair,

It had been decided by the Committee's Bureau
on 24 Mey 1976 that the Section for Transport and Communi-
cations ~ chaired by Mr HOFFMANN - should be suthorized
to study the burning issue of East-West transport and set
out its findings in an Opinion delivered at the Committee's
own initiative,

The Bureau also gave the Section permission to
invite several guest speakers to address its members (*).

(%) The following guest speakers were invited
Mr ANTRE-DUMONT, Director of the European Communities'
Organization of Shipowners' Associations and Chairman
of the Board of the DEPPE Shipping Company, Antwerp;
Mr Carl-Heinz LURCH, Vice-Chairman of the Liaison
Committee of the International Road Heulage Union,
Brussels; Dr Johan HAUF, Section Secretary respon-
sible for Inland Shipping at the International Trans-—
port Workers' Federation (ITF), London;
Mr Giorgio MARIANI, Alitalia Deputy Director of Mar-
keting; Mr Henri ROCHEREAU, President of the Asso-
ciation for the Development of French Ports, Paris;
Mr POSTHUMUS, Chairman of the Government Commission
for the Expansion of Dutch Ports,

Copies of the speakers' statements are obtainable
from the Committee's Secretariat.



-3 -

Because of the start in June 1977 of the
Helsinki review conference, the Committee delivered a
preliminary Opinion on the matter prior to the com-
pletion of its work, The Rapporteur for the Opinion
was Mr HENNIG, with Mr BERNAERT, Mr FREDERSDORF,
Mr KIRSCHEN, Mr PICARD, Mr RENAUD and Mr de VRIES REILINGH
assisting as Co-Rapporteurs,



PART I

OPINION ON TRANSPORT PROBLEMS IN RELATIONS WITH EASTERN
BLOC COUNTRIES (June 1977)

The Committee would press the appropriate EEC
and Member State authorities to take steps at the
Helsinki follow-up conference in Belgrade to improve co-
operation in the field of transport, Care should be
taken to ensure that no serious harm is done in this
field and that there are no disturbances or disruptions
of the market.

ADDITIONAL OPINIOK (November 1977)

General Comments

The Committee has ascertained that it is pri-
marily sea transport, inland shipping and road haulage
and also %0 a lesser degree port activities and ancillary
services that are affected by the expansion of Eastern
Bloc countries' share of traffic, which is threatening
the survival of Western operators.

Less disquieting it would seem, is the situation
in air and rail transporte. These sectorsg, in which traf-
fic is controlled in the main by a regulatory framework,
were also examined by the Committee. This does not mean,
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however, that it will not be necessary in future to keep
a very careful eye on air and rail transport in order to
prevent rates, for example, from diverginge. The
Committee thinks, nonetheless, that any problems can be
settled within the framework of existing agreements.

The Committee hopes that an effective solution
for other modes of tranmspord (sea transport, inland ship-
ping end road haulage) can also be negotiated.

It considers that concrete grounds for such
action are to be found in the Final Act of the Helsinki
Conference of 1 August 1975, where it is stated in
Section II that :

wihe participating States ee. consider that
their trade in various products should be con-
ducted in such a way as not to cause serious
injury - and should the gituation arise, market
disruption - in domestic markets for these pro-
ducts and in particular to the detriment of
domestic producers of like or directly com-
petitive products ese”.
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The participating States also agreed to "encou-
rage the development of international inland transport of
passengers and goods as well as the possibilities of ade-
quate participation in such transport on the basis of re-
ciprocal advantage". And at a general level reciprocal
measures to develop commercial and economic relations by
improving "business contacts and facilities" were pro-
mised.

The conclusion regarding trade drawn here from
the major differences between the two sides' economic
gystems should,the Committee thinks, also serve as the
guiding principle for the policy to be pursued with re-
gard to transport.

The practical successes not scored so far on
this front must be made a certainty in future by using
more suitable methods than have been used so far,.



-7 =

The Committee is, however, aware that - as the
Helsinki Agreement shows - agreements by themselves are
no guarantee that an intolerable situation will be ter-
minated. The Committee therefore calls on the Community
bodies to equip themselves as soon as possible with suit-
able legal instruments for taking counter-action in the
event of serious disturbances on the transport market.

Such legal instruments, however, do not rule
out negotiations between the Community, represented by
the Commission, and the COMECON or COMECON States -
negotiations which might thereby prove to be more fruit-
ful,

Specific Comments

Subject to its basic comments on what form
action should take and where the responsibilities 1lie,
the Committee holds the views set out below @

It is in the transport industry's interest, the
Committee thinks, to work towards the following common
targets in international traffic between the Community and
East Furopean State-trading countries :

. Community land and sea operators should have a fair
share of East-West traffic, PThe purpose of efforts
here must be to prevent the COMECON countries from
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reaping all the benefits and to work towards effective
and - at all events — evenly matched reciprocity. It
would appear advisable to do something about the cif
and fob clauses in supply contracts so as to ensure
equal access to the market;

Workers employed by Community operators should be en-
sured legal and social protection when in Eastern Bloc
countries;

Consideration should be given to the social aspects of
the problems posed in East-West transport by unfair

competition and especially to the employment question
and the repercussions on other sectors of the economy;

The administrative formalities in international trans—
port - and especially at frontiers - should be simpli-
fied and aligned;

The special taxes and discriminatory charges in COMECON
countries should be abolished;

The transport activities of COMECON countries should
be monitored in order to guarantee reciprocity with
regard to the right of establishment, the acquisition
of holdings and the access to cargoes/loads;
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« The setting-up of businesses and acquisition of hol-
dings in the Community by COMECON firms should be
regulated.

These general objectives can be attained most
effectively if efforts are concentrated primarily on en-
suring that both sides have fair access to markets and
to cargoes/loads. On a general level, it must be empha-
sized once more that the competitive disadvantages of
Western operators stem from the fact that the State-owned
transport organizations in the COMECON countries restrict
the customer's choice through their trading and transport
policies,

A Community-wide solution includes ipso facto
appropriate checks at Community level tc verify the ob-
servance of agreements,

It is imperative, the Committee thinks, for the
targets set out below to be achieved in the separate
transport sectors :
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~ Sea Transport

In the field of sea transport, the appropriate
bodies must take suitable action to ensure the following :

. COMECON countries should be made to drop freight rates
that are in no balanced relation to the normal terms
in Western countries;

. Community shipowners should be given & balanced share
of bilateral traffic between Community and COMECON
ports in both directions, at adequate rates and without
carriers from other countries being excluded;

. West European shipowners should be given the chance to
acquire a share of traffic between COMECON ports and
ports outside the Community;

. Bastern Bloc shipping lines should be allowed to
accede to existing agreements between Western ship-
owners.
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- International Road Haulage

The following are the main measures that spring
to mind for giving Western road hauliers an equal share
of traffic between Member States and Eastern Bloc coun-
tries :

.« Agreements on equal access to the market through a
system of licences for bilateral and transit traffic;

. Agreements on access to loads by ensuring the freedom
of establishment coupled with possibilities for securing
loads (if need be, traffic-sharing agreements could be
concluded);

« Ban on exorbitant road tolls and transit levies;

. Rules governing the picking up of return loads or
additional loads in transit;

. Reduction in the high visa fees charged by COMECON
countries and introduction of permenent visas for
lorry crews;

. Recognition of the green insurance card by all COMECON
countries, thus putting an end to the need for separate
insurances to be taken out for vehicles;
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. Simplification and acceleration of customs procedure;

. Guarantee of adequate stop-overs for lorry crews;

. Legal protection for lorry crews involved in accidents.

~ Inland Waterway Shipping

The Rhine's special status is a central fac~
tor here.

Competition in inland shipping is determined
primarily by the legal regimes applicable to the inter-
national waterways. Here, too, there is need for pro-
tection against cut-throat competition from East European
operators; such protection will be needed even more after
the completion of the Main-Danube Canal.

Experience has shown that inland waterway ope-
rators cannot protect themselves. The appropriate pub-
1lic authorities must, therefore, come to the necessary
arrangements and agreements on East-West traffic.

o Top priority must be given to amending the Act of
Mannheim so that it will be possible to restrict
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navigation on the Rhine by vessels from countries other
then EEC Member States and Switzerland.

Navigation on the Rhine by vessels from COMECON coun-
tries should be restricted to two-way traffic between
a Rhine riparian State and the COMECON country in
question;

It is necessary to retain the complete ban on cabotage
applicable to waterway vessels operating outside the
Rhine area;

The requisite arrangements could best be laid down in
trade agreements incorporating transport clauses or
in special transport agreements of equal value.

If transport clauses in trade agreements do not suffice,
detailed rulings on the questions of bilateral traffic,
cabotage, transit traffic, the picking up of return
loads or additional loads in transit and third-country
traffic will be necessary in the special transpori
agreemenis;

In addition, agreements should be drawn up on the align-
ment of technical matters (vessel registration, certi~
ficates, navigation licences) and on safety aspects.
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Suitable monitoring procedures, e.g. quota
restrictions, must be introduced to ensure that treaties
and agreements are observed,

-~ Air Transport

It can be concluded from the Committee’s stu-
dies that as they are guided by different motives and
avail themselves of different opportunities, East European
airlines obtain different results to their West Buropean
counterparts.

As a result, Bast Buropean airlines have a
larger share of traffic and a stronger foothold on the
market,

The Committee thinks, however, that existing
agreements still provide an adequate basis for proper
cooperation and desirable improvements in the areas men-
tioned above. Work should continue on this matter.

- Rail Transport

Distortions in traffic distribution at the
expense of West European railways are the result of the
COMECON countries' endeavours to use their own means of
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transport as far as possible, Rail transport must be
included in any East-West traffic-sharing agreements,

- Transport Users' Interests

The Committee notes that the industrial users

" of transport represented in its midst show an under-
standing for the ideas for restoring competition from
COMECON carriers to normal, Here, too, there is an
awareness of the longer-term risk of a growing dependence
on Eastern Bloc transport operators,

Therefore, a better balance and a certain
reciprocity should be sought with regard to the distri-
bution of goods traffice This would be for the. benefit
of the Community's carriers, though the interests of in-
dustrial transport users would also not be disregarded.

- Preventing Abuse of the Freedom of Establishment in
General and in Sea Ports in Particular

The Committee has noted that Eastern Bloc ope-
rators have established permsnent agencies in neighbouring
Western countries (e.ge in sea ports), whereas Western
carriers and forwarding agents are not able to set up such
establishments in COMECON countries. Eastern Bloc opera-
tors can thus not only compete freely for cargoes, but
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also keep a direct eye on developments in the different
markets; full use is also made of the business oppor-
tunities they find. This gives Eastern Bloc operators
a major competitive advantage,

In view of this situation and the fact that

(a) it is difficult for Western firms to set up branches
in COMECON countries, (b) even if they do succeed, these
branches are restricted in their freedom of movement and
(c) genuine reciprocity is therefore unattainable, the
establishment by COMECON countries in the Community of
agencies or firms coming under their control should be
supervized,

This restriction or ban should include firms
which are controlled directly or indirectly by natural
or legal persons from a COMECON country or by such a
country itself. Control here means the de jure or de
facto influencing of the firm's decisions with regard, in
particular, to the use of {transport means or market
strategy.
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Special attention should be paid not only to
vessels whose home ports are in COMECON countries but
also to vessels which are registered in a West European
country but whose owners are either citizens of a COMECON
country or under such a country's control.

Finally, freedom of establishment in COMECON
countries would have to be backed up by appropriate
freedom to secure cargoes in these countries and by im-
proved access to cargoes before it could be said that
Western carriers were given the same treatment as their
Eastern Bloc counterparts.

The Committee would ask all the competent in-
gtitutions to tackle this matter with the utmost vigour in
order to ward off developments that would be disastrous
for the economy and bave grave social consequences.
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PART II

REPORT OF THE SECTION FOR TRANSPORT AND COMMUNICATIONS

~ General Comments - Study of the Current Situation in
Transport between the Community and Eastern Bloc Coun-
tries

For some time now unions, trade and industry
and public authorities at Community and Member State
level have been concerned about competition from Eastern
Bloc countries in the field of tramsport on account of
the conditions under which it is flourishing,

Although most of the criticism has been
levelled at the situation with regard to sea transport,
inland waterway shipping and road haulage, voices have
also frequently been raised in warning about the foot-
hold Eastern Bloc countries are gaining in ports.

In view of this situation, the Section decided
t0 take all the tramsport sectors, including international
air and rail transport, one by one and examine in detail
whether there were any difficulties or imbalances in com-
petition between East and West,
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The findings are set out in full in six separate
documents (*) appended to this Report. A number of the
points made have been singled out by the Section below :

The steady growth in Community trade with
Eastern Bloc countries (%*) has automatically led in
recent years to a corresponding increase in East-West
traffice. Generally speaking, Western carriers have a
smaller share of this increased trade, and of the total
volume of East-West transport, than their Easterm Bloc
counterparts for a number of reasons :

. In the Eastern Bloc's centrally-controlled economies
foreign trade and international goods transport are in
the hands of State monopolies. By comparison, most
firms in West Buropean countries are organized on a
decentralized basis and form part of the private sec-
tore. This general difference in organization places
Western transport operators at a competitive disadvan-
tagee. Operating at their own risk in line with the
principles of private enterprise, they must cover their

(%) - Sea transport (Appendix 1)
- Road haulage (Appendix 2)
- Ipnland Waterway Shipping (Appendix 3)
- Air transport {Appendix 4)
- Rail transport (Appendix 5)
- Port operations {Appendix 6)

(#%) See Tables 1 - 3.
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full costs with the rates obtainable on the market,
whereas the monopolies in the State-trading countiries
apply completely different principles when determining
their costs and risks and fixing their rates;

. The running of international transport operations in
State-trading countries has to fit in with national
economic plans, The constant aim is to give the
State the power to control transport and transport
capacity, which it can use to attain the targets set
in such national plans and which it can exercise in the
fields of intermational trade and traffic, too. The
Bastern Bloc countries do this by selling their exports
cif and purchasing their imports fob, As a result of
this practice, they retain full control over the
cerriage of these imports and exports since, as the
payers of the freight, they are free to choose the
carrier,

The growing competition in gea transport from
Bastern Bloc countries (%) and, in particular, the Soviet
Union, is particularly serious, especially in liner ship-
ping and in general cargo services.

(#) By Eastern Bloc countries - also referred to as
State-trading, COMECON or CMEA countries or simply
the "Bastern Bloc" in this Report — is meant the
socialist countries of Easterm Europe, viz. Albania,
Bulgeria, Czechoslovakia, the German Democratic
Republic, Hungary, Poland, Romania and the Soviet
Union.
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For a proper assessment of the specific nature
and impact of this competition, it must be borne in mind
that liner shipping is based on liberal principles, This
applies both to the organization of such shipping and to
the Bystem of trades

Thus, the fleets of the CMEA countries can gain
a foothold in Western ports and in all important general
cargo trades, an occurrence which has been made easier by
the network of agencies and representatives built up by
the Eastern Bloc in the West, The market penetretion of
the CMEA countries is, moreover, aided by the fact that
Eestern Bloc shipping companies differ radically from
their Western counterparts in thelr structure and operate
under completely different commercial conditions,

The confrontation between Eastern Bloc and Wes-
tern shipping compenies would not have reached the pitch
it has reached today if the Bastern Bloc countries had not
started several years sgo on a large~scale programme for
expanding and modernizing their merchant fleets. Once
the new container tonnage appears on the market, com-
petition will most likely bé stepped up further and could
very soon threaten the existence of Western liner com-—
paniese )

Similar problems exist in inland waterway

shipping, On the waterways covered by the Act of
Mannheim (Rhine Shipping Act) passenger and cargo vessels
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have complete freedom regardless of the flags they fly.

In cross~frontier traffic there are neither Government
regulations on rotes nor restrictions on access. Thus,
ghipping lines from CIEA countries ore still allowed by the
Rhine riparien States' free market economies to freely oan-~
vas for cargocs and push their wey into traffic with the
Rhine riparinn States. o

Once the Main-Danube Canol has been completed,
this problem will grow ruch worse, cince Bastern Bloc ves=
gels, which have so far opercted only on the Denube, will
then be able to penetrste West Huropean markets wninpeded
wnlegs -counter-measures are talen in good time.

Western Burope would then become increasingly
dependent on Eastern Bloc vessels for a large pertion of
its traffis, TFurthernore, employment in inlend shipping in
Western Europe would very lilely be adversely affected,

To a lorge extent, Eastern Bloc transport organi-
zations have alrendy gszined a stranglehold on rozd howdage
hetween the Comnmity and Eastern Europe., In this sector,
just as in sea transport, the conditions of competition are
wmevenly balanced and have led to the sustained exponsion
of Bastern Bloc transport canecity in bilateral traffic
Detween Esstern Bloc and Community countries and in third-
country traffice
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The problems with regard to goods traffic by alr
between Commmity cnd COMECON countries are less dramatice.

Air traffic is controlled in the main by bila-
teral and multilateral agreements, This is quite natural,
for here a balanced solution to the questions of landing
rights and rates is more reedily attainable,

Rail transport is marked chiefly by the co-
operation that exists, between East and West European
railways. The problems already béing encountered by West
Buropean railways — as well as other West European car-
riers - stem from the COMECON countries® centralized con-
trol of transport and the fact that the West European
railways have to compete with the low rates being chorged
by COMECON carriers. If enything, this situation will
probably grow worse, ‘

TFinally, special mention should be mede in this
connection of the position with regard to gea ports, as
o number of commanies (shipping agents, forwarding agents,
etc,) financed with Eastern capital but constituted under
Member States' lzws have been set up in the West. These
may exert = considerable influence on traffic and the
transport user's choice especially if they should succeed
in future in acquiring even more influence in poris.
Here, too, Western Europe's industry will be in imminent
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denger of being relegated to a nosition of dependence, if
it is not possible to monitor the setting-up of these
hybrid enterprises satisfactorily,

A3 a result of these developments, the fransport
uger is confronted with decisions which cannot be taken
on. the besis of purely commerciol considerations,.

In the short term, Western tramsport users could
benefit from this situation, since freight rates are for
then cost factors which go towards maling up their
selling prices ond they neturally do not want to be forced
by higher transport‘costs to roise their prices., This
is especially the case if the transport costs cannot be
possed on to the final customer in full.

In the long term such a situation will, however,
become dangerous. If Westernm carriers are gradually
pushed out of the narket,there is every likelihood that
Bastern Bloc tronsport orgenizations will eventually be
able to acquire a monopoly hold., It must then be feared
that higher freight rates will be dictated to the cus-
tomer, especially as Eastern Bloec carriers azre in need
of as much foreign currency as possible.

Pinally, it should be pointed out that Eastern
operators' penetration of the markets may indirectly
taresten emvlovuent in transport cnd have repercussions
on other sectors of the economy - a factor which is
already disquieting workers' renresentatives.
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- Necessary leasures and Initiatives

General Conclusions

The immediate question is therefore : How is such
a situation to be taclkled, in both the long and short
tern, in the interests of Western Burope's economy and
workers, ie.ee which measures or initiatives are deemed %o
be necessary to deal with the problems?

In the Final Act of the Helsinki Conference
reference wos rightly made to the considerable differences
between the different types of economies,

There are also differences in the levels of
certrelizetion ond especially in the ways foreign trade
is organized. The Section thinks that these facts should
guide the future course of trensport policy, which has
strong links with foreign trade policye

Agoinst this background, the Section has talken
a close look at the practices of Eastern Bloc countries
in international goods traffic with the West end has
attempted to analyze the situctions It sees its task as
being to provide pointers and nroposals which will help %o
outline (a) o basis for foreign trade policy and transport
policy, (b) a number of guiding orinciples for selective‘
improvements to the organizationel structure of trade
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transport snd relations and (c) o vossible programme of
action for the Cormumity cnd its llember States in 1978,

Considering the results obtained in the fields
07 reil and air transport, the Section is wholly in favour
of seeking solutions within the franework of agreements
og far ag possible, that is to say through negotiations,
It has also been found that negotiations produce tangible
results more easily if conducted against the backcloth of

existing regulaticns,

The guidelines for = common policy could be
worked out ot the following levels @

a) At nationzl level

b) At Commumnity level (eege under Articles 75, 84(2) =nd
113 of the INC Tresty)

¢) Within the OECD ond other international governmentel
and non-governmentsl orgenizationse.

If and where it should prove impossible in the
short term to recch o Communitr-wide settlement, consi-
deration should be given to bilateral or multilateral
ooreenents betweern individual cowntries which could later

help a Community solution to be found.
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In the field of shipning, for example, agreements
could be concluded directly between East and West DBuropean
shinping companiese

It must be pointed out, however, that arrange-
ments between individusl coumtries (see Appendix 1) are
not enough in themselves, because there is the donger of
such action being uncoordinated and piecemeal, which should
be avoided at all costs, Therefore, a Cormmmity-wide
solution should be sought, come what naye There are
geen to be two starting points for such a Community solu-
tion, namely the

~ Helginki Conference on Security and Cooperation in
Europe (CSCE) and its Final Act of 1 August 1975, and
the

- recently contemplated opening of negotiatione between the
Chairmsn of the COMECON Executive Committee and one of
the Vice-Presidents of the EC Commissione

It should be borne in mind here that the
Helsinki Conference has provided important pointers for
internationsl trade in the future, In the Final Act of
1 August 1975, all the participating States asgreed to
renounce practices which were harmful to trade or dis-
turbed markets., This agreenment also applied to practices
injurious to inland transport (including waterway ship-
ping)e Section II of the Pinal Act entitled "Commercial
Exchanges" states that :
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"Phe participating States ... consider that
their trade in various products should be con-
ducted in such a way as not to cause serious
injury - and should the situation arise, market
disruption ~ in domestic markets for these pro-
ducts and in particular to the detriment of
domestic producers of like or directly competi~
tive products s.e"e

The participating States also agreed to "en-
courage the development of intermational inland transport
of passengers and goods as well as the possibilities of
adequate participation in such transport on the basis of
reciprocal advantage". And at a general level) recip-—
rocal measures to develop commercial and economic relations
by improving "business contacts and facilities" were pro-
mised.

If these intentions set out in the Final Act
have not yet bornme fruit, then more work should be done
in +4his direction, A Community Regulation containing
suitable protective and defensive measures is an urgent
requirement. After all, agreements must be observed
(pacta sunt servanda),

A further, parallel line of approach to the
problen should be pursued in the negotiations between
COMECON and the EC Commission, as the sole Community
negotiator,
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It would seem that the Eastern Bloc countries
are now interested in agreements with the Community.
Recently, the COMECON States have been taking every oppor-
tunity to point out that, in the long term, COMECON offers
a stable, expanding and exclusive market, COMECON is,
therefore, interested in concluding a ten-year trade
agreement which would also cover transport (*).

In the light of experiences in individual trans-
port sectors (e.ge air transport), the Section hopes that,
above all, agreements are to be sought which make allo-
wance for the nature and special structure of the indivi-

dual modes.

Sea transport is a special problem. Although
the Commission is responsible for negotiating bilateral
trade agreements with non-member countries (Article 113
of the EEC Treaty), Council decisions on sea transport
have to be unanimous (Article 84(2) of the EEC Treaty).
Nevertheless, it is clear as demonstrated most recently at
the Council meetings on 4 November 1976 and 28-29 June
1977 that there is an increasing readiness to reach agree-
ment in this area, This has been shown, for example, by
the Council Decision setting up a consultation procedure

(%) See also Buropean Report No., 447 of 24 September 1977,
TR/page 6
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on relations between Member States and third countries in
shipping matters and on action relating to such matters
in international organizations (%),

QECD action could be taken in support of the
Community measures which, it is felt, have top priority.

- Action in Individual Fields of Transport

Subject to its basic comments on what form
action should take and where the responsibilities 1lie,
the Section holds the view set out below,

It is necessary, the Section thinks, to work
towards the following common targets in international
traffic between Community and East-European State-trading
countries : '

- Community land and sea transport operators should have
a fair share of East-West traffic, due regard being paid
to the special structure and conditions of tramsport in
the Member States, The purpose of efforts here must be
to prevent the CMEA countries from reaping all the bene-~
fits and to work towards effective and ~ at all events -~
evenly matched reciprocity. It would appear advisable

(%) See 0J No. L 239 of 17 September 1977, page 23
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to do something about the cif and fob clauses in supply
contracts so as tc ensure equal access to the market,

Workers employed by Community operators should be en-
sured legel and social protection when in Eastern Bloc
countries,

Consideration should be given to the social aspects of
the problems posed in East-West transport by unfair com-
petition and ecpecially to the employment question and
the repercussicns on other sectors of the economy.

The administrative formalities in international trans-
port - =nd especially ab frontiers - should be simplified

3 R
and alimed,

The special taxes and discriminatory charges in CMEA
countr=zz sheuld be abolished,

The trensport achtivities of COMECON countries should be
meritercd fm orior to guarantee reciprocity with regard
to the rigrt of establicvhment, the acquisition of hol-

dings and the access to cargoes/loads.
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- The setting-up of businesses and acquisition of hol-
dings in the Community by COMECON firms should be regu—
lated .

A Community-wide solution includes ipso facto
appropriate checks at Community level to verify the ob-
servance of agreements,

It is imperative, the Section thinks, for the
targets set out below to be achieved in the separate
transport gectors,

- Sea Transport

The objectives in the field of sea transport and
the measures to be taken to achieve them might be defined
as follows s

~ COMECON countries should be made to drop frcight rates
that are in no balanced relation to the normal terms in
Testern countries,

~ Community shipowvners should be given a balanced share
of bilateral traffic between Community and COMECON ports
in both directions, at adequate rates and without
carriers from other countries being excluded.
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~ West Buropean shipowners should be given the chance to
acquire & share of traffic between COMECON ports and
ports outside the Community.

- Eastern Bloc shipping lines should be allowed to accede
to existing agreements between VUestern shipowners,

- International Road Haulage

The following are the main measures that spring
to mind for giving Western road hauliers an equal share
of traffic between Member States and Fastern Bloc coun~
tries

- Agfeements on equal access to the market through a sys-
tem of licences for bilateral end tramsit traffic.

--Agreements on access to loads through ensuring the
freedom of establishment coupled with possibilities for
securing cargoes (if need be, traffic sharing agreements
could be concluded),

- Ban on exorbitant road tolls and transit levies.
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Rules governing the picking up of return loads or
additional loads in transit.

- Reduction in the high visa fees charged by COMECON
countries and introduction of permanent visas for lorry
Crews.

- Recognition of the green insurance card by all COMECON
countries, thus putting an end to the need for separate
insurances to be taken out for vehicles.

- Simplification and acceleration of customs procedures.

- Guerantee of adequate stop-overs for lorry crews.

- Legal protection for lorry crews involved in accidents.

- Inland Waterway Shipping

The Rhine's special status is a central factor
here,

Competition in inland shipping is determined
primarily by the legal regimes applicable to the inter-
national waterways, Here, too, there is need for pro-
tection against cut-throat competition from East European
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operators; such protection will be needed even more after
the completion of the Main-Danube Canal,

Experience has shown that inland waterway onera-
tors cannot protect themselves. Regulation of Eagt~West
transport through the appropriate public authorities is
therefore necessary.

- Top priority must be given to amending or supplementing
the Act of Mannheim, so as to make it clear which
vessels are to have freedom of navigation on the Rhine,

- The reguisite arranzements could best be laid down in
trade agreements incorporating transport clauses or in
special transport agreements. If the transport clauses
in trade agreements do not suffice, detailed rulings on
the questions of bilateral traffic, cabotage, transit
traffic, the picldng up of return loads or additional
loads in transit and third-country traffic will be neces-
sery in the special transport agreements.

- In addition, agreements should be drawn up on the align-
nent of technical matters (vessel registration, certi-
ficates, navigation licences) and on safety aspects.

Suitable monitoring procedures, e.g. quota res-
trictions, must be introduced to ensure that treaties and
agreemnents are observed,
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- Air Transport

The main issues in this sector have been settled
on the basis of reciprocitye. To this extent, existing
agreements form a satisfactory basis at the moment for
proper cooperation, though they should be used in future
to make further improvements, especially with regard to
the fixing of prices and airlines' footholds on markets.

- Rail Transport

Distortions in traffic distribution at the ex-
pense of West European railways are the result of the
COMECON countries' endeavours to use their own means of
transport as far as possible. Rail transport must be
included in any East-West traffic-sharing agreements,

- Pransport Users' Interests

The Section notes that the industrial users of
transport represented in its midst show an understanding
for the flow of ideas for restoring competition from
COMECON carriers %o normal, Here, too, there is an
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awarcness of the longer-term risks of a growing depen-
dence on Eastern Bloc transport operators,

Therefore, a better balance and a certain recip-
rocity should be sought with regard to the distribution
of goods traffic, This would be for the benefit of the
Community's carriers, though the interests of industrial
trensport users would also not be disregarded,

- Preventing Abuse of the Freedom of Establishment

The Section has noted that Eastern Bloc opera-
tors have established permanent agencies in neighbowring
Western countries, whereas Westein carriers and forwarding
agents are not able to set up such establishments in
COMECON cowntries., Eastern Bloc operators can thus not
only compete freely for cargoes, but also keep a direct
eye on developnents on the different morkets; full use
is also made of the business opportunities they find,

This gives Eastern Bloc operatcrs a major competitive
advantage,

In view of this situstion and the fact that
(a) it is @ifficult for Western firms to set up branches
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in COMECON countries, (b) even if they do succeed, these
branches are restricted in their freedom of movement and
(¢) genuine reciprocity is therefore unattaineble, the
establishment by COMECON countries in the Community of
agencies or firms conming under their control should be
supervised,

This restriction or ban should include firms
which are controlled directly or indirectly by natural
or legal persons frozi a COMECOR country or by such a
country itself, Contrcl here neans the de jure or de
fzcto influencing cf fthe firm's decisions with regard, in
perticular, to the use of transport means or market stra-
tey.

Special attention should be paid, not only to
vessels whose home ports are in COUECON countries, but
also to vessels which are registered in a West Buropean
country but whose ovmers are either citizens of a COMECON
country or under such a country's control,.

Finally, freedom of establishment in COMECON
countries would have to be backed up by appropriaste free-
dom to secure cargoes in these countries and by improved
access to cargoes before it could be said that Western
cerriers were given the same treaiuent as their Eastern
Bloc counterparts,
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It is clear from the above comments that the
Section has taken a close look at the considerable an-
xieties besetting transport circles on account of develop-
ments in East-West transport.

It would ask all the competent institutioms to
tackle this matter with the utmost vigour in order to
ward off developments that would be disastrous for the

economy and have grave social comsequencess
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APPENDIX 1

PART IIT : APPENDICES TO THE REPORT

SEA TRANSPORT

- General Comments

Western merchant fleets are faced with a problem
that is placing them in very great difficulties, namely,
the growing competition from the Eastern Bloc couniries (*)
and in particular the Soviet Union.

This competition is particularly keen in the
liner trades, i.e. mainly in general cargo services.,

For a proper assessment of the specific nature
and impact of this competition, it must be borne in mind
that, despite a recent tremnd, liner shipping is still
based on liberal principles. This applies both to the
orgenization of such shipping and to the system of
trade.

The seas are free — at least in the West - and
Western ports are open without any particular restric-
tions to all the world's merchant fleets, including of

(#) By Eastern Bloc countries is meant the socialist
countries of Eastern Burope, viz. Albania, Bulgaria,
Czechoslovekia, the German Democratic Republie,
Hungery, Poland, Romania and the Soviet Union.
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course those of the Eastern Bloc countries, which are
free to come here and engage in commercial activities
of all kinds,.

Thus the fleets of the COMECON countries can
gein a foothold in Western ports and in all important
cargo trades, Their advances are, moreover, made easier
by the fact that Eastern Bloc shipping companies differ
radically from their Western counterparts in their opera-
tional set-up and the commercial conditions to which they

are subject,

- Specific Comments (*)

Organization of the Sea Transport Operations of the
Eagstern Bloc Countries

The entire sea transport operations of the
Eastern Bloc countries are controlled by State agencies
which from the legal point of view probably rank as in-
dependent, self-administered bodies but which in fact are
part and parcel of the economic machinery of the Eastern
Bloe countries and as such have to conform strictly with
State economic planning.

(%) Cf. pages 61-88.
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The following are examples of the Eastern Bloc's
State~run international shipping lines : Polish Ocean Lines
(POL) based in Gdynia, VEB Deutsche Seereederei in Rostock
and Navebulgar in Sofia. The Soviet Union has several
State enterprises each covering a certain sector of sea
transport : The Baltic Shipping Company in Leningrad, Black
Sea Shipping in Odessa, Estonian Shipping in Tallinn,

Purthermore, the Soviet Union's liner cperations
are coordinated by the Sovinflot agency, which organizes
agency services in foreign ports and is the sole inter-
mediary through which foreign lines can be represented in
Soviet ports. Dry cargo tramping and oil tramsport are
controlled by another State agency, Sovfracht, which deter-
mines the chartering of foreign vessels and the freighting
of Soviet tramp vessels abrozd,

Among the decisive advantages Eastern 3loc ship-
ping companies derive from their set-up, one can single out
their low operating costs, The State, as shipovmer, bears
inter alia the capital costs, amortization, the cost of
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research and insurance (particularly hull insurance).
Purthermore, crew costs (wages plus social security con~
tributions) are significantly lower than those of Western
shipping companies operating fleets wnder European flags.
On top of this, Bastern Bloc fleets enjoy special low
rates particularly as regards bunkers and port dues in

home pPOrLS,

- Growth of Eastern Bloc Fleets

The confrontztion between Eastern Bloc and
Western shipping companies would not have reached the
pitch 1% has reached today if the Eastern Bloc countries
nad nok started several years ago on a large-scale pro~
gramme for expanding and modernizing their merchant
fleets, When competition from Eastern Bloc lines was
confined to a few unimportant trades its impact was rela-
tively slight and the Western shipping companies were able
tc adept to it. With the rapid growth of COMECON fleets
ir. recent years and particularly with the prospect of
further cxpansion, the problem has taken on a new dimen—
sion and the threat these fleets pose to Western lines is
now of a different magnitude,
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According to Lloyd's Register of Shipping,
Eastern Bloc fleets totalled 27,557,000 tonnes as of
30 June 1976, This represents 7.4% of the entive world
fleet of 372,000,000 GRT.

Whereas the world's tonnage doubles on average
every ten years, the carrying capacity of Eastern Bloc
merchant fleets has increased tenfold since 1955, rising
from 2,8 million GRT (2,8% of the world tonnage) to
27,556 million GRT in 1976.

The Soviet Union's merchant fleet is the sixth
largest in the world with a total of 20,668 million GRT
(5,6% of the world's tonnage). Therefore, the Soviet fleet
completely overshadows those of the other COMECON coun-
tries, for only Poland and the GDk have merchant Ifleets
of more +than one million CGRT (Poland : 3.263 million GRT;
the GTR : 1,437 million GRT).

Unlike the Liberian, Japanese and Scandinavian
fleets, where the emphasis is on oil tankers end bulk
carriers, the socialist countries of Eastern Europe and in
particular the Soviet Union have sought above all to build
up large fleets of liners, Statistics are revealing on
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this point -~ since 1970'the world's total liner tonnage,
i.e, conventional vessels, ro/ro vessels and container
ships, has increased by only 8% from 74,3 million GRT in
1970 to 80.3 million GRT in 1976, whereas over the sane
period the Eastern Bloc countries' liner tonnage has shot
up by something like 32,9% from 7.9 to 1065 million GRT.
What is even more characteristic is the fact that the
Eastern Bloc's share of the world's liner tonnage rose
from 10.6% in 1970 to 13.1% in 1976. Another significant
feature is the rise in the Soviet Union's share of world
ro/ro tonnage, which has increased from 2% to 10% in the
space of two and a half years, according to the British
specialist publication "Westinform Directory of Ro/Ro
Vessels", And today the Soviet Union leads the world in
the field of dry cargo vessels with its 7.7 million GRT,.
The vessels the Eastern Bloc countries have on order are
proof of their resolve to pursue this course and to become
involved in ell trades and¢ all categories of vessels,

Thus, according %o the journal "Fair Play",
Eastern Bloc countries had on order on 28 Jamuary 1977
321 liners f{gxcluding container ships) of more than 1,0C0
tdw, representing a total of 1,645,754 tdwe Practically
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two thirds of these vessels under construction or on order
(viz. 202 vessels totalling 1,006,032 tdw) are for the So-
viet Union, which thus ranks third in the world behind
Greece and Liberia in this category of vessels, The units
wnder cor:struction for Eastern Bloc countries account for
10.3% of world orders. On 1 Novemter 1975 this figure had
been only 8.6%.

Whilst continuing to equip their fleets with cone
ventional cargo vessels, the COMECON countries are also
placing more and more emphasis on modern specialized ves=-
sels, It should be noted in particular that Soviet orders
account for roughly 30% of the rc/ro uniis under construc-
tion or due for delivery shortly in the world,

A comparable effort is being made in the field of
container ships. Hitherto, only the Soviet Union and io-
land havc operated container ships and then only on a limi-
ted scale. The vessels so far have been of very small ton-
nage and low capacity and have not enabled these countries
to play a significant role in world trade.

At the moment, the Soviet Union and Poland have
25 and 9 such vessels on order, respectively, totalling
515,114 tdw all told or 14.6% of world orders.
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The Maritime Policy of the Eastern Bloc Countries and

the Objectives of this Policy

A comparison of the expansion in foreign trade
and merchant fleets between the OECD countries and the
Soviet Union shows that not only is the Soviet Union's
fleet growing at a much faster rate than the fleets of
the OECD countries, but this rate of growth outstrips
the expansion in the country's foreign trade. Thus,
taking 1965 as the base year (index 100), the OECD coun-
tries' foreign trade index had reached 187 by 1374, com-
pared with an index of 163 for the Soviet Union. In
contrast, the 1974 index for the fleets of the OECD coun-
tries was only 157, whereas the figure for the Soviet
Union was 212.

According to Mr A, ANIRE-DUMONT, a representa-
tive of Common Market shipowners, the liner tonnage of
the Soviet Union would be capable of carrying six times
the country's national trade in general cargo.

It seems that one of the basic objectives of
tne shipping companies of the Eastern Bloc countries as
& whole is to make & maximum profit in hard foreign
currencies and thereby help to reduce these countries’
large balance-of-payments deficits, vis-&4-vis Western
industrialized countries.
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With regard to bilateral traffic, Eastern Bloc
countries tend to secure their fleets a monopoly of liner
traffic both to and from their ports.

This situation has prompted Western countries
which want to have a share of this bilateral traffic, to
conclude governument agreenents with Easterm Bloc countries.
Host of the EEC's seafaring nations have concluded such

agreemnents.

It is possible to seek through these bilateral
agreements either (a) a general trade balance or (p) - on
a more specific level - the valanced sharing of cargoes in
terms of freight value. In the maritime shipping sector,
this second approach seems to have been adopted in most
agreements. However, it seems that such a balance is
rarely achieved in the application of these agreements.

Another of the limitations of these agreements
the fact that they apply only to bilateral trade. Conse-
quently, they do not allow a non-Soviet vessel to pick up
cargo in a Soviet port for a third country. On the other
hand, Soviet vessels are comnletely free to load or dis-
charge cargoes in all EEC ports as cross traders.



- 52 -

These restriction on the operation by Western
shipping companies of regular services between the Soviet
Union and third countries are due either to unilateral
Soviet control of the ports of call of non-Soviet vessels
or to the existence of bilateral agreements for the 50/50
sharing of cargoes between the Soviet Union and third
countries, Such agreements have already been concludad
between the Soviet Union and eleven countries (Argentina,
Brazil, Cuba, Algeria, Morocco, United Arab Republic,
Guinea, India, Indonesia, Pakistan and Sri Lanka).

Western shipping companies have no freedom at
all to set up offices in Eastern Bloc countries., In par-
ticular, they cannot establish independent agencies to
represent them ir these countries. On the cther hand, the
Eastern Bloc State bodies, such as SOVINFLOT, can set up
offices in Western countries and thus build up a commercisl
network which enables them to acquire cargoes for their
vesisels,

In addition, State-owned companies in Eastern
Bloc-countries can buy outright, or acquire majority hols
dings in, Western forwarding egencies, shiphrokers or ship-
ping lires, and thus exercise control over firms which are
outwardly still in national hands, Examples of this can be
found in Belgium, France, the Fedsral Republic of Germany,
Italy and the United Kingdom,
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Finally, since Easterm Bloc countries' foreign
trade ic controlled entirely by the State, mainly through
central purchasing or selling offices, the latter have
such a strong negotiating position that they can demand,
often with success, that contracts for the sale or pur-
chase. of goods give them a monopoly of the transport of
the £oods,

These demands of suppliers in Eastern Bloc coun-
tries are coupled with the attraction of a low price,
vinich purchasers find hard to resiste. If, however, these
dexands are not accepted, it very often happens that, vhen
the tine comes for the transport contract to be awarded,
Fastern Bloc shipping lines undcrcut the market to such a
great extent with their freight rates that it becomes inm-
possible for Western companies to acquire a share of the
sea traffic.

In the case of goods sold to Eastern Bloc coun-
tries, the latter tend to make the sale conditional upon
inclusion in the contract of a2 clause reserving the
corriage of the goods to themselves. The fact that trade
is a State moncpoly gives these countries a negotiating
advantage over individual companies keen on winning an
export order,

The gravest threat facing world shipping at the
noment as a result of the spectacular growth in the mer-
chent fleets of Eastern Bloc countries, and especially the
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Soviet Union, is caused by abnormally high undercutting
or "dumping" as it iz generally called.

The general practice seems to be that linexr
operators from the socislist countrices set vp joint ser-
vices for the purpose of gradually ousting Western chip~
ping lines by charging much lower freight rates.  Thevre
is no shortage of exanrles to illustrate this point. Thus,
since October 1975, Dastern shipping lines have been ope-
roting & joint service between the iforth Continental ports
emd Tost Africa, in particular loibesa, Dar Es Salaam and
Lourengo ierquds, The rates on thic joint service are
20-30% below those charged by Western shipping conmpaniese
In the trade between Japan and the Test Coast of the
United States and Canada, a Soviet cowmpany is offering
freight rates 40% below those applied by Western com-
panies, Such undercuiiting has already caused various
Western lines to vitiadreaw from these roules.

To give a further example, another Soviet com-
pany is guoting a rate 387 below that of other shipping
lines for the shimment of tobacco from Manila to Le Havre.

On the Norih Atlantic route, Eastern Bloc ship-
ping lines carry high-rated cargoes at beitween 18 and
38,5% telow the rates applied by Vestern lines,
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This systematic large-scale undercutting is
putting in jeopardy the continued existence of the regu-
lar services run by Western shipping lines and is malring
the operation of liner companies serving these routes 2%
all events a precorious business.

This problem of competition from Eastern Bloc
countries is therefore one of the main dangers with which
“estern shipping lines have to contend, and suitable
ncans of defence must be worked out. It is, in fact,
the independence of the foreign trade of countries with
free narket economies and the survival of Western European
fleets which are at stake, and it would be dangerous for
the future if the full implications of this problem were
neslected, Above all,it would be dangerous to consider
this nroblem as being one of a number of cyclical elenments
in the international crisis which is currently ravaging
sea transport, like the emergence on the world shipping
scene of Third World flags and the congiderable role
nleyed by flags of convenience, two problems which deserve
to be discussed elsevhere with special emphasis on their

social implications,.

- Objectives and Suggested Measures for the Attainment
Thereof

Tt would seem that the objectives may be de-

fined as follows @

a) COMECON countries should be celled on to refrain from
quoting freight rates that bear no relation to those
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normelly applied in Western countries and are incon~-
patible with a shipping line's normal costs;

b) ERC shipowners should be given an equal share of bi-
lateral traffic between EEC and COMECON ports in both
directions and at sufficiently rerumerative freight
rates, without excluding carriers from third countries;

c) Vestern European shipowners should be giver the chance
to acquire & shere of traffic between COMECON peris
and ports outside the Commmunity;

@) Eastern Bloc shipning lines should be allowed to join
existing agreements between 'estern shipowners provided
that they undertale to respect the clauses of these
agreenents;

e) Reciprocity with regard to the right of establishment
should be guaranteed.

The following recommendobions have been made by
some nepbers for atteining these objectives : Firstly, it
would be desirable - though this is something that carnot
be done by legislating - to instil a frame of mind in each
Lember State and in the Community as a whole that will en~
sure that the furtherance of immediate individual interests
does not hamper the pursuit of sn overall policy that will
safeguard the general interest.
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In addition, defensive measures must be worked
out without delay. It is generally agreed that such
measures presuppose the active intervention of the
Governments of the Member States concerned.

There is already legislation in each Member
State which permits defensive measures to be taken,
However, these legal provisions are disparate (see
pages 59-82) and should be aligned at EEC level., 1In
addition, there must be a readiness to implement such
provisionse. Hitherto, it must be acknowledged, there
has been no such readiness. It is clear, in fact, that
Member States take an overall view of their strict
national interest and are wary about adopting measures
in aid of sea transport which are likely to have reper-
cussions on other aspects of their relations with their
State-trading pariners. The extent to which caution
prevails here depends on the policy which Member States
want to follow towards these countriese.

it is consistent with the line of action re-
commended by the Economic and Social Committee to call
on the Community to take this matter in hand, However,
it must be remembered that, all other considerations
aside, this presupposes that all the Member States agree
to give the Commission powers in the field of sea trans-
port under Article 84(2) of the Treaty of Rome.
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However decsirable Commumnity action may seen to
be, it may be asked whether o move by one Governnent in
$he right direction -ust be delaycd until general agree—

pment has been reached or virether, on the other hand, it
misght not spur cther Govermments into action.

A State's clearly expressed intention of taking
the necessary action to protect its shipping lines also
ceeas to be a factor conducive to the success of any
Governnent negotiations. Thus, it is generally consi-
dored that the negotiations held between the United States
and the USSR ~ whose results are contested in some guar-
4$ers - mould not have been possible but for the tabling
of the INOUYIE BILL in the United 3tates.

If, however, owing to the special structure of

Eastern Bloc countrices, the methods used for negotiating
vith then have to differ from the methods normally used
by Testern countries among themselves, aond if the Member
tates have o be involved, does this mean that solutions
of a commercial neture can and must be worked out only
witnin the framework of Government agreements duly con-
cluded in advance? This is a question on which opinions
nay differ, Tt would seen that the answer must be based
on the chances which the methol chosen offers of finding
e ranid renedy to a2 situation which has become a matter
of grave concern,
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Other members have made the following recom-—
mendations for attaining the objectives set out under
a) - e) above :

"Present conditions in the field of sea trans-
port and the danger of the continuous expan-
sion of Eastern Bloc fleets call for immediate
defensive action.

It is generally agreed that the Governments of
the Member States have an active role to play
here. There is already legislation in most
Member States which permits defensive measures
to be taken. However, these legal provisions
are disparate. Since uncoordinated measures
applicable to only a specific area are not
likely to have any effect, it is necessary :

a) to align legal provisions at Community
level, and

b) to coordinate their application.

In keeping with the line of action recommended
by the Economic and Social Commitiee, the Com-
munity should be called upon to take this
matter in hand. Article 84(2) of the Treaty
of Rome gives the EEC Kember States the oppor-
tunity to take limited action of this kind in
the field of sea transport.
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As long as a Community-wide solution cannot
be found, the individual Member States will,
of course, have to take steps for the effec—
tive protection of their interests. When

they exercise their legislative powers, how-

ever, they will have to pay attention to their
EEC Treaty obligations".






- 62 -

The defensive powers created, which are defined
in detail, are generally a combination of one or more of
the following powers :

to regulate the carriage of goods in ships and
freight rates;

- to approve/restrict the making of chartering con-
tracts;

- to approve/reject shipping agreements;

- to regulate the import and export of cargoes and the
admission and departure of ships to and from the
Member State's ports;

- to impose charges on vessels of the discriminating
countrye

These powers are intended primarily to compensate the
detriment caused to the Member State's shipping interests,
with a view to recreating a situation of reciprocity with
the discriminating countrye.

Italy and the United Kingdom also make specific
provigion for consultation with representatives of shipping
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and trade interests before implementation of their res-

pective measures.

Extracts from national laws counteractingAfiag discrimi-

nation
BELGIUM
No anti-discriminatory legislation.

DERMARK

Act on measures against discrimination in
international shipping (Act No. 253 of 8 June 1967)

Section 1

If transport by Danish ships to or from a
foreign state is subject to less favourable treatment than
transport by ships registered in that state or in any
third state, the Minister of Commerce, for the purpose of
protecting Danish interests in international shipping,
may issue provisions which prohibit or restrict the making
of contracts for chartering of, or for transport by, ships
registered in the foreign state.
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Section 2

1) Provisions made under Section 1 may prescribe that in-~
fringement of the provisions shall be punishable by
fine or mitigated imprisonment.

2) Where such infringement has been committed by a joint
stock~company a cooperative society or the like, the
company or society as such may be liable to fines.

FRANCE

The customs code, dated 10 June 1965 :
Article 20

When a country aprplies discriminatory measures
of such a nature as to prejudice the operation of ships
flying the French flag, the Government shall be authorized
to take, by a decree of the Council of Ministers, any
measures appropriate in the circumstances against ships
flying the flag of that country and also against cargoes
transported by such ships or coming from that country.
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GERMANY

Extract from the foreign trade law dated

28 Anril 1961 :

Section 6 ~ Protection against harnful actions by foreign

countries

1) Legzal transactions and activities in foreign trade nay

be made subject to restrictions with a view %o preven-
tinz or counteracting harmful consequences for trade or

‘individual sectors of the econony, if such consequencos

arise or are threatened as the result of measures in
foreism countries, which 3

1. restrict, distort or hinder commercial conpetition,
or

2, lead to restrictions of trade with the Federal
Repubhlic of Germany.

Legal transactions and actions in foreizn trade nay be
nade subject to further restrictions with a view to
preventing or counteracting the cffects on the G of
conditions which exist in foreign countries which are
net compatible with the liberal situation in the
Tederal Republic of Germany.
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Section 18 - Ocean chioping

If internationzl trade by sea is affected by
necasures which restrict the varticipation on a competitive
basis of the German nerchant flect in the carriage of
£00Ggs, the conclusion of freight contracts for the move-
nent of goods on foreign flag ocean~zoing ships and the
chartering of such ships by persnns resident in the
Federal Republic of Germany may be made subject to res-
trictions in order to counteract considerable detrimental
effects to the ecomonic situation of the German merchant
flect,

Section 44 b) (¥) - Restriction in accordance with
Section 6, paragraph 1 of the Foreign
Trade Law

The conclusion of agreenents between national
cnd foreign shipping companies shall require approval
where such agreements contain provisions concerning the
distribution of cargoes and freights,

Section 46 - Restrictions in accordance with Section 18

of foreign trade law

1) The conclusion of freight coniracts for the carriage
of individual cargo lots (sundries) on foreign flag

(%) Amenément of foreign trade order (of 22 August 1961),
dated 31 August 1973,
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ocean-going ships between FRG nationals and non-
nationals, who are not resident in one of the countries
in lists F1 or F2 (Appendix I), shall require approval
if the payment for the service exceeds one thousand

German marks.

2) The chartering of foreign flag ocean-going ships shall
require approval if the charter party is concluded
between FRG nationals and non-nationals who are not
resident in one of the countries in list F2.

IRELAND
No anti-discriminatory legislatione.

ITALY

Law No. 388 of 4 March 1963 (as amended in 1976)
_ Defensive Measures Against Flag Discrimination :

Article 1

VWhere a foreign Government restricts free com-
petition in international trade by sea by measures (such
as traffic reservation, non-commercial competition, port
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or fiscal preferences, controls and customs measures
designed to influence the choice of flag, ete,), operating
to the detriment of the Italian merchant marine, the
Italian Government shall have the power to subject to
authorization the carriage of cargo carried on ships flying
the flag of tie discriminating country, and on ships which
do not fly the flag of the discriminating country but

which benefit from the aforementioned neasures.

Article 2

The action nentioned in Article 1 shall be taxen
vy the Ministry of Poreign Trade, after consultation with
tne Cormission set up under Article 3,

Article 3
A Commission shall be appointed by order of the
¥inistry of Poreign Affairs, together with the Ministries

of the lerchant Marine ané Foreign Trade, The Commission
shall consist of

~ A representative of the Ministry for Foreign Affairs,
wko shall act as Chairman;

- A representative of the Ministry of Finance;

- A representative of the Ministry of Industry and Trade;
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- A representative of the Minisiry of the Merchant

Marine;
- A representative of the Ministry of Foreign Trade;
~ A revresentative of the State Holdings Ministry;

~ Four representatives of the Italian shipping industry,
designated by the Minictry of the lerchant Karine at the
proposal of Italian shipping orzanizations;

~ Two cxperts representing ship users, designated by the
NMinistry of the Merchant Marine after consulting the
Hinistry of Iniustry and Tracde and the State Holdings
Ministry.

Bach of the above members shall have an alter-

nate.

The Cormission may consult outside specialists,

on an ad hoc basis,

A civil servant from the liinistry of the Mer-
chant Marine shall act as the Comnission's secretarye



- 70 -
Article 4

The Commission referred to in Article 3 shall
neet every four months and at any other time on the re-
quest of one or more of the ministrics represented with
the following ainms :

a) to examine, where approprizte, the extreme situation
under Article 1, i,e, whether any foreign state is
adopting discriminatory measures to the detriment of
the Italian merchant marine;

b) to suggest the application or recession of retaliatory
neasures provided for ir Article 1, and to formulate
proposals concerning their implementation;

c) to give advice under Article 2,

Article 5

The present law shall cone into force on the day

following its publication in the "Gazzetta Ufficiale"™,

The present law, bearing the state seal, shall
be included in the official list of laws and decree~laws
of the Italian Republic, A1l those concerned shall
observe the present law, and see that it is observed.
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NETHFRLANDS

Act of 7 Ifay 1977 Regulating Retaliatory Acvion
in the Field of Meritime Shinping (11critine Shipping

netaliation Act).
Article 1

Te Por the application of this Act @
tOur Minister® : shall mean Our Minister for Transport
anc Yater Control;

nppibunal® : shall nean the Industrial Appeal Tribunal

-
L
sllege van Beroed voor het tedrijf-

o~

sleven):

"Ocean-going ship” or "Dutch ocean-zoing ship”, as the
case may be, shall be as defined in Articles 310 and 311

~f the Commercial Ccde.

Article 2

Te If the prctection of Dutch nmerchant shipping®s
econonic interests or an international agreement or 2
decision of an international orzanization relzating to sez
tronsport is deemed by us to demaznd such action, ve nay,
by means of an adainistrative order, hereinafter call a

retaliatory order :

a) prohibit, unless a permit has been issued by Our

Minister
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~ the master of an ocean-going ship flying a flag speci-
fied in the order from carrying soods on his ship in
Dutch waters;

- the ovmer of a firm from taking deliberate steps to
have goods carried on an ocean-going ship flying a flag
specified in the ordcer;

- & Dutch ocean~going ship from being made available to =
natural or legal person doniciled in a country specified
in the order, for the execution of a lease or a time
charter;

b) fix a levy to be imposed by or on behalf of Our Minister
in accordance with a scale to be laid down in the order,
on ocean~going ships sailing in Dutch waters under a
flag specified in the order,

2, It may be laid down in a retaliatory order that
the order is also to apply to ocean-going ships which are
salling under a flag not specified in the order but which
in virtue of a lease or a time charter are at the disposal
of a natural or legal person domiciled in the country of
the flag specified in the order, if that country grants
such ships the same privileges as ships flying its own flag.
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3. A prohibition or levy, within the neaning of
paracraph 1, subparagraphs a) 1 =nd b), shall not apply

to o chip sailing in Dutch waters solely :
a) in transit, or

b) because there is a threat to the safety of the shin
or “he persons on board, or

¢) because there is a threat to the life or health of the

persons on board, or

) for the purpose 5T undergoing maintenance Or repair
vorl: or taking on bunlers or provisions.
be The proposal. for the zdovntion, amendment or re-=

Taqr

peal of a retaliatory order shall be submitted to us T
Our Minister in agrecnent with Our llinisters for Foreicn
Affeirs, for Econonmic Affairs, for Agriculture and

Fisheries and for Development Cooperation,.

5 Before proposing the adoption, amendment OT
repeal of a retaliatory order, Our Hinisters sh21l consvlit
+he Social snd Zecononic GCouncil or a committee within the

meaning of Article <3 of the Organization of Industry Acd

(3taatsblad 1950, K 22).
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6 Upon receipt of the opinion requested under
paragraph 5, Our HMinister shall give notice of receipt of
the opinicn and the date thereof in the Staatscourant,

Article 3

1o A retaliatory order, as well as an order amen-
ding or repealing a retaliatory order, shall not enter
into force until two months after the date of publication
of the Staatsblad in which the order appears,

2. Provided it is no% repeiled earlier, a retalia-
tory order shall cease to apply three years after entering
into force, unless it is laid down otherwise by law,

Article 4

1e Our Minister may grant a waiver in respect of a
prohibition or levy imposed by a retaliatory order, or,
in response to an application, may grant exemption there-
fron,

2e Decisions granting a weiver or amending or with-
drawing a waiver shall be taken by Our Minister in agree-
nent with Our Ministers for Foreign Affairs and for Agri-
culture and Fisheries,
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3 Decisions grenting 2 waiver or amending or with-
drovdnz a waiver shcll be published in the Staatscourant,.

Article 5

Permits, woivers and oxenptions may be sranted
subject to restrictions,. Pernits, walvers and exenptions
may be nade conditional upon the observance of certain

TUleS,

Article 6

Te It may be laid dovm in or by virtue of = retalia-
$omy order what informaiion is to De supplied by appli-
cents for a pernmit or an exemption,. The informztion re-
guired ey include documentary evidence,

e If an application for z permit or an cexemption
ig refused, the spilicant shall te informed in writing of

+he refusal end the reasons therefor,

1 Our Minister nay withdraw a pernit or an exemp-
sicn if the inforuation supplied to obtain the szze is

found 4o be so insccecursis or inconplete that a diiferent
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decision would have been taken on the application, had the
precise facts been lmowm at the time of its consideration,

2 The person or persons affected by a decision
talzen under parasranh 1 shall be informed in writing of
the decision and the reasons thercfor.

Article 8

1e Our Minister may withdraw en bloc the permits
or crempbions granted to a group degsignated by him, if he
deeits this necessary on important grouncse.

2, A decision taken under paragraph 1 shall be pub~
lished in the Staatscourant.

3. $icle 4(2) shall apply, muwtatis mutandis, to
a decision taken under paragraph 1.

Article 9

Te The nmaster of the ocean-goins ship shall be no-
tified in wariting by or on behalf of Our Minister of a
levy imposed under Article 2(2) b)., This notification
shall include a statement of how the amount of the levy
has been calculated,
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2e The provigions of Chapter IX 2nd X of the

General Customs and Eicise Duties Act (Staatsblad 1961,

31), shall a»ply, nutetis autandis, to this levye This

levy siall be congicered to be a tax for the purpose of
0

these nrovisions,

3 The master of the ocean~going ship may not

ileave Dutch waters before the levy has been paid or
security has been provided for its paynent.

Articlc 10

1e Whenever Our llinister is contenplating propesing
the afoption, amendaent or repeal of a retaliatory order
ond deens that there are importent srounds for immediate
sction, he may in agreenment with Our lMinisters for

Foreimn Affairs, for Economic Affairs, for Agriculture and
Tisheries and for Developnent Cooperation, lay down by
Gecinion (hereinafter referred to as retaliatory decision)
provisions that accord with the action under consideration

=nd susdend the provisions contained in the existing orders

Ze 4 retaliatory decision shall not be taken or
amendel until an opinion has been requested in accordance

wish firticle 2(5).

3. Article 2(3) and Articles 4 to 9 inclusive shall

apply mutatis mutandise
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1e Provided it is not repealed earlier, a retelia-
tory decision chall remain in force until a retaliatory
order dealing with the same natter enters into force, but
for no longer than eight months after the day on which
the opinion requested under Article 2(5) is received,

24 Retaliatory decisions, as well as decisions

amending or repealing the same, shall be published in
the Staatscourant.

Article 12

Te Any person directly affected by a decision of
Our Minister :

a) granting or refusing a permit or an exemption, or

b) withdrawing a permit or an exenption under Article 7{1),
or

¢) imposing a levy,

shall be entitled to lodge an apneal against this deci-
sion vith the Tribunal,

2e Bxcept where this Act provides otherwise,
Articles 3 and 5 of Title IV of the Administrative Juris-
diction (Organization of Industry) Act (Staatsblad 1954,
416) shall apply mutatis mutandis,
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Article 13

Insofar as the nominations referred to in
Article 13 of the Administrative Jurisdiction (Organization
of Industry) Act cannot serve as a basis for the appoint-
ment of gpecial members of the Tribunal for the application
of Article 12, persons not included in the said nominations
may be appointed as such members by us for a four-year
period on the proposal of our Minister of Justice and
our Minister. Article 14(3) of the said Act shall apply,
mtatis mutandis, in respect of these members.

Article 14

Te Article 41 of the Adwinistrative Jurisdiction
(Organization of Industry) Act shall not apply.

2. Our Minister may, in the public interest, specify
when submitiing dccuments to the Tribunal that the other
party is not to have knowledge of these documents, The
Tr:bunal. shall not take note of these documents unless the
other party declares that it has no objection.

3. The Tribunal may request our Minister to supply
specified information in writing and submit specified
documents by a set date.
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Te Articles 58-60 of the Administrative Jurisdietion
{Organization of Industry) Act shall not apply.

2. The Tribunal may declare a decision null and void.
Such a declaration shall take effect from the moment it is
made.

3. If an appeal against a decision as provided for
in Article 12(1) a) or against failure to take a decision
is allowed, the Tribunal may fix a date by which our
Minister is to decide (afresh, or for the first time) on
the application.

Article 16
If for the proper execution of this Act it is

necessary to regulate in more detail the matters dealt with
therein, this may be done by administrative order.

Article 17
It is forbidden to supply inaccurate or incomplete

infermation in connection with an application for a permit
or an exemption,
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The Economic Offences Act shall be amended as
follows @

— to Article 1{4) shall be added "The Maritime Shinping
Retaliation Act, Articles 2(1), 5, 9(3), 10(1) and 17".

Article 19

This Act may be referred to as "The Maritime
Shipping Retaliation Act™.

UNITED XKINGDOM

Part IIT of the UK Merchant Shipping Act 1974 -~
Protection of Shipping and Trading Interests.

Section 14

1. The Secretary of State may exercise the powers
conferred by this Section if he is satisfied that a foreign
government, Or any agency or authority of a foreign govern-
ment, have adopted, or propose 1o adopt, measures or prac-—
tices concerning or affecting the carriage of goods by sea
which ¢
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a) are damaging or threaten to damage the shipping or
trading interests of the United Kingdom, or

b) are damaging or threaten to damage the shipping or
srading interests of another country, and the Secretary
of State is satisfied that action under this Section
would be in fulfilment of the international obligations
of Her Majesty's Government ‘o that other country.

2e The Secretary of State may by order make pro=-
vision for requiring persons in the United Kingdom
carrying on any trade or business to provide the Secretary
of State with all such informetion as he may require for
the purpose of enebling hin :

a) to determine what further action to take under this
BSection, and

b) to ensure compliance with any orders or directions
made or given under this Section.

3 The Secretary of State may by order provide for

a) regulating the carriage of goods in ships and the
rates which may or must be charged for carrying them;

b) rezulating the adnission and departure of ships to and
from United Kingdom ports, the cargoes they may carry,
and the loading or unloading of carpgoes;

¢) regulating the maling and implementation of agreements
(including charter—-parties) vhose subject matter re-
lates directly or indirectly to the carriage of goods
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by sea, and requiring such agreements to be subject to
the Secretary of State's approval in such cases as he
may specify;

d) imposing charges in respect of ships which enter
United Kingdom ports to load or unload cargoe.

4. In a case falling within subsection (1)(a)
above, an order under subsection (3) above shall specify
the measures or practices which, in the opinion of the
Secretary of State, are damaging or threaten to damage
shipping or trading interests of the United Kingdom.‘

Te Before the Secretary of State makes an order
under this Section, he shall consult such representatives
of the shipping or trading interests of the United King-
dort, and such other persons, as appear to him appropriate.

11. In this Section "foreign Government" means the
Government of any country outside the United Kingdom,
and references to ships are to ships of any registration.

124 Schedule 4 to this Act shall have effect for
supnlementing this Section, which in that Schedule is
calied "the principal Section”.
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Section 15

Te No order shall be made in exercise of the
powers conferred by subsection (3) of the last preceding

Section unless :

a) a draft has been approved by resolution of each House

of Parliament, or

b) it is declared in the order that it appears to the
Secretary of State that by reason of urgency it is
necessary to make the order without a draft having
been so approved.
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APPERDIX 2
ROAD TRANSPORT

~ Introduction

Road haulage to and from the Eastern Bloc
countries shows a similar pattern to that observed in
other modes of transporte.

But international road haulage differs from sea
transport in being closely regulated and from rail irans-
port in that one and the same firm carries the goods
throughout the journeye.

The Eastern Bloc countries are thus able to
keep traffic under very close surveillancee. Because
their foreign trade agencies try to obtain control over
the carriage of goods at the t¢ime of the negotiations of
the contract or by applying specific pressures, the bi-
lateral agreements between them and Western European
countries designed to ensure that each gets its fair
share of traffic are relatively or completely ineffec-—
tive.

A description is given below of the main
features of road haulage between the EEC countries and
Eastern Europe, looking in turn at the statistical and
commercial aspects and the regulatory framework.
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- Statistics (*)

The Growing Importance of Road Haulage

Although still a relatively small part of the
total, the volume of EEC-Eastern Burope traffic carried
by road has in recenl years been increasing at a faster
than average rate,

In the case of France, the proportion is sel-
dom more than 20% (GDR), and with several trading part-
ners (Yugoslavia, Czechoslovakia, Hungary and Bulgaria)
it lies between 10 and 20%. In traffic to and from the
USSR it is under 1%. With Poland and Rumania, road
haulage's share of traffic is under 3%, owing to the
importance of sea transport in trade with these countries,

The proportion of traffic carried by road in
West Germany's total trade with Eastern Europe is 7% (a
more detailed picture of the situation with regard to
West Germany is afforded by Table 8).

It is noteworthy, however, that the statistics
of the German suthorities show a 100% increase in lorry

(*) The road haulage statistics available differ from
country to country. The Rapporteur did noti have
access to complete statistics for the whole EEC.
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movements in trade with Eastern Burope (including
Yugoslavia) between 1970 (62,100 entries and exits) and
1975 (125,000) (see Table 8).

Statistics published by the French Customs
also show an increase in the tonnage transported by road
to and from Eastern Burope over the same period, both in
absolute terms and as a proportion of the total traffic
volume (see Table 9).

This situation reflects an increase in general
goods traffic and in "turnkey" construction work, for
both of which road transport is the ideal medium. It
also indicates the importance Eastern Bloc countries
attach to developing their road haulage industriese.

The development of trade with Eastern countries
obviously depends on decisions taken in the five-year
plans, which show these countries’ efforts to correct
the current imbalance in their foreign trade. In this
context, there may be a greater flow %o the West of
finished goods manufactured with the help of Western
capital in Eastern countries. A more balanced pattern
of trade, particularly as regards finished goods, should
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also lead to a better balance in the transport of goods
best suited to carriage by road,

Digtribution of Traffic between National Operators

These purely quantitative data must, however,
be filled out by a study of the shares of the various
countries' operators in this traffic,

The share of Prench hauliers in trade with
Yugoslavia, USSR and Rumania is around 30%. They have
morz than 30% of traffic with the GIR, Poland and Hungary,
and less than 30% of that with Czechoslovakia and Bul-
garia, Only 13% of imports from the last two countries
are moved by French carriers. In the cdse of the USSR,
the only return loads are goods for exhibitions and trade
fairs,

In the case of traffic in which Western Germany
is involved, EEC hauliers® share of transport to and from
Rumania and Hungary is about 15%. In traffic with
Czechoslovakia and Poland the proportion is higher
(around 40%), while with Bulgaria and USSR it is under

10%,
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In the case of Denmark, the proportion is al-
most nil in.traffic with~-the GIR and Rumania, 5% in that
with USSR, 15% in that with Csechoslovakia and between
30 aud 50% in traffic with Hungary and Poland, The
pattern is the same in traffic involving the Bemelux
countries, except that USSR traffic is even more lop-
sided. Over a two-year pefiod, Belgian lorries made
only three trips to Russia.

Third-Country Traffic

The East Europeans are taking an increasing
share of third-country traffic between the EEC and the
Middle East,

Bulgaria ic particularly involved here. Thanks
to its geographical location, it can carry goods in tran-
sit through its own territory. This also allows it to
obtain preferential tax {reatment for iransit traffic
through Yugoslavia and Turkey. For these various reasons,
Bulgaria is building up its lorry fleets and nmaking
efforts to penetrate not only third-country traffic to
the Middle East but also all intra-European and even
African traffic. In 1973, West German third-country
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traffic represented 15.3% of 21l Bulgarien~carried traffic
origineting in West Germany; this had shot up to 57.1% by
1974 and to 86,9% by 1975. '

- Commercial and Social Conditions

In rosd transport, as in the other modes, the
Bast European State-run undertskings make their foreign
suppliers and customers gell fob or "ex~works" and buy cif
or delivered to destination, In this way they bring
carriasge of the goods under their control, and inpose
their own forwarding agents, or agents acting for them in
the EEC, and their own haulage contractors on Western ex-
porters and importers.

Difficulties for Users

The progressive abandonment of the road trans~
port of goods to the East European buyers has led, accor-
ding to the French Foreign Trade Centre, to the carriage
being taken completely out of the consignor's control.
Before being paid, the exporter generally has to produce
a certificate from the mandatory agent to the effect that
the latter has taken charge of the consignment. This
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generally results in a monopoly situation which is reflec-
tcd in higher transport costs, Tor example, when the
selling price is stipulated "free frontier", the charge
made by the mandatory agent for carrlage from factory to
srontier is often exorbitant, and in spe01f1c instances
has been found to cover carriage to the destination.

With EEC firms excluded from the handling of
consismments, users also face excessive commission, pac—
king and storage charges, etec, Investigations carried
out particularly by German chanbers of cormerce and the
Prench Foreign Trade Centre have shown the drawbacks
cuffered by exporters and importers, whatever the form of
transport used. In the case of road transport the diffi-
culties are made more serious by the fzct that the goods
exported from the EIC are generally better suited to road
transport than the zoods inported. Thus, the loss of
control over the carriage of his goods handicaps the ex-
norter in carrying out his export contracte.

Difficulties for Hauliers

The forwarding agents put loads first and fore-
nost on Eastern Bloc lorries, except when the quota hes
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been used up. In that case they give the loads to EEC
operators either as far asg the frontier, where they are
reloaded on to other lorries, or right to the destination.
But the EEC operators are only acting here as sub-
contractors, and have no hoﬁe of finding a return load at
their destination,

It has proved impossible (except in one known
case between French and Hungarian operators) to establish
cooperation for the purposes of obtaining return loads in
the foreign country, as is common practice between opera-—
tors in the Community.

In COMECON countries the foreign trade agencies
have sole authority for road transport. They ignore bids
by EEC operators, and other bodies, such as ministries of
transport and road haulage asébciations, refuse to inter-
vene,

The cases of EEC lorries obtaining loads in
Eagtern Burope concern purchases "ex-works" by Community
importers who bear the cost of carriage. EEC lorry ope-
rators cannot be paid in convertible currency by Eastern
Bloc consignors.,
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Social Aspects

The social agpect of the situation as regards
competition in East-West transport arises principelly in
relation to employment,

As a result of the increased activity of the
East Furopeans in this market, several thousand East Euro-
pean lorries now travel to and from EEC countries,

Purther market penetration by East European
State-run undertakings therefore has disquieting implica-
tions for employment in the Community.

The social protection obtained by trade organiza-
tions under collective agreements nust be backed up by
vigilance on the part of the governments to prevent a Te-
currence of abnormal incidents (e.g. problems relating io
accident insurance, medical care and attention, social in-
surance matters, imprisonment of drivers without trial,
etCa)a
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- Pactors Affecting Settlements

Bilateral Agreements

Bilateral licensing procedures have already
been laid down in administrative agreements at Government
level,

International road transport between EEC Member
States and Eastern Bloc countries is - in all but a few
cases ~ governed by bilateral agreements (see Appendix III).
These agreements follow the same pattern as other agree-
ments concluded between European States. They stipulate
in each case that the Governments of the two signatory
States are to grant an equal pumber of licences to car-
riers from each State, giving access to the other signa-
tory State's territory. As a general rule, these licen-
ces cover bilateral transport operations and transit
journeys undertaken by freight and passenger transport
vehicles,

The carriage of goods is authorized on both
the outward and return legs of bilateral services.

The bilateral agreements concluded between some
West European States allow a vehicle on its homeward jour-
ney to carry between a State through which it passes in
transit and the State in which it is registered.



- 99 -~

Thus, a French vendcle returning home from
Eastern Europe can carry between the Federal Republic of
Germany and France, On the other hand, the same vehicle
is forbidden to carry on its outward journey between the
Federcl Republic of Germany and an Zastern Bloe country.
Similerly, the vehicle is forbidden to operatc between an

Fastern Bloc country and the Federal Republic,

Phird-Country Traffic

Third-country transport operations, i.e. between
two States other than that in which the vehicle is regis-
tered, are, in principle, banned, For example, a vehicle
from a West Burcpean State camnot carry between the East
European State which is the vehicle's destination on its
outward journey, and a Central Buropean Statc.

However, such journeys are permitted by way of
excention when the vehicle passes in transit through the
country in which it is registercd.

Thus, Polish, Hungarian, Czechoslovalkiean,
Rumanian or Yugoslavian carriers can cerry between IEC
Member States and the USSR when the bilateral agreements
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21low them to, French or German transport operstors cen
pick up goods in Spain for carriage to RPastern Durope,

And Benelux operators can undertake similar hauls from
Biritain, Similarly, goods can be carried between the IEC
and +the Middle East by undertakings from the Eastern Euro-
peen States which lie on the route,

Disguised Penetration

Because of the commercial policy of treir govern-
nents described above, East Buropean carriers are often
able to take up quotas more fully than their EEC counter-
DPETLS. Once these quotas have been exhausted, the Eest
Turopean authorities may sometimes put their loads on
Testern lorries,

However, it has been found that by using seni~
trailers drawn by tractor units from a country on the
route it is possitle to ge’ round the quota,. Tor in-
stance, Russian senitrailers coupled to Belgian tractor
units heve managed to get into Holland after +the quota
had been reached. mhe same type of operation is planncd
with German tractor units hauling Bulgarian semitrailers.
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Some governments are clamping down on articule~
ted vehicles made up of units of different nationalities,
and are requiring a permit for the trailer unit if it is
from a different country than the tractor unit.

In addition, transport operators from some coun-
tries belonging to the European Conference of Ministers of
Transport are able to operate freely between these coun-~
tries under the terms of multilateral authorizations,
These operators occasionally provide tractor units for
Eastern Bloc countries, whose vehicles thus find easier
access to the countries of the ECHMT and the EEC,

-~ The Cormercial Pregence of Eastern Bloc Countrieg in
the EC

Whatever the nationality of the carrier, carriage
is on the whole in the hands of the official agents of the
socialist countries (USSR, Poland, GIR, Czechoslovakia,
Hungary, Bulgaria), acting directly or indirectly (%) in
the Test, The big Basternm Bloc agencies have set up

[¥) To take a specilic instance, the organization of the
road transport for a construction contract in the USSR
was placed in the hands of a shipping agent controlled
by SOYUVNESTRANS after direct pressure had been put

on the builder,
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branches in West Germany, Belgium and the Netherlends.

In countries where their establishment is restricted by .

the government (e.g, in France only Poland has an official
agency), the East European official agencies have Western

agents acting for them,

The activities of these Yestern agents are
still preferable to those of the direct representatives of
the State agencies, though it does not alter the situation
muche The key factor in this worrying trend for the
Community transport industry is the abandonment of control
over the carriage of their goods by EEC exporters and '
inmporterse

This commercial network in the West means that
the agents of the State-run orgonizations in Eastern Bloc
countries know immediately when contracts are concluded.
The agents then approach the Community firm involved in
the transaction and if necessary quote an uneconomic rate
when there is eny danger of competition.

Practices amounting to cut~throat competition
are also used to penetrate third-country traffic, to which
- the transport undertakings of some Eastern Bloc states are
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increasingly turning their attention., EEC agents now

nave no hesitation in doing business with Eastern Bloe
transport undertakings in this traffic in which tax dis-
crimination destroys any semblance of healthy competition,

4 report on this problem drawn up in the Netherlands reveals
the concern of the profession at this trend.

~ Measures %taken by the Community and the Member States

The Section has ascertained that, in the field
of cross-frontier goods traffic, the principle of recip—
rocity determines the basic objectives and tasis first
end foremost,. The EEC $ramsport industry demands a
greater share than at present of East~West transport. 1In
meking this demand, it subscribes to the principles of
free choice of carrier, non-discrimination and apportion-
ment of work on the basis of uniform conditions of com-
petition. Experience in the field of transﬁort integra-:
tion in Europe also shows that the principle of recip-
rogity has also helped to reduce tensions and prevent
conflicts,.

These principles should also be borne in mird
in the development of road transport with Eastern Europe,
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Measures dealing with access to the market and
to loads will have to be adopted in the main if Western
road hauliers are to be given an equal share of cross-
frontier traffic to and from Eastern Bloc countries, Both
the Community and the individual Member States could re-
sort to compulsory licensing for foreign vehicles engaged
in inter-state and transit traffic,

The Section has noted that the provisions of the
bilateral agreements with the Eastern Bloc countries,
which were concluded on the same basis as the bilateral
agreements between Member States of the European Economic
Community or the Buropean Conference of Ministers of
Iransport, are applied under very special economic and
commercial conditions, This leads to lopsidedness in
the two parties' shares of traffic and to an increasing
monopoly of the Eastern Bloc countries State trade agen-—
cies because of the control they have over the carriage of
goods,

Therefore, the Section calls upon the political
authorities to take steps to correct the present unfavour-
able and dangerous situation regarding competition in this
sector,
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Measures at Community Level

The Community has a twofold mission. Firstly,
it rmust encourage coherent action for the promoticn of
EEC transport, and, secondly, it must coordinate the spe-
cific measures taken by Member States.

The establishment of a balance in road haulage
must, therefore, be one of the aims of the Community's
policy on trade relations with Eastern Europe. The idea
of reciprocity, which was also mentioned in the Final
Act of the Helsinki agreements, now remains to be put into
practice,

There must be a balance in transport services

to prevent moncpolies from emerging end impairing the com-
petitiveness of the EEC's economy in the long run. Accor-
dingly, loads must be shared out equitably beiween each
international trading partner's carriers. The Community
authorities must ensure that on both the import and ex-
" port merkets, EEC carriers can operate under commercial,
technical social and legal conditions comparable to those
on other international transport markets.



- 106 -

Alienment of National Policies

The Commission is able %o intervene and align
specific aspects of Hember States' transport pblicies by
encouraging the Member States to take coordinated action
on aroblems posed by traffic to end from Eastern Bloc
countries,

This coordinated action could embrace the

alisnment of rules on pilateral traffic through the intro-
duction of transport licences in all Member States.

Tfraensit Traffic

Joint action should be planned to deal with
trengit traffic, which poses special problems for the EEC
countries traveiled tliroughe These countries could be
given a share of certain traffic flows, especially in the
case of stock-reduction measures under the CAP which
usually involve EEC financial assistance. This joint
action could also cover transport operations to Member
States waich could be carried out by vehicles returning
fron Bastern Europe and not passing in transit through
their country of registration.
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Restrictions on Traffic

This joint action might also enable a common
position to be reached on restrictions on traffic. These
restrictions are particularly severe in the Soviet Union,
where many roads are out of bounds for foreign vehicles.
As a result vehicles have to travel further to reach their
destinations, and Soviet territory cannot be crossed by
EEC vehicles en route to the Middle East.

In addition, visa formalities (especially in
the USSR) and transit taxes (as in Poland) are barriers
which slow journeys down and make them more expensive,

The Community must teke stock of these various
difficulties and raise them in the negotiations it con-

ducts as an entity with Eastern Bloc countries.

Measures at Member State level

General Introduction of Transport Licensing Schemes

Should political difficulties arise on account
of the nature of relations between the EEC and Eastern
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Bloc countries or the organization of the latter within
COMECON, the Member States will continue to bear full res-
ponsibility for the organization of transport with Eastern
Bloc countries.

A particular medium for such action would be
pilateral road trancrort agreements with these countries.
These agreements nust give the public authorities the power
to ensure a greater share of transport for EEC operators
on the basis of reciprocity through the threat of retalia~
tory action,.

Restriction on the Use of Licences

Purthermore, the scope of these licences should
be restricted and permission to put loads on East European
vehicles in EEC countries should be made conditional on
reciprocal treatment being accorded in Fastern Bloo coun-
tries to EEC hauliers.

Clamp~Down on Circumvention of Quotas

It has been scen how quotas can be circumvented
by using semitrailers hauled by EEC tractor units.
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The Prench Government has now introduced for
Tagtern Bloc countries a2 system of permits based on the
country of registration of the semitrailer. This method
should be adopted by all Member States for this type of
treffic if effective control is to be exercised over the
ectivities of Eastern Bloc operators.

Eastern Buropean operators are of course also
nalring efforts to penetrate transport between the EEC
and third countries. Here, too, the exemptions for
triangular traffic should be restricted, or indeed sus-
pended altogether, if reciprocity is not effectively
granted for traffic originating in East Europeah countries.

Reciprocity must include payment of EEC hauliers
in convertible currencies by the consignors in Eastern
Furope and abolition of the de facto monopoly of East
Buropean State forwarding agents and the agents acting for
thenn in the West,
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TABLE 8
STAPISTICS FOR ROAD HAULACE BITWEEN TE PEDGRAL REFUBLIC OF GERMANY AND
EASTERS BLOC COUNTRIFS
Carriage of goode by road ‘betwesn EEC oountries
and Fastern Bloé cowntries, 1975 totals in t 1
EIC ommtry Bulgaria GDR |Yugoslavia | Poland | Rumania USSR Czechoe= | Hungary Total
lovakia
Belgim 6,270 . 43,672 24,072 | 5,836 4,136 87,167 21,175 | 198,328
Deomark 395 . 1,863 2,832 259 29 1,725 1,716 8,819
France 6,150 . 14,33 53,7381 15,393 | 11,121 31,972| 13,770 | 146,478
Oreat Britain 2,295 B 244172 | 18,096 | 10,572 352 53,741 18,187 127,415
Italy 28 . - 20,204 85 189 3,735 190 | 24,431
Laxembourg 20 . 305 n 21 21 14| 297 899
Fetherlands 54557 . 77,038 25,522 | 11,168 | 3,833} 172,822 54,161 | 360,101
Pederal Republic
of Germany 66,510 | 211,511] 383,521 185,300 | 48,176 | 99,719 | 761,785 163,234 (1,919,816
.
Total BT,2k5 | 211,511 544,905 329,895 [ 91,510 | 129,460 | 1,113,051 278,730 | 2,786,287

highess

o) ¥o data availablee
Sourge : German Federel Statistical Office, Wissbaden.

1) Mased on trensit iraffio pansaing through the Pederal Republic of

actual tomages onrried to and froa T¢aly,

Germany and hence inocmplete.
Denmark and (reat Britain in partioular

The

are probably much

Carriage of Goods by road between West Cermany and State-trading oountries
in 1975, showing West Cermany'e share

total traffic in % | Oerman sharc of total | Uerman share of total
Country in t %

Taport| Brpart| Totel | Import |Export | Totsl | Import Export | Total
| Bulgeria 52,392| 14,118 66,5101 2,232 | 2,529 | 4,76 43 | M9 | T2
| Ramania 28,3211 19,855 48,176 | 3,648 | 4,243 7,891 | 12,9 | 21.4 [16.4
 Hungary 97,142 66,0921163,234 | 14,407 | 7,267 21,694 | 14.8 | 11,0 J13.3
Yugoslavia h82,075 201,446 | 383,521 | 38,326 61,326 | 100,054 21,3 | 30,4 | 261
Czechoslovakis  |607,629 [154,156 {761,785 {281,570 { 16,245 197,615 463 | 1065 | 3901
Poland 18,102 67,198185,300{ 45,638 27,964 | 734602 | 38.6 | 4146 | 397
USSR 51,561| 48,218| 99,719 | 1,177 | 2,396 | 3,573 2.3 500 | 36

Sourcs 1 Gernan Fedaral -Road Venicle oftios .

Vehicles fram third countries! peroentage ahaves of traffic between Wost Germany
and South Bast BEuropean countries in 1975

8 1]
Counsry - | German | Lorries from Lorries from German lm'ri;t from | Lorries from
. . lorries partner third larries.| pertner third
ooumtries oountries | oountries countries
‘Bulgaris 43 90,7 540 1.9 49,8 32,3
Rumania 12,9 T2.9 142 ?1.4 . T0.0 8.6
Thangery 1448 63.8 2144 11,0 ¢ 7843 10,7
Yugoslavia 2143 6009 17.8 30.4 550 1446

Soyrge t Gerwan Pederal Hoed Vehicle Qffice
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APPENDIX 3
INLAND WATERWAY SHIPPING

- Problems of Competition in Inland Waterway Shipping

Since the beginning of the 1960's, the inland
shipping industry in Western Burope has had to face in-
creasing competition from the Eastern Bloc, But the de-
gree of competition at present varies depending on the
waterway and sometimes on the Eastern Bloc country in-
volved.

. Since the end of the war, Czechoslovakian vegssels have
been able to transport goods on the Elbe between Hamburg
and their own country. Such traffic is permitted quite
independently of the question whether the Elbe Shipping
Act of 1921 is still valid, Czech vessels are also
allowed to use the Mittellandkanal as far as Brunswick
and the Elbe-Lttbeck Canal to Lttbeck.

However, vessels from the Federal Republic of Germany
are not allowed to go into Czechoslovakiae An attempt
is being made to have traffic with Czechoslovakia regu-
lated by means of a bilateral treaty.

. Inland waterway traffic between West Germany and Poland
was regulated by an inter-ministerial agreement between
the two countries on 5 February 1971,
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Under the agreement, transit traffic and inter-State
traffic is free. But the contracting parties are also
supposed to split cargoes fifty-fifty in inter-State traf-
fic and transport goods at rates that are comnmensurate
with costs. Neither of these two requirements has yet
been met, and at present German vessels carry only the
smaller portion of cargoes at rates that do not cover
costs,

Cabotage is subject to licence in both countries under
the agreement, but so far Polish vessels have received
only a limited number of licences to transport cargoes
within Germany, since there are usually enough German
vesselsg available to do the job., German vessels are not
involved in Polish domestic transport as yet.

Polish vessels are basically not allowed to transport
goods between other West BEuropean countries and West
Germany but the competent authorities may grent temporary
licences in exceptional cases.

However, such auwthorization is not necessary for vessels
carrying goods from other West Buropean countries to.
West Germany on the way home to Poland from a transit
journey.



- 117 -

o Inland waterway traffic between East and West Germany was
regutated by the Transport Treaty of 26 May 1972, Under
thie agreement, inter-State waterway traffic is free and
there are no provisions on sharing cargoes or on rates,
Cabotage is subjeet to licence, but third-country traffic
is not regulated and thus not allowed.

Polish and East German vessels are allowed under the Act
of Mannheim-of 1868 %o take part freely in iniernational
traffic on the Rhine, though they are excluded from third..
country traffic between West European countrics and West
Germany by the bilateral agreement.

The present situation on the Rhine and Danube is dealt
with in point 2,

The Vest Buropean inland shipping industry is there-
fore already facing growing competition from East Buropean
vessels., Although such competition is still on a limited
scale when Seen in an overall context, it can be expected
to increase more and more in some sectors of the market, with
all the consequences this will entail for the level of
freight rates in the inlend shipping industry as a whole.
When, =3 expected, the Phine~Main-Danube Canzl comes into
service in the 1980's, the problem will grow rmch more acute
with Vestern Furope becoming increasingly dependent on East
Buropean vessels for some of its traffic.
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It can be assumed that this canal is not intended
40 bz used solely for domestic German traffic but will _
also provide an international link between the North Sea
and the Black Sea, The difficulties that the Rhine ship-
ping industry has had to face for some time now will ine
crease considerably if the East Buropean inland shipping
industry is allowed to extend its area of operation
without restriction to the Rhine and its tributaries, The
schemes for scrapping or laying up vessels, which were
supported by the Bconomic and Social Committee and were
designed to counteract the present structural over-capacity
and the temporary and regularly recurring cyclical over-
capacity, would thus become completely ineffective, and
many jobs in the West European inland shipping industry
would be threatened. Tane necessary precautions must there-
fore be taken in good time.

- The regimes applicable to _the Rhine, the Danube and the
Rhine-Main-Danttbe Canal

The Regime applicable to the Rhine

Article 1 of the Act of Mannheim of 1868 lays
down that there shall be freedom of navigation on the Ehine
and its outlets between Basle and the open sea, whether
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upstream or downstream, for the vessels of all nations

for the carriage of goods and passengers, subject to the
provisions of the Treaty and any measures taken in the
interests of general safety. Apart from these provisions,
there is to be no obstacle of any kind whatsoever to free-

_dom of navigation.

As a result, international traffic on the Rhine
is not subject to any limitation nor covered by any rules
regarding rates., The freedom of navigation means that
vessels are not only allowed to sail on the river but
are also allowed to transport persons and goods freely.
Moreover, since &ll the countries bordering the Rhine
have a market economy all shipping companies, whatever
their nationality, are firee to obtain any cargo.

Also importamt is Article 4 of the Act, which
requires equal treatment to be accorded to all vessels par-

ticipating in navigation on 4the Rhine,

The Regime applicable to the Danube

Shipping on the Danmube is governed by the Act of
Belgrade of 1948, Article 1 of which states that "mavi~
gation on the Danube shall be free and open for the
nationals, vessels of commerce and goods of all States on
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e Tooting of equality in regard to port and navigation
charges and conditions governing merchant shipping".

This Denube Convention is in force between Uln
and the Black Sea, Gernmany is not a party to the Con-
vention and so is not oblized to zpply its provisions to
the stretches of the Danube under Vest German jurisdic-
" 4¢ion, TFor hisjorical reasons, however, the Federal
Republic accords foreiszn vessels de Zfacto the freedom of
navigation laid dowm in Article 1 that it would have to
grant if the Danube Convention aopplied on its territory.

Vlest German vessels can, therefore, on the basis
of reoeiprocity, sail freely on strctches of the river
under the jurisdicticn of other States,

The Act of Belgrade expressly excludes cabotage
(Articles 1 and 25). Such traffic is therefore covered
by the national rules of each riparian States

In addition, the obligation to grant equal
troatnent to foreisn vessels in the Belgrade Convention
(Article 1) is not as sweeping as in the Act of Mannheim,
which calls for equal treatment in all operatlons
(Article 4),
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The Regime Applicable to the Rhine-Main-Danube Canal

Phe Rhine-Main-Danube Canal joins two river sys-
tems that are both covered by international convention,
but legally it is itself an independent waterway gituated
on the territory of only one State, the Federal Republic of
Germanye. The Federal Republic is building the canal on
its own initiative and with its own resourcese No inter-
national treaty exists obliging the canal to be built.

Thus, the Federal Republic of Germany considers
that in international law - subject to the provisions of
the EEC Treaty ~ it is "not obliged to make the Main-Danube
Canal, which lies entirely within its territorial boun-
daries, subject to an international regime, nor to grant
traffic rights on this waterway to other states" (*). The
EEC Treaty lays dowm that a common transport policy is to
be worked out and prohibits diserimination on the grounds
of nationality, thereby supporting the principle of equal
treatment for vessels from EEC countries. The Rhine-Main~
pDanube Canal can, to this extent, be treated no differently
from any other German waterway outside the Rhine area, But
this legal position is in no way an obstacle to vessels
from other States being allowed to sail on the canal. It

(%) Zemanek : Die Schiffahrtsfreiheit auf der Donau und
das klUnftige Regime der Rhein-lain-Donau—Grossschiffahrts—
gtragse: this view is also held by Jaenicke : Die
neue Grossschiffahrisstrasse Rhein-Main-Donau.
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merely means that the granting of traffic rights is to be
settled by treaty. In the final analysis the economic
purpose of the Rhine-Main-Danube Canal is to make inter-
national traffic possible between the Rhine and the Danube.

- Particular Problems of Competition on the Danube

Differences in the Organization of Inlend Shipping ‘

As has already been stated, the Danube Convention
grants carriers complete commercial freedom, except as
réeards cabotage. Because of the differences in economic
systems, however, it is extremely difficult in actusl prac-
tice for West European shipping companies to acquire car-
goes in Eastern European countries.

Danube shipping companies from the West find that
their negotiating pasrtners are exclusively State agencies.
Direct contact with the actual consignor is impossible
except in a few igolated cases. To try to get around the
disadvantages arising out of this state of affairs Austria
has signed cargo-sharing agreements with East European
countries on the Danube, Under the agreement with the
Soviet Union, Russian vessels carry 2/3 of all cargoes and
Austrian vessels 1/3. The Austrians are allocated mainly
the goods with the lowest rates during the periods when
water levels are least favourable.
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In their application the cargo-sharing agree-
ments with Hungary and Yugoslavia hove similer drawbacks
for the Augtrians, The agreement with Rumania, which at
first sight seems to be the nost advantageous since car-
goes are split fifty-fifty between the two countries, is
just as disappointing in practice as the others,

Bayerischer Lloyd, the only German operator on
the Danube, has also concluded a number of traffic-sharing
acreenents with shipping firms in the Bastern Danube
Stetes, In the agreement with the Czech. firm CSPD,
traffic was shared 70 : 30 in 1975, in that with the Hun-
garien firm Mahert 2/3 for the acquiring partner and 1/3
for the other partners, in that tith the Russian firm
SDP 70% s 30%, in that with the Rumanian firm NAVROM
60 : 40, and in that with the Yugoslevian firms 50 : 50.
A quota allocation was not agreed on with the Bulgarian
firm BRP until 1976

But thesec asreements have been fulfilled only
in part, except in fraffic with Russiz.. Notwithstanding
this fact, Bayerischer Lloyd has great difficulty in
carrying out its agreed share of traffic in view of the
fact that rates do not cover costs, The agreements with
the Austrien Company DDSG and the Czech, firm CSPD have
also becen adhered to. Elsewhere, the gquotas have not been
reacheds In traffic with Yugoslaviz, Bayerischer Lloyd's
share has been only 13% instead of 50%, in traffic with
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Hungory it has been 25¢, instead of 33,3%, in traffic with
Runonin 7% instead of 40% and with Bulgaria it has been
only 18%,

The obove exauples show that many obstacles
which prevent the agreements fron being fulfilled still
pave %o be surmounted, Of special importance here is
rate formation and the level of rates.

Statistics

In 1974 the Danube fleet consisted of around
4,400 units with a carrying capacity of 3.2 million tonnes,
NMotor vessels accoumted for 222 units with a carrying capa-
city of 260,000 tomnes, or only 55 of overall tonnagec.
But it has been revealed that the Soviet Union is comcen-
4rating on expanding its motor-vessel fleet. The break-
dovn of the Danube fleet in 1973 was as follows ¢

Soviet Union 830,000 t
Yugoslavia _ 700,000 %
Rumanisa almogt 600,000 ¢
Hhungary 270,000 ¢
Bulgaria 250,0C0 ¢
Czechoslovalkia 184,000 ¢
Austria (DDSG) 210,000 %
Germany (Bayerischer Lloyd) 68,000 t
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Between 1962 and 1969 the carrying capacity of
~the Danube flect grew from 1,6 to 2,7 million tons, or
by around 50%. Between 1969 and 1974 the fleet grew by
snother 15%, :

Freight Rates

Pixed rates have been uscd for shipping on the
Danube since 31 December 1955, when the Bulguarien,
Czechoslovakian, Rumanian, Hurgarian and Soviet Russian
operators signed the so-called "Bratislava Agreement®,
Later, the Yugoslavian and Austrian shinping companies
operating on the Donube acceded o this agreement. Since
the agreement cane into force, the rates, which are ex-
pressed in roubles, have never been changed, in spite of
nany Austrian efforts to get this dones This means that
no account has been talen of the revaluations of the Ger~
nan mark and the Austrian schilling or of the rise in
costs that have taken place in the meantime (%), What is
more Fast European shipping companies undercut tihiese
rates by 20 to 25% in practice, since there are no sanc-
tions against non-application of the official rates,

(%) The Danube shipping companies vhich have signcd the
Bretislava Asreement agreed in September of this year
(though one of the national comdenies still has to
zive its final approval) to increase the freight
rates on 1 January 1978 by the amount the rouble has
dropped in value since 1955, Accordingly, there is
no talk yet of compensation for the rise in costs
gince 1955,

{This plammed increase in freizht rotes has been nade
possible by the inerease in the MTT international rail
$ariffs of the Easterm Bloc .countries).
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Working Conditions

Althoush there are no cxact data available on
the worldng conditions of East Buropean crews, there are
meny indications that wages and sociel security benefits
are o lot lower than is normally the case in Western
Burope. Horeover, in contrast to the situation in
Rhine shipping, there are no international rules in force
applying to working conditions in vessels on the Damube
(qualifications and conposition of crews, working and
rest veriods, social security, etcs)e It has been dis-
covered by the International Transport Workers' Federation,
for exanple, that Soviet soldiers can do their national
service on vessels operating on the Danube, which,
naturally, reduces costs,

Other Problems

In practice, BEast and West European vessels
also receive different treatment in such matters as port
charges and laytine in Danube ports, In East Buropean
countries, Bast Buropean vessels do not have to pay port
charges and they are given priority over Western vessels
vhen loading or discharging. Thus, Western vessels have
to wait longer, which means extra costs.
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Consequences for West German and Austrian Operators on
the Danube

Although according to the law West and Bast
European operators have equal opportunities to procure
cargoes on the Danube, Austrian and West German shipping
companies operate under considerably less favourable
conditions in practice since they cannot operate on a
commercial basis along the Eastern part of the Danube.
Because of this, the Austrian and West German Governmentis
and the State of Bavaria have had to give their operators
a good deal of aid to keep them in operation.

In the case of the Austrian DD3G, vessels in
the Western and domestic trades are operated at rates
that fully cover costs because they can adjust to the
changed competitive conditions. But heavy losses are
incurred in tramsport to and from South-East Europe.

According to provisional calculations, the
Austrian Government will have to contribute 55 million
schillings, ie.ee 19.45% of gross turnover, in respect of
South-East traffic in 1976.
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The Germon Federal Republic and the State of
Bevoriz, as the joint owmers of the Dayerischer Lloyd,
pai¢ the 4.6 million DM losses made Dby the latter in
1976,

Tn the surmer of 1974, COKOS (the second Aus-
trism inland shipping company) found that competition
fron East Burope was too much for it, and gave up its
concossion, A nunber of East Buropean countries abtenp-
ted to buy up COMOS; this would have given them an Aus-
trian inland shipping concession, if the DDSG had not
stepped in in time %o purchase the company. In order to
nmeet the dsmger of shipping compsnies from Eastern Bloc
countries sctting up business in Ausiria, a ruling based
on the Ausirian maritime shipping low now stipulates that
in future concesgions will be given only to firms which
are st least 75% really Austrien-ovmed, In 1974,
Brondner beceme the third Austrian firm to withdraw from
the waterway freight markete.

Consequences for West Europesn Inland Shipping

Tt is clear from what has been said above that ¢
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. unlcss countermeasures are talien, Dast Buropcans will
be able to operate freely on the Rhine, as well as on
212 stretches of woter between tine Nhine and the onen
sea o7 Belzium and on all the tributaries of the Rhine
orovided that tley cre within the territory of the par-
ties to the Convention applicable to this waterway;

. Jest European opeorntors will be ousied from this nar-
et. Consequently, either governmonts will have %o
~ive financial 2id to these operators or employment in

inlend shipping will suffer scrioucly and West Buropean

tronsport capacity will be hit:

. tiac Test will becone inereasirzly dependent on Ze T
Duropean vesscls;

. iT the freedom of navigation of Dast Buropeans is un-
regtricted, o Yeot Duropean triomsport policy will be—
come very difficult to implement, if not impossible.

The inland shipping indvstry in the EEC Hember
Staten demands a fair share of East-Test transport at
recsonable rates and conditions of carrilase.
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The position with remard to competition in in-
land woterway shisping is largely determined by the re-
Sines epplicable on intermaticnal woterwsys.  Here, too,
the incustry calls {or protection against cut-throat com-
pevition from Eazst Buronean fleeto, The principle of
reciprocity poses & provlem espeecizlily in traditional
zhipping on the Rhine and when it comes to finding a
settlenent to the question of the Rihire~Main-Danube Canal
virich is to the satisfaction of all parties.

The opening of the Rhinec-lloin-Danube cenal vill
hoave a nmajor inmpeet on shipping on the Rhine and othexr
vaterways in the Corvmmmity if Dact Duropean fleets con
use the Rhine freely, Since this nroblem affects the
entire inland shipping meorket, 2 solution will have to be
found under international law vhichi takes into account
both the Act of HMonnhein and the £SC Treaty.

Praffic within the Community amnd between the Community
and Switzerland

The Act of Fiannheim will have to be amended on
lines consistent writh the EEC Treaty, Accordingly,
there are three zltcernztives for limiting the freedon of
novizotion on the Ruaine within the Compmnity and between
the Comrmumity and Switzerland :
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. allowing only vessels from the EEC countries and
Switzerland;

. introducing a licensing system for vessels from third
countries;

. introducing a general licensing system for all vessels
(this system could alsc be used to control capacity)e

It appears that the first possibility -
limitation to vessels from EEC countries and Switzerland -
would require the simplest amendment of the Act of Mann-
heim and would be the most effective solution for the
presente. At all events, an effort should be made %o
regulate cabotage (small-gcale and large-scale) e.g. along
the lines of what the Danube Convention already stipulated
with regard to small-scale cabotage. (It should be poin~
ted out in this connection that the Commission has been
trying since 1968 to work out a solution to the problem
of cabotage) (*).

Traffic between the Community and Eagt Buropean Countries

Appropriate agreements should be worked out for
sharing cargoes on the Rhine~-Main-Danube route between
the Community and East European countries, The sharing

(%) See 0J Noe C 95 of 21 September 1968, page 16,
Article 49,
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of these cargoes will have to be 1aid dovm in bilateral
or imlsilateral trode, traffic or cooperation agreements
coneuled with East Furopean countricss

The arrangenents should tnle account of the
stotement in the Final Act of ine Helsinki Amreement that
encourogenent is to be given to the development of inter-
notionsl inlond soods end passencer tronsport, and to
aporoprinte participation in that tronsport on the basis

of rmutual advantare,

In eddition, internationcl rules on working
corditions in particu ar will have %o be leid dovm for
troffic between the Rbine rmd the Danube countries, on
the besis of the ruleu already applicable to shipping on

ORISR

the Thirve,
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APPENDIX 4
AIR TRANSPORT

- General Comments

The Section's study of the problems resulting
from the development of transport to and from the Easterm
Bloc countries included an examination of the situation
in the air transport sector.

Of special importance in this connection is the
fact that at its June 1977 Session the Council of Ministers
agreed to investigate certain questions in the field of

air transport.

The middle sixties saw the start of a major drive
for expansion and modernization in the COMECON airlines.
Numerous new destinations in Western Europe, the Near and
Middle Bast, Africa and Asia were added to the timetables.

This expansion, however, made excessive demands
on the airlines, and the situation was made worse by short-
comings in capacity and efficiency in some important air
transport sectors. As a result, the above-average rate
of growth in COMECON air traffic slowed down, independently
of the recession in the West.
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Poday the considered view of experts is that
there is bound to be a fresh upswing. This is based mainly
on the efforts being made to boost tourism in the Bastern
Bloe countries. Considerable growth is therefore fore-
cast for the East European airlines C3S4 {Czechoslovakia),
MALEV (Hungary), TAROM (Rumania), JAT (Yugoslavia)(*),
BALKAN ATR (Bulgaria), LOT {Poland), INTERFLUG (GDR) and
AFROFLOT {Soviet Union).

A major factor here is the vigorous action being
taken to extend the route network. In the opinion of ex=-
perts, extension of the network over ever-increasing dis-
tances will ultimately mean that over 50% of the operations
of the Bastern Bloc airlines will lie outside Eastern
Europe. This will lead to keener competition betwzen
Western and Bastern Bloc airlines. North America will,
probably also be affected by this trend.

. It is interesting in this connection to take a
look at the objectives of the last Five=Year Plan of the
Soviet Union, and here one is struck by the different ap-
proach to air transport. Whereas in the West air trans-
port services are operated according to commercial prine-
ciples, in the Soviet Union -~ and other Eastern Bloc
States - the prime consideration is the utility of air

(*) Yugoslavia is not a member of COMECON
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transport to the economy as a whole, regardiess of profita-
bility. The support given to the domestic aircraft indus-
try is of particular importance too. One can also see
today that special efforts are being made to increase the
jnfluence wielded in the field of international air

transport,

- The Basic Legal Position (*)

The legal position of internmationa air trans~
port differs quite considerably from that of the sectors
dealt with in the first three chapters of this report (sea,
road and inland waterway transport) and shows certain
parallels with that of international rail transport.

International air transport is in fact based on
a series of multilateral and bilateral agreements between
governments or carriers., It would seem that to date these
agreements have on the whole regulated air transport satis-
factorily.

— The Development of Air Preight in East and West

The following figures are to be noted in connec-
tion with the last Five~Year Plan of the Soviet Union @
in 1972 AEROFLOT carried 83 million passengers on domestic

(%) See pages 141-147
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and international flights. The goels for 1973 were 90
million passengers and about 2 million tone of air freight.
The overall objectives for the 1972/75 Pive~Year Flan were
550 million passengers (average 3 110 million pg.ssengers)
and 11 million tons of air freight {average : 2.2 million
tons).

In 1972 Eastern Europe accounted for only 4.9%
of the Federal Republic of Germany's total Buropean air
freight traffic. Air freight traffic in the sane year bet=
ween the Federal Republic of Germany and Spain was 50%
higher than air freight traffic between the Pederal Repub-
1ic of CGermany and all East Buropean countries, The fol-
lowing table shows (in absolute figures) the development of
pir traffic between the Federal Republic of Germany and
(i) all of Burope and (ii) Eastern Burope.

Between FRG and all of Europe}Between FGR mdEastern mropé

Year Tons Increase |Increase !4 share of air
in % in % freight traffic
between the FRG
and all of Europe

1965 |50,705.6 - - 2.5
1968 ! 74,521.4 46.9 137.1 4e1

1972 {111,422.7 | 11.8 35.5 : 4.9

i 1

Source ¢ Federal German Statistical Office.
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The figures for air freight traffic between
Eastern Burope and other West European countries are of a
similar order of magnitude. For example, the goods im-
ported by the UK by air from the COMECON countries in 1971
account for only 7.3% of the total value of world imports
carried by air,

Of the UK's exports carried by air, as little
as 1.3% in value terms went to Eastern Europe. The figures
for other West Buropean countries will probably not differ
appreciably from those from the Federal Republic of Germany
and the UK,

Possible reasons for the so far comparatively
small role played by air freight in East/West trade are
outlined below with specific reference to Lufthansa ;

o It was not until the middle sixties that air traffic
between Eastern and Western Europe began to assume in-
teresting proportions. All services are operated in
close cooperation with the East European airlines, CSA,
MALEV, TAROM, JAT, BALKAN AIR, LOT and AERCFLCT, This
cooperation, which covers practically all areas of com-
mercial air transport (e.g. planning, marketing, hend-
ling), made it possible to present air carriage as a
genuine transport alternative in trade with Eastern
Europe and thus achieve the abovementioned rates of in-~
crease in air freight traffic between the Federal
Republic of Germany and Eastern Burope.
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Although the airlines of othey West European countries
were able to f1y to destinations in Bagtern Furope much
ezrlier, it was only in the last 5-56 years that they to0
aschieved a breskthrough.

The aircraft at present in service between Bastern and
Western Europe are purely passenger models and are un=
able to carry greater freight loads, if only for tech-
nical reasons., (The Boeing 727 C and 737 ¢ and the Air-
bus may provide a remedy here).

4 further impediment to air freight traffic between
Western and Eastern Burope lies in the structure of the
trade flows. (BEastern Burope is still largely & ‘supplier
of raw materials and semi-manufactures to the Viest
Buropean market).

Tn the opposite direction there are 1limits to Western
exports of goods suitable for air carriage (e.g. electro-
nic and electrical products), since the East European
countries are increasing their efforts to boost domestic
production of consumer goods,

The existence of highly-developed road, rail and water—
way networks in the comparatively small economic area
formed by Europe allows rapid and smooth movement of
goods by surface transporte
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Nevertheless, experts consider that there are
good prospects for air freight between Western and
Bastern Europe, in view of the following facts :

. COMECON's share in world industrial production rose
over a period of 20 years from 16.6% (1950) to 30.,9%
(1970). An intensified export effort on the part of
the COMECON countries is revealed here;

. The air freight traffic of the COMECON countries in-
creased from 25,600 tons in 1960 to 84,400 tons in
19703

. The volume of trade with Eastern Europe is on the in-

crease;

. Lufthansa achieved an increase of 18% in air freight to
West Buropean countries (1971-72). The increase in air
freight to Eastern Europe in the same period amounted
to 45.6%. In the opposite direction, the air freight
carried by Lufthansa was up by 7.9% (from the West Buro-
pean countries) and by 18% (from East European coun—
tries).

- Conclusions

International air transport is regulated in the
pain by a host of multilateral and bilateral agreements

between governments and carriers,
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Even if passenger and goods traffic by air
between the Nine and the Seven (COMECON) has not yet
reached the proportions attained in other transport sec-
tors, it has been on an upward path for some years, Easi
European airlines obtain a larger portion of this traffic
than their West Buropean counterparts, for which there
are certainly several reasons s '

o In.this sector, too, the Bastern Bloc is able to use its
own transport indusiry for outgoing traffic to ocountries
where transport is run privately and can do the same

" for incoming traffic for which it has to paj. However,
this can be put right by concluding pool agreements.

» Although rates between Eastern and Western Burope are
the subject of agreement between the airlines, East
European airlines are apparently happy with lower load
factors,
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. Abroad, airlines usually try to put themselves over as
their specialist for flights to their home countries
and concentrate their efforts on capturing that traffic,
Yhereas Zast European airlines can make unlimited use of
this opportunity in Western Europe, VWiest BEuropean
carricrs are restricted in BEastern Europe by their lack
of freedom, which hampers advertising.

The overall situation in air transport therefore
does not seem o be evenly balanced.

Existing agreements, however, clearly provide an
adequate foundation for present cooperation in the field
of aviation as well as for further improvements, e.g.
as regards price fixing.

Awareness of the problems and frequent consul-
tations at government and carrier level should in the long
run 2lso contribute to further improvement of the situa~
tiona
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The study of the problems posed in the aviation
gector has shown that cruciasl issues (landing rights,
shares of traffic, establishment of offices) have been
settled on the basis of reciprocity and that the agree-—
ments in this sector could serve as a starting point
for action in other sectors,
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COUNTRIES' AND CARRIERS' MEMBERSHIP OF INTERNATIONAL ORGANIZATIONS

OTHERS |

3 Country Carrier ICAC | IATA | ECAC | AEA
Belgium Sabena x x b X ®
Bulgarina Balkan b4 +
Czechoslovakia C3A X b4 +
Denmerk SAS X x bid x *®
East Germany Interflug +

i Franca Air France X bt X X ¥

! T

{ Great Britain British Airways X X X *
Hungary EV X i +
Ireclond Aer Lingus x b4 l X x *
Italy Alitalia x x x x *®
Luxembourg Luxair X X *
Poland LOT X x b d +

iLRumemia TAROM x +

| The Netherlands jani X x X b4 *®
USSR Aeroflot X +

! West Germoany Lufthansa x b4 ' X b4 *

* The Nine

The Seven

I

+
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World-wide air tramsport is regulated at government
level through the Intermational Civil Aviation Organization
(ICAQ), whose membership stood at 138 nations on 30 April
1977, end at carricr level through the International Air
Traasport Association (JATA), which has 108 members,

‘The ICAO was founded in Chicago in 1944, Since
October 1947 it has been 2 UR-affiliated specialist agency.
Its purpose is to organize intermational civil aviation
at a world level in accordance with standard rules,

The ICAO encompasses the technical, economic and
legal aspects of all forms of civil aviation, whether com-
mercial, private or for sporting purposes,

In the economic and legal fields, with which we
are most concerned here, ICAO constantly examines all
chenges in commercial air transport so as to prevent
dangerous competition and help the industry develop in
a healthy manner, To do this it studies traffic regu-
lations, provides information, prevents discrimination
when charges are fixed, keeps an eye on airport and other
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charges, analyses statistics and surveys, simplifies cus-
toms and entry formalities, investigates the economic
impact of technical changes, and sSo on.

In addition, the ICAO coordinates bilateral air
transport agreements between its Member States, issues
recormendations and mendatory regulations, renresents its
members at talks on international agreenents affecting air
transport, and is involved in codifying and amplifying
intcrnational air law.

The IATA wos formed in Montreal on 18 December 1945
wnder Canadisn law as en international body representing
the world-wide intercsis of commercial aviation.

Membership of IATA is voluntary snd open to all air-
1lines licensed by a country belonging to or eligible to
belong to the ICAO. Since 27 February 1975, IATA members
nave no longer been obliged to operate scheduled air ser-
vices, Active members can now either operate international
scheduled services on routes specified in bilateral agree-
ments between governments or provide charter services on
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international routes. (Airlines are eligible if they fly
10 million kilometre/tons during the 12 months before
applying, or operate aircraft with a meximum start-up

weight of more than 20,000 1lbs.).

Carriers which operate only domestic services can
become associated members of IATA.

IATA is a non-political organization whose goals
are :

e 0 promote safe, regular and economic air travel for the
benefit of all the peoples of the world;

o to develop aerial trade links;
s to develop cooperation between airlines, and

o to ensure cooperation with the ICAO and other inter-
national organizations.

A1l IATA decisions are taken unanimously. Each
member has one vote,

A% Buropeen level, there are corresponding organiza-
tions with basically the same tasks. These are :
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. the Buropean Civil Aviation Conference (ECAC), which was
founded in 1954, has its headquarters in Strasbourg, has
20 members (*) and operates at government level, and

. the Associstion of European Airlines (AZA), which was
founded in Munich in 1973, has its headquarters in
Brussels, had 20 members on 1 November 1975, and operates

at carrier level.

None of the Eastern European countries belong to
the ECAC and only LOT among the COMECON airlines belongs
to the AEA,

Among the ECAC's tasks are : (i) the exchange of
traffic rights, (ii) simplifying formalities for cross-
frontier air traffic, (iii) working out guidelines for bi-
lateral agreements, (iv) jnvestigating the effects of jet
and supersonic air pravel, (v) standardizing training
requirenents for airline personnel, (vi) the mutual recog-
nition of quelifications, and (vii) licensing aircraft to

operate.

(*) Austris, Belgiwa, Cyprus, Denmark, Finland, France,
Great Britain, Greece, Iceland, Ireland, Italy,
Tuxembourg, Norway, Portugal, Spain, Sweden, Switzer-
land, the Netherlands, Turkey and West Germany.
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All ECAC decisions are in the form of recommen~
dations and require ratification by Member States' govern-
ments,

With the Multilateral Agreement of 30 April 1975
on the commercial Rights of Non-Scheduled Air Services in
Burope, the ECAC was able to chalk up its first big suc-
cess, which was all the more significant since it meant
that part of the commercial aviation industiry in Europe
was regulated by a multilateral agreement,

The tasks of the AEA are carried out by three
committees :

. the Airline Industry Affairs Committee (ATAC), consis-
ting of the airlines' top management, discusses funda-
mental air transport matters and works out common
positions;

. the Economic Research Committee (ERC), consisting of
planning specialists and economists, deals with cost
analysis, market research and the exchange of infor-
mation between member airlines;

. the Technical Affairs Committee (TAC) is responsible
for furthering cooperation between member airlines on
technical matters,
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The AEA reprcsents its member airlines in dealings
with international organizations, especially the BCAC and
the ICAO, but also the European Commmnity and (in matters
regarding competition) non-Eurcpean countries,

Organizations such as those mentioned above do not
exist in the Eastern Buropeen countries, put this does
not mesn that aviation there is not subject to a regula-
ting fremework,

In these countries, as a rule, therc are bilateral
or multilateral agrcenents between carriers (AEROFLOT,
for instance, is party to 65 agreements), end recently
therc have been annual meetings between representatives
of Aeroflot (USSR), Balkan Air (Bulgaria), Terom (Rumanial,
end Nalev (Huwgary) on the one hend and the IATA carriers
on the other. Representatives of CSA (Czechoslovakia)
end LOT (Poland) have attended these meetings as
observers, '
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APPENDIX 5
RAIL TRANSPORT

- How the Situation in Rail Tramsport Differs from that
in Other Modes

The situation in the international transport
of goods by rail between the European Community and the
Eastern Bloc differs substantially from that in other modes
of transport. In the case of international transport by
water, road or air, each individual consignment is carried
by a single operator (leaving aside terminal services).
International rail freight traffic on the other hand in-
volves cooperation between the various railway undertakings
over whose systems the goods are carried, The under-
takings concerned are not in competition with one another
but jointly conduct an international transport operation.

- Cooperation between Western and Eastern Bloc Railway
Undertakings

] All the railway undertakings of Western Europe
and the Eastern Bloc states, apart from that of the Soviet
Union, belong to the International Union of Reilways (%),
an organization whose chief aim is to foster cooperation
among its members in all areas, particularly in the tech-
nical and commercial fields. This tradition of close

(%) Union Internationale des Chemins de Fer (UIC); East
Buropean railways are alsc members of a similar organi-
zation with headquarters in Warsaw, the ORGANIZIJA
SODRUSHESTWA SHELESNYCH DOROG (0SSLd), which controls
cooperation between the railways in the USSR and six
other Eastern Bloc States.
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cooperation has survived the diverging political and
economic development in East and West. The principal
areas of cooperation are summarized below :

Provision of Services

Since its development in the 19th century rail
transport has been orgenized, inter a2lia, as an inter-
nationel long-distance service. Specifications and
atandards for rolling stock and permanent way have been
designed to eliminate technical barriers to through rail
traffic between East and West.

With the exception of the USSR, goods train
schedules have also been drawn up on a joint basis.
Cooperation is of vitel importance to the quality of
rail transport, though further improvements coulé be mede
by making it easier to cross frontiers (shortening of
waits, elimination of bottlenecks).

Rate Structures and Commercial Cooperation

In principle the frontiers between East and
West do not create eny obstacles in this arez either.
The various international rail freight rates enable rail-
way undertakings in all Community and Buropean COMECON
States (except the USSR) to quote for the total distance
to be travelled in both East and West. Freight can be
despatched directly between the various systems, and a
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tried and tested clearing system makes it possible to
settle ~reight accounts in either the Eastern or Western
country, despite all currency problems.

In East-West r=il freight traffiec, just as in
intra-Cormunity traffic, special rates can be guoted which
take account of the specific characteristics of individual
shipments. Prom the commercial sngle, however, East-West
transport differs considerably from West European rail
transport. The chanters on the other nodles of transport
refer 4o the fact that in both imports and exports, Eastern
Bloc countries try as for as nossible to ensure that it
is they who pay the freight, bdecause in that way they gain
contrel of the carriage operction. This applies unreser-
vedly to rail transport 2130, The major State Torwarding
agencies of the Eastern Bloe countries select the mode of
transport 4o be used in a given operation. Direct contact
wi@h consignors and consignees is extremely rare. The
central transport planning by the Government dep~rtments
concerref and the State forwarding agencies makes it
extrencly éifficult fo secure contracts for iniividual
shiprents. In generzl, tenders and quotations by Western
railway undertakings (in conjunction with their Eastern
counterscrts) are not directly acceptable for smecific
contemporary shipments. They can, however, iniluence
future arrangements mode within the framework of central
transport plaaning.
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Uniform Law on the Carriage of Goods

Pinnlly, it should be pointed out that all in-
ternational rail freight traffic between Western Europe
and the COMECON countrics (excluding the USSR) is sub-
ject to a uniform system of law embodied in the Inter-
national Convention concerning the Carriage of Goods by
Rail (CIM). This Convention regulates the legal relo~
tionships between customers and the railway undertakings
involved in transport.operations.

Speeial Features of Praffic with the Soviet Union

Since the Soviet State Railway has wide-gauge
tracks, Western Buropean end other COMECON goods wogonsg
generally cannot be used on the Soviet network. Goods
leaving or entering the Soviet Union have therefore to
be transferred to wagons of the appropriete gauge ot the
border, This considerably restricts rail traffic with the
USSR,

In addition, rate formation and the despatch of
rail freight between Western Europe and the USSR is not
as well organized as in rail treffic between the West
and the other COMECON States.

Finally, the fact that different rules of car-
riage apply is also important, Unlike the other COMECON
States, the Soviet Union has not acceded %o the Inter-
national Convention concerning the Carriage of Goods by

Rail (CIM).
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- 'The Exceptional Instances of Competition between Western
and Dastern Railways

In certain exceptional cases, Western and Eastern
railways compete with each other. Yherc there are several
alternative routes between the point of departure and the
destination, the railways located along these routes will
attoumpt to have the traffic routed either entirely or as
far as possible via their network. For journeys through
Eastern Bloc countries, Bastern railways can resort to the
ITM/ATT international through tariffs applicsble to tran-
sit journeys and expressed in rubles, There is thus com-
petition between different routes, Such competition is
frequent in traffic along the North~-South axis to and from
South-East Burope, (For example, traffic from Austria %o
Harburg cen be routed either via Salzburg and the Deutsche
Budesbahn network or via Csechoslovakia and the GDR). The
reilways compete here with both their rates and services.
Western railways are gererally at a disadvantage when it
comes to rates, The points made in the chapters on trans-~
port by sea, road and inland waterway also apply to com~
petition between railways in East and West, viz. higher
wage bills end social security contributions, the need for
Western undertakings to calculate their rates in accordance
with commercial principles, currency problems and the
cperation by Fastern Bloc States of their own means of
transport without regard to normal business principies.
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The significance of such instences of competi~
tion between the railways of East and West should not be
exegperated for the moment. They are, however, interest-
ing as aspects of a phenomenon which also occurs in other
modes of transport,

~ The Impact on Rail Transport of the Problems Outlined
in the Chapters on the Other ilodes

Bast-West rail transport has to compete with
transport by sea, road and certain inland waterways (at
the moment only the Hittellandkanal and the Elbe). YWhen
the Main-Danube inland waterway link has been completed,
the railways will have to face competition from inland
waterway shipping vetween the Rhine riparian States and .
the State-trading countries of South-East Europe.

Whereas in the Community's free market economy
the inherent advantages of each mode of transport are
allowed free play, in East-West transport the allocation
of traffic between modes is decisively influenced by the
fact that the COMECON States do their utmost to ensure that
both their imports and exports are carried by their own
operators as far as possible. For example, Some East-West
shipments are carried by rail through Eastern Bloc coun-
tries before being reloeded onto waiting Bastern Bloc
lorries at the border - an occurrence which not only places
Western railways at a disadvantage but is also regponsgible
for the emergence in the West of additional road haulage
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capacity which keeps on the lookout for return loads and
" indeed in some cases operates for the most part only in
Western countries. This endeavour by COMECOR States to
use their own means of transport also holds good for rail

»ansport (which the COMECON States consider as their owmn
within their territories).

From the point of view of these States, however,
that part of East-West rail transport conducted on Western
networks is just as undesirable as transport effected by
Western road haulage snd inland waterwey carriers., The
present size of the COMECON States' road haulage and in-
land waterway fleets and the limited capacity of their
transport infrastructures have so far prevented them from
uging their own vehicles and vessels more widely to the
detrinent of rail traffic. But even today Western rail
networks and other Western carriers are heving to face
price competition from transport operators in COMNECON
cowntries, which do not operate according to market economy
principles and do not have to worry about covering costs,
This unequal competition is reflected in price levels, which
strongly curtail the prcfitability of rail $ransport.

In the mediun znd long term the situation will
deteriorate considerably. As outlined elsewhere, the i
COL'ECON States are carrying out a plamned expansion of their
own trensport capacity. This will reduce the importance of
railways in East-West transport.
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The completion of the Main~Danube inland waterway
1ink can be expected to have particularly serious conse-
guences for rail transport. The chapter on inland water-
way shipping eloquently describes the various implications
of the penetration of COMECON inlaond waterway fleets into
traffic between South-~East Europe ond the Rhine riparien
States, end possibly even into Western European waterwayse
Without effective measures to regulate (a) the access of
COMECON fleets to this waterway and (b) the rates applied
to them, not only will the Western Furopean inlend shiosping
industry be faced with cut-throat competition, bub rail
traffic from the canal's catchment crea and with the Danube
riparizn States, and indeed all rail traffic in the Rhine's
catchment area, will be affected, The railways would not
only have to face competiton from inland waterway shipping,
which is already difficult enough under the conditions which
prevail in the West, but like Western inland waterway under-
takings, they would also have to bear the consequences of
the retes policy pursued by COLECON inlsnd waterway ship-
ping, o policy which does not conform to any verifiable
criteria, Considerable losses {both in terms of volure
of freight and income) would be certain to oceur but it is
not possible to »ut a figure on ‘then at this stage.
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APPENDIX 6
PORT OPERATIONS

- General Comments

For some time now trade circles, industry end
public authorities in the European Communities have been
concerned about competition from Eastern Bloc Carriers.

Shipowners are increasingly insistent in their
appe‘als for action to be taken in the face of the growing
penetration of the market by Eastern Bloc fleets, They
pelieve that if the COMECON shipping lines cannot be per-
suaded to compete on terms that accord with Western thin-
king, it will be more and more difficult to avoid intro-
ducing quota restrictions or other measures for controlling
Eastern Bloc vessels engaged in bilateral traffic or cross
trades to or from Community ports.

Port circles (in the widest sense) and transport
users teke a less stark view of the situation. It was
recently stated in these quarters that, as far as ports
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are corcerncd, Bast-West transport did not pose any
problems. It was, however, conceded that there was no
guarentee that the situation would not change in the
future.

Wnen confronted with the undisputed problems
of the traditionel carriers in the field of East-West
transport, port repreéentatives take the view that since
time irmmemorial ports have been, and are by definition,
trens~shipment centres where traditional carriers lead or
discharge goods. Ports are therefore not to be seen in
the same light as carriers, for whom East-West transport
causes, or may cause, problems; they provide carriers
'with ancillaxry gservices ac either the first or the last
link in the transport choin. To put it in another way,
ports arc trans-shipment centres and, in their om
interests, they seek to carry out this role to the best of
their ability, irrespective of where carriers come from or
what flag they fly.

Tt is therefore understandable that ports adopt
a neutral stan’ on East-Vest transport problems, or Tregard
them as something which does not directly concerm them.
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It is ageinst this background that the Section
has the difficult task of investigating whether any
aspect of the problems raised in its overall study of
East-West competition in the field of transport could be
solved by a Community or national policy on poris.

When considering this question, the Section also
haé to consider whether national or Community legislation
on the right of establishment could be used to tackle the
problems caused when Eastern-Bloc carriers set up branches
in Western ports.

The Section wonders, however, whether the
achievement of evenly matched competition between East
and West with regard to each mode of tramsport (sea
transport, inland waterway transport, road haulage and
railways) would not simply reduce the problem of East-
West ports policy to a problem of competition between
ports in the Community. This outstanding problem would
then have to be resolved by an initial Community policy
on ports.
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~ 9pecific Comments

In September 1977 "hearings" were held at wvhich
the Section for Trangport and Comunications was add~
ressed by distinguished, internationally recognized port
experts (%), The information which these guest spealkers
provicded served as & basis for the Section's delibere-
tions on the issues referred to above.

From the Section's discussions and the views
expressed at the "hearings", the following points
emerged @

If the COMECON countries were to continue to
increage their share of the transport market, goods itrans-
port would, to a large extent, be controlled by the State-
trading organizations of these counliriese In the Baltic,
there has already been a clear shift in growth away from
Wleat German ports towards those in COMECON countries.

(*) The guest speakers who addressed the Transport Section
on 21 September 1977 were Mr POSTHUMUS, Chairman of
the Netherlends Government Cormitiee for Port Develop-—
ment, and Mr ROCHEREAU, President of the Association
for the Development of French Forts.
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There is keen competition between Community
ports and this males it difficult at the present time to
work out a common approach to port problems in the
Corrmmnity posed by East-West competition..

Sea transport currently has to cope with
severe cormpetition from Eastern Bloc fleets, a fact
which shippers using naritime ports ceannot afford to
ignore in the long term. It is strongly emphasized that
the continued provision of services can be guaranteed
only if transport enterprises are self-supporting. Hove~
ever, this continued provision of services is threatened
by Eastern Bloc cempetition in the three modes of surface
:'transport which is based op a cost price concept quite
different to that prevalent in Western countries.

Too greet a dependence on Eastern Bloc carriers
iz not in the interests of either the ports or port users.

It must be notcd, nonetheless, that the ports
are not to blame for the difficultics facing the three
nodes of surface transport and in particular sea tramsports
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or are the ports in a position to propose solutions
through measures in the area of ports policye.

PFrom the point of view of the ports, it would
be preferable if the problems could be solved without
their direct involvement., Bilateral or Community nego-
tiations, for example, could be an appropriate line of
approache

However, it is the duty of the authorities, as
the guardians of the public interest, to assess the
gravity of the actual and potential difficulties facing
trensport and to take the necessary measures to obviate
the dangers for thc economy as a wholeq"

If it is possible, through negotiations or by
other means, to achieve (a) a balanced distribution of
transport between East and Weat =nd (b) Eastern Bloc
fleets® participation in Cormunity traffic with third -
countries on a truly balanced footing and in keeping with
commercial principles, East-West transport will no longer
pose any problems specifically relating to portsa.

The Section does, however, sec one problem re-
maining in the Community as a whole, nanmely, the question
of a cormon policy on ports, i.e. the distribution or
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location of tramsport in the Community. The Section
therefore urges the Commmity authorities to tackle these
problems swiftly and seriously.

Pinally, the Section notes that up to the present
time, there has been a general right of establishment in
portse The Section is aware that monopoly situations in
this area may jeopardize the orderly flow of transport in
Western Europe and consequently pose a threat to the common
transport market. The Section wonders whether it would
not be advisable to introduce special rules for the estab-
lishment of Eastern Bloc transport enterprises, even in-
dependently of a proper common ports policy, which is
bound to take some time to achieve. :
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The Committee pointed out that the steadily mounting
competition from the Easterm Bloc had been a source of
concern for some time, Because they are able to operate
freely in the West, Eastern Bloc countries are succeeding
to an increasing degree in changing the pattern of East-
West goods traffic in their own favour.

Employment in transport might be threatened by the Eas-
tern Bloc operators' increasing penetration of the trans-
port market, In the long run, that penetration might
have a damaging impact on the entire Community economy.

The Committee urged the relevant institutions to tackle
the matter with all requisite vigour, in order to ward
off developments that would be disastrous for the economy
and have grave social consequences.
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