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[...] people are not enthusiasts about reducing traffic congestion in general; they are
enthusiastic if you promise them that they will get an honest way for paying for their
mobility and they do not pay anything extra [...]""”

132. The Dutch seem to have found a winning formula for national road pricing,
although it has yet to be tested against experience. UK authorities have designed
schemes to cut congestion and improve public transport. In contrast, the Netherlands
have based their scheme on fairness and replacing unpopular fixed taxes with a more
equitable charge. It is simple to understand and comprehensive so it does not create
anomalies. It has been developed with and by the country’s major motoring
organisation. The UK Government should monitor progress in the Netherlands
carefully and see what lessons can be applied in the UK.

Box 7

Approaches to road pricing
There are two broad approaches to charging for the use of roads:
Approach 1: Recovering total costs

Charges may be seen as recovering the costs incurred by central and local government in
providing and maintaining the road system. Some commentators would add in those
costs imposed by road users on the rest of society—for example noise, local air pollution,
climate change and some proportion of accident costs. Some would also include the cost
of congestion in general, but since this cost is both caused and borne by road users
themselves, views are more divided in this area. Some commentators would also include
in the calculation the cost of providing public transport services, or environmental
measures designed to reduce the impact of motoring.

Approach 2: Efficient pricing

Charges may be seen as a way of improving the efficiency of the road system. Efficient
use—in an economist’s sense—will be achieved if users are faced with the incremental
costs they impose on the rest of society by making a particular journey at a particular
time and in a particular way. They will then only make the journey if the benefits to
them exceed the costs to society.

117 Mr Smith Q 472
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This approach might have implications for the overall level of charges for the use of
roads, but it has even greater implications for the structure of those charges. Empirical
evidence suggests that delay from congestion is by far the largest of the costs.
Congestion, and to some extent the other costs, varies enormously by location, time of
day and vehicle type. A charging system designed accurately to reflect these costs would
need to do so too. Such a system is arguably now feasible using GPS technology, but
would cost many billions of pounds to install and operate. The question is whether the
benefits of more efficient road use are worth the costs. If not, it may be worth
implementing simpler systems, for instance in major urban areas where these costs are
most acute.

Source: Professor Chris Nash

Voluntary pricing schemes

133. Some organisations have suggested that the way forward may be through voluntary
road pricing schemes."® It may be that some groups of users would prefer to pay a charge
related to distance, time or congestion instead of paying VED or fuel duty. Such trials
might establish public acceptability for the concept.

134. There have been a number of road pricing trials with volunteers in European and
North American cities; one of the most recent is that by Oregon Department of Transport
in 2006. It is also particularly interesting because it used GPS equipment capable of
differentiation of charges in time and space. 285 vehicles were equipped and volunteers
were paid $300 for participating, but they then paid a rate per mile for the distance they
drove, differentiated according to whether or not they were within the congested area in
the peak period. The trial achieved a 22% reduction in peak period traffic, and 91% of
volunteers said that they would choose to continue to participate if the scheme were made
permanent.'”

135. Oregon were trialling this scheme as a replacement for fuel tax. As a way of
implementing a permanent road pricing scheme, such a voluntary scheme has drawbacks,
in that, obviously, those most likely to benefit are more likely to participate, risking a
reduction in revenue to government and failing to influence those undertaking most peak
hour driving in congested conditions. But as a way of building up acceptability on the way
towards wider implementation, a voluntary scheme may be an attractive starting point.

136. The Norwich Union pay-as-you drive insurance—now withdrawn—was a
commercial trial of a voluntary scheme. Although this was a means of paying for insurance
and not road use, it shows that there may be other, complementary charging schemes that
may appeal to some drivers and businesses. However, in the absence of a common
infrastructure and the onboard units in vehicles (which are to be fitted to all vehicles in the
Netherlands), such schemes are likely to be disadvantaged by having to incur relatively
high overhead costs.

118 RAC Foundation, Roads and Reality, December 2007, p51

119 Oregon Department of Transport, Oregon’s Mileage Fee Concept and Road User Fee Pilot Programme. Final Report,
2007




37

137. Voluntary road pricing schemes—Government run or commercial—may offer a
way forward. It may well be that a ‘black box’ offering a combination of information,
communications, navigation, entertainment, safety features and pay-as-you-drive
charging options may appeal to a significant number of motorists and businesses. If
this influenced the behaviour of even a minority of drivers, persuading them to drive at
less congested times, this might prove beneficial to all. In order for such schemes to be
viable, the Government needs to work with industry to ensure that the infrastructure is
in place and that systems are interoperable. We recommend this approach be pursued.

Workplace parking levy

138. Under the Transport Act 2000, local transport authorities may, subject to various
conditions, implement a workplace parking levy (WPL) as an alternative to congestion
charging."® In our Report Parking Policy and Enforcement, we recommended that more
local authorities should make use of this charging option."!

139. Nottingham City Council is seeking to introduce a workplace parking levy to help
fund new public transport initiatives and to tackle traffic congestion in the city. It is the
only local authority in England to pursue the WPL route and choose it in preference to a
congestion charge because it believed that it was a more appropriate solution to the
problems caused by local commuter traffic. The Nottingham WPL will target those who
drive to the largest employers and park for free. Commuters account for about 70% of
congested peak traffic in Nottingham and the council estimates that traffic congestion costs
Nottingham £160 million every year. Over half of this cost falls directly to businesses.

140. The WPL targets large employers. Of 3,500 Nottingham businesses that would be
liable for the levy, 3,000 would be exempted by the Council’s scheme. Whereas large
employers in London generally support the London congestion charge, it is less clear if
larger employers in Nottingham support the proposed WPL. Mr Jason Gooding of
Nottingham City Council told us that only 100 businesses responded to the Council’s
consultation and, of these, 83 were against the scheme.'” The evidence given to the
Committee suggests that the consultation seems deeply flawed. The council have no
explicit criteria as to how to interpret or act upon different responses to their consultation.
The Council appears to assume that the large majority of businesses that will not pay the
levy did not respond because they have no strong views on the proposal. Graham Allen
MP, Member for Nottingham North, says that there is support from local business.'*

141. Given the lack of progress with local congestion charging schemes, it is important
that the potential benefits of workplace parking levy schemes are properly considered.
The burden of such schemes inevitably falls on a minority of employers, which means
that the response to consultation cannot be determined on the basis of a simple
majority of respondents. The Government should provide guidance on the criteria on
which the results of consultation for workplace parking levy schemes should be assessed

120 The Government consulted on the proposed regulations for WPL schemes between December 2008 and March 2009.
121 Transport Committee, Seventh Report of Session 2005-06 Parking Policy and Enforcement, HC 748, 22 June 2006
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and should produce proposals for a legislative framework for referenda on congestion
charging schemes and workplace parking schemes. The decision on whether to proceed
should, however, remain a local matter.

6 Road freight

Issues for the road haulage industry

142. There are specific issues relating to taxes and charges on users of heavy goods vehicles.
These are primarily:

o the level and structure of taxes and charges in relation to the costs imposed by
HGVs;

o how taxes and charges paid by UK road freight operators compare with those paid
by operators of foreign-registered vehicles, with whom they may be competing for
business.

Taxation and externalities

143. Road hauliers pay VED, fuel duty and other general taxes. VAT-registered businesses
can reclaim VAT paid on fuel but they cannot reclaim fuel duty. VED rates are linked to
the axle weights and hence the wear and tear caused to the road by the vehicle. According
to the RHA, VED rates “have been held steady for trucks throughout this decade” but fuel
duty has risen."” The RHA estimates that a UK-based haulier pays around £25,000 in fuel
duty each year for a typical articulated HGV, amounting to some £2 billion per annum for
all lorries in the UK.

144. Heavy goods vehicles cause the bulk of wear and tear on the road system. HGVs also
give rise to significant externalities, including air pollutants, CO, emissions and road
accident casualties. Like other vehicles, they also contribute to, and suffer, congestion.
Simon Chapman, Chief Economist of the FTA, agreed that the freight industry should pay
its “external costs”. However, he added that this principle should apply to all operators,
including foreign-registered vehicles and rail freight.'

145. Whilst the principle that operators of HGVs should cover their external costs is
generally accepted, the calculation of these costs is more difficult; and whether the costs are
in fact covered by taxes is contentious. The FTA told us that the road freight industry
“broadly pays through the taxation regime for the external costs that it imposes”.'*® The
Campaign for Better Transport says, however, that “at best HGVs cover 61% of their

> 127

costs—a shortfall of up to £3.35 billion a year”.
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146. Professor McKinnon and Ms Piecyk point out that “calculations of this type are
clearly sensitive to the assumptions made and the monetary values attached to
imponderables such as the health effects of pollution, climate change and the value of
time”. The treatment of VAT in these calculations varies between studies and the
assumptions as to whether congestion should be included or not are critical to the results:

...taxes on HGVs covered approximately two-thirds of their total infrastructure,
environmental and congestion costs. Congestion costs accounted for 40% of the
total. If they were excluded, taxes on HGVs would more than cover the
infrastructure and environmental costs (with a 12% surplus).'?®

147. There is more widespread agreement that the current structure of charges does not
relate sufficiently directly to the use of the roads by HGVs. Whilst HGV's have higher fuel
consumption, and thus pay more fuel tax than cars, it is not proportional to the additional
costs they impose on society.'”” To some extent, this difference is reflected through higher
rates of VED, but this is a fixed annual sum, not related to the annual distance covered by
the vehicle.

148. Freight operators point out that demand for road freight is relatively fixed and that
increases in fuel duty and VED simply mean higher prices for customers or lower profits
for operators. Whereas individual motorists may have a choice of switching to public
transport or to travel at other times, these are not feasible options for freight journeys."
On the other hand, the logistics industry has shown itself to be adept at improving
efficiency, for example through higher load factors and improved routing. They also
oppose congestion charges for freight vehicles only as freight vehicles are not the only
cause of congestion; but they support the principle of road pricing for all vehicles where
this does not single out freight vehicles.

Ensuring fair competition

149. The UK freight industry is particularly concerned about what it sees as unfair
competition from foreign-registered lorries. This arises mainly from the fact that the rate of
duty on diesel in the UK is the highest in Europe and about twice the EU average. Vehicles
registered abroad do not pay British VED, and to the extent that they enter the country
with a full tank of fuel, they may largely avoid fuel tax in the UK as well. It has been
calculated that:

In 2006 foreign-registered lorries should have paid around £300 million in taxes for
their use of UK road infrastructure and their contribution to congestion and
environmental damage.'*!

150. Foreign-registered vehicles are, subject to “cabotage” rules, permitted to undertake
domestic as well as international haulage work in other EU countries. The RHA contends

128 Professor McKinnon Ev 210

129 See, for example, the evidence from Dover District Council in Transport Committee, Eighth Report of Session 2007-
08, Freight transport, HC 249, July 2008
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that a 40-tonne vehicle that is filled with fuel outside the UK enjoys a cost advantage of 10—
15% over a UK equivalent vehicle. Whilst this may benefit the shipper (through lower
haulage prices), it deprives the UK of tax revenues and is unfair to the UK-based freight
industry. There are also concerns about the safety standards of some foreign-registered
vehicles, which we investigated in our inquiry into the enforcement activities of the Vehicle
and Operator Services Agency (VOSA)."*

151. As part of general moves to increase trade and competition within the EU, cabotage
rules may be relaxed further in the future. On 22 January 2008, the European Parliament’s
Transport Committee voted to support a Commission proposal aimed at making it easier
for lorry drivers established in one EU country to carry goods within another member state
(so-called 'cabotage’). Restrictions on operations carried out within one member state by
hauliers from another EU country must be fully lifted by 2014.

152. The issue of disparities in EU fuel duty rates has been raised before, not least by the
freight industry. We have also drawn attention to it, most recently in our report Freight
Transport.** The issue took on particular relevance in 2008 when the substantial rise in
world oil prices pushed up UK diesel prices to record levels. As we have already seen, fuel
duty is a major component of the price of fuel. The haulage sector has lobbied for changes
in road fuel taxes to compensate for the higher oil prices. The Freight Transport
Association has argued that duty on diesel should be cut in half:

Fuel duty for diesel in the UK is 50p per litre compared with a European average of
just 25p per litre ... a reduction of around 25p is essential ... The latest research
shows that due to lower fuel and labour costs, foreign lorries working in the UK are
able to do so at between 10 and 15 per cent lower cost than UK operators working in
the UK.

153. However, the Government contends that the higher fuel duty costs faced by UK
hauliers are partially offset by lower labour taxes and other costs for employers in the UK,
as compared to other European counties. It also says that “overall operating costs are
similar to Ireland, the Netherlands and Germany.”"*

154. These factors could all be seen to provide a case for reform of the taxes and charges
applied to heavy goods vehicles, irrespective of the taxation of motorists. In 2002 the
Government announced its intention to introduce a lorry road user charge scheme but it
abandoned it in 2005 (correctly, in the view of Professor McKinnon)"¢ on the grounds that
it would not be cost-effective.

155. Professor Mckinnon and Ms Piecyk have advocated a simpler system which they
believe would be feasible and much less costly.

132 Transport Committee, Seventh Report of Session 2008-09, The enforcement activities of the Vehicle and Operator
Services Agency (VOSA), HC 39

133 Transport Committee, Eighth Report of Session 2007-08, Freight transport, HC 249, July 2008
134 FTA, Fuel duty — 2p increase now unthinkable—25p cut required, Press release, 28 May 2008
135 HC Deb 19 March 2008 c220W
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If the sole objective of a road user charging scheme for lorries is to ‘level the playing
field” with foreign operators and correct the current fuel duty anomaly, a much
simpler distance-based charging system could be developed involving the collection
of mileage data from the tachographs of both British and foreign-registered
vehicles."””

156. The RHA and FTA continue to support the principle of a scheme for lorry road user
charging in order to equalise costs across HGV operators using UK roads. They recognise,
however, that it would take a number of years to implement. They therefore advocate a
daily charge—a “vignette”—for HGVs with a compensating reduction in fuel duty for UK
registered vehicles. (The German lorry toll has a mechanism whereby German hauliers are
partially compensated. See below.) Neither Austria nor Switzerland uses vignettes for
HGVs: both use kilometre charges based on alternative technologies. A proposed vignette
scheme was, however, also dropped by the UK Government, in April 2008, on the grounds
that it would produce limited benefits and be open to challenge by the European
Commission under EU rules (see Box 7)."** The Government has instead approved an
additional £24 million for VOSA for additional enforcement of vehicle safety standards,
loading and drivers hours regulations, with a focus on foreign lorries. It considers that this
“is a better option to protect road users in the UK.”*** We comment on this in our Report
on the enforcement activities of VOSA.'*

157. Competition between the UK freight industry and overseas hauliers must be on a
fair basis and health, safety and environment standards must not be compromised. The
Government seems to have made little progress on this since our last report on freight.
The Government should speedily revisit the issue and update its assessments. It is
evident that a national road pricing scheme for all vehicles is not in prospect in the
immediate future. This means that the Government should consider if a lower-cost
lorry user charging scheme might yield worthwhile benefits, within EU rules. Pricing
incentives to encourage greater integration between road and rail freight services
should also be incorporated into the scheme.

Box 7

'Eurovignette’—The European framework for lorry road charging schemes

The European Commission has laid down rules for lorry road charging schemes—
commonly referred to as the Eurovignette—within EU Member States. This started in
1993 with Directive 93/89/EEC and a series of amendments have been made since.
Within the current EU legislative framework, member states may charge heavy goods
vehicles over 12 tonnes a kilometre based charge, variable with the type of vehicle, as well
as with time and location.

The most recent Directive (2006/38/EC) extends the scope of charges that individual
Member States may apply to vehicles over 3.5 tonnes, varied for road haulage according
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not only to the emissions category of the vehicle but also to the level of congestion and
accident costs at different locations and time of day, whilst still requiring that the average
level of the toll reflects the average cost of providing the infrastructure.

A proposed amendment was put forward in 2008 which would permit full
internalisation of the costs of congestion, noise and air pollution, but agreement on this
has yet to be reached.

Lorry road user charging in practice

158. Our visit to Germany and oral evidence in the UK from our witness Mr Fabian gave
us a good insight into some of the realities of lorry road user charging. The system has
proved technically feasible (see Box 8) and, due to the structure of charges, has encouraged
the introduction of vehicles with lower emissions.

Box 8

German lorry toll

The German lorry toll (“LKV Maut” in German) was introduced in 2006. It applies to
lorries with a total weight of 12 tonnes or more on all German federal motorways. The
toll amount is based on the lorry’s emission category and number of axles, as well as on
the length of the toll route.

A private company (Toll Collect GmbH) is contracted by the Federal Republic of
Germany to run the scheme. The toll system is based on a combination of mobile
telecommunications technology (GSM) and satellite-based Global Positioning System
(GPS). Most lorries are fitted with an on-board unit that transmits information to the
Toll Collect computer centre which calculates the charges. It does not require vehicles to
slow down or stop, or restrict them to a designated lane. 640,000 on-board units are now
installed in commercial vehicles throughout Europe. These account for more than 90%
of all toll journeys on German Federal Highways.

159. The number of low-emissions lorries with modern exhaust technology (Euro 5)'*' on
German motorways has significantly increased from below 1% in 2005 to almost 37% in
September 2008. By contrast, the number of high-emissions vehicles (Euro 2) has
decreased from more than 30% to below 10%. However Mr Fabian of the Federation of
German Industries (BDI) said that the toll had not led to a significant shift of freight from
road to rail:

This is the question of modal shift so to speak, between transport modes. We have
seen increases in rail transport but this is most certainly not related to the
introduction of truck tolling in Germany.'**

141 Vehicles are classified Euro 1-5, where 5 is the least polluting type of vehicle
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160. The German haulage industry now finds it is easier to pass on costs to customers
where these are clearly identified, such as lorry tolls.'*> However, it is concerned that it is
not receiving the full ‘rebate’ that it expected to compensate for the toll payments and that
the revenues have not led to additional investment in the highways infrastructure.

Penalty Charge Notices

161. An additional concern of some freight organisations—partly shared by motorists
organisations—is penalty charge notices (PCNs). They consider that the level and
frequency of PCNis is such that these could now be regarded as a tax on road users, rather
than a penalty for errant behaviour.

162. The Freight Transport Association estimates that PCNs cost the road freight industry
about £600 million per annum.'** The London Brewery Logistics Group estimates that in
excess of £2 million per annum is being charged as PCNs to its members alone by the
London Boroughs and TfL. Although the number of PCNs issued has declined recently,
the Brewery Logistics Group contends that the total sum charged has risen.'*

163. It is not only the amount of the charge that concerns freight groups. The Central
London Freight Quality Partnership, citing the FTA, estimates the cost to UK businesses to
administer and appeal PCNs at £100 million per annum. Increasingly, businesses are
finding it cost-effective to employ staff solely to deal with the administration of PCNs.'*

164. The freight groups also point out that little of the revenue raised from PCNs goes to
alleviating the problems to which the PCN relates, such as inadequate loading or parking
facilities, or unclear road markings and signs.

165. Penalty charge notices are an enforcement tool and not a charge for a service. Yet
they are a significant cost to industry and the private motorist. It is vital that penalty
charge notices retain their credibility as an enforcement tool. They must not be used, or
perceived to be used, as a means simply of raising revenue. Systems which rely on a high
level of PCNs to enforce them would seem to have inherent design flaws. We
recommend that the Government produce guidance to ensure that a greater proportion
of revenue raised through penalty charge notices is redirected to resolving the problems
that give rise to the infringements. This might include better signage, loading or
parking facilities.

7 Conclusion

166. Major issues remain to be resolved in relation to taxes and charges on road users.
Road users are, and will remain, an important source of revenue for government
expenditure, beyond that spent on the road network. If their trust in the taxation system is
to endure, they must be treated fairly and with openness.
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167. Equally importantly, there must be adequate investment in our transport systems and
a long-term strategy to deal with growing levels of traffic. Whilst there is clear evidence that
traffic growth was slowing even before the recession, further capacity and stronger demand
management measures, such as road pricing, will be needed.

168. The current reversal of traffic growth due to the recession should not be taken as a
reason to put off moves towards fairer and more efficient systems of taxes and charges on
road users. These need to integrate transport and Treasury policies over the long term. The
Department for Transport’s recent policy statements—Delivering a Sustainable Transport
Strategy (November 2008) and the National Transport Infrastructure documents (January
2009)—contain almost no reference to taxes and charges. Yet the structure and level of
taxes and charges has profound influence on transport outcomes.

169. There is insufficient linkage between HM Treasury’s policy on road user taxes and
the Department for Transport’s policy on transport. We urge the Government to more
closely integrate its policies on taxes on road users with its policies on transport.
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Conclusions and recommendations

Introduction

1.

The Government has been inconsistent in the way that it has justified motoring
taxes. Fuel duty has been presented, at different times, as a tool to reduce carbon
emissions, a source of general revenue, and a means to fund transport investment.
We are concerned that motorists are mistrustful of the Government regarding taxes.
The Government needs to improve the consistency and transparency in the way it
justifies taxes on road users. (Paragraph 17)

Are motorists overtaxed?

2.

A sensible debate on the taxation of road users requires that the public has easy
access to sound and well-presented data. The Government needs to publish explicit
and comprehensive information on the amounts of money it raises through taxes
and charges on road users. (Paragraph 27)

The British driver is sometimes portrayed as uniquely highly-taxed. Yet, taken
overall, the taxes and charges paid by drivers in comparable European countries,
such as the Netherlands and Germany, are not so different to those in the UK. We
support the UK emphasis on car-use taxes, as opposed to car-ownership taxes. It is
more equitable that those who consume more should pay more. Such taxes are more
likely to incentivise less fossil fuel consumption and therefore lower CO2 emissions.
The fact that it is 18% cheaper to run a car now than twenty years ago combined with
increases in the real level of bus and rail fares over the same period, makes it more
difficult to encourage modal shifts from cars to public transport. The basis of
Government policy should be to reverse these trends. (Paragraph 35)

Should expenditure equal revenue?

4.

An integrated transport system is vital for sustainable economic growth and
development in the UK. We support greater investment in transport, including the
road network, for a range of purposes including reduced congestion, economic
regeneration and road safety. We welcome the increased spending by the
Government on transport, including roads, over the past decade. We believe there is
justification for greater levels of spending in the future and urge the Government to
increase spending on transport as part of its efforts to stimulate the economy.
(Paragraph 41)

Whilst it is clear that the capital city will continue to enjoy the highest levels of
transport investment, the case for investment in other regions is also important. We
have heard no case put forward by the Government as to why the gap between
investment in London and the English regions is increasing. The Government
should attempt to reduce rather than increase this disparity. We are concerned that a
major source of funding for such investments, the Transport Innovation Fund, is still
dependent on road pricing being part of the package, despite the political
impossibility of progressing it. (Paragraph 44)
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Account should be taken of the full cost of road use, including social and
environmental externalities, when considering the structure of taxes and charges on
road users. Much work has been done to calculate monetary valuations for a wide
range of effects but there will always be uncertainties and gaps in the valuations.
Policy objectives, public acceptability, the impacts on business and the availability of
alternative means of transport will always be important factors. (Paragraph 51)

We entirely understand that motorists do not like paying tax—nobody does.
However, trying to create a balance between motoring taxes and expenditure on
roads is not a good way to make public policy or a basis for major public expenditure
decisions. Road investment should be justified on the basis of wider transport policy
objectives, needs and benefits. (Paragraph 57)

We reject in general the notion of hypothecation of transport taxes. This would be
impractical and lead to bad decisions on public expenditure. However, there is a case
for earmarking the revenue from specific local charges for spending in that
geographical area and on that broad policy area in order to gain public acceptability
and to ensure fairness. (Paragraph 58)

What measures have been tried?

9.

10.

11.

Fuel duty is, in most respects, the better way to raise revenue, to encourage fuel
efficiency and reduce CO2 emissions. Those who consume the most and pollute the
most, pay the most. Motoring organisations and others see it as a fairer tax and
suggest that there should be a switch from Vehicle Excise Duty to fuel duty.
However, raising the same overall sum would involve a substantial hike in fuel duty.
Given existing high levels of fuel duty, it is not clear if such an increase would be
supported by motoring organisations or the public. We recommend that the
Government focuses future measures on taxes that vary with use, such as fuel duty.
(Paragraph 68)

We acknowledge that the Government has moderated the increases in Vehicle Excise
Duty rates and agreed to phase their introduction. This is to be welcomed. However,
the whole process has been handled badly. Perhaps the most worrying aspect of the
recent Vehicle Excise Duty changes is the damage that has been done to the image of
environmental taxes and the loss of trust by motorists in the tax system. It is vital that
future motoring tax changes are better planned and not perceived by the public as
retrospective. (Paragraph 75)

The London congestion charge was a bold initiative and a flagship for a wider
approach to rejuvenating transport in London. Initially the charge reduced both
traffic and congestion but congestion has now returned to pre-charge levels. It has
encouraged bus use and cycling, and made central London a more pleasant place.
The economic appraisals are positive. It is worrying, however, that after five years of
operation, running costs remain high, consuming almost half the revenue generated.
The level of enforcement required remains high and, without the income from fines,
the operating surplus would be considerably smaller. This reliance on fines is
unacceptable, particularly as it is often visitors to London, who are ignorant of the
congestion charging system, who pay the fines as they have insufficient time to
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correct their mistakes. If congestion charging schemes are to go ahead elsewhere, less
expensive ways of administering them must be found. We endorse the policy of the
London Mayor to make payment of the charge simpler and to reduce the level of
fines through better information. (Paragraph 88)

Improving air quality and health in London is very important but it remains to be
seen whether the London Low Emission Zone will achieve enough that would not
have been achieved by other means to justify the overall cost. The Government and
others need to be mindful of the impacts on business and employment in relation to
the benefits when assessing methods to reduce harmful emissions from transport
and to improve air quality. (Paragraph 96)

We are concerned at the increasing trend to base service charges, such as parking
charges, on grounds unrelated to the service. If parking charges are to be used for
wider policy purposes, these should be proportional, explicit and properly justified.
(Paragraph 100)

What options might be tried and why?

14.

15.

16.

17.

The Government’s research into road pricing has been underway for a long time,
with apparently little to show for it. Ministers are reluctant to indicate when a
decision is likely to be reached. The issues that we raised in our previous report
remain to be resolved. Yet the UK has some of the best researchers and technology
companies, and has the well-monitored experience of the London congestion charge
to draw on. The Government should clarify its position on road pricing research:
what has been learnt, what key steps remain to be identified, and when it is likely to
be in a position to make a decision on implementation. The research also needs to
show how road pricing can replace other taxes and charges on road users, otherwise
it is unlikely to ever receive public support. (Paragraph 116)

It seems unlikely that more than a handful of local authorities will pursue congestion
charge proposals in the near future. The Government therefore needs to reconsider
its approach to the Transport Innovation Fund. Monies that were earmarked by HM
Treasury for transport should not be lost to transport for want of a charging element
in otherwise sound proposals. (Paragraph 121)

Congestion in our cities and on our major road network demands action. And the
shift to low-carbon vehicles will reduce Government revenues from fuel duty and
Vehicle Excise Duty. The Government needs to find a new consensus for the way
forward on motoring taxation. This must be fair to all, including those on low
incomes and those with limited transport choices. It must also be revenue neutral
and not seen as an additional tax on road users. We accept that a consensus will be
difficult to achieve but greater progress is needed. (Paragraph 127)

The Dutch seem to have found a winning formula for national road pricing,
although it has yet to be tested against experience. UK authorities have designed
schemes to cut congestion and improve public transport. In contrast, the
Netherlands have based their scheme on fairness and replacing unpopular fixed taxes
with a more equitable charge. It is simple to understand and comprehensive so it



48

18.

19.

does not create anomalies. It has been developed with and by the country’s major
motoring organisation. The UK Government should monitor progress in the
Netherlands carefully and see what lessons can be applied in the UK. (Paragraph
132)

Voluntary road pricing schemes—Government run or commercial—may offer a way
forward. It may well be that a ‘black box’ offering a combination of information,
communications, navigation, entertainment, safety features and pay-as-you-drive
charging options may appeal to a significant number of motorists and businesses. If
this influenced the behaviour of even a minority of drivers, persuading them to drive
at less congested times, this might prove beneficial to all. In order for such schemes
to be viable, the Government needs to work with industry to ensure that the
infrastructure is in place and that systems are interoperable. We recommend this
approach be pursued. (Paragraph 137)

Given the lack of progress with local congestion charging schemes, it is important
that the potential benefits of workplace parking levy schemes are properly
considered. The burden of such schemes inevitably falls on a minority of employers,
which means that the response to consultation cannot be determined on the basis of
a simple majority of respondents. The Government should provide guidance on the
criteria on which the results of consultation for workplace parking levy schemes
should be assessed and should produce proposals for a legislative framework for
referenda on congestion charging schemes and workplace parking schemes. The
decision on whether to proceed should, however, remain a local matter. (Paragraph
141)

Road freight

20.

21.

Competition between the UK freight industry and overseas hauliers must be on a fair
basis and health, safety and environment standards must not be compromised. The
Government seems to have made little progress on this since our last report on
freight. The Government should speedily revisit the issue and update its assessments.
It is evident that a national road pricing scheme for all vehicles is not in prospect in
the immediate future. This means that the Government should consider if a lower-
cost lorry user charging scheme might yield worthwhile benefits, within EU rules.
Pricing incentives to encourage greater integration between road and rail freight
services should also be incorporated into the scheme. (Paragraph 157)

Penalty charge notices are an enforcement tool and not a charge for a service. Yet
they are a significant cost to industry and the private motorist. It is vital that penalty
charge notices retain their credibility as an enforcement tool. They must not be used,
or perceived to be used, as a means simply of raising revenue. Systems which rely on
a high level of PCNs to enforce them would seem to have inherent design flaws. We
recommend that the Government produce guidance to ensure that a greater
proportion of revenue raised through penalty charge notices is redirected to
resolving the problems that give rise to the infringements. This might include better
signage, loading or parking facilities. (Paragraph 165)
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Conclusion

22.

There is insufficient linkage between HM Treasury’s policy on road user taxes and
the Department for Transport’s policy on transport. We urge the Government to
more closely integrate its policies on taxes on road users with its policies on
transport. (Paragraph 169)
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Annex—Road pricing in the Netherlands
and Germany

1. The Transport Committee visited the Hague in the Netherlands and Hanover, capital of
the State of Lower Saxony in Germany, from 17-20 November 2008. The purpose of our
visit was to hear about different forms or road user charging as well as the licensing and
enforcement of road safety standards for heavy goods vehicles. The visit was specifically
linked to two inquiries for which we started taking oral evidence in November 2008. These
were:

a) Taxes and charges on road users, and
b) The enforcement activities of the Vehicle and Operator Services Agency (VOSA).

2. The Netherlands was particularly pertinent to our inquiry on Taxes and charges on road
users because it is the first country in the world preparing to introduce a national road user
charging scheme for all vehicles on all roads. Germany already operates a motorway
charging scheme for goods vehicles over 12 tonnes. Both Germany and the Netherlands
have high volumes of transit freight vehicles, making them useful case studies for our
inquiry into The enforcement activities of VOSA.

3. We met a wide range of politicians, officials, road user representatives and academics in
both countries. We are most grateful to all those who took the time to meet us and to share
their experiences with us. We are particularly grateful to Mr Herman Dinkla, President of
the Lower Saxony State Parliament, Mr Hugh Mortimer, Deputy Head of Mission at the
British Embassy in Berlin and Mr Lyn Parker, British Ambassador to the Netherlands for
their kind hospitality in Hanover and the Hague respectively. We would also like to thank
Max Scragg from the British Embassy in The Hague and Harriet Wells and Georgina Ellis
from the British Embassy in Berlin for organising our programme and accompanying us
throughout our visit.

The Hague

Mobility Policy 2004

4. The Netherlands has a high population density, which is relatively evenly spread, with
the exception of the sparsely populated northern edge of the country. There are no large
cities, such as London or Paris, and more than 40% of the population live in the so-called
Randstad area. The Randstad covers four medium-sized cities—Amsterdam, Rotterdam,
Utrecht and The Hague—and the areas in between these cities. There is a high density
motorway network, as many main roads have been converted to motorways. Car
ownership is ‘moderate’ although, due to the high population density, it has the highest
density of cars in Europe (except for Malta) at 170 passenger cars per km* There is a well-
developed and highly utilised rail system to complement transport by road. A dedicated
freight line has been built from Rotterdam to Germany.
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5. In 2004, the Dutch Government launched a national strategy for transport, the Mobility
Policy. The policy was drawn up at a time when the primary focus was on the impact of
transport and congestion on the economy. It is now being updated to take account of
shifting policy priorities, notably climate change and sustainability issues. The new
emphasis on sustainability has helped to win greater public acceptance for the strategy. The
Mobility Policy seeks to integrate all modes of transport in a ‘door-to-door approach’. The
objective is that all citizens should have reliable, predictable and acceptable travel times by
2020.

6. Travel by all transport modes (car, rail, other public transport and bicycle) has increased
greatly over the past half century, but as in most other Western countries, the growth in car
travel has outstripped other modes to become the dominant mode. Traffic growth in the
Netherlands, particularly the Randstad is exceeding available road capacity and causing
increasing congestion. The biggest challenges are in the metropolitan areas. The objective
of the Mobility Policy is to optimise the use of existing infrastructure before building new,
and to introduce road pricing before 2012. This includes dynamic traffic management.
Parallel objectives of the Mobility Policy are to facilitate seamless transfers between
different transport modes (public transport, car and bicycle), and improve the railways,
particularly by tackling overdue maintenance.

7. The 2004 Mobility Policy did not reverse the trends for growth in car use and
congestion. A revised Strategic Mobility Action Plan was therefore launched in October
2008. This plan adds three new strands to the Mobility Policy. Firstly, new infrastructure
will now be built concurrently, not consecutively, with the other pillars in the action plan.
Secondly, a new awareness-building programme is to be adopted. Road pricing is part of
the awareness-raising programme. It is intended to make it easier for travellers to compare
the costs of car and public transport trips. Finally, public transport services will be
expanded and improved. The objective is that all these measures will come to fruition
before 2028, when the Netherlands hopes to host the Olympic Games.

8. The road network in the west of the country is to be improved with dual 4-lane
highways. There will be greater separation of “ongoing” and regional traffic and the target
is to increase the average speed for cars. Smoother traffic flows and reduced congestion are
expected to marginally reduce CO, emissions. Casualties are not expected to be affected as
a result of these measures.

9. Unlike the UK or France, the Netherlands does not have a regional (secondary) road
network. This means that all traffic is routed onto the motorway network, even for
relatively short distances. Furthermore, because there are very few alternative routes, road
works can cause long delays. The Dutch motoring organisation, ANWB has proposed a
‘Robust Network vision” whereby long distance and regional (<30 km) traffic would be
separated. This would require an improved network of inter-urban regional roads with
more multi-level junctions, and motorways would have fewer entry/exit points. The road
pricing scheme would provide additional funds for these road improvements.

Travel in cities

10. We heard that building additional capacity for cars in cities is not seen as a viable or
desirable option. Demolishing buildings to make way for roads is not seen by the public as
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an acceptable option. A number of options have been tried to reduce congestion in cities.
Cycling is being promoted successfully but there are cultural objections to cycling from
some ethnic groups, which need to be addressed. Park and ride schemes have not been
particularly successful, perhaps because the congestion is not bad enough and public
transport is not fast enough for drivers to choose this option. Parking restrictions and high
parking charges in cities were seen by some as key to make this policy effective. There is a
growing trend towards banning large goods vehicles from towns and some rural areas, and
freight industry representatives told us that this was causing difficulties for operators.

11. There have been experiments with free public transport but generally this is not
feasible. The experiments did not achieve a significant transfer from cars to public
transport. There has, in any case, been a 50% growth in public transport use over the past
20 years and some local authorities are concerned that they do not have adequate funding
to expand service provision to match the growth. We were told that in The Hague, and
elsewhere, there is an outflow of population from cities to smaller towns and villages. This
presents a different transport policy challenge for local authorities. It is harder to serve a
more dispersed population through public transport.

Road Pricing in the Netherlands

12. There have been six previous attempts to introduce road pricing and congestion
charging in the Netherlands. All have failed due to insufficient public and political support.
Previous proposals had always been justified on congestion and environmental grounds.
The current proposal is to replace fixed taxes (car purchase tax and ‘circulation’ tax) with a
charge per kilometre. There are no plans to reduce fuel tax.

13. The scheme is not designed to charge drivers for the cost of ‘externalities” but simply to
replace the revenues from existing fixed taxes, notably car purchase tax, with a charge
which reflects the use of the road network rather than car ownership. In other words,
fairness is a key principle of the scheme, which will be ‘burden neutral’.

14. The scheme implementation costs are estimated at £3 billion and the Dutch Parliament
has imposed the condition that operating costs must be less than 5% of revenue from the
scheme. This is a major ‘headache’ for officials who currently forecast costs to be between
7% and 8%. Operating costs of 5% would be a great achievement compared to existing
charging schemes elsewhere.

15. The Dutch Government recognised from the outset that for any road pricing scheme to
gain public and political acceptance, it was essential to build a broad and consensual
coalition behind the scheme. Consequently, a coordinating group ‘Platform’ was
established in 2005 to design the new scheme. Platform was chaired by Mr Nouwen, a
former President of the Royal Dutch Touring Club (ANWB) who had been a leading
opponent of previous road pricing proposals, notably in 1999. Community and business
organisations were also involved. Platform concluded that:

a) a price-per-km scheme that varies by time, place and environmental impact should be
introduced;

b) the scheme should cover all roads and all vehicles;
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c) current fixed and annual taxes for vehicle purchase and ownership should be
eliminated, and

d) revenue should be ring-fenced for investment in mobility policy, mostly road
infrastructure but also public transport.

16. The Government accepted these recommendations, and road pricing is to be
introduced on all roads, for all vehicles, with a basic rate for all roads and an additional
congestion charge based on time and place. The rates will vary for different vehicle types
according to their environmental characteristics. The charges will be set to yield an amount
equivalent to the revenues that will be foregone from the reduction in other taxes—
“burden neutrality”. The system will be based on satellite technology there will be multiple
service providers if possible. The scheme will be phased in, starting with large goods
vehicles in 2011 and with cars starting to pay between 2012 and 2016. It is forecast that the
charge will reduce traffic marginally but that it will have a substantial impact on
congestion. There will be small reductions in CO, and PM,, emissions.

17. All vehicles will be fitted with an on-board unit (OBU) that will link to GPS satellites.
Lorries must be fitted with an OBU at the owner’s expense. Foreign-registered lorries will
be required to pay but will not be obliged to fit an OBU. (Under EU legislation, OBU-
fitment cannot be made compulsory.) The desire is to include foreign cars but there is no
firm proposal at present.

18. The data on location, time and distance travelled will be stored in the OBU—only
information on the charges will be held centrally. This is to meet privacy and data
protection requirements stipulated by the Dutch Information Commissioner. The initial
cost of installing an OBU in existing cars will be paid by the Government. The objective is
to have a system that is 99% accurate in terms of communications and location.

19. A series of trials with motorists will take place in 2009-10. Legislation and final
implementation decisions are planned for 2009-10. It is a major challenge for the Dutch
Government to identify suitable business partners and to procure systems. The
Government is seeking multiple suppliers to reduce the risk of creating a monopoly
supplier. It is hoped that additional commercial services, such as roadside assistance, can
be incorporated into the system in order to share the fixed costs, thus reducing costs to the
Government. Legislation is coming into force, and the tendering process is due to
commence in early 2009. The Royal Dutch Touring Club (ANWB), along with other key
stakeholders, is closely involved.

20. The Dutch scheme will be unique—there is no other road pricing scheme in the world
that covers an entire country, includes passenger cars, and is based on burden neutrality.
The car purchase tax, annual circulation tax, Eurovignette and provincial charges currently
raise £8 billion. This will be transferred to the price per km charge. The changes to fixed
taxes are being phased in prior to 2012. It is estimated that about 50% of motorists will be
better off under the proposed system as their mileage is lower than the average.

21. The Dutch motorists’ organisation, the ANWB, had opposed previous road pricing
proposals, but supports the current scheme fully, albeit conditional on evidence that:
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a) the system will be fair: motorists will pay only for the driving they undertake;
b) the system will be cost neutral;

c) privacy is guaranteed;

d) revenue is hypothecated for spending exclusively on infrastructure;

e) the ANWB will have a say in spending decisions;

f) the system will be transparent; and

g) alternative transport options must be adequate.

22. The organisation conducted a large scale survey on the attitudes towards road pricing
among its 3.9 million members. This showed that 70% were opposed to road pricing, but
lacked a clear understanding of the details of the scheme. Once members were given an in-
depth explanation of the scheme, the results were reversed. ANWB representatives
emphasised to us that communication was crucial. If the ANWB’s conditions were not met
in full, and a majority of its members continued to oppose the scheme, the ANWB would
withdraw its support. The ANWB’s current concerns were about the lack of guarantees for
multiple service providers, and the lack of ability to challenge the kilometres recorded.

23. Dutch hauliers are strongly in favour of the Dutch road pricing scheme as they believe
it is fair, open, comprehensive and includes the hypothecation of revenue for road
investment. The scheme is intended to be revenue neutral for Dutch lorries. Hauliers made
the point that it was easier for them to calculate and transfer per-kilometre costs to
customers than was the case with the current fixed cost type of taxation. Industry
representatives did, however, express some anxiety about competition from foreign-
registered vehicles, and the possibility of such vehicles escaping the charge.

24. Local authorities were generally supportive of the road pricing scheme. However, there
was, as yet, no agreement about how the revenues from the kilometre charge would be
distributed to local government, which would be crucial to their ability to help achieve the
objectives of the scheme.

25. Representatives of several different organisations and interest groups that we met noted
that there will be a General Election in the Netherlands in 2010, but none of them thought
the road pricing scheme would be an issue in the election campaign, nor indeed in voters’
choices.

Eurovignette

26. The Dutch Government welcomes the broad tenets of the Eurovignette Directive,
including moves to provide a European methodology for the internalisation of external
costs, in order to reduce the negative impacts of transport. However, the Dutch
Government believes that the effect on the environment and competitiveness must be
known. Internalisation needs to be part of a broader strategy and the differences between
modes should be taken into account. It wants the scope of the Directive extended to the
entire road network, to include compulsory earmarking (hypothecation) of revenues and
binding calculations (caps). The scheme must be fair, balanced and effective.
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27. Dutch hauliers accept the ‘polluter pays’ principle inherent in the Eurovignette
Directive, and want this applied to all modes, including rail. They also want to see noise
pollution included in the calculation of externalities. Industry representatives also argued
that it was wrong to charge only large goods vehicles (LGVs) for congestion as they suffer
from congestion to a greater extent than they cause it.

The road freight industry in the Netherlands

28. We heard that Dutch hauliers have a strong position in European logistics, based in
part on the strong onward links afforded by Rotterdam port and Schipol airport. 12,000
road freight operators are registered in the Netherlands. A high proportion of these operate
internationally. Around 60% have between one and four lorries, but the sector is becoming
more polarised with increasing numbers of one-man operators and large companies—the
number of mid-size operators is declining. There is a high level of sub-contracting in the
sector.

29. Industry representatives told us that the economic recession was having a serious
impact on the industry. The main haulage costs were labour and fuel, and the volatility in
fuel prices had been difficult for operators to manage. The market was very competitive
and margins were low. We were told that much international road transport was now loss-
making.

Longer and heavier vehicles

30. The policy of promoting a modal shift of freight from road to rail has had only minor
impact in the Netherlands. The freight industry supports the expansion of rail transport
but the quality of service is seen as inadequate to meet the needs of many potential
customers. Freight industry representatives said that the dedicated rail freight line, costing
£5 billion, could not so far be seen as a success. The line had not been promoted in
Germany, and this was perhaps symbolic of the inadequate international and EU
cooperation on rail freight issues in general. The industry would like to see liberalisation
and competition in rail freight in order to improve service quality. In the view of Dutch
hauliers, lorry road user charging would be likely to produce only negligible modal shift to
rail. They felt that quality improvements were a more important factor, but stressed that
most road haulage is short-distance and therefore not viable as rail freight.

31. Government policy is now focused on increasing efficiency within modes, rather than
seeking to stimulate a modal shift. There are limited options to increase efficiency of road
freight, and there is a shortage of LGV drivers in the Netherlands. Longer and heavier
vehicles (LHV) could reduce costs (by up to 25%), reduce emissions, and increase capacity.
Dutch hauliers are strongly in favour of the introduction of larger and heavier vehicles
(LHV) throughout Europe.

32. The Dutch have conducted trials with 162 combinations of LHV vehicles, involving 76
operators. The maximum LHV length is 25 metres, as compared to the 18.75 metres
permitted under current regulations. The maximum LHV weight is 60 tonnes. The trials
showed that savings of vehicle miles, fuel consumption and CO, emissions could be
realised through the use of LHVs, potentially reducing transport costs by 30%.
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33. Government representatives admitted that LHV's are an emotive subject but the Dutch
Government believes there are significant benefits to their use. They suggest that 200-400
million km (7-14% of total) could be saved. LHVs are more suitable for light goods, over
longer hauls (750 km). A report produced on behalf of the European Commission
recommends the introduction of LHVs. Many EU governments also favour permitting
these vehicles for international use, but both the German and UK Governments are
opposed to the use of LHVs.

Cabotage

34. The Dutch haulage industry is opposed to the protection of domestic road freight
markets. Cabotage levels in the Netherlands and Germany are amongst the highest in the
EU due to the comparatively low labour costs of competing countries, particularly in
Eastern Europe. Industry representatives told us that it is impossible to enforce current
cabotage rules properly'” and they would like them abolished—a view opposed by the
Governments of the UK, France and Germany. Dutch hauliers do not believe that foreign-
registered lorries or drivers—including those from CEE states—have a worse safety record
than they do.

35. Dutch hauliers told us that illegal immigrants were a growing problem for hauliers
travelling to the UK. In their view, UK authorities were now fining hauliers but were doing
less to eliminate the causes of the problem. It was very hard for drivers to detect or prevent
illegal immigrants from boarding vehicles as the traffickers were becoming very
sophisticated.

Hannover

36. More than one third of German economic output goes to export, earning the country a
place among the top three exporting economies in the world. The German freight market
is dominated by road haulage, facilitated by the extensive network of more than 12,000 km
of motorways (Autobahnen) Although rail and inland waterways are handling increasing
shares of the freight market, road haulage remains dominant.

The ‘Maut’

37. The German Maut, the road user charge levied on Heavy Goods Vehicles on German
Motorways, was introduced by the Federal Government in January 2005. The system is
operated by a private consortium of companies, led by Deutsche Telekom and Daimler
Financial who have formed Toll Collect as a joint venture. The charge applies to vehicles
weighing in excess of 12 tonnes only, and is calculated on the basis of kilometres driven as
well as the emissions category and the number of axles of a vehicle. The charge applies to
German and foreign-registered vehicles alike.

38. The objective of the Maut was, in part, to optimise the management of congestion on
the motorway system, and to raise funds for renewed investment in transport

147 These rules seek to restrict foreign-registered vehicles to three trips per week within an EU country other than the
country of registration.
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infrastructure. The legislation introducing the Maut did not include hypothecation, but the
political settlement between the States, as represented in the Upper House (Bundesrat) and
the political parties in the Federal Parliament (Bundestag) included an understanding that
revenue raised from the toll would be reinvested in the road network.

39. The Maut is an automatic system based on GPS technology and on-board units (OBU)
in the vehicles. There are no toll booths, and therefore disruption to the traffic flow.
Vehicles not fitted with OBUs—primarily foreign vehicles—are able to pay the toll
manually on the internet or at more than 3,500 toll station terminals, eg petrol stations.
More than 600,000 vehicles from many different countries are fitted with OBUs. About
90% of toll revenue is collected through OBUs, with the remaining 10% being processed
through the manual payment systems. Monitoring via gantry-mounted cameras as well as
stationary and mobile enforcement checks serve to prevent toll avoidance and to ensure
that drivers who do circumvent the system are caught and fined. Violation rates are,
apparently below 2%, though industry representatives argued that toll avoidance was very
high among non-German hauliers. First time offenders are fined between €100-€400, with
the maximum fine, reserved for repeat offenders, set at €20,000.

40. We heard some concern from freight industry representatives about errors arising from
inaccurate readings. One example was that HGVs travelling on roads adjacent to
motorways were sometimes detected by the GPS system as being on the toll network.

41. Industry representatives told us that the structure of toll rates is characterised by certain
anomalies. In particular, whilst vehicle emissions class, along with axle weight, is key to the
toll incurred, the rates for different emissions classes do not always allow for sensible
investment decisions. The classification of vehicles used is the Euro 1-5, where 5 is the least
polluting type of vehicles. Euro 5 will only be introduced in September 2009, whilst a Euro
6 class will be phased in from 2014. Most German hauliers have invested in Euro 3 vehicles
and expect to upgrade directly to Euro 5, skipping Euro 4 which does not give large
emissions benefits. However, the 2009 charge per kilometre for Euro 3 was increased from
€0.13 per km to €0.204 per km for vehicles with four or more axles. As a result, many
hauliers are paying substantially higher tolls at a time of recession without being able to
make a sensible investment to upgrade until Euro 5 is introduced. The Federal
Government argues that once fleets are able to convert to Euro 5, toll revenues will decline.
However, this ignores the growth in vehicle kilometres.

42. The net revenue from the Maut goes to the federal government rather than the
individual states where the revenue is raised. Annual gross revenue was €3.4 billion in
2007, but the cost of operating the toll system is considerable. The net revenue, or ‘profit’, is
mostly spent on roads, with some funds going to rail and inland waterway infrastructure.
Industry representatives were critical not only of the high administration costs but also of
the way in which the revenue was spent. They had expected the revenue raised to be
invested in the construction of new motorway infrastructure. In reality, the money had
been ploughed into the maintenance of existing infrastructure. Funds from general
taxation for the motorways had declined to offset the new toll revenue. Overall motorway
expenditure had not increased in 2005-2008, as compared to 2001-2004, before the
introduction of the toll.
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43. Toll rates have increased in 2009, a move which was strongly opposed by German
industry—not just the freight industry—who were concerned about the additional costs
being passed on to consumers in an already depressed economic environment. The
increase has only served to strengthen the calls to ensure that, at the very least, all toll
revenue be earmarked for investment in new motorway infrastructure.

44. There have been suggestions that the Maut should be extended to include cars. German
industry is strongly opposed to this proposal because of the potential impact on the
German automotive industry and consumers alike. Furthermore, it was felt that if the tolls
were applied to cars, many drivers were likely to switch from the motorways to untolled
local roads, resulting in increased congestion and increased emissions of greenhouse
gasses. Also, the system capacity would have to be greatly upgraded to cope with millions
of passenger cars.

Foreign registered vehicles

45. Until 2005, Dutch hauliers were the dominant European hauliers, but this position has
now passed to companies based in Poland. Many of these are owned by German and
Dutch companies which have ‘flagged out’ (registered in another country) in order to
benefit from the significantly lower labour and fuel costs in Poland.

46. In Germany, some 70% of exported freight is carried by foreign-registered hauliers.
Such hauliers are meant to pay the road toll, irrespective of whether they are fitted with
OBUs. We heard forceful criticism from the German haulage industry that enforcement
against foreign-registered vehicles not fitted with OBUs is sorely inadequate. It was also
highlighted to us that existing cabotage rules are of limited benefit because they are
virtually unenforceable. We were told that, as in most other EU states, data on cabotage is
unreliable due to non-declaration, and the statistics are therefore unreliable too.

47. Unlike the planned scheme in the Netherlands, the Maut was not accompanied by a
commitment to an equivalent reduction in other taxes and charges on hauliers. German
hauliers therefore pay the toll on top of the pre-existing fuel and vehicle taxes, affecting
their ability to compete with hauliers from neighbouring countries where these taxes and
fuel prices are significantly lower. For example, many LGVs can drive 3,500 km on one
tank of diesel, and foreign drivers are therefore able to avoid buying fuel in Germany
altogether, saving significant sums of money.

48. A fixed rebate of €600 million for German hauliers in the form of reduced vehicle tax
and an innovation programme was included in the political settlement that laid the
foundation for the Maut. However, German hauliers expressed considerable dissatisfaction
with the fact that only €350 million has so far been rebated. This compares with €1.8
billion of tolls paid by German hauliers.

49. Although the toll means that foreign hauliers now pay a fairer share of road costs in
Germany, industry representatives emphasised that the failure to compensate German
hauliers adequately has had a significant adverse impact on their competitiveness. This was
compounded by the tough economic climate, high petrol prices and the fact that
regulations are more onerous in Germany than in many other European countries.
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Outcome

50. The volume of large goods vehicles (LGVs) on German motorways has not reduced—
international trade has continued to grow and demand for road transport is ‘inelastic’. In
fact, total toll kilometres increased from 24 billion in 2005 to 29 billion in 2007. However,
according to Government representatives, capacity is now significantly better used with
improved loading levels, and the proportion of vehicles travelling empty reduced by
around 10%. There has also been a modest increase in rail freight of around 7%, though it
is difficult to determine to what extent this results from a modal switch from roads. There
has been very little diversion of traffic on to other roads, as some critics had feared before
the introduction of the toll. Evidently, any savings in tolls are outweighed by the increased
costs from longer journey times. Another fear had been that hauliers would switch to
smaller vehicles which do not have to pay the toll, but again, there has been only a small
increase in the number of vehicles below 12.5 tonnes. The proportion of lower emission
LGVs on the roads has increased. The number of vehicles in the most polluting categories
has halved. However, it is difficult to determine the overall impact on emissions resulting
directly from the Maut, partly because it is difficult to distinguish the impact of the toll
from the impact of high fuel prices and other factors.

51. Some industry representatives felt the Government overstated the positive impact of
the toll, arguing that the true impact on traffic volume, congestion and emissions had in
fact been negligible. They presented data showing that there had been no reduction in
vehicles running empty since the Maut was introduced. In their view, there was an urgent
need for a reappraisal of the system and, in particular, for renewed investment in
motorway infrastructure. The German haulage plan was already outdated. In 2008, actual
demand for road haulage had passed the 2015 projection. Further rapid growth was
predicted.

LGV enforcement

52. The BAG, the German Agency for Freight (Bundesamt fiir Giiterverkehr), carries out
many of the functions with which VOSA is charged in the UK. The BAG is responsible for
the inspection of large goods and public service vehicles (LGVs and PSVs), carrying out
more than 600,000 inspections per year. The BAG works closely with other authorities
such as customs and the police both in Germany and in neighbouring countries. The BAG
is charged with enforcement of the Maut. Toll Collect, the company which runs the Maut
provides the technology and equipment required by BAG to enforce the toll.

53. We heard that there are particular concerns about overloaded vehicles—mostly 40
tonne LGVs as well as infringements of drivers” hours regulations. There is a widespread
perception that a disproportionate number of infringements occur with vehicles registered
in countries other than Germany. However, the safety of LGVs overall has improved
substantially over the past 25 years, with deaths per million vehicle kilometres reduced
from 7.5 in 1982 to 2.3 in 2007. Total deaths involving LGV have fallen by 41% over this
25 year period. The evidence does not support the view that the safety record of foreign-
registered vehicles, including those from EU accession states and central and Eastern
Europe, is any worse than for German vehicles.
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Formal Minutes

TUESDAY 14 JULY 2009
Members present:

Mrs Louise Ellman, in the Chair

Mr John Leech Graham Stringer
Sir Peter Soulsby Sammy Wilson

Draft Report (Taxes and charges on road users), proposed by the Chairman, brought up
and read.

Ordered, That the draft Report be read a second time, paragraph by paragraph.
Paragraphs 1 to 169 read and agreed to.

Annex, Road pricing in the Netherlands and Germany, agreed to.

Resolved, That the Report be the Sixth Report of the Committee to the House.
Ordered, That the Chairman make the Report to the House.

Ordered, That embargoed copies of the Report be made available, in accordance with the
provisions of standing Order No. 134.

Written evidence was ordered to be reported to the House for printing with the Report.

[Adjourned till Wednesday 15 July at 2.30 pm.
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Wednesday 5 November 2008

Professor Stephen Glaister CBE, Director, Royal Automobile Club
Foundation for Motoring, Dr Malcolm Fergusson, Senior Fellow, Institute
for European Environmental Policy and Mr Andrew Leicester, Senior
Research Economist, Institute for Fiscal Studies

Mr Jim Coates, Chairman, Road Capacity and Charging Forum, Chartered
Institute of Logistics and Transport in the UK (CILT), Professor Alan
McKinnon, Heriot-Watt University, Director of Logistics Research Centre,
and Professor Jon Shaw, University of Plymouth, Professor of Transport
Geography
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