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Report of the Discussion
Introduction
Research at the EU level on pricing in the last years has mainly focused on what should be included in pricing and what the price level should be. These aspects have been analysed in depth and lead to a satisfactory knowledge level, especially for the road and rail modes. For these modes, IMPRINT-NET will now try to go one step further, discussing the consequences of introducing pricing in different sectors. Short sea shipping (SSS) and inland waterways (IWW) however, have not been in the focus for years, and available knowledge both from the theoretical side and from implemented schemes is still fragmentary. Considering this situation, it is expected that the Expert Group (EG) will often have to cope with arguments where the uncertainties are still high. 

The EG is composed of 25 Experts, who will participate to the various meetings according to their expertise. The group of experts is a mix between researchers, policy makers and experts from companies in the short sea sector. Chairman of the EG is Mr. Cees Ruijgrok (TNO, the Netherlands).

In this first meeting the issues related to the more theoretical side of the pricing policy will be discussed, while the following two workshops will be focused on a more practical dimension, including the issue of expected impacts from pricing reforms.

Intermodality
Although the modal EGs allow to carry out a very specific discussion on mode-specific aspects, there is a need to keep in some way a global perspective on the whole sector. The EG concluded that the possible effects on the modal-split and the competitiveness of the different modes in relation to each other have to be taken into account. This can not be done in the different EG separately, so these issues will have to be discussed during other sessions. This is especially relevant for waterborne modes, where it is necessary to look at the whole supply chain to have the right perspective on what a pricing scheme should be. IMPRINT-NET must therefore ensure that discussions on intermodal transport and cross modal issues are facilitated where the discussions carried out within the other groups will be seen from the inter-modal perspective. The annual conferences will be an appropriate place to discuss these issues. The first annual conference will be organised in winter 2006.

Need for SMCP
All the simulations on the introduction of social marginal cost pricing in the IWW sector show that a welfare increase has to be expected. In the sector there is nevertheless a reluctance to accept social marginal cost pricing, since this is perceived as a tax. Earmarking of funds as a separate post in the national budget is important to overcome this attitude. An experience in The Netherlands shows that acceptability increases, when the revenues stay in the sector (e.g. revenues from tax on recreational vessels are used for investment in the recreation sector).
It seems that one of the reasons behind this is the fear that a new charging system would hinder competition, on grounds of that it could be different from state to state. Ensuring a level playing field is necessary. If a pricing scheme has to be put in place, this has to be part of the level playing field and not engendering additional distortions. Therefore the EG agreed that pricing measures has to be introduced for all the different modes.
Short term vs. long term marginal costs 
The big question in the case of long term marginal cost concerns whether new investment projects in waterways should be funded by the inland waterway sector. A cost benefit analysis (CBA) gives an indication about the feasibility of new projects. So CBA is a way to prioritise investment projects in infrastructure investment. Summarizing if there is a demand for infrastructure, the investments should only be done if the benefits of the new infrastructure are higher than the investment. In CREATING (FP6 CREATING: Concepts to Reduce Environmental impact and Attain optimal Transport performance by Inland Navigation Contract no.: FP6 - 506542) methods are developed to compare sustainability indicators to measure transport systems. The OEI-method (Programme appraisal of infrastructure projects) in the Netherlands can also be used. In this method sustainability is included in a CBA. In the IASON project an economic model was developed for the EU. The demand for infrastructure comes forth out the demand for transport, which is a result of economic transactions. The users of infrastructure can be charged according to the benefits they receive, and also to the external effects they cause. This principle is applicable to all modes. i.e. this system could work for creating level playing field. It should be remarked that level playing field on the EU market does not mean level playing field on the global market. Consequently this will affect the competitive situation for Europe. 
It is a common opinion of the Expert Group that the achievement of a level playing field, together with innovations, would improve competition in the sector. A possible initial disadvantage could be turned into comparative advantage, since this will stimulate innovation in the transport sector.  One solution could be to impose import levies. It can be justified to charge imported products. Some of the import duties are already now motivated by these reasons. 
Furthermore, there will be political concerns raised by introducing short run marginal cost pricing, because of possible unequal impacts between regions, but that is the fundament of the economic system. In introducing pricing schemes there are losers and winners. As long as the winners can compensate the losers, then there is a gain from a society point of view. It should also be remarked that the present imbalanced system is brought about by unequal pricing so that the costs to society are not paid fully. Some prices will change more than others. Pricing can also be cost-neutral. Also part of the revenues should stay in the sector to produce cleaner and more sustainable transport. 
There is also a consideration with respect to dynamism of the introduction of pricing. Pricing policy should start with short term marginal costs (excluding investments), and concentrating on maintenance. As a first step, this should not include externalities. The next step would be to focus on the long-run (including investments) marginal cost and in a later stage to be extended in order to include externalities. It is expected that the highest level of support from within the inland waterway sector will be obtained if pricing reforms were introduced starting first with short term marginal costs of infrastructure, then adjusting it to a long term marginal cost pricing and finally introducing external costs.
Modal shift

Modal shift is not an objective per se, but a consequence deriving from pricing measures. All the SMCP simulations show a benefit for the IWW, and that it will have a positive effect on the modal split for the IWW sector but it is hard to show and convince the sector. Nobody wants a change, so therefore it is difficult to introduce pricing. A study in The Netherlands shows that when the revenues stay in the sector, the acceptability will increase. Tax recreational vessels and revenues will stay for investment in the recreation sector. 
Pricing versus regulation

Is pricing a substitute for regulation? Sometimes the idea dominates that pricing is the solution for all the problems. However, these two instruments have a very different way of impacting human behaviour: pricing is more likely to produce gradual adaptations to the new system, while in the case of regulations most people wait till the deadline and then the change will be sudden. Regulations are however the necessary background of any infrastructure pricing reforms. 

A main concern in the sector towards the use of regulation is the fact that lobbying power of the IWW sector is limited with respect to that of other modes with a stronger tradition in lobbying towards national and international institutions. There is therefore a fear that this might level off the effects of charging in the road and rail sector, and the operators rely therefore more on pricing than on regulation. 
Barriers

The distrust towards social marginal cost pricing can be eased provided that certain conditions for its application are met, i.e. that all modes are covered by reforms inspired by the same principle and with a EU geographical coverage.

For what concerns navigation on the Rhine, the prescriptions of the Mannheim convention can in principle be overcome, if all nations agree with it: however, there is a widespread feeling among operators that the free transport on the Rhine is more valuable than the pricing of external effects from IWW transport services. 
If you introduce infrastructure charging where it did not exist before, you have to guarantee a certain quality level of infrastructure, in order to avoid strong opposition. 
The large number of waterway authorities and their (diverging) administrative and monitoring systems make it difficult to go beyond the measurement of direct expenditures towards the measurement of the real costs of infrastructure use.

There is a need to include also the sector of national and EU finances into the planning of any reform in the field of transport pricing. 

Quality – Profitability – Costs: difference between Old and new Member States
An interesting way of looking into the sector is the triangle Costs-Profitability-Quality. Quality seems to be the key aspect here. In fact as in the new Member States the quality is low, then profitability is low and the costs are also low as remarked by a new Member States representative. In Western Europe costs, profitability and quality are high in the IWW sector. The quality of the IWW sector allows transporters to make a reasonable profit which is also invested in the sector again. 
The question is therefore whether the government should intervene in the sector investing in the infrastructure system, in order to increase the quality standards and prompt by this way higher profits (i.e. to promote a stable system), or the private sector should do this instead. Private investors will only act bearing in mind short term revenues and do not want to endorse long term investment: in fact the perspective of their (private) shareholders is a short term one, while public stakeholders have a long term interest. For this reason, the Experts found more appropriate that the government should invest in increasing infrastructure quality.
Conclusions and Open Issues for the next Seminar
1. Intermodality and relation with other modes needs explicitly to be taken into account. The issue of the definition of a level playing field needs to be addressed in conjunction with other EGs.

2. All external costs listed in the Ecorys report should be included in SMCP. These costs are:

· Infrastructure costs

· Safety and accident costs

· Congestion costs

· Environmental costs
 
3. There is more reliance on good pricing measures than on regulation according to the EG Experts.
4. An appropriate dynamics of introducing a new pricing scheme could be the following: at first, short run MCP based on infrastructure cost, followed by long run MCP on infrastructure investment and finally including also external costs.
5. It is difficult to disaggregate investment costs into maintenance and new investment (this needs further research). 
6. There is a need for a strong public intervention in financing inland waterway infrastructure.
7. It is necessary to focus the discussion on navigation: ports must be left out of the discussion.
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