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OICA POSITION ON EU COMMISSION WHITE PAPER ON FAIR PAYMENT FOR INFRASTRUCTURE USE

Foreword

Three years before the publication, in December 1995, of the Green Book "Towards Fair and Efficient Pricing in Transport," prepared by the EU DG VII, OICA had already established a multinational Task Force, with experts coming from all over the world, to discuss the subject of external costs. A few months earlier than the CommissionÕs G.B., Oica conclusions were ready and printed in a booklet titled: "The External Costs of the Motor Vehicle", published in June 1995, officially presented to the public during a press conference, and also presented to DG VII of the European Commission on July 11, 1995.

The conclusions of OICA research can be summarised as follows: 

· Air pollution produced by road transport will virtually cease to be a problem by the end of next decade. In fact, by the year 2010 the technical improvements introduced by vehicle Manufacturers, in particular the catalytic converters, will produce - taking into account the improved emissions legislation Euro III and IV - along with the renewal of the fleet, a reduction of air pollution by 70% as compared to today's levels;
· Fatalities and injuries related to road accidents, thanks to the new passive and active safety measures introduced by vehicle manufacturers, will decrease by about 40% within the same span of time from the present level. Such trend can be heavily influenced by a more rapid renewal of the fleet.
The study also compares the enormous revenue coming from road taxation with the amount of road expenditure attributable to road users, plus the cost of air pollution and accidents. The result shows a burden for road transport, caused by overtaxation, of almost 20 billion ECU in Western Europe in 1997.

Between now and the year 2010, this amount will rise significantly, due to the downward trend of the so-called external cost of the motor vehicles. 

EU Commission White Paper 

· At the beginning of June 1998, the Commission High Level Advisory Group on Infrastructure Charging published a report, whose principles were integrated into the following White Paper, published at the end of July.
· The White Paper proposes therefore a new Community charging framework, based on the marginal costs of the user. The factors of cost are the same taken into account in the G.P.: infrastructures, pollution and noise, accidents, and congestion.
· In practice, in the longer term, the W.P. proposes a widespread road pricing, which should vary with the time of day, the day of the week, the type of road and vehicle, etc.
· In the shorter term, the W.P. proposes the internalisation of the infrastructures and congestion costs, based on mileage.
· To achieve concrete results the Commission proposes to set up a Committee of Governments experts to develop common methods to estimate marginal costs, including external costs.
OICA Opinion

OICA has carefully noted the Commission's Proposals for infrastructure payment. These Proposals are well packaged in a carefully constructed framework, which relies both on the concepts developed in the Green Paper "Fair and efficient pricing in transport" and on various academic studies and models. OICA agrees in principle with many of the concepts in the Infrastructure Charging paper. OICA supports the principle that all transport users should pay their way, that all transport modes should recover their costs, that transport costs and revenues should be transparent.

OICA supports measures to liberalise, de-regulate and harmonise the transport sector. However, in this Proposal, the Commission has not applied most of these Principles. Rather, a careful reading of the document reveals concepts to allow rail not to fully pay its way, proposals for subsidising public transport, ideas on how to complicate the current simple systems of direct infrastructure accounting by the inclusion of arbitrary "social costs" and mechanisms for dramatically increasing the costs of road transport with only a rather weak assurance of compensating readjustments. Furthermore some of the Commission proposals appear particularly complex with clear intention of reducing the demand for road transport, for example by introducing congestion pricing. It is claimed that only when high revenues arise, will the ÇefficientÈ provisions of infrastructure result. There are simpler methods for evaluating whether there is congestion. The implied justification for all these distortions is the desire to reduce the role of road transport and increase the use of rail. However, the distortions are so evident that the carefully constructed economic theory on which the Commission bases its case loses most of its appeal. In OICA's view, there is certainly scope for harmonising infrastructure charging. However, this is already such a difficult task, with such significant national competitive implications, that transparency on issue is the main priority. Infrastructure charging should not therefore be mixed up with trying to charge road users with arbitrary social costs, especially since even the EU Parliament has recognised that most of them are decreasing and already paid for. Revenues from road transport users in the EU is more than three times direct infrastructure costs and this is more than enough to cover all the costs associated with road transport.

In conclusion, we believe that the White Paper maintains most of the concepts and practically the same proposals of the previous Green Paper, without taking into account our many negative comments, which we like to summarise. 

· The external costs are today more than covered by fiscal revenues. This, in fact, solves the problem of internalisation for the simple reason that there is no more cost to internalise.
· Congestion is not an external cost. OICA, but also ACEA and UNICE have expressed many times their point of view on such theory, supported in their opinion by modern economic literature, which considers congestion costs as already widely internalised.
· The consequences of road pricing as a generalised tool could bring to a global heavy rise of the transport costs, which will generate higher production and products costs. The consequence would be increased inflation and loss of competitiveness of the Community, with indirect consequences on the problem of unemployment.
· OICA does not believe that the analysis and proposals in the White Paper would lead to a single net extra job being created. If EU succeeds in raising the cost of road transport this will simultaneously reduce employment directly, in road transport, and indirectly in manufacturing sectors supplying road transport equipment and infrastructure.
· OICA believes that congestion is mainly due to insufficient provision of road infrastructure. In our opinion, a decisive role for the European Commission is to remind Member States of their responsibilities in the infrastructure field.
· In addition, OICA is convinced that, road transport has no alternative: we can only improve relations among the different modes, but not major shifts are feasible. Then, a higher share of revenues from present road taxation should be reinvested into the expansion of the road network, instead of being diverted towards alternative modes of transport. In OICA opinion, only an adequate development of the road infrastructures, aimed at the more congested traffic axles, could meet suitably the expected increase in the road transport demand.
· OICA therefore disagrees completely with the suggested steps to internalise costs, which only consist in a further increase in the fiscal charge on motor vehicles, connected to a restrictive policy on development of infrastructure investments. A significant increase in road charges and tolls would badly affect prices of consumer and investment goods and have negative consequences on people's income.
· OICA reminds the Commission of the manifold benefits which road transport generates to the economy and the society. There is no doubt that these benefits have to be taken into account in a comprehensive and balanced evaluation of road transport.
In conclusion, OICA considers that the "internalisation of external costs" through fiscal measures is not at all an appropriate tool to solve the mobility problems. This in fact is proving to be only a way to increase the fiscal burden on road users. Instead, Governments should decide to reduce external costs by supporting IndustryÕs innovations aimed to decrease emissions and to improve road safety. Such strategy requires to invest more of the tax payers' money to modernise infrastructures, whereby reducing congestion and relative energy consumption and pollution, but also increasing safety. 

SOURCE: International Organization of Motor Vehicle Manufacturers (OICA) 


