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1. Introduction
It can be stated that the status and perspective of MSC based pricing reforms in maritime transport differ substantially from the ongoing developments in road transport. Not only less is known on costs, but also practical experiences differ, owing in particular to the complexity of the transport service supply (many and diverse operators involved), and to the structure of demand. Maritime transport is often a specific part of a transport chain where access and egress transport are necessary. Further it is a complex organisation where loading and unloading of a ship and port infrastructure is necessary. This complicates the pricing of a maritime transport.
The main objective of the EG is seeking agreement on still unclear methodological issues and on the identification and calculation of social marginal costs. Further the central theme is the analysis and interpretation of implemented practices (there is one example in Sweden where the Fairway Dues incorporate taxation for compensation of environmental effects) and actual barriers to pricing reform in the maritime sector.

The following issues need to be solved for Maritime:
· Port pricing strategies, (existing taxes/charges) compared to actual costs

· Infrastructure cost accounting and allocation practices in different ports

· Relevant institutional and legal aspects of pricing, given the international character of maritime transport
2. Brief history of the Expert Group
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 Prof Eddy van de Voorde (University of Antwerp).

In the first meetings the issues related to the more theoretical side of the pricing policy will be discussed, while the last two workshops will be focused on a more practical dimension, including the issue of expected impacts from pricing reforms.
The setup of the EG has been as follows:

The first two meetings considered the theoretical framework for the sector. Therefore these meetings were used to find any best practices and to discuss which factors needed to be taken into account considering SMCP. The establishment of the theoretical framework had to come from the existing fragmented knowledge, whereas the expected impacts also needed to be discussed. The last two meetings will be held on practical implementation issues.
In the annex a list of members is attached as well as the minutes and agenda’s of the first two meetings.

3. Summary of the debate
The following paragraph gives a list of topics which where discussed during the two meetings already held. Issues that where discussed are: Intermodality (in the first and the second meeting), Port versus maritime infrastructure, pricing versus regulation, operational aspects, fairway dues, slot allocation, who pays and externalities. For detailed minutes it is referred to the annex.
Intermodality

Although the modal EGs are allowed 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.

Port versus maritime infrastructure (port and seaway)

A point of discussion was whether we should focus our discussions on ports or on the total maritime infrastructure, ports and seaways. The conclusion was that maritime transport has to be seen as both a seaway and a port infrastructure. The port is hereby a node and not a transport mean. For a fair comparison between road, rail and maritime transport, we should not look only at the ports, but also take into account the seaway costs.  In some case port costs are only 10% of the total transport costs. Problem in this discussion is the fact that the issue of externalities has an influence on the seaway and the port, but in case of maritime transport the impact of these external costs is mainly in the port.  

Pricing versus regulations

Pricing could be an instrument to cause a modal-shift, but there are a lot of other factors. It is a crucial conclusion that the height of the price for transport is not the only determining factor in the choice for a mode and that other service aspects also have their impact. 

The effect of a price change implemented in a single mode is low using the current prices as we have seen from different examples, but nevertheless there will be a (small) modal-shift caused by the new transport prices. The MAUT (toll for trucks in Germany) for instance has caused an increase in rail cargo. But when the price measures are implemented on a “fair pricing-basis” in all modes, this would lead towards a more efficient transport system. A problem is that intermodal aspects are very difficult to deal with, because there is a link between seemingly competing modes (having to cooperate in an intermodal link). 

The EG agreed that the new system must be a mixture between regulations and pricing, because pricing alone can not be the solution. The question is if the pricing system is a useful tool to come towards an optimal and efficient transport system. Because of the low prices and the absence of a significant modal-shift, pricing will probably not have a great influence. In that case the effort will be larger than the results. We will discuss at a later stage in IMPRINT-NET the contribution of pricing in a fair and efficient transport system where we have to pay attention to the intermodal aspects of the transport system.
Operational aspects

Operating a short sea link requires high initial investment from an operator. This is a different situation compared to road transport. Additionally, the Government provides the infrastructure for the road transport. An important issue during the next sessions will be the questions whether these differences lead to an unbalanced situation and in such case of an unbalanced situation whether there are ways to cope with this?

Are fairway dues from Sweden a possibility for charging?
Fairway dues have to cover all the costs related to pilotage and rescue services (about 150 mln Euro a year). The charge is based on emissions of sulphur and NOx. The shipper has to provide the information and is then tested at random, for NOx emission there is a certificate, there are not many problems encountered with this verification process. The fairway dues however will be increased by the cost of pilotage and rescue services cost increase. The evaluation shows that differentiation of dues has contributed to some reductions of emissions of NOx, SOx from ships calling Swedish ports, the link between differentiation and emission reduction is not quite firm (also other factors could explained the reduction: i.e. it is for instance in the interest of the operator to reduce fuel consumption). The question remains whether to use regulation and/or economic incentives? The Sweden scheme has limits in dealing with all the externalities. We have to consider a combination of pricing for some externalities and regulations for other externalities, because it would be very difficult to take all externalities into account in the pricing scheme.

Slot allocation in ports

Slot allocation in ports is currently not done in an efficient way. It is based on a first come, first serve base, which is inefficient, because the waiting time is not taking into account. Secondly, the contracting out of the capacity implies that short plans cannot be accommodated for and it reduces the efficient use of the total capacity. Priority pricing is a solution to use the port capacity more efficient.. This price differentiation is based on demand for quality, instead of based on value of the freight. A theoretical framework for a slot-auction approach is presented as a solution to make slot allocation more efficient. This will cause that the price for each slot is the shadow price and slots are allocated more efficiently. Even for contracted out, large operators, a slot-auction is interesting for their own terminal. Ports get the right incentives to invest the scarcity rent of port capacity. A number of issues is raised, the chance that strategic slot buy-out might occur is quite big, which will cause inefficient use of capacity. The big operators also have a big influence on the system especially if they can move towards another port. Although this will decrease the price and causes the port to become more interesting for other operators. The differences in pricing elasticity of the different operators will cause the system to function, even when it is boycotted by a few operators. Another issue is that if you buy a slot it should include a complete package like towing, but also railway allocation, etc. The practical implementation with rules, communication, costs and how to get the information is an important issue, which needs to be solved. 

Pricing versus regulation

The involvement of government in a proper functioning market is not preferable. For port-authorities, which are often businesses willing to make a profit, efficiency is an important issue. The external costs of ports are relatively low, therefore a one size fits all measure from Brussels might have a big impact. This needs to be furthermore investigated. Regulation is still assumed as a second-best solution.

The implementation of for example low-Sulphur contents fuel, is very important and will be coming soon. The main effect of a pricing measure like the raising of fuel costs will have a major impact on navigation. The effects of a pricing policy can best be seen here. The maritime sector itself tries to price as close to SMC as possible. A problem however is the overcapacity that currently exists in ports. This however also causes the absence of congestion and scarcity costs. 

The port authorities which function as businesses will be functioning quite efficient; therefore it is important to take costs of both ports and seaway’s into account. Especially the handing of access fairways to an organization is an issue here.  

The competition between nodes (ports) in a transport system is important for the maritime sector. The maritime sector consists of port to port navigation and the use of the ports. The maritime sector is part of a logistic chain of door-to-door transportation. Introduction of pricing in a level playing field will cause benefits for the maritime sector. 

The purpose of pricing needs to be established, it can not be a modal split shift. This is merely a consequence of the introduction of pricing. It should be the goal to make users aware of the real costs they impose on society. There is a big difference between long-term an short-term if you look at the effects, these will be mostly long-term. 

The global competitiveness of the EU will not increase if pricing measures are introduced, this is however a main argument to introduce pricing on an European scale. 

Who pays?
Port dues are from a historic origin, not implemented to represent social marginal cost. Pricing can be implemented as two main concepts. First a full recovery of infrastructure costs and secondly to stimulate optimal use of infrastructure. A main problem identified however is how to use the revenues which are collected.

Important issues are the differentiation in wet side and dry side and who has to pay. The first suggestion is made to let the terminal owner pay. He can decide how to levy the costs onto the different users, e.g. the trucks coming to the terminal (waiting time, slot allocation, etc.) the vessels (by ship or by cargo unit). The main problem is that a distinction has to be made what is maritime and what is not, the influence of maritime on the hinterland is quite big, but the question is where maritime stops. A good example is the congestion caused on the land side by the transport needed for the maritime sector. 

Implementation however of SMC is surrounded by a number of technical difficulties (private port holders, transfer of costs, determination of infrastructure costs etc.) the collection and use of the revenues is another issue to be solved. The decision to make an infrastructure investments are based on CBA’s. 

Externalities

Different elements are mentioned which could be included as externality and SMCP. The issue of land use aspects is interesting, the question is if this needs to be included or not. 

Congestion is an issue with two sides, first there is the congestion caused in the hinterland by the different sectors. Secondly the kind of cargo is also related to congestion, because it mainly occurs in the container segment. The first issue is difficult to solve, because this depends on the investments made by the government in “supporting” infrastructure. 

A study on local emissions of NOx and SOx by the Swedish administration shows that there is no difference in spread of these pollutants at different actions of the vessels (e.g. docking, sailing in open sea, entering the harbour). Low Sulphur fuel is an issue discussed in MARPOL and is now becoming a standard in more harbours. PM-2,5 and PM10 need to be added to the list, because it is becoming an issue (especially in the Netherlands). Also the incentive to use catalyst equipment is a possibility to reduce pollutants and especially interesting for vessels which dock often.

CO2  is another difficulty, because this is seen as a global problem. If it is implemented it should be implemented for all modes and vessels should be compared to trucks by loads. 

Accidents is a difficult topic. It involves not only the physical damage to goods and ships, but also the damage to human life, which is hard to account for. Also the double counting in case of insurances is an important issue that needs to be taken into account, e.g. which costs are already covered by insurances and don’t need to be covered by SMC.

Emissions of oil spill and sludge is a difficult problem. It is illegal, but it still happens, the question is if it needs to be included as an externality. If it isn’t taken into account, strict enforcement should reduce it, but this causes extra costs, which need to be paid for again. 

Insurances is still an issue, which need to be looked into in much more detail. Not only because of possible double counting, but also what the premiums cover, especially in case of the transport of dangerous goods. 

4. The way forward 
The differences between long – term and short – term needs to be taken into account. Normal only short – run (GRACE) is used, but certain aspects have an influence in the long – run, which are not measured in the short – run. The level playing field of introduction is a very important issue and needs to be discussed. The efficient use of capacity of ports needs more elaboration, but a very good theoretical first input is generated. The discussion on pricing or regulation revealed that an overall implementation of Brussels might not be the best measure to tackle pricing. Financing infrastructure and the role of SMCP was discussed and it became clear that a difference exists between long-term and short-term (because of investments). The externalities which the maritime sector should focus on are divided into different categories, where the kind of load is also an important variable. The local emissions in ports, the congestion in the container segment, the accidents, oil spills, CO2 and insurance premiums where discussed. 

The following questions will be dealt with in the last two EG-meetings

· What is the aim for introducing social marginal cost pricing (SMCP)?

1. Will it be a policy tool for aiming at modal split?

2. Will it be used for fair pricing between modes (i.e. all modes should pay their costs including external costs)?

· What is the appropriate level of segmentation?

1. Which market do we have to include: container, RoRo, Bulk?

2. What aspects are important: port, short sea transport, access and egress transport towards the port?

3. What level of detail in port pricing; do we include land use aspects?

· Which elements of marginal costing should be included:

1. Congestion only for container segment?

2. Local emissions in harbours are important NOx and SOx?

3. CO2 is a good way to charge; it is not local but global?

4. Accidents can be rightly included?

· What are the alternative pricing schemes, such as auctions and emission trading?

· Long term versus short term marginal costing: should we also include long term marginal cost prices and inter-generational effects?

· Institutional arrangements should be included; pricing only should not be relied upon as an instrument. Impacts of different institutional arrangements, including concessions made by the Port Authorities should be further investigated.

· Identification of possible improvements for charging scheme:

1. Is charging in the port/fairway the best solution?

2. The example to reach consensus between countries (Sweden with other countries in the Baltic) was not very promising. It is impossible for one country to provide the full economic incentive, so pricing schemes can only be efficiently introduced in a large area, which requires a good cooperation between different countries. Probably the EU can have a large role in this process.    

· Maritime transport in total versus port as a separate node; do we have to look to the total maritime transport pricing or focus on the port pricing?

· Balance between pricing and regulations; what issues can be solved using pricing schemes and when have regulations to be used?

· Intermodality; how do we relate the different modes in the complete logistic chain?

· Practical implementations of pricing

The implementation of SMCP is dependent on schemes developed for the other modes as maritime transport needs often access and egress transport by other modes. The scarcity costs in ports have a relationship with the hinterland transport, high priority/valued goods do have a specific pattern of transport. The cost in the ports are internalised, but not the external costs related to amongst others the hinterland transport.
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Report of the Discussion 

Introduction round

All participants introduce themselves

ABU: presentation of the guidelines

Work towards the consensus is not the main issue. Research at the EU on pricing in the last years has focused on what should be included in pricing and how high prices should be. Now in IMPRINT-NET we go one step further and we investigate the consequences of introducing pricing in different sectors. Pricing research has mainly lead to results for road and rail, but now new issues arise for IWW and Maritime are to be raised here in this Expert Group (EG). In total there are 25 experts on the list, in the later 2 workshops we will focus more on a practical view on pricing, today more the theoretical side of pricing: i.e. what should be priced, how should be priced and an later we are looking to the effects of pricing. Followingly ABU introduces the group and the reason for invitation to the EG:

· HS and ML will present their knowledge with pricing issues, especially from the Swedisch case of fairway dues and accessibility of regions.

· AG is experienced in questions relating to New Member States.

· CT: because of technology

· GS: good for the policy view on this topic

· AB: is a good researcher and experienced in UK modal shift studies

· HK: ISL institute well known, good for data

· NJ: the shippers site, not only the maritime but also other modalities

· SS: good researcher and represents Norway where SSS plays a significant role in transport

· EV: an authority in the field of SSS and pricing issues, we are extremely happy that Eddy is chairman.

EV: guidelines (see presentation)

Discussion

CT: IMPRINT – NET is more than only maritime, will the relation be looked at in relation to other modes

AR: the annual conferences will be used to look at intermodal transport and cross modal issues, the EC imposed no EG on intermodal transport. The first annual conference will soon be organized. In the meantime it will be looked upon if results from other EG will ask for the same connectivity.

EV: we can give an overview of the results of all the other EG-groups in the next SSS meeting

SS: can we get the documents of other EG, could this be checked on the website

AR: not all of the information will be available for every visitor of the website. Results will be present with respect of their anonymity, so every expert can freely expres their feelings / ideas. But the nature of the network will be to share information

EV: get minutes of other EG

ML: you can not look to maritime only, it is always a supply chain problem. 

AG: Why is the 5th group postponed?

AR: the first idea was to look at the intermodality, the focus of the 5th group depends on the outcome of the other modal EG.

Presentation; state of the art (TV)

Important questions:

· port pricing to total costs of transport

· Congestion problems versus overcapacity (mainly in container transport)

· Insight in real harbour costs, these differ per country, commodity, etc.

The price elasticity (the % in which an increase in container cost causes a decrease in demand) differ greatly and are quite large. A remark from the audience was placed.

EV: the research method has caused some doubts, they asked the terminal operators how the demand will decrease when a price increase will occur. The results should be valued in terms of the great diversity in price elasticity in the different ports in Europe.

External costs:

· Accident costs 

· Noise costs (very difficult, hard to quantify / monetarise)

· Air pollution (very difficult, hard to quantify)

Discussion

HS: competition is getting stronger (noting from the large values for the elasticities), they have to compete for a position in the supply chain. Competition is not only taking place on the area of pricing.

EV: the Port Autorities (PA) have 2 instruments: port dues and concessions. Either the PAhave to decrease the port dues or the PA can give concession to terminal operators and will try to limit the length of concession times. This causes a power decrease for the PA.

HS: The institutional arrangements differ therefore it is difficult to judge the prices and elasticities, maybe a separation between the commercial and more traditional way of the arrangements should be brought in the analysis.

SS: allocation to the vessels can be done by pricing, why do you allocate the capacity to the terminal operators. Pricing is allocation, this can be used to organize the discussion. TV did not mention the land use aspects in port.

EV: Indeed in some cases the land use causes that the city is pushing the harbour away in Amsterdam, this part of the research has to be elaborated. 

GS: This is observed as well in the port of Rotterdam caused by the 2nd Maasvlakte, and it requires great expenditure to extend the port towards the sea. Rotterdam advocates itself now as the quality port.

CT: PA will not allow ship-ship transhipment, because of the land use profits. Another aspect that was not mentioned is ballast water problems (transport of species), but they use more fuel which can be compensate with pricing

ML: which modality do you focus your research, what is the differentiation in market segments (RoRo, Bulk).

EV: Congestion is related mainly to related to container transport, thus also container transport should be introduced as a separate segment. 

AB: fundamental problem with the focus on ports, maritime transport has to be seen as a seaway and port infrastructure. The port is a node, not a transport mean. The road and railway lobby will not be happy with a focus on the seaway.      

EV: The EC wanted the focus on harbour, the ports has to be included in this research.  

AR: The issue of externalities has influence on the seaway and the port, infrastructure is the question, but in case of SSS the impact is mainly in the port.

ABU: What is your experience of your previous research, to what extend is the role of the port in the total transport.  

AB: Railway is provided by the state, but maritime has to compete with own means. So subsidizing maritime transport will be fair. We have to look at the seaway costs.  In some case port costs are only 10% of the total transport.

Presentation Realize ML (see presentation)

CO2 can be used for pricing, NOx and SOx are difficult because effects are local.

Environmental costs are high around ports. Trading of emissions is difficult, only possible in dedicated fleet.

Ports and hinterland connections have to be expended. Investments have to be made in this area. Old ports have often physical restraints in land use. So you have to invest in seamless integration of SSS in the supply chain.

Price is not the main issue in the choice for the modality. Shippers will disagree this. Reliability is also an issue.

Conjoint analysis is a good tool to analyse choices to take more issues into account then only price. So we could get a clearer view in the modal choice. 

SMCP will never be implemented. Long-run MCP is worth looking after, but it will cause a lot of problems (lifetime of infrastructure, inter-generational conflicts).

Road pricing is worth using, but there are to be limits how far you can go. The majority of the goods can not have a modal-shift, so the focus should be on long-run haulage. Sustainability, globalization and trade patterns of transport routes are also important issues.

Discussion

SS: The role of pricing should be greater, when it is used properly. In the air transport the price is used to differentiate passengers. That principle can also be used in SSS transport. So I agree with the observation, but not with the conclusions that pricing is not important. 

ML: it is true that we can look at differentiating prices, large companies can get some discounts, but there are some limitations.

NJ: Prices in transport are not always limited to a service. Pricing could be an instrument to cause a modal-shift, but there are a lot of other factors. 

EV: the effect of price changes is low using the current prices. But when the price measures are implemented in all modalities, there would be have more impact.

ML: The MAUT is interesting, because it can give a insight in the effects of pricing measures to the transport industry.

HS: underestimate the role of price-system. It is a crucial conclusion if we say that prices always correspondent to services. The MAUT for instances have caused an increased an increase in the load on rail. Intermodal aspects are very difficult, but pricing is a good measure to get to an efficient transport system (price system as information system)

ML: It will be a mixture between regulations and pricing, pricing alone can not be the solutions
EV: Market segmentation by pricing
AG: Is the pricing system a useful tool to come towards an optimal and efficient transport system.

ML: Because of the low prices and the absence of a modal-shift, pricing will probably not have a great influence. The effort is greater than the results.

AR: We will talk in IMPRINT-NET over the contribution of pricing in a fairness and efficient transport systems. But for this discussion transparency in the maritime and SSS market is necessary. We will not interfere in the commercial plan of the operators, but the purpose will be to get insight in the role pricing will have in a change towards an efficient and fair transport system.

Presentation Sweden example HS

Fairway dues have to cover all the costs related to pilotage and rescue services (about 150 mln Euro a year). The charge is based in emissions of sulphur and NOx.The shipper has to provide the information and is then tested, for NOx there is a certificate. Not many problems with this verification process. 

Current issues in Sweden:

· Including the maritime sector in the CO2 emission trading scheme

· Applying charges according to the provisions of the energy directive

· For domestic maritime traffic

· For EU-internal international traffic based on bi lateral agreement

· Emission trading systems for NOx and SOx

Conclusions:

· Differentiation of dues has contributed to reductions of emissions of NOx, SOx from ships calling Swedish ports

· The link between differentiation and emission reduction is not quite firm

· Estimates of effects of the revised system are not yet available, probably they will become available this year. 

· New interesting ideas are emerging

· Regulation and/or economic incentives? The Sweden scheme has limits in dealing with all the externalities. We have to consider a combination of pricing for some externalities and regulations for other externalities, because it would be very difficult to take all externalities in account in the pricing scheme. 

Discussion

AG: Is it a compulsory system and does it relate to the port? And how has this effected the port competition

HS: Yes, it is a compulsory system, but not in the port sector. For some ports it has not a big effect, but it depends a lot on the specific port characteristics.

AB: Will pricing also be implemented on road and rail, because the fairway dues seems to penalize maritime transport

HS: No, only the normal energy / petrol tax for other modes. It is not more distortionnary since costs have to borne be the martitime transport anyways.

AB: A ferry system is stopped, because the extra dues implied by the Swedish government and it lost competition with road.

HS: Maritime transport is not treated unfairly. When you look to road transport the tax will be much higher than the maritime costs

EV: the fairway dues as presented are tax neutral

HS: Yes, but some will pay more and other less.

SS: Is cross-subsidising debated and makes this system it less transparency. 

HS: Yes, it has been debated, but it has been promoted by the shippers. It makes it also less transparent, but the easiness of the system, makes it very easily to understand. 

EV: Is it linked to one Swedish company? Fixed company can get discounts (inequity)

HS: No, every company gets the discount 

EV: Is it possible to evade the system, by bunkering oil at open sea or in another country. Also it is possible to call in another land and use road transport.

HS: Yes, that is possible, Sweden is very dependable on the cooperation of other countries round the Baltic sea. 

ABU: What was the role from the EC? Was there any effect on the calls, or the Maritime Transport industry?

HS: There was an effect on the industry, which has been showed by the increased numbers of certificates. Also the ferries have introduced new technologies to decrease the emissions. The effects of the charges on the transport chain will be. The elasticity will be very low, the effects were insignificant. The EC had a small role in the research, but the UNITE results were used during the determination of the differentiation scheme and the estimation to get the tax neutral.  

GS: Green award, green ships get discounts, is introduced by the ports. This is done because the limitations of the government to the emissions in the harbour area become much more stringent. It is a tool for the PA to promote the calls of green ships. 

EV: A port with a huge industry will have a different view on the externalities than a port with more transhipment.

HS: the position of port towards the emissions will be different indeed.

AG: We are getting closer to the idea of the eco-port, we should use this to construct a good pricing scheme.

HS: the investment for ship owners is difficult to earn back

GS: the port of Rotterdam is using this to make an image out of the high prices, of a quality port. 

AB: the EC wants motorways of the seas, we have to think of the kilometres of sea between the ports. The EC does not invest enough in the maritime sea. Port charges will not solve the modal shift problems

Conclusion Chairman

EV: TNO will draft a 2 page document containing the elements of discussion, amongst others:

· Pricing principles

· Stick to congestion and environment

· Market segmentation

· Transparency

We should take into account all the different typologies such as company / user side / external gaps. How far we can go with extrapolation, can we use experiences also in other cases. Additionally we can use experience from GRACE which will have a meeting in April on methodologies, results will be available however at a later stage.  

Concluding Remarks From every participant

HS: Short overview of the state of the art, what is known of the relative taxation between the different modalities to get a good platform for the discussion? Also we should have a short discussion about the concessions, institutional arrangements and the differentiations between them. 

SS: Platform, different pricing schemes throughout Europe, we should find a platform for the discussions. Most systems today are non-transparent, is that a problem? How much are we going in the environmental issues? What are the alternative pricing schemes (auctions)?

AG: Should we go to intermodality or a port as a separate node. Port pricing is an element of the port pricing as well. There are two many gaps in the discussion, we have to get a structured discussion. As regards to the seaport we have to be more elastic.

CT: We are talking about transport and not only about ports. The challenge is to make the transport transparent. We should quantify the different transport costs of the different modalities. 

ML: We should look to the complete transport logistic chain from door to door. We should ignore the other functions of the port only look at the transhipment functions. We should look at the provision of infrastructure. Ports are nodes and therefore part of the infrastructure chain. The balance between regulation and pricing has to be looked carefully. 

NJ: Important to have transparencies, we should also look at the supply chain. We should not jump to conclusions. SSS in the EU is very expensive. Differentiated charges are very interesting. 

GS: The EC has hardly given a problem definition. The question is whether this problem is shared among the stakeholders. It is a national business, 

TV: The EC wants us to look at market structures, do not intervene in good market structures. Focus on cargo handling. 

AB: We should consider SSS also in respect to the road and rail transport and financing structures. There is a danger to focus only to look at the major ports, also the smaller ports (RORO-ports) are important in the modal-shift (ferry-services). 

AR: This underlined a more coordination among the expert groups. Ports are operated because they are part of the transport chain. The general findings have to be transformed to a working scheme. 

Action-list 

· Produce minutes of meeting (TNO)

· Produce 2-pager with issues, send first to Eddy (TNO)

· Send draft – deliverable D1 to participants (TNO)

· Vegetarian requests (TNO)

· Send guidelines (TNO)

· Send presentations to participants (TNO)

· Dealing with intermodal issues in relation with other EG (ISIS)

· Restricted area of website, Experts should have access to other EG results (ISIS)

Annex 2: EG3-2 Agenda and minutes
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Report of the Discussion
Introduction ISIS – Patrizia Fagiani

· Current status of the project, the objectives, and results of the different expert groups (see the sheets of the presentation).

· Future events: the annual conference will be held the 30th of November.  Invitation will be sent next week by ISIS. Aim is to assimilate results between attendants of different expert groups. Research side will be represented by GRACE. Discussion about transmodal issues, transport in general. 

· Administrative issues: Sent back reimbursement form and original of receipts to get a refund.

· One global presentation will be presented by TNO for this expert group. Arnaud will give a presentation based on the two reports of the expert meetings.

Results previous meeting and other EG – Wieger Savenije

· Short presentation of the results of the other expert groups and the results of the first meeting. The detailed information is not available.

· Today is the second meeting, the main conclusion of the first meeting -> Possible effects need to be investigated.

Questions or remarks
What term should we use, Marginal Social Cost of Social Marginal Cost. Marginal Social Cost Pricing is a better representation of the pricing scheme. 

In the IWW-EG the focus is on navigation, because congestion and scarcity occurs more when you navigate on the waterways. During the conference on the 30th of November a closer look into intermodality will be taken. The general overview was probably missing in the IWW EG. We recommend to look at the total system, not only the waterways, because ports are the interface for Maritime and IWW.

· Aim more clear spectra, replacement will be provided by Henrik. Swedish system different, less from perfect pricing scheme. 

General focus is the price, important tool to get efficiency. What is meant by regulations? Why use regulations and not only incentives? This topic is launched last meeting, only pricing, other regulations but also others -> open discussion no point of view on that.

Simply two modes of intervention from stated point of view. Whether or not you use pricing it already harms regulations. Modal shift is the result of pricing never the aim.  

Widen out the definition of maritime transport infrastructure, providing the sea-way. Go beyond ports and look at the real sea way. Broadening the aim of expert groups, not only looking at modal shift, door to door movement is important. 

Presentation – Siri Stradeness

This presentation is a result of ongoing research with a colleague in Berlin. Focus on pricing alternatives, natural shift towards shipping because of efficiency.

· Cargo handling – Nodes are important especially cargo handling. Container transport made it more efficient. More efficiency for all types of vessels, schemes introduced (and discussed).

· Shadow prices of the value of port capacity. 

· First come first serve not efficient, therefore influencing vessel scheduling lead to a better efficiency. Congestion is not an issue at most ports, more efficient will create efficient use of land.

· At a dedicated terminal for cargo and container, capacity is not very well exploited. 

· Two part tariff – Access due + Priority Charge (demand for quality (speed, punctuality) of port service and price of cargo)

· Auction Approach
One side scheduling problem, only taking into account arrival or departure. No possibility for feedering (two vessels coming in), to secure your feeder vessel. 
Adaptation to suggested rule, positive prices, shadow prices of the capacity will follow. Multidimensional framework also further in time, handling market with buyers and sellers. 
Handling of amount of vessels unclear because of different sizes, you bid on a slot with what you need, use of the slot according to your capacity. Auction slots according to schedules because of different time frames for the vessels

· Missing out on the combined willingness to pay if two smaller vessels have a higher level than the big vessel. Better solution instead of standard auction. 

· Results – Trueful bidding is an equilibrium in dominant strategies. 

· Efficient rescheduling

· All slots that were sold forward are supplied back

· Non-negative prices

· Price for each slot is equal to its shadow price.

Questions

· How about the market power of vessel operators? The will move their transhipment activities towards other ports. If big party moves out of auction the overall price will decrease, so other parties will be more interested to use the port.  

· The bidding for their own slots will be really unlikely by big operators or ferry operators? Full exploitation of own terminal might be interesting, only the spare capacity will be auctioned. 

· Guarantee of the entire chain. A slot is the package you’re bidding for. Auctioneer need to be introduced. 

· Cost from the auction and get the information

· Cheating the system, make a profit by speculation and try to sell out competition. Strategic values are higher than incremental values. 

· No competition between ports in the current model. Next steps are adding the feeders and competition between three or four ports and see what happens. 

· Discriminatory for people who are not willing to pay the price. Shipping lines will not accept, but different pricing elasticity’s from operators will make system function.

· Allocation of railway slots in the railway systems. Different type of frictions occurred here as well. Estimation of considerably gains in the different situations. No examples yet, but it should be worked out. Smaller port, more efficient, more efficient land use, less vehicles etc.

· Very important how the communication towards your operators is dealt with. Mutual auctioneer is very important issue. Outcome has to be accepted by all parties. 

Discussion 1: Aim for introducing SMCP and the choice between pricing and regulations

· Follow the scheme on page 3 and 4

· Open issues:

· 1 and 2 -> prior question why are we seeking to impose SMCP in port sector? In the UK there is a market competing and prices are regulated. External costs are relatively low. Involvement of government is always second-best. What is happening in the market and what will if costs are imposed. One size fits all from Brussel is an important issue, which is difficult to implement. 

· Obligations shipping companies, low sulphur contents. Will be coming soon. This will improve and be generalized for all the seas. Impact of navigation is rising of fuel prices. Effect of pricing policy. 

· The reason why marple introduced the rule of lower sulphur is to decrease the externalities, therefore pricing mechanism. One element within maritime sector, try to price as close to SMCP as possible. Modal split level playing field for all modes. Let’s look to the market, everyone thinks it works fine. Overcapacity in port is an issue (raised during GRACE meeting last week). Congestion and scarcity result into zero! Perfect market?

· Swedish point of view is to have an almost market-driven approach using port-companies (instead of authorities). In the rest of Scandinavia it’s almost the same construction. Different perspectives for commercial and public authorities in ports in implementing the policy over different member states in Europe. Access fairways have to be handed to somebody, the question is in which hands these are. Off coasts operations, along the cost or open sea. Port issues is important but only in some countries, seas are important as well especially concerning risks, pollutions, influence to other ships etc. 

· Customers pay in time and prices, related to public infrastructure pricing. Opportunity costs because of capacity -> especially if a port is not free.

· Fair pricing between modes (port are nodes, competition between nodes) Seaway from port to port and the costs of ports need to be taken into account both! Maritime transport in it’s entity. Door to door, origin – destination competition between modes. Level playing field will be the same for all modes, incorporating all. 

· Less enthusiastic about market efficiency, all markets fail. Big question where do they fail. Prioritization case, the key is capacity short marginal costing. Long run marginal costing is important to keep in mind. Sustainability of logistic supply chains. How much intervention on pricing and regulation will be needed to make the world “better”? The influence of pricing on the messy area.

· Agree on the need to focus, maritime is a segment of door to door. Focus on our specific segment. Nodal points (the ports). Comparison of the costs between different modes is pretty difficult. 

· Stress the rule has to be the same for all modes. The maritime part will get the most benefits. 

· Purpose of marginal cost pricing is not the modal split issue (modal shift is a consequence). It is to inform users about their true costs of their service. First looking at costs per se and than the issue of implementation and this should be done in general. Pricing is a way MSCP intended to internalize the full costs in the prices. First idea of pricing structure. Understanding is important to implement this, it will prove too hard to implement it in real life.

· EC wants a different modal shift. First costs, link to pricing we have to confront.

· There is a big difference between long-term and short-term and effects will take a long time to be implemented.

· Two different industries involved, oil industry and shipping industry. Handle long-term and technology influence, because there is a big influence. 

· Differentiation needs to be made between ports and seaway. 

· Competitiveness is needed nowadays. Europe will not be competitive introducing pricing as measure. There are other solutions; transport sector will always prove imperfect. The huge subsidies in the continent ports are very far from short-term marginal costs. Assessing SMCP in long-term in the ports, because of the historical costs. Reflection in this context is difficult. Pricing as a form of intervention from public authority. It is a regulatory measure, because of overregulation of the costs.

· GRACE is calculating Short run Marginal costs. Price Elasticity in transport sector is relatively low. The effect of changing fuel prices was very little in Europe. What is a regulation, if we ask a price = SMCP. Reflecting costs the user inflicts. 

· Increasing costs coming from regulations. Introduction of ECO-bonus, contribution to the land and road transporters if they avoid certain road kilometres by using vessels. Enlarging meaning of pricing policy. Record usual track and show boat ticket. 

· Difference of short-run and long-run price elasticity. Long time between changing, it can be stimulated. Look at the long-run, the gains will take one generation of vessels to be showing. 

· Marco Polo Program, takes a long time to work. Need to look at subsidies of highway because these are free, next to rail and road.

· Choice for service, road is ultimately service oriented and market oriented. 

Presentation – Francesca Moglia – Marginal social collaterals: who pays?

· Follow sheets, more practical point of view. (5 themes: infrastructure financing, port generated income, infrastructure cost accounting, SMCP why what and how?, final considerations)

· More participation from private funding is a goal

· Port dues are from historical origin but not from point of view of external costs

· Concession fees and fixing -> infrastructure 

· Different accounting schemes, different ways to depreciation from assets

· Two main concepts: - Full recovery of infrastructure costs and optimal use of infrastructure. 

· Two tariffs, economies of scale and indivisibility.

· Difficult to fix a price related to marginal costs. Fair transport infrastructure cost is better to be dealt with through the concession fees. 

· Revenues collection and the use of the revenues is a problem identified.

· Questions?

· What about investment how are they decided? Based on a request for space from shipping companies and ask for financing. No social CBA. A huge project for changing the harbour capacity is decided on by CBA (first time to be applied). 

· Income for port authorities 

· Port costs impact on road use, there is no payment for the use of infrastructure. Trucks use the logistic terminal, different prices for different modes is. Probably different way of paying for the use of the terminal. Main issue is who is the owner of the terminal and in what way costs are charged.

· Terminal handling charges -> tax by powerful operators. It’s no income for the port. Difference in terminal handling costs (surcharge of tax) and the handling 

· Dues based on kind of cargo you transport, considering the extra cost generated by the entry of an extra vessel (no link with the cargo you transport). 

· Unit to link to SMCP -> It is better to calculate the vessel as an unit not the cargo. Afterwards link the vessel to tonnes of goods. Big influence on supply chain logistics. For the maritime transport segment this goes, but if you look at the delivery and the other transport segment. Different in wet side and dry side. Differentiation to cargo types because different investments are needed for example oil. 

· Other effects from investments (public), main framework concession fee. Market element based. Managing market demand, value comes from historical reason. Concession fees are adapted every year, contract last relatively long and the origin is unclear. There was no generic model or calculation behind it. 

· Land rent should be implemented in concession fees. Opportunity costs need to be implemented.

· Concerning external costs -> congestion is one of the main focuses. Congestion on the maritime sides is not present. There is no port with congestion on the seaside (landside is a bigger problem).

· Competitive prices in the private sector. 

· Entitled body for congestion costs (revenues)? Social impact, most port authorities are public that causes no problem

· Issues on long and short term.

Discussion 2: Which externalities to focus in SMCP?

· What level of detail in port pricing, do we include land use aspects?

· Which elements of marginal costing should be included?

· Congestion only for container segment?

· No congestion on the wet side. We discuss on origin destination. Try to transform it to goods. Other points of congestion on terminal side or hinterland sides.

· The matter is not the distance from the see, differentiation in infrastructure inside the port. Business activity, social impact not taken into account. Should start from the interest of the public domain. Port consideration as a boundary, no consideration of social marginal costs.

· Railway traffic creates an immediate problem. The different impact of congestion -> public transport system and efficiency of the transport system. Different aspects of the entity. External costs make it easier. Different boundaries considering the different functions that can be considered. Port authorities have to finance their own infrastructure. 

· The influence of the port, fully regulated wages according to the influence of the port. It doesn’t stop at the parameter. Formulation to the chain. 

· Public investment influences the competition level of different ports. Vehicle booking system in ports, Southampton, fee’s for being late or not using the slots.

· Local emissions in harbours are important NOx and SOx?

· Damage costs are not greater in ports. The spread is dependant on the speed and wind. No difference in emissions for harbours, entering ways, or open sea. Swedish maritime administration the study is available.

· Total cost of emissions for 1 year in Sweden 40 Million Euro. Lower the costs if SMCP will be applied compared to the current situation (from ship owners point of view).

· Into the MARPLE are obliged to use low sulphur fuel, into the port only certain fuels are allowed. Indirect SMC for the ship operators. 

· PM 10 and 2,5 is a new issue (especially in the Netherlands). It should be added to the list. 

· Premium, incentive, charge. Installing catalyst equipment, this is efficient if you dock into a port regularly which charges for certain emissions. 

· If for more ports this incentive is applied it will be fantastic. All emissions will be reduced 0,5%.

· CO2 is a good way to charge; it is not local but global?

· Included in the trade emissions scheme, at the global level. Also implementation for other transport sector. This creates difficulty for rail, but for road it should be done the same.

· Comparison of 1 vessel for all trucks they could transport. The total amount for vessels is much lower compared to the sum of all trucks.

· Accident can be rightly included?

· Damaging cargo versus damaging people. The stretch towards the key (where the ship is berthed). Different probabilities for different accidents. Physical value of life, looking at the value of the cargo + the value of the container. Include the costs which are not paid for yet. Which costs are already covered?

· Double counting of insurance costs should be taken into account. The insurance cost that is paid for need to be deducted, because it is already internalized. Only the costs carried forward towards society need to be included. 

· What about liability concerning big disasters. 

· Emissions of oil spill and sludge are included. Illegal, but it still happens, should that be included or should strict enforcement take care of these practices (this creates extra costs). Damage costs point of view is also possible.

· Other waste that is dropped at Waste disposal points in harbours. Some charging is done. As long as it is not internalised.

· Sensitive area looking into double counting and insurance premiums. For all transport should include same complements, to calculate external costs for the transport chain. It could lead to market distortion. 

· Different emissions for different modes, you want to give people incentive for using a cleaner mode.

· Services that are provided for trips. Pilots are very expensive to get people safely into the harbour. 35% of the pilot costs are … Is this a distortion? Towage is also in this category.

· Unlimited liability is impossible to insure. Agreement on maximum insurance. This can be introduced for accidents as well. Full coverage should cost more (like car insurance). 

· Handling of dangerous goods. Should be incorporated in insurance -> general chapter of the policy.

· Security is another rising issue that needs to be handled.

Long – term versus short – term, this should be discussed. In case of certain aspects it might be interesting to look at long-term. Normally it is short-run (GRACE). 

First minutes circulate a.s.a.p.

Secondly to incorporate our information to present it at the 30th of November 

Reactions

Arnaud will circulate the presentation one week before. 

The next meeting March 2007, fix the date a little earlier, might be somewhere else. ISIS and TNO will decide on this issue.
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