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I. Introduction

1. In January tho Commipsion submitted a proposal to end
fiscal distortion of compotition, following a two-stage
procoduro. (1)

The first, up to tho cond of 1992, will allow a few urgent
corractions to tho current gituation, including
roctructuring of the bacos of vehicle assessment by adopting
the nazimun permiscible weight ac the criterion in every
Mcmbor Stato, & procoduroc to narrow the gaps between the
currant «ox ratog end & ¢clauso to prevent any worsening of
tho preseont dipstortion.

The cocond phase, aftor 1992, will be marked by the
intreduction of taxction based on the principle of
territorielity. Thlp principle moang that the zllocation of
infrastructure conto 1o fizxed for each category of vehicle,
in accordance principally with the use made of road
infraotructure in the Community.

2. The Commiscsion bancd ites proposals on reports which
revoaled big imbalances in tho uso made of road
infrastructure by hauliocrs of differont nationalitiern.(2)

Vhat ip more, compleotion of the intornal market and tho
ascoclated frecdon to provide transport services will only
accontuate thip state of affairs. From 1 January 1993,
qualificd road hauliors will no longer be confined to their
own country'ps markot, with only limited openings to the
intra=-Community, as they are today. Instead, the whole
intra-Community markot will be oponed up to all such
carriers, who are cortain to exploit it.

The gradual opening=-up of cabotage (allecwing non-residents
accons to the national narket) will add fuel to this
phenocmenon. Scoon, hauliocrs will be planning their
commercial strategy on a Community scale alone.

Infrastructure usage will reflect this change in business

ptrategy. Only a rogintration tax based on the principle of
torritoriality is compatible with this change of scale.

(1) OJ € 79 of 26 March 1988.

(2) OJ € 79 of 26 March 1988; COM(86) 750 firal of
10 Docember 1986.
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The latest report concluded that "the Commission will see to
it that in preparing its forthcoming proposals these
imbalances and their consequoncos will be duly taken into
ccoount and that the taxation principle to be adopted will
guaranteo, on tho ono hand, an approximation of competitive
conditiono whilot onouring, on the othor hand, that
infrastructurc conts would be effectively borne, over the
whole of the Community's torritory, by these who actually
uce it.(1) .

3. Aftor discuscing the proposal and the two reportp the
Council concluded thet the tochnical meoasures proposed by
the Comrmispion for the f£irst phaoe voro nufficiently
detailed for tho roquiolte dccisions to be taken, though
they arec otill awaited.

For tho oecond phapo - introduction of the principle of
torritoriality - tho propocel pubmitted by the Commission in
January simply oot out a numbor of genoral principles,
lenving a dotailod proposal on the pecond phace until 1989.

Before committing themoelves to the texation principle for
the oocond phane, & number of Ministers wished to consider
tho tochnical proccduros for applying it. This
cormmunication hap boon dravm up in rosponse to their
requoot, ponding psubmisscion of a detailod formal proposal by
tho Commispion in July 1989. It will allow fuller
proparation of the guidelines which the Ministers of
Tranoport agreed, at tho Council meeting in June, to send to
the Councll of Minigtors of Financial Affeiro in order to
sound thoir opinion on tho taxation sido of the proposal.

4. Tho principlo of torritoriaclity can be oxamined from two
angles: ‘

From tho point of vieow of theo carrier, the amount paid in
taxoeo and othor charges for the usec of road infrastructure
mugt, altogether, cover the infrastructure costs genorated
by his vohicles.

From the budgetary point of view, the taxes and other

charges leviod on infrastructurc users by the operators
must, altogethor, cover the coots of using the network.

(1) o7 € 79 of 26 March 1988



In the firet caso, it makep little difference who collectn
tho taxos, oinco tho importont point ic to create conditions
of ccmpotition in which, ao far as posoible, taxation has
the pamo imprnot on oarrioroc oveoryvwhoro in the Community,
thereby eliminating fiocnl diptortions of competition. In
the ooccond cano, como of tho tanop or othor chargen for
uoing infrastructuroc will have to be redistributed botwoen
the Mcmbor Btatop.

Thin communication aezamines the two central components of
any cyoten of tanation bancd on torritoriality - calculation
and collaction of «he taxes on the one hand and their
rodistribution botwoon the Meomber Stater on the other.

ITI. Territorinlity and the elimination of fiscal distortion
o coemnotition.

5. Baplcally, the idea bohind the principle of
torritoriality is o balance botweon the costs generated by a
vehicle uping infrastructure in the Community and the
paymonts or taxes charged to cover the corresponding
infrastructure costno.

Today, these payments or taxes include national vehicle tax (''road tax'), excise
duty on fuel and tolls. (1)

Since, by definition, national vehicle tax is based solely on data on the use
of national infrastructure and since tolls are charged on only a small part

of the Community's road network, this balance between payments and costs is

not maintained for frequently travelling outside their couniry of registration.
To strike such a balance, a surcharge must be made to cover the proportion

of the cost of using Europe's infrastructure not covered by the charges

already made.

(1) It would be usoful to consider whether sea fares in the
Community could be regarded as eguivalent to tolls.
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This surcharge will be zero if the vehicle tax, excise du:y on fuel and
tolls cover the costs of using the infrastructure in the Community. Only
vehicles leaving their country of registration will be liable to pay it.

The surcharge will onsure that oach vehicle category covers
all tho infrasctructurc conts vwhich it gonorates, £o &g to
corract fipcal diptortions of competition in the road
transport pector. '

Calculation of the conmmononts of the gurcharge

6. The national vehicle tax paid by each vehicle categury s already
known. That leaves three items to be calculated :

(1) the infrastructure costs gonerated which could be
calculated frem tho distance travelled in each Membor
Btato multiplicd by the unit cost of using
infrastructuro in the Member Statos concerned;

(i) the fuel excise duty paid during the relevant period ;

(1ii) tho tolls paid during thec rolevant period.

Thopoa can be calculatod vehicle by vehicle or as a flat rate
for cach vehicle catogory.

(a) Vohicle=by=-vohicle calculation

Several promising mothods aroc under devolopment. Detailed
rogoarch io now boing conducted on mont of them ac part of
the DRIVE (Dodicated Noad Infrastructure for Vehicle Safoty
in guroPG) programmo ndopted by the Council on 29 June
1988.

(1) OJs C 173 and 8 129 of 2 July 1988
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In particular, this programme provides osupport for:

(1) vehiocle journcy data rocorders, sophisticated
tachographo;

(11) an autometic vohicle identification (AVI) system and
an automatic dobit (AD) system for paying tolls;

(iii) an eutomatic vehiclo location (AVL) system which will
uoc the goontationary satellites of the future.

A ptudy commissioncd by the Directorate-Genoral for
Tronoport chowed that coeme of thepe mothode aro capable of
collecting tho dato noedod to introduce taxation baced on
torritorialit Horrovor, thore ic no guarantoe that tho
requisito cqu{pmont will be available in time or be roadily
accepted by carriors.

Hone of theco teochnologios is in operation at the momont,
and tho prospocts of commercial application are oxtremoly
uncertain. It would thercfore be pure guesswork to cuggosot
that a date by which theso meacures will be gencrally
available for all tho vehiclos concerned.

(b) Plat rate-calculation

In thio cace the surchargo is calculated for a standard,
avorage vehicle rogarded as representative of an entire
category, all regictored in tho same Member State and all in
the samo wolght range (c.g. all vehicles in the 30-38 tonne
rango rogistered in Luxembourg). Three components can thon
be calculated for cach category of vehicles registered in
the bamo Membor Stato and in the game weight range from
rogular surveyso of & rcoprogontative sample of carriorn:

(1) the annual distance travelled in each region or Membor
Btate ond, honoco, tho corresponding cost of using the

infrastructure (infrastructure costs in each region or
Member State beoing detormined by a separate supply.):

(i) the fuel excise duty paid during the relevant period;

(iii) the tollp paid during the relevant period.

The form which those surveyo will take and the method of
processing tho data have yet to be decided.
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All that in noedecd for this flat-rate calculation of all the
components of tho ourcharge iz to pet up the survey and data
procosoing system. No furthor invostmont is entailed,
eithor from the individunl carrier or by the national or
Community authoritiocsc. RAgoainot thie, like the currant
netional taxation oystems, it is no more than a gonoral
oyotenm leaving no poooibility of distinguishing betwoen
vehicles in tho cams catogory.

Non-Community earriors

7. Like Community hauliers, non-Community carrierec too must
bs charged a ourcharge for uoing the Comnunity's
infrastructuro. Tho amount, pryable vhen entering the
Community, could oithoer bo caloculatcd from special
statiocticel curvoys uscing & mothod comparable to the one for
calculation the purcharge in the Momber States or bo based
on tho surchargos applied in tho individual Member States.

Form of tho mourcharqe

8. In roturn for paymont of the surcharge, hauliors will
rocolve a tarx disc to otick on their vehicle. The
authorities will thon bo able to nee at a glance whother or
not the vehicle is authorized to use tho Community's
infranstructure.

These otickers could apply for a week, month, yoar or
poocoibly oven one day. in principle it would be paid for at
the pamo time as the national tax.

In this way, all in 8ll, it will be possible to Xeep the
price of tho ontickerp proportional to the number of journeys

made and/or the period covered.



I1I. Torritoriality and compensation between Member Statesn

. While this communication concentrates mainly on the
climination of diptortions of compotition covered in
part II, ocome thoughto arc presented here on the samo
principlo of the componcation of Membor State.

For reasons of efficiency the Member State, which is responsible for
the registration of vehicles,will issue the tax disk and collect the

corresponding tax.

In principle, this roevenua should then be redistributed
betwecn the Membor States by means of a compensation system
to take account of the road infrastructure costs which each
of them actually bears.

In theory, such redistribution compensation is possible
vhothor tho osurcharge is calculated on a flat-rate basis or
vohicle-by~-vehiola.

Even without puch rodistribution of revenue, the Community
purcharge will improve the situation in tho Momber States
tranoited at the contre of the Community. In practice, this
surcharge will give a truor reflection of some carriers'’
copto which will haveo to be passed on in their rates, thus
reducing or dofleocting transit traffic on the central Member
Statesn' networks.

Tho purveys conducted to calculate the flat-rate surcharge
or collect data for calculating the vehicle-by-vehicle
purchargo will enable the Commission to keep close track of
changos in the situation and make any general or specific
proposals necded. Ono poooible general propcesal for the
long torm could bo to turn the revenue into a resource for
fusgi?g infrastructuro of vital interest to the Community as
a ole.



IV. Conclusionn

The Cemmiocoion focls that the argumsnts scet out in thig
cornunication demonsctrato that tho introductlion of a
tazztion oyotem bascd on torritoriality in the Community io
tochnically fonsiblo, without awaiting uncertain
technelogicel dovelopmanto.

General calculation of the components for calculation of the tax can
be brought immediately into operation and will suffice to end fiscal
distortions of competition between categories of similar vehicles,

i.e. all vehicles in the same tonnage range registered in the same
region or Member State. The Commission will also continue its research
on the vehicle-by-vehicle calculation method, which could then be used
at- a later stage.

The form chosen - a tax sticker - will be easy to introduce, administer
and monitor.

In accordance with the undertaking in its original proposal, the
Commission will present appropriate proposals in due course on the
basis of the Council's discussions.





