FINANCE OF TRANSPORT SERVICES

Available funding from DG TREN programmes for tyaos services is €450 million
from 2007 till 2013 In 2007 the total EU contribution was nearly €@&dlion to all
Marco Polo projects including all member-states levim 2006 was only €19 million.
On average there will be approximately €65 miller year for the next 6 years. DG
TREN has progressively pursued different typesdhprships with the private
sector as a means of gaining access to additioesburces, as well as to capitalise
on the private sector’s efficiency and ability tmovate.

DG TREN Schemes

This section intends to present recent trends inMR&N programmes for supporting
transport services in terms of available fundingafco Polo” scheme is a major
financial support for the maritime sector. “Motomyseof the Sea” and “Traffic
avoidance” have been covered by the Marco Polonsehender the management of
the Executive Agency for Competitiveness and Intiona(EACI). Also national
governments support the transport sector via lsdaémes. These combined financial
tools demonstrate the EU commitment to sustaitratssport services competitive.

DG TREN programmes vary in terms of financial sigaince and actions supported.
In result of recent changes, Marco Polo programaseleen extended until 2013
covering specific activities such as modal shiiffic avoidance, common learning,
catalyst actions and motorways of the sea. It grinancial assistance for improving
the environmental performance of the freight tramspystem. Actions funded under
this scheme have to be international in geogragptope — these include aid for
actions within a few EU member-states. It rewandggets demonstrating a real
environmental benefit. The total aid granted fpreject does not exceed 50% of
eligible costé. The programme budget is €450 million until 20IBe budget for
2008 is €57,422,00@vhile in 2007 about €50 million were invested iffeting
actions:

Tablel: Total EU contribution, 2007

Modal shift actions €31,960,427
Catalyst actions €7,826,249
Common learning actions €2,083,095
Motorways of the Sea €6,800,000
Traffic avoidance -

Total €48,669,771

Source: http://ec.europa.eu/transport/marcopol@pt&/projects_en.htm

! http://ec.europa.eu/transport/marcopolo/home/h@méatm

2 Regulation (EC) No 1692/2006 of the European Biandint and of the Council

% EU, Commission Decision COM (2008), 2014 Concegrilve 2008 work programme for grants and
contracts in the fields of transport and energy



“Motorways of the Sea” is innovative in terms ofjistics, technology, methods,
equipment, products, infrastructure or servicess @btion aims at encouraging very
large volume, high frequency intermodal servicedreight transport by short sea
shipping, including combined freight-passengerises/as appropriate, or a
combination of short sea shipping with other maafesansport. Its budget for 2008
is €20 million. The financial assistance is maximoih35% of the total expenditure
necessary to achieve the objectives of the attlar2007 only one proposal achieved
funding: Ro-Ro services from Belgium via Franc&pmain. The grant was nearly €7
million.

In addition to the DG TREN contribution, there afgo national programmes to
finance transport services in Europe. The Swisssprart policy is based on distinct
objectives for modal shift and shows clearly thevpoof policy tools. Protection
against negative effects due to heavy traffic idekimeasures such as transfer of
transalpine freight transport from road to rail alehial of road capacity. There is an
explicit modal shift target in the traffic transfact; namely, to reduce the number of
heavy goods vehicles crossing the Alps by roadrt@aaimum of 650,000 per year
until 20509. Subsidies are in the range of CHF 3H0am per year (about €220
million)>.

German authorities are committed to delivering lgghlity services. In Germany the
financial state aid for terminal construction haasialated the implementation of new
intermodal services. Subsidies can be up to 858eninvestment including land
acquisition, necessary infrastructure, buildingsiipments and costs of plannfng

In the UK, the Department for Transport allocatedesborne freight grants (WFG),
which assists companies with the operating costarofing water transportation
instead of road. The funding in 2007 was £20 millio support freight transpdrt

In result, both the national authority and the Elohanistration provide public funding
for the transport services in Europe. However tharice is limited to few millions
annually and usually the application proceduresameplex. “Marco Polo” case
study demonstrates some of the difficulties thaganies may experience in the
process of establishing a start-up business wiadgmftial assistance from the EU.

* Regulation (EC) No 1692/2006 of the European Bwamdint and of the Council

® Federal Office of Transport, Switzerland, “Swissiffsport Policy: Shift from road to rail”
http://www.greens-efa.org/cms/default/dokbin/187/280.pdf

® http://www.bmvbs.de

" http://www.dft.gov.uk/pgr/freight/waterfreight







REAL EXPERIENCES

CASE 1: In 2003, an alliance of two shipping companies planed a Short
Sea services from the North of France to a northern lberian port. The
Marco Polo subsidy was granted for €2 million subject to achieving the
cargo targets for the first three years. The forecasted losses for the first
year were close to €6 million. The subsidy process was abandoned and
the project was discarded.

CASE 2: In 2006 a project was submitted to the Marco Polo program, in
this case, the link was to be established between the lberian peninsula
and south of England. In this project the ship was a ROPAX ship aiming to
capture accompanied cargo and targeting passenger and their cars to
improve the profitability of the new service while spreading the risks on
two differentiated markets.

The subsidy was for €2 million, the forecasted losses for the three start-up
years were €9 million.

The project was launched in May and ran for 9 months, the decision was
taken to withdraw the service as the results were not in line with the
expectations, basically the gross margin fell €3 million short and
operational margin was — €8.2 million vs the - €3.3 million forecasted for
the first year. Again, the losses in the first year were 4 times bigger than
the expected subsidy, so when the subsidy was confirmed it did not
change at all the decision to cancel the project.

These two cases show the Marco Polo program was not the main driver
to launch, nor a reason to continue a short sea project. An interesting
research could be to identify how many new services, of a significant
size, were actually launched after a Marco Polo subsidy was granted
and how often it just came to support an already existing initiative.

In this context, it is recognisable that any aaaisil public involvement in stimulating
the short-sea services around the European colhdtevd burden to the DG TREN
budget, especially in time of government constrdi@evironment due to the financial
crisis. But it has to be mentioned that the exgspablic provision seems to be
insufficient to encourage private companies to ckggi additional resources and start-
up a new business service. It is more likely ta finsolution to this problem if the
public and private sectors act collectively and@ase the investments via further
development of public-private partnerships.



