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Common transport policy following the Council Resolution
of 20 October 1966

(Memorandum transmitted by the Commission to the Council on 10 February 1967)

I. INTRODUCTION

1. At its session on transport matters on
19 and 20 October 1966 the Council adopted
a resolution which brings new factors to
bear as regards the formulation of a common
transport policy (1).

In this resolution the Council calls for the
speeding up of work in the matter of access
to the market (access to the trade and capacity
control), the application of competition rules
to transpott, the harmonization of competition
conditions and the appottionment of infra-
structure COSts.

Differences of opinion occurted mainly on
the means so far envisaged of avoiding
developments liable to distort competition,
namely abuse of dominant positions and more
particularly uneconomic competition.

2. It now seems appropriate to take stock of
the discussions so far in order to pinpoint
the differences of opinion and to find solu-
tions. If it is possible before the expiry of
the periods stipulated in the agreement of
22 June 1965 on the otganization of the
transport market (%) to propose comprehen-

sive measures not restricted to tariff measures
which can be effectively applied against the
abuse of dominant positions and to unecono-
mic competition, there should be nothing to
prevent the early implementation of the first
important common rules for transport.

3, The need for rapid results is the greater
since on 1 July 1968 the customs union and
also the common agricultural market are to
come into operation. The economic union,
for which the achievement of customs union
is the first step and in which the common
transport policy will play an important part,
must begin to operate. Article 75 of the
Treaty moreover stipulates that during the
transition period common tules for interna-
tional transport are to be drawn up and the
conditions for the admission of carriers to
the trade within a Member State other than
their own are to be laid down.

(1) Doc. R/1150/66 (TRANS 72) of 21.10.1966.
(2) Bulletin of the European Economic Community
No. 8-65, p. 86.

II. COMMON TRANSPORT POLICY DURING THE FIRST TWO STAGES
OF THE TRANSITION PERIOD

4, The Memorandum on the genetal lines
of a common transport policy of 10 April
1961 and the programme for the implement-
ation of the common transport policy of
23 May 1962 were not formally apptoved by
the Council (3). The ideas put forward by
the Commission expressed in them can how-
ever be regarded as a blueprint for a common
policy. ’

The underlying principle of this policy is
that optimum distribution of traffic between
modes of transport and between transport
firms should be ensured by the free play of
competition. Thus co-ordination measures,
whether rate-fixing measures ot other, are
excluded from the outset.

This conception does not however entirely
rule out intetvention by the authorities in the

S. 3-1967

market. On the contrary, it necessitates
certain intetventions for three reasons:

a) To ensure the satisfactory operation of
the market by placing modes of transport and
transport firms on an equal footing through
the harmonization of competition conditions
and the suitable apportionment of infrastruc-
ture costs.

b) To prevent or tectify abuses which may
arise from competition — abuse of dominant
positions or uneconomic competition — by
setting up permanent machinery for super-
vision and conirol of capacity and whete
necessary by temporary selective measures.

(3) The draft resolution on this subject was not
unanimously adopted by the Council but was sent
to the Commission as an annex to the minutes of
the 98th session of the Council of 8 March 1963.
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c) Ta furthet the aims of ‘regional or socxal

policy where the free play of the market alone

does not do so.
_“Becduse of dxfferences -ip 'the policies of Memv

ber States,a"joint’ organizstion: of the ‘trans- .

'g:m market based on competition can only
set-up gradually .

Moreover. the’ measures to be taken shouid to
some extent go hand in* hand, their intef-
‘dependence being Borne ‘in”mind but with- -

““put ‘one. measure “being a precondition for
,another. O }

In the: hght of the. dxscussxons on qhe
Memorandum and- . the Programme - the
Commission has_submitted- a body of propo-
sals in- the following' fields: .

.+ Hasrmonization  of the conditions*i of

competition,

— Acceéss to the market (admiission to- the
trade, control - of capacity),

L e— Transport rates and conditions,-

S Rules of compentlon,
—: Co-ordination. of investment,
—~ Infrastructure costs. :

). On the ‘harmonization of competition
* conditions the Council has adopted an cutline
decision (*)... The implementation measutes
_for this to be fully efféctive -are still to be
‘taken. .~ ‘The. Commission has —submitted 2
~-number of pro
nation ' of doul taxation (%), the duty-free
entry of fuel . m the tanks of commercial
vehicles. (%), aids: to traasport_firms (") and

\ce:tam social. measures in road transport (%).

b) ‘As: regards access to the market (admis-
sion” to the  trade, ‘control of capacity) the
Commission consideted that. the most urgent

. problem “concerned  road haulage between

- Member States. It submitted a proposal for
_the . gradual " replacement” of bilateral quotas
by a Community quota (®). Licences issued

in conpection’ with this’ Community quota”

would have to-be valid for the whole Commu-
nity - area. ! .

‘The Council ~ did not “however ~consider it
feasible to go so far with the first measures,
but it concurred with a draft regulagion intro-

_ducing a Cammunity quota on an-experimental .-

basis.  The bilateral quotas were. nevertheless
to be retained and gradually extended. - After

three . years _this afrangement could be
confirmed, -extended or modified. - However,

the Couucxl -made the final adoption of such
Ta xegulanén condmonal upon agreement
cregarding rate. systems (i

" On 24 ]uly 1962 the Coruncnl adopted a first
directive ‘concerning certain common rules for
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" plified the condmons fot 1ssumg hcences

als, namely on the elimi-

f(wgds:iﬁm m,,’éa“"

' international ttansport (road ha&lage for hn:e S

ot reward) (3!)-liberalizing transport in “frofic

tier areas and ceftain, special traffic. A.ditec:
. tive for the standardization of certain rules:

governing . the. issue at: road haulage - lice
ces (3% of 13°May 1965 xmproved and: sim:

1o addition the Council adopted 4 fz:st regu “

lation on passenger ;fmsport by -road (C) S
'The General programme . fof the removal of

restrictions ‘on establishment of 18 December -
1961 . (*%) specifies /the arrangements for
transpott in, its ‘third phase, i.e. the first two -
years of the third stage~ of the. “tran.
sition period (end. of 1967). “The programme
also  makes provision for = measures ~on'

. co-ordination: - of - requirements concemmg

admission to the trade concurrently with ‘the
removal of restrictions. - Measures- concerning

- access to-the market will enable this. co-ord.ma— o

tion to ‘be achieved.

¢) On: transport rates and condntlons certain
problems . were - solved ."by applying- ‘Arti-
ces 79 (15) and."80 of the Treaty. The
removal of discrimination and. support ‘rates .
met with  no ' great dxfﬁcuity (*%).  The
Member States - were ~even . ready .at the
Commission’s suggestiop. t0 . go further ‘than’
these requxrements by way . of concerted

(4) Coungil demsmn of 1 a May' 1965 fg; the stan-
gaverning
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action, pending new tegulations for which the
Commission had 'submitted a ptoposal (27).

The general system of goods transpott fates
and conditions nevertheless remains the most
serious problem to be solved. In 1963 the
Commission submitted a proposal for the
introduction of a rate-bracket system- for all
modes of transport within the Commu-
nity (}%). As no unanimous agreement
could be reached on this proposal, in Decem-
ber 1964 the Council and the Commission
were obliged to seek new ways of solving the
problem.

d) Regarding the application of compe-
tition rules to transport, the Commission has
submitted a draft regulation to the Council.
According to this the general rules are to be
applied to transport undertakings with certain
adjustments to allow for the special features
of the sector (19).

¢) On 28 February 1966 the Council
adopted a decision on procedute for prior
investigation and consultation (2°) as a first
step to co-ordination of investments.

f) The Council has adopted two decisions
on infrastructure costs in traansport which
include a programme for surveys and studies,
the results of which are to provide the
necessary basis for a common financial system
relating to the use of infrastructure (21).

The Commission for its part has adopted
two decisions in putsuance of the first Coun-
cil decision (22).

6. The Commission proposal of May 1963
on rate brackets met with opposition from
one Member State, chiefly concerning the
application of the system to Rhine shipping.

In order to overcome these difficulties-a new
system was wotked out and agreed to on
22 June 1965; this combined the system of
compulsory rates with provisions for a system
of reference rates. This rate system is to be
accompanied by measures to bring into line
the operating conditions of the markets: regu-
lations for admission to the trade of carrier,
rules on vertical and horizontal agreements,
joint solutions of any problems arising from
certain kinds of non-governmental interven-
tion, joint solution of problems in the
apportionment of infrastructure costs, finan-
cial soundness of the railways.

A new feature in the agteement of 22 June
1965 is a timetable for the implementation of
these transport policy measures, to run
concurrently with the rate system. They are
to be implemented within three years of the
coming into force of the new rate system,
except for the financial soundness of railway
undertakings, which will not apply until
31 December 1972.

In order to give effect to the rate system
contained in the agreement of 22 June 1965,
the Commission submitted an amended pro-
posal (23) on 27 October 1965.

17 Pro;)osal for a Council regulation on the aboli-
tion of discrimination in transport rates’ and con-
ditions (Doc. COM(65) 355 final of 6 October

1965).

(18) Proposal for a Council regulation establishin
a rate-bracket system for goods transport by r
road and inland waterway (Doc. COM(63) 168 of
10 May 1963); opinion of the European Parliament
of 18 June 1964 (Official gazette No. 109,
p. 1687/64); opinion of the Economic and Social
Committee of 30 January 1964 (Official gazette
No. 168, p. 2656/64). - N 5

(1) Proposal for a Council regulation making the
rules of competition applicable to transport by rail,
road and inland waterway (Doc. COM(64) 184
final of 4 June 1964); opinion of the European
Parliament of 23 November 1964 (Official gazette
No. 205, p. 3505/64); opinion of the Economic
Social Committee of 27 April 1965 (Official gazette
No. 103, p. 1792/65). This proposal was made in
pursuance of Council Regulation No. 141 of
26 November 1962 on the non-application of Coun-
cil Regulation No. 17 to transport (Official gazette
No. 124, p. 2751/62) and Council Regulation
No. 165 of 9 December 1965 extending the period
for non-application of Council Regulation No. 17
to rail, road and inland water transport (Official
gazette No. 210, p. 3141/65). The new period was
to end on 31 December 1967.

(20) Council Decision of 28 February 1966 estab-
lishing a procedure for consultation concerning
investment in transport infrastructure (Official ga-
zette No. 42, p. 583/662.

(21) Council Decision of 22 June 1964 on a survey
of infrastructure costs in rail, road_ and inland
water transport (Official gazette No. 102, p.
1598/64). Council Decision of 13 May 196§
pursuant _to Article 4 of Council Decision No.
6}1/389/EEC of 22 June 1964 concerning a survey
of infrastructure costs in rail, road and inland
water transport (Official gazette No. 88, p. 1473/65).
(22) Commission Decision of 10 July 196‘& on a
road traffic census in 1965 in pursuance of Council
Decision of 22 June 1964 on a survey of infrastruc-
ture costs in rail, road and inland water transport
(Official - gazette No. 123, p. 2084/642. Commission
Decision of 27 April 1965 on a traffic census and
sample survey on the use of transport infrastructure
to be carried out in 1966 (Official gazette No. 82,

EJ. 1405/65). .
23) Doc. COM(65) 415 of 27 October 1965; opinion
of the Europecan Parliament of 19 January 1966
(Official gazette No. 23, p. 361/66) and of 27 June
1966 (Official gazette No. 130, p. 2429/66); apinion
of the Economic and Social Committee of 29 Sep-
tember 1966 (Doc. CES 70/66).

1II. DIFFERENCES OF OPINION AND MEANS OF RESOLVING THEM

7. The Jdiscussion of the amended proposal
on rates revealed further differences of
opinion on the interpretation and application
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of certain points. These differences wete .
noted by the Council in- its resolution of
20 October 1966.



8. The most important diffetences concerned
the reference rate system. The Commission
was of the opinion that certain safeguards
would be necessary, though without. compro-
mising the free price formation which
characterizes this system under the agreement
of 22 June 1965, to ptevent this freedom
from -having undesirable effects. ~ It had
therefore proposed, first, . that the rates
applied in transport under the reference rate
system should fulfil certain conditions with
regard to the coveting of costs. Secondly it
had proposed that the authorities apply mini-
mum and maximum rates for limited periods
in the event of abuse of dominant positions
of unegonomic -~ competition. The . main
reason for these proposals was that effective
means had to be found to combat distortions
of competition.

One Member State rejected these measures
because in its view they tan counter to the
agreement of 22 Jupe ' 1965 and price
forming under the reference rate system had
to be completely free,

9. The other differences of opinion were
mainly of a technical nature; the two most
important concerned the system for individual
contracts and the publishing of rates.

The Commission had proposed - that special
contracts under. the compulsory rate system
should be justified post facto, i.e. immediately
after conclusion of the transport contract.
Transport firms would however be able to
apply for prior approval. One Member. State
was.of the opinion that such contracts should
be ‘subject to priot apptroval by the authori-
ties, at least when it was a matter of long-term
contfacts. -

For the publishing of rates outside the
“brackets- of both compulsory and reference
rates, the Commission ptoposed a 'mote of
.less. general publication system in which the
“parties to the contract were not named. But
the Member State in question considered that
“the smooth functioning of the market required
much more detailed publicity. In particular
it considered that to give the name of the
carrier - was important to ensure that the
transport user was adequately awate of the
market situation.,

10. ‘The solution of the differences of
opinion will depend on the structure of the
reference rate system. There are also varying
opinions on the kind of public intervention
needed to combat where appropriate the
abuse of dominant positions and uneconomic
competition. :

The existence of these two dangers was not-

disputed by any member of the Council. The
Council resolution of 20 October 1966 stated
expressly that the need to prevent the abuse

6

of dominant positions or uneconomic compe-
tition from causing serious disturbance of the
transport market was unanimously recognized.

Suitable means to obviate these risks must be
found. In particular it must be decided
whether this- can be done otherwise than by
acting .on rates, as the Council suggests in its

~ resolution.

11. The problem of abuse of dominant
positions no longer has any special signifi-
cance in transport because dominant positions
only occur in relations between modes of
transport or within one mode of transport
when there is no effective competition. This
happens only rarely however and can easily
be prevented. . : .

The railways still have a monopoly on certain
routes with limited traffic. The intensifica-
tion of competition from other modes of
transport, in particular road transport, will
make the possibility of abuse of market
power even slighter. Should it still occut,
maximum rates would be the best weapon
against it. Such measures should be used
only temporatily and in cases reported to the
competent authorities.

In road and inland water transport dominant
positions can only occur through the formation
of cartels. The application of the Treaty
competition rules by approptiate procedures
can prevent such practices from having
undesirable effects.

12. Uneconomic "competition on the other
hand is a -particularly complex problem
requiring more delicate handling. ~In - this
case it is necessary to consider separately the
railways on the one hand and road and inland
water transport on .the other.

13. Thanks to intetnal adjustment, which
is feasible because of the wide area over
which they operate, the tfailways, can in
certain cases charge exceptionally low rates.
The dangers inherent in this facility are
particularly great when the railways do' not
have to budget- strictly, the . government
making good any- deficit, more particulatly
when competitors can be completely excluded
by exceptionally low rates, assuming that there
are severe restrictions on the access of other
modes of transport to the market. :

With these points in mind we can suggest
the measures to be adopted to prevent uneco-
nomic competition on the railways, for which
there can be no capacity control.

On the one hand it is essential to accelerate
harmonization measures for the tailways and
more particularly measutes to make them
financially autonomous and run on sound
business principles. : , '
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On the other hand economically undesirable
restrictions on access to the transport market
which still exist in some cases must be
removed. A suitable degree of opening of
the market would frustrate any attempt by
the railways to exclude competition by excep-
tionally low rates. Until these various
measures, some of which can only be intro-
duced gradually, bring about the desired
result, it may be necessary to introduce mini-
mum rates, again according to citcumstances
and on a temporary basis as with maximum
rates,

14. In road and inland water transport a
distinction must be made between two diffet-
ent types of uneconomic competition.

Uneconomic competition is atttibutable either
to excess capacity or to uneconomic behaviout
on the part of the transport firm.

In the first case the situation is capable of
objective determination. It can fairly easily
be kept within bounds. The second case is
on the other hand considerably more difficult
to circumscribe. It may occur at any time
unheralded by objectively recognizable symp-
toms. In both cases seasonal and economic
fluctuations may increase the risks of uneco-
nomic competition.

Thus action against uneconomic competition
calls for very different methods depending on
its causes.

If uneconomic competition tesults from excess
capacity, the method is simple in principle if
not in its application. It is sufficient to see
that excess capacity is not created. It is
therefore appropriate to make provision for
different methods for road and inland water
transport. These methods may also differ
according to the economic features of the
different types of transport.

Particularly for such time as capacity control
has not come fully into effect, uneconomic
competition may be caused by excess capacity.
Consequently the whole system must allow of
recourse, exceptionally and for limited
periods, to selective measures of a different
type, including measures on rates, i.e. mini-
mum rates. -

If uneconomic competition is caused by
uneconomic behaviour on the part of a trans-
port firm, the principal weapon is the elim-
ination of factors making such behaviour
possible. There are two ways of improving
the position here:

i) Careful choice of candidates for the trade
of carrier;

i) Fuller information for catriets so that

they make judicious decisions as regards their
investments and the rates they charge.
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Appropriate regulations on personal qualifi-
cation for admission to the trade, and market
transparency thanks to the publicity measures
envisaged, are particularly important in this
connection.

It is moreover important to see that regula-
tions on social matters, in particular working
conditions, are strictly observed to prevent
uneconomic competition from uneconomic
behaviour of the transport firm.

The risks of such behaviour are particularly
great during the period when quantitative
restrictions ate being relaxed.

15. In cases where differences of opinion
have occurred in the Council on individual
contracts or publishing of rates, and are
mainly of a technical nature, reasonable
compromises should not be difficult to find.
The proposals which the Commission intends
to submit in this connection ate discussed
below.

16. From the foregoing considerations two
important conclusions can be drawn.

First, the abuse of dominant positions is
alteady a rare thing. It will become rarer
still as a competitive transport market is
gradually created. There is no special diffi-
culty in combating such abuse. For railways
the solution may consist in measures concern-
ing rates, for road and inland water transport
in a proper application of the Treaty rules
on competition.

Secondly, uneconomic competition is a much
more complex problem and one which may
have numerous causes. The teal remedies
for abuses of this kind consist in the situation
in each mode of transport. Recourse to meas-
ures on rates and the imposition of minimum
rates can be reserved for residual cases. It
can be assumed that such cases will be few,
occurring mainly during the alignment period
when other measures will not yet have had
their full effect.

As the Council resolution of 20 October 1966
suggests, differences of opinion can be
resolved only by interconnected measures in
the various fields. Up to the present all
progress with' the common transport policy
has been dependent on agreement concerning
rate systems. In future the connections
between the vatious areas of this policy will
have to be looked into again and rate provi-
sions will have to be laid down in the light
of the other regulations, particularly those on
access to the market.
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IV. MEASURES TO BE TAKEN

17. In the Ilght of the foregomg consxder-

“ations the measures: to.be introduced in" the
_various fields ‘can be outlined, as also the
.ways by which they can bé’ mterhnked in

- ‘ofder to- resolve the dnfferences of oplmon on
the rate system,

Thc Commission’ is of the .opinion that the
‘main - causes -of uneconomic competition can
‘be removed ptincipally by means unconnected
with rates. - Measures on - rates - are 1o
‘reserved for residual cases, which will prob-
" ably be rare, in which signs of abuse of
matket power Of uneconomic competition
st:ll occur. .

- A, Measures unconnected- with rates

18. . Measures to. remove the causes of prac-
‘tices - which distort -~ competition are: to be
1ntroduced in the following fields: harmoni-
zation of conditions of competition, apportion-
“ment of infrasttucture costs, ‘application of
competition rules adapted to transport and
acéess to the market. - )

a) Harmonlzatnon of conditions
of compentxon

~ 19, - Application of the decision of 13 May
21965 is to be. regarded .as an important task
for -the Community institutions as. regards
ensuring the: proper functioning of a comipe-
- titive. transpost market. - The decision -is to
. be applied in- conjunction with liberalization.

Ie must be realized however that there .are
serious difficulties in the way of meeting any
final * date -set by ' the  Council. .These
result from " the complex and fundamental
. differences: of opinion -between the Member
- States which have .come to light while the
practical arrangements. were being worked out.

" The achievement of financial stability for the

railways, whxch depends on- sound business -

t: and especmlly on efforts. to
achieve opnmum size. of these -undertakings,
must be given high priority. -Another marter
of ptiority is the adoption and application: of
social measures. FHarmonization of taxation
should: also have hlgh priority, particularly
vehicle taxation.

b) Apportionment of infrastruc-
. tute costs : :

20, - 'The . appomodment of ‘infrastrucrure
COStS, far which the Council emphasized the
txeed in its résolution -of 20 October 1966, is

“a corollaty ta the harmonization of conditions:

" of ‘competition.
‘dent measure.

It-is, howevér, an indepe;i-

A complete sohmon of t‘hls problcm in the
form of a common financial systetn - for the
use of infrastructure can only be reached when
the ‘sutveys and studies which the Member
States and the Commission  are currently
carrying out. are complete. The Commission
however econsiders that it will shortly be

-possible to introduce partial measures on the

basis ‘of the first results, which will permit
action to be taken in this field without ‘pre-
judging the ultimate solution. .

The .Commission’s ideas on this matter -and
its-programme are: given in the annex to this
memorandum, A  first series of measures,
¢oncetns the. harmonization of motor. yehicle
taxes, a survey. of the situation as :egards the
covering “of - infrastructure costs in - inland :
water transport and provisional standardization
of accounts of transport infrastructyre expend-
itute. These measures would need to:be fol-
lowed by harmonization of the rates of motor -
vehicle taxes and supplemented by a eview
of the purposes of specific taxation in trans-’
port and, where apptopriate, commion. rules
on’ the use made of the proceeds.” of . such
taxation. T

¢}  Ruleson competition

21. The Commission proposal of 4 June:
1964 (%) makes rail, road-and inland ‘water
transport in prmcnple subject to the rules of
Regulation No. 17 pursuant to Articles 853"
and 86 of the Treaty. But in view of the
special features. of [the transport  sector it

exempts certain . classes of agreemients. The
Commission 'did not -consider ‘this first list
of exemptions as exhaustive. - It recornmended
an enquirf; into the situation regarding trans-~
port cartels with a view to supplementing the
list as necessary and to the requisite -adjusts.
ment of competition fules to the needs of'
common transpost policy.

The Member States. felt that suth an’ enguiry
was superfluous. -~ They had sufficient inform-
ation to be able to discuss the whole problem.

In. these circumstances, and as an_ enquiry’
would be a lengthy ‘matter — though this
was acceptable at the time when the proposal
was submitted — the Commission considers

that the examination. of the proposal should °

" be continued without delay and. in particular

that the list of exemptions should be supple--
mented as necessary oo the . basis of infor- .
mation supplied by the .Member States. -~

(28) See footnote No. 17.
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The proposed measutes would help appre-
ciably to eliminate the possibility of abuse of
dominant positions, Naturally the list of
exemptions must not be lengthened so far as
to defeat the purpose of the proposal.

d) Access to the market

22. 'The measures on access to the market
in road and inland water transport have two
features:

1) Control of capacity;

2) Conditions for admission to the trade of
carrier.

It has been seen from comments in the pre-
ceding section that supetvision of capacity is
vitally impottant for the proper functioning
of the market in general and for the elimi-
nation of the causes of uneconomic competi-
tion in particular. -

The general scheme for capacity control must
be in keeping with the spirit of the common
transport policy, which is designed to create
a transport matket governed by competition.
Capacity control must not consist of a set of
rules intended to replace the play of competi-
tion and to bring about an arbitrary distribu-
tion of traffic between the modes of transport.
It should on the contrary be used to allow
market forces to bring about the economically
desired effects.” Capacity control should there-
fore create conditions which enable an accept-
able balance between supply and demand to be
ensured. Hence it should prevent the occur-
rence both of excess capacity and of
deficiency.

This objective can be achieved by the intro-
duction of a system of licences which should
not be economically restrictive. The details
of such a system must be adapted to the
special features of toad and inland water
transport.

23. For goods traffic by inland waterway
the Commission will submit a proposal to
the Council on the basis of its memotandum
of 22 June 1966 (2*) taking into account the
studies made in accordance with the Council
resolution of 20 October 1966. This pto-
posal will concern both inland and interna-
tional transport.

24. For goods traffic by road the Commis-
sion will also submit a proposal to the Coun-
cil as soon as possible. This proposal will
concern inland transport. It will supplement
the draft regulation on the establishment of
a Community quota which the Council has
already apptoved (29).
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25. The Commission considers that the
future Community system of capacity control
can be introduced only gradually in view of
the present fundamental differences between
the national regulations. In this way it is
hoped to avoid disturbances and allow trans-
port firms time to adjust themselves to the
pew situation. This is particulatly true in
all cases when prevailing regulations atre
applied restrictively.

26. It is inadvisable however for the Coun-
cil to wait until it has apptoved capacity
control for inland road haulage before bring-
ing into force the regulation establishing a
Community quota for goods traffic by road
between the Member States. In this way the
problem of capacity control will be solved
for international transport. This should help
towards the solution of rate problems in this
type of transport.

27. ‘The Commission will submit, concus-
rently with its proposals for capacity control,
proposals concerning conditions for admission
to the trade of carrier.

In order to make these measures as effective
as possible (since their purpose is to ‘ensure
the suitable selection of candidates for the
trade of carrier) efforts should also be made
in vocational training. In addition it will be
necessary to promote the rationalization of
management methods, notably by standard-
izing accounting systems.

Finally, the concentration and co-operation of
firms should be promoted by suitable meas-
ures, in patticular the elimination of tax
obstacles. ~ In this way they will be made
more competitive and their position in the
market will be more stable.

As the national situations differ in these

matters, Community solutions can only be
introduced gradually.

28. According to Article 75(1b) of the

" Treaty the Council must lay down the condi-

tions for admission of non-resident carriers
to the trade before the end of the transition
period.

In the proposals which the Commission is to
submit to the Council to regulate access to
road and inland water transport this require-
ment will be taken into account. The intro-
duction of Community regulations for access
to the market in its various forms will
assuredly facilitate the solution of this
problem.

(24) Doc. SEC(66) 1983.
(25) See footnote No. 39.



B. Measures concerning rates

29. By making it possible to eliminate the
main causes of abuses of dominant positions
and in particular uneconomic competition,
the measures just mentioned considerably
nartow the scope of the measures concerning
rates which caused disagteement in the
Council. - This is true at least where these
disagreements concerned the system of refet-
ence rates. For private contracts and the
publishing of rates, on the other hand,
appropriate solutions will have to be sought
in the framework of the rates system itself.

4) Reference rates system

30. As regards the teference system it would
be possible under the body of regulations
envisaged to dispense with the general obli-
gations provided for in Article 3(2) of the
:ir9ng§1ded Commission proposal of 27 October

In the agreement of- 22 June 1965 these
obligations essentially concerned railways and
were aimed at restraining them from indulg-
ing in practices which could lead to unecono-
mic competition. It would- seem that this
could be largely effected by the above-men-
tioned measures which do not concern rates.
It may be thought that these measures can be
applied, at least in patt,” between now and
the time when reference rates are extended to
this form of transport. The exceptional risks
which might still arise then can be dealt with
by selective and temporary measures.

As regards the other forms of transport,
measures not relating to rates and, in parti-
cular, appropriate rules concerning access to
the market, will largely suffice to prevent
abuses.

31. Freedom to apply maximum and mini-
mum rates exceptionally and temporarily
should be maintained.

The possibility of imposing maximum rates
would be limited to rail transpott alone.

The abuse of dominant positions in road and
inland water transport would be prevented
by appropriate rules on competition.

The proposed widening of the range of means
to combat uneconomic competition makes it
possible considerably to reduce the scope of
the imposition of minimum rates. In fact,
up to the present, this means of intervention
has been the only possible remedy against
such competition. From now on it would
need to be applied only exceptionally.

As regards the imposition of minimum rates
we must distinguish two cases of uneconomic
competition mentioned in the preceding
section (29):

10

Uneconomic competition arising from ovet-
capacity;

Uneconomic competition resulting from °
uneconomic behaviour by transport enter-
prises.

In the case of uneconomic competition
brought about by over-capacity, it should be
open to -the authorities temporarily to fix
minimum rates for all or a part of the
market where this occuts. But the excep-
tional natute of this measure requires that
the authority competent to control capacity
should formally state, giving its reasons, that
the means of controlling capacity have been

exhausted.

When transport firms act in ‘an uneconomic
manner, the authorities will intervene by
imposing . minimum rates after complaints
have been received from competing firms in
the country concerned ot in other Community
countries.

In order to check whether such a complaint
is justified and to decide on the measures to
be taken, the competent authorities will need
to be empoweted to examine the accounts of
the firm complained of. Such an examina-
tion would be directed particularly to the
relation between the rates applied by the firm
and its real costs.

If it is found that the behaviour of the trans-
port firm concerned has been uneconomic the
authority will be able to fix minimum rates.
In general cases these measures would cover
all transport by the carrier concerned or a
specific opefation. In specific cases they
could be replaced by the obligation to ensute
a reasonable balance between rates and costs.

The imposition of minimum rates both in the
case of uneconomic competition arising from
over-capacity and in that of uneconomic
competition arising ffom ~ unbusinesslike
behaviour on the part of cartiers does not rule
out prior or post facto authorization of private
contracts where appropriate.

If they have a bearing on the Common
Matket the exceptional and temporary tariff
measures must fit into a Community - proce-
dure similar to that laid down for safeguard
measures (27). In other cases notification to-
the Commission will suffice.

Selective and temporary action ‘on rates may
differ according to the mode of transport.

It should be noted that the need for such
measutes will diminish as artangements out-
side the field of rates begin to produce their
effects.

@) See sec. 14,
(27) See secs. 35, 36.
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The progtessive introduction of these arrange-
ments will modify factual situations on the
transport market. It is with this in mind
that the Commission has proposed that the
regulations should be reviewed by the Coun-
cil at regular intervals. The Council would
be able to take account of lessons learned and
of changes in the situation resulting from the
introduction of petmanent atrangements not
concerned with rates.

These new arrangements would make it pos-
sible to drop Article 10 of the amended draft
regulation on rates of 27 October 1965, which
was one of the major points of disagreement
in the Council.

32. From a more general angle it may be
asked whether in order to maintain balance
the abandonment of the obligations concern-
ing price formation under the reference rates
system, which in the first stage applies only
to international waterway traffic, does not
tequire telaxation of the system planned for
the other forms of transport. Such relaxation
could take the form of an earlier extension
of reference rates to certain rajl and road
traffic.

For this purpose it would seem advisable that
the Council should re-examine, at regular
intervals and in the light of lessons learned
during the preceding period, the situation of
the categories of traffic which would continue
to be subject to compulsory rates.

b) Special contracts

33. The divergences which appeared in the
Council concerning the system for special
contracts were largely of a technical nature.
It will be possible to overcome them if agree-
ment is reached on the central problems
which have just been examined.

The Commission may adopt the opinion of
the majority of Council members which
leaves carriets the choice between prior
apptoval and post facto justification of the
contracts they have concluded. It considets
that a liberal approach of this kind is
necessary not only for practical teasons but
also because it is fair., Care must be taken
not to impose on catriers subject to compul-
sory rates an excessively rigorous system in
comparison with reference rates.

¢) Publishing of transport rates
and conditions

34. ‘The Commission has throughout stressed
the importance it attaches to adequate publi-
city for transport rates and conditions. It
considers this an essential element both in
the general organization of the transport
market and in the prevention of discriminatory
practices.
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The arrangements proposed by the Commis-
sion already aim at ensuring wide publication
but it would seem advisable to strengthen
them further. It becomes even more urgent
to ensure satisfactory market transparency if
obligations on rates are eased, as proposed
above.

After the discussions which have taken place
only one important point is still outstanding
i.e. publishing the name of the carrier.

Taking into account the experience of ECSC
in this field there is one approach which could
lead to agreement. As regards inland trans-
port, during the alignment phase at least,
Member States could at their discretion make
known or not make known the identity of the
carrier. For transport between the Member
States the carrier’s name would not be
published but merely communicated by the
responsible authorities to interested parties
at their request.

C. Safeguard measures

35. The above-mentioned measures to
establish a common transport policy will
create a Community market organization based
on the principle of competition. This organ-
ization must include precautionary measures
to meet residual risks which can distort
competition, patticularly during the phase of
alignment of national policies. Furthermore,
if the national authorities were to be compe-
tent to take such measures, Community cri-
teria would have to be prescribed. But the
exceptional and temporary measures would
also be fitted into a Community procedure.

This system is based on the assumption of an
expanding economy. It does not allow suf-
ficiently for situations in which this condition
would be lacking, and particularly for a
general recession. Although it would be
going too far to base all the regulations for
the common transport system on the possibi-
lity of a recession, and thus to jeopardize the
effectiveness of this system in a period of
expansion, it would nevertheless be impru-
dent not to provide against such a situation.
The Commission has thetefore proposed that
the Member States be empowered, by a safe-
guard clause, to take appropriate measures to
meet such situations.

The Commission believes that these measures
should be based on the same principles as
those proposed for the organization of the
market and for exceptional action against
residual risks. The criteria and the procedure
would be of a Community nature.



36. The safeguard ::lause has two objects:

). To temedy setious disturbances tesulting
from the general economic trend;

&) To ward off grave disnirb_ances which
the application of the Community transport
marker arrangements might entail.

The' situations which must be faced are thus
of the same nature as those ‘referred to in
Article 226 of the Treaty. - In defining both
the content and the procedure of this safe-
guard. clause the best: approach would there-
ﬁ(&)rc_ 1be to follow the provisions of the said
Article. ‘ :

As the problem of a safeguard clause arises
for both the rate systems and for the regula-
tions on access fo the market and, where
applicable, to other fields, it would . seem
advisable to incorporate in each of these

regulations: the  same model clause, which-

could be drawn up ‘when the rates systems are
being discussed.

The wording of Article 25 of the amended
proposal for- a regulation on rates should
therefore be reviewed in the light of the
- above considerations. :

D. Market supervision

37. The proposed Transport -Market Super-
vision Committee may be thought of 'either

.

- tjon on. rates submi

as a body with general competénce or.as 4 = o

specialized. body for rate systems whose.rele
would be progressively expanded. . It seems

unlikely that the disagreement which emerged-

on this point will prove intractable.

The concept -of such a body, which was
envisaged in the first proposal for a regula- .

by ‘the Commission
in 1963, was developed in the agreement of -
22 June 1965 as one of the elements of the
new rates. system. This is why thé Commis-
sion, in its amended proposal of 27:Octobet
1965, provided for the sétting up of - a
Market - Supervisioni . Committee - empowetred
exclusively to deal with rates, although it
was not ruled out ¢ priors that the Comimit-

‘tee’s competence might not later be extended

to other fields.

Since it is now envisaged to put into effect
certain co-ordinated measures in the different
fields of common transport -policy, " the
Commission can indicate its preference for
the immediate establishment of a Market
Supervision Committee with general powers.
This Committee will be able to assist the
Commission in its task of -supetvising the
transport market, observing the effects of the
various measures and making suggestions for
their application in the different fields.

As provided for in the agreement of 23 June
1965 and again in Article 19 of the Commis- -
sion proposal of 27 October . 1963, this
Committee will have an advisory  role.

V. PROGRAMME

38.° We have seen from the foregoing consid-
erations _that neither the. general aims and

. guidelines' of the common transport policy

nor the few measures already taken to establish
it are called: in question. ~The same' is true
in principle of the Council agreement of
22 June' 1965, which must however "be
applied. in a2 new perspective.. So far the
. development ‘of the common transport policy

" has been subordinated  to- an agteement on
rate systems.  From now on measures uncon-
nected with - rates will determine ~the scope
and content of the rules relating to transport

rates and conditions. "

With ‘this new approach it is possible to lay
down a practical programme focused on a
twofold priority, . Priotity is given to  the
- rules. applicable to- transport between the
. Member  States, on the one hand, and to
measures: intended to normalize market condi-
tions i.e. harmonization of the conditions of
competition and regulations on access, on the
other. ) - - ’
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39. The priotity given to rules on transport
between the Member, States must not be inter-

-preted- as meaning that the common -trans-

port policy could be limited metely to a sys-
tem governing such. traffic and thag this is
all that would be necessaty to ensure the
proper functioning of . the industrial and
agricultural common _ market. - On. the
conttary, the establishment. both of the
common transport matket and of the common
industrial “and- agricultural market rfequifes
the application of common rules covering the
whole transport sector. ‘This priority is how-
ever justified by the fact that Article 75 of
the Treaty lays down that the common rules:
for -international transport shall be' adopted
before the end of the transition period. -As
far as transport is concetned the Treaty fixes -
time-limits only for these measures and for
the admission of non-resident ‘carriers to the

“trade. :

The  discussions -to . which the - Commission
proposals gave rise showed that broad-agree--
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ment already existed in this respect in the
Council. From the angle of the overall solu-
tion set out above, and without waiting for
all the measures to be decided on in every
detail, there should be no reason for the Coun-
cil not to put into force in the near future
the main regulations on transport between
Member States both as regards rates and
access to the market. Moreover the essential
measures  concerning commercial  traffic
between the Member States must come into
force on 1 July 1968 at the same time as
the customs union and the agricultural
common market. This is in keeping with the
idea of gradual implementation characteristic
of Community action in other fields.

40. But there are other sectors in which
measutes concerning transport between Mem-
ber States and within individual Member
States must be introduced shortly. Some of
these measures have to be adopted and
applied without delay. Others should be
agreed to immediately but may be imple-
mented later.

The decision of 13 May 1965 already provides
for harmonization of the chief arrangements
affecting competition and lays down the time-
table for them.

Partial solutions are envisaged as regards infra-
structure COSts.

As to application of the rules on competition,
it should be possible to reach agreement
rapidly on the Commission’s proposal and
in harmony with the considerations set out
above.

The Commission will submit proposals on
capacity control and conditions of admission
to the trade as regards goods transpott both
by road and inland waterway.

41. In the light of these considerations the
Commission submits to the Council the fol-
lowing programme, which has two phases:

A. First phase

42, The first phase should be implemented
immediately and not extend beyond
31 December 1969 (the end of the transition
period). However, in this initial phase cer-
tain measures which are essential for transport
between Member States will have to be taken
in good time to come into force by 1 July
1968 (date of the establishment of customs
union and of the common agricultural
market).
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2) Harmonization of conditions
of competition

i) Adoption and putting into effect of pro-
posals already submitted to the Council in
pursuance of the decision of 13 May 1965;

ii) Adoption of proposals for the further
application of this decision with the excep-
tion of the arrangements set out in sec. 44
below.

b) Apportionment of infrastruc-
ture costs

Adoption of proposals for transitional meas-
ures (harmonization of the structures of taxes
on commertcial vehicles and first alignment of
taxes on vehicles and fuel; examination of the
contribution of inland water transport firms
to infrastructure costs; provisional normali-
zation of the accounting of infrastructure
€osts).

¢) Rules on competition

Adoption and putting into effect of the pro-
posed regulation of 4 June 1964 if necessary
after completing the list of exceptions.

d) Access to the market

Road transport

i) Final adoption by the Council and putting
into effect on 1 January 1968 of the draft
regulation on a Community quota and the
adjustment of bilateral quotas;

ii) Adoption of a draft regulation (to be
submitted shortly by the Commission) concern-
ing access to the transport market and laying
down:

2) Goods transport capacity control meas-
ures at national level;

b) Conditions for admission to the trade;

¢) Conditions for the admission of non-
resident cartiers to the transport market in a
Member State.

iii) Adoption of draft directives on the
removal of restrictions on establishment.
Inland water transport

i) Adoption and putting into effect of a
regulation (shortly to be submitted by the
Commission) concerning access to the trans-
port market and laying down:

4) Capacity control measures for goods;

b) Conditions for admission to the trade;

13



¢) Conditions for the admission of non-
resident carriers to the transpott market in a
Member State.

ii). Adoption and  putting into effect of
directives concetning the removal of restric-
tions on establishment.

e) Rate systems

Adoption and implementation on 1 January
1968 . of the measures laid down for
the first stage: by the agreement of
22 June 1965 for transport between Member
States incorpotating the changes proposed in
the present memorandum, in particular:

a) Abolition of any limitation in the refer-
ence rates (abandonment of Article 3, sec. 2
- (2 and 3) and of Article 10 of the amended
proposal of 27 October 1965;

b) Introduction' of provisions to allow
exceptional and temporary arrangements on
rates (28);

¢) Widening of the system governing

publication to allow the name of the carrier.

to be communicated (change in Article 15
<])f9 6;1)1e amended proposal of 27 October

4) Adjustment of the general safeguard
clause (2°) (Article 25 of the amended pro-
posal of 27 October 1965).

=

f) Market supervision

Adoption and putting into effect of a regu-
lation (shortly to be proposed by the Commis-
sion) providing for' the establishment of a
supervisory Committee competent . for the
application of all regulations to be drawn up
in connection with the implementation of the
common transport policy.

43. The execution of the programme pro-
posed for the first phase would make it pos-
sible to define the main lines of the common
transport policy and to apply important meas-
ures either to the whole transport sector
(harmonization, apportionment -of infrastruc-
ture costs, rules of competition) ot to traffic
between Member States only (rules on rates
and on road capacity). As regards regulations
on access to the market, if these wete also
adopted duting this first phase they would
nevertheless not come into force until the
second phase. This would be done jointly
with the development of the rate system in
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transport between Member States and its
extension to inland transport, the content of
which it largely determines.

B. Second phase

44. In this phase, which will begin on
1 January 1970 and last for three yeats, the
rate system will be completed by the imple-
mentation of common rules on inland trans-
port and by the development of those applic-
able to  transport between the Member
States. Furthermore the regulations on access
to the market adopted during the fitst stage
would be implemented, and harmonization of
the conditions of competition and the defini-
tion of the common financial system for the
use of infrastructure would be completed.

2) Rate system

Implementation of the arrangements laid
down for the second stage by the agreement
of 22 June 1965 taking into account the pro-
posals in the present memorandum concerning
the reference rates system and in particular
the exceptional and temporary intervention
measures (28).

») Access to the market

Implementation of the regulations on access
to the market in inland road and watet
transport,

¢) Harmonization of conditions
of competition

Implementation of the remainingbrovisions
of the decision of 13 May 1965, ie.:

Harmonization of the rules governing finan-
cial telations between railway undertakings
and the States;

- Social provisions applicable to railways.

d) Apportionment of infrastruc-
ture costs

Definition of the common financial system
applicable to the use of infrastructures (in
this context final harmonization of taxes on
vehicles and fuels).

(28g See sec. 31.
(29) See sec. 35.
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ANNEX

PROGRESS OF INFRASTRUCTURE COST STUDIES

1. At its session of 28 July 1966 on trans-
port questions, the Council was informed by
the Commission that the pilot study would
be delayed about a year and a half. The
Commission added that this delay was due
both to the complexity of the subject, the full
scope of which could not be foreseen, and to
the circumstance that the French Govern-
ment, whose help with the pilot study the
Commission had requested as early as
1 June 1965 had not been able to give its
assent until 6 April 1966.

It will be even less possible to make up the
lost time as it became apparent immediately
after the decision of 13 May 1965 that the
schedule laid down by the decision of
22 June 1964 was too tight.

2. The most important consequence of the
delay in carrying out the pilot study is that
the report on the general results of the enquiry
and the study on the way costs ate to be
met, which the Commission was to submit to
the Council before 30 June 1968, and the
discussion of which should have made it
possible to decide the principles and details
of the future financial system for the use of

infrastructures, cannot be drawn up before -

the end of 1969.

Faced with this situation, and being anxious
to mitigate as far as possible the negative
effects of the postponement of a final solution
to a too temote date, the Commission had
already informed the Council on 28 July
1966 that it was studying the possibility of
intermediate solutions which would make some
headway with the apportionment of infra-
structure costs without waiting until all the
results of the different surveys were available.

The statements of certain Council members
at the session of 28 July 1966 confirmed the
Commission in its resolve to endeavour to
seek new approaches for the solution of the
infrastructure costs problem and thus to effect
a better balance between measures in the
various areas of common transport policy.
This point of view was further corroborated
by the general trend of the discussions in the
Council session of 19-20 October 1966 and
by the resolution adopted on their conclusion.

3. After obtaining the opinion of the
Committee of government experts assisting it
in studies of transport costs, the Commission
concluded that the negative effects of the delay
in various infrastructure costs studies could
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in fact be attenuated to some extent by adopt-
ing partial measures.

Although the financial system for the use of
infrastructures can only be fully defined on
the basis of all the studies called for by
earlier Council decisions, i.e. the record of
expenditures for 1966, the pilot study and
the studies on special cases, 1t would appear
that the material which will be made available
by the stduies actually in progress — the
record of expenditures and the pilot study —
will suffice for partial but significant meas-
ures to be worked out.

4. Such measures must satisfy the following
conditions:

In the first place, saving exceptions, they must
be based on the results of the studies in hand.
They cannot therefore be formally proposed
by the Commission and agreed to by the
Council until the results of these studies,
which are due to be concluded by 31 Decem-
ber 1967, are available.

In the second place, they must fit into the
future financial system governing the use of
infrastructure.

Thirdly, they must as far as possible not pre-
judge this system i.e. they must leave open
the choice between the solutions defined by
the Council in Annex 3 to its decision of
13 May 1965.

Fourthly, the measures in question must
contribute towards aligning the conditions of
competition between the three types of trans-
port and within each type.

On the basis of these criteria the Commission
informs the Council of its intention to
continue study of the possibility of partial
measures in certain fields where it is urgent
to clear up a confused situation and to adopt
equitable and economically sound solutions.

5. Befote going on to examine possible
measutes a few further rematks should be
made to define the scope of this study.

Obviously there can be no question of
defining forthwith and in every detail how
the measures in question will be applied.
Such detailed procedures can only be
laid down in the light of the studies at
present going on. Any other approach would
be likely to lead to solutions without any
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- solid foundation and Qavhxise practical effects
_ it would be.impossible to appraise.

: “Thys,. until- such time as the'ind.ispensable
figures ate -available, the examination which -

' .the Commission can carry out at the present

- 'stage can -only deal with the general lines of

approach and with the principles which may
- be adopted later.

6. One final point of a-genetal nature is
" worth fuller discussion.

There is no common solution to the problem
of - apportioning infrastructure costs which
can “be put into effect at a stroke of the pen.
Present situations are so far removed . from
the final objectives in this field that they
call for a long transition stage duting which
the situations ‘both" as een the different
- ‘modes of -transpott and the different coun-
_tries should be gradually brought into line.

It is this need which explains the gradualness
of the action described in detail in the follow-
ing paragraphs. This approach can best be
illgstrated by the example of-road transpott
but it also-applies mutatis musandis to inland
‘waterways. - '

For toad transport the first measure would
be harmonization of vehicle taxes. This
would be a useful beginning to a common
solution of the problem of -apportioning infra-
structure costs for this sector but it would
have to be' followed, at more or less close
intervals, by ‘other measures. .

The second measure —  which could usefully
be preceded by a fitst alignment of rates —
would be to unify the rates of tax on vehicles
and “fuels. : :

These two measures would need to be sup-
plemented by a new definition of the role of
specific -taxation and, where apptopriate,
common rules on the purposes to which the
proceeds .of suchtaxation afe applied.

We thus see that, beginning with the most
urgent problems, we proceed gradually to the
most complex ' questions  of substance, and
that the solutions found for each of these
problems fit into 2 general concept and lead
up to the definition of a coherent policy.

7. Following the general guidelines and in
the framework thus defined, the Commission
has put in hand a study of the following prob-
lems which could be covered by a first-batch
of measures. ‘

3) Harmonization of

taxes on commercial
vebicles o

1t is noted that the ‘present structures of these
taxes vary greatly from one country to another.
~There can be no doubt that this state of
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affairs‘ is* likely -to distort - c‘enditibnsﬁ' of

_ competition.

Apart from being very different from country
to country the present structufes seem to take
only very small account of the relationships
between the costs: occasioned by thevatious
categoriés of vehicles, particularly heavy and
very heavy lorties. S ‘ )

The pilot study will supply the necessary data
for, arr appraisal of the factors to be taken into
account in the wear and tear-of road surfaces.
In particular it will give precise information

on the influence  of axle loads” in
this réspect. . On the . basis’  of ' this
information © it should ~ be . -possible . to

fix a tax structute more in keeping-with the .
relationship between the - costs caused by
vehicles of different categories and which will
help towards greater neutrality of conditions
of competition as between the different modes
of transport.

Harmonization on these lines should take
into account the incidence of fuel taxes, It .
is possible that by approaching the. matter
from this angle new prospects for a solution
of -the problem of weights and -dimensions
will be opened up and discussion of this
question placed in a more clearly economic
context. . R

It must be emphasized that the harmonization
of structures cannot be separated from stan-
dardization of the bases of assessment of
motor vehicle tax. Aecording to Article 2 of
the Council decision of 13 May 1965 on the
harmonization of certain arrangements affect-
ing competition. in traasport this must be

- done by 1 January 1968.

Harmonization of ‘tax structures would only
be a first stage on- the way to complete har-
monization of the systems of tax and specific
dues in foad transport ‘as” explained in. para-
graph 6. It must be supplemented by har-
monization of the rates of vehicle and fuel
taxes which also’ vary greatly from one
country to another. Paragraph 8 below deals
with this point. "

b) Review of the situation of inland- water- -
ways 45 regards the covering of -infrastructure
cOsts < :

As things stand at present internal water-
ways seem-to be the type of transport which
‘makes the smallest contribution to bearing ‘its
infrastructure costs. . This - situation -poses
specially grave problems from thé angle of
competition between modes of transport, since
the chief competitors of inland waterways,
the railways, in principle bear all their infra-
structure ‘COsts. o .

We may, of course, consider that things are *
different in practice, since the railways gener-- .
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ally run at a loss and the State, which covers
this loss by subsidies, thereby beats part of
the infrastructure costs. At present it is
difficult to decide this question clearly
because the railways also bear public setvice
and other obligations for which, according to
the Council decision of 13 May 1965 on the
harmonization of conditions of competition,
they must be compensated by the public
authorities.

Whatever outr opinion on the present situa-
tion there is no gain-saying that implement-
ation of the harmonization decision will
gradually oblige the railways to bear all
their infrastructure costs under the arrange-
ments for the financial autonomy of this
mode of transpott. It therefore seems appro-
priate to tackle forthwith the problem of
inland water transport by the same gradual
process.

It should be stressed that great caution is
called for in this field particulatly. Any
substantial increase of the proportion of
infrastructure costs botne by inland water
transport would be likely to cause consider-
able disturbances and thus raise more prob-
lems than it would solve. This is specially
true of a large number of waterways on
which traffic is very small.

The measures to be taken, whose principles
and details must be carefully studied, will
consequently have to allow both for the need
for very gradual application enabling inland
water transport to adapt itself to the new
situation and for the divergent positions
according to countries and also accotding to
the technical features and traffic of the
various waterways. The enquiry into expend-
iture in 1966 and into the proceeds of tolls
will supply the necessary factors for this
appraisal.

1t is of course clear that these measures must
inclade harmonization of ratios between the
contributions of the different types of vessels.

Jt should finally be pointed out that the
Commission considers the solution discussed
here ptreferable to granting the railways
compensation for the extra infrastructure
charges they are assumed to bear in compa-
rison with waterways. Apart from the
disputes which such a solution would certainly
provoke, particularly as regards calculation
of compensation, its effect would be to make
the State bear the same charge twice, once in
the form of compensation to the railways, and
the second time by meeting waterway infra-
structure chatges.

¢) Provisional normalization of the account-
ing of infrastructure expenditure

Council decision No. 64/389/CEE requires
the Commission to submit by 30 June 1968

S. 3-1967

proposals for the introduction of permanent
and uniform arrangements in the accounting
of infrastructure expenditure and receipts.

Although this time-limit is not affected by
the delay in carrying out the pilot study, the
Commission thinks it would be appropriate
to stipulate that, beginning in 1968, there
should be uniform accounting for infrastruc-
ture expenditure following a simplified plan.
Such a measure would make reliable figures
available in a short time, whereas the final
accounting system could hardly be introduced
before 1970 in view of the time required both
for the Council decision and for preparations
to give effect to it in the different countries.

The simplified scheme of presentation would,
of course, accord with the structure of the
final system which would merely be broken
down into greater detail.

The early introduction of accounting arrange-
ments is particularly advantageous in connec-
tion with the pattial solutions shortly planned
for various problems, in patticular in inland
watet transport. It would make available
basic data in relation to which the solutions
chosen could be adapted or adjusted as might
prove necessary.

8. The Commission considers that the meas-
ures outlined above would remedy certain
particularly unsatisfactory situations and would
help to prepare the general financial system
to be applied to the use of infrastructures.

However, it would seem advisable not to
stop at these initial measures and to put in
hand forthwith a study of the measures to be
taken at later stages, at least for road trans-
port. In this way the Council will have a
fuller picture of future action in this field
and this may facilitate solution of the ptob-
lem of rate .systems and access to the
market.

Action would then proceed gradually as
follows:

@) In the first stage rates of taxes on
vehicles and fuels would be finally
harmonized.

The progress of studies on infrastructure
costs will provide the necessary background
for this measure;

b) In the following stages two problems of
fundamental importance for policy regarding
the financial system for the use of infrastruc-
tures will have to be solved.

First, the exact part played by the specific
taxation of transport will need to be defined.
Should taxation be simply an instrument for
charging for the use of infrastructures or
should it also serve other ends?
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Secondly, the question should be examined
whether and to what extent receipts of all
kinds arising from charges for the users of
roads and inland waterways should be
employed to finance expenditure on upkeep,
opetation and investment. Such use of

funds, the principle of which seems to be
logical in any rational concept of the finan-
cial system for infrastructure utilization, dnd
which moreover would have considerable
practical and psychological advantages, could
be introduced gradually. -
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