Recommendation concerning environmentally differentiated charging in ports 

Updated on 29 October, 1997
Approved 1996-10-22 by the Board of the Swedish Ports’ and Stevedores’ Association (It should be noted that a further recommendation has been adopted by the SPSA board on October 20, 1997. The contents of the latter recommendation are reflected in paragraphs 4.5 and 4.6 below).

1. Background
Tripartite agreement

In April 1996 the Swedish Ports’ and Stevedores’ Association (SPSA), the Swedish Maritime Administration and the Swedish Shipowners’ Association reached a principle agreement on taking strong measures to reduce air pollution caused by shipping in the form of primarily nitrogen oxide and sulphur emissions. The goal set up by the parties is for these emissions to decrease by 75 % by the start of the 21st century.

The most efficient way of dramatically reducing the emission of nitrogen oxide (NOx) is to install catalytic purification of exhaust, while an equivalent reduction in sulphur emissions (SOx) is possible provided fuel with a sulphur content not exceeding 0.5 % is used. It is primarily these two measures that are dealt with in the tripartite agreement.

It is clear that ferry services and other vessels sailing frequently to and from Sweden are responsible for most of the emissions and rapid positive results from the environmental point of view will be achieved if these ships reduce their emissions by various means. In the first phase, therefore, the financial incentives offered by the Swedish Maritime Administration and the ports as described in the following are aimed at this traffic, regardless of flag.

The Swedish Shipowners’ Association sees it as desirable for shipowners, with the charge instrument as an inducement, to be able to implement the necessary environmental improvements without serious loss of competitive power.

2. Environmental differentiation of the Swedish National Maritime Administration's charges
The proposal (president’s letter 22/96 and a communication dated 1996-04-11 to the port manager) submitted to the Swedish Government by the Swedish Maritime Administration at the end of May 1996 is based on the agreement and aims, with the aid of financial incentives, to rapidly achieve a great improvement with regard to the emissions of the substances mentioned into the air. Very briefly, the proposal is for the charges set by the Government to be differentiated in order to stimulate and reward environmentally friendly operation. Additional costs incurred by shipowners as a result of implementing the necessary measures will therefore be partly compensated and extracted from those who do not implement any such measures.

2.1 Catalyzers
As regards reduced nitrogen oxide emission the Swedish Maritime Administration has based its differentiation on the additional costs the shipowner is estimated to incur by installing catalyzers and using them when propelling their ships. The estimated additional costs are based on a memorandum dated 1996-08-30, drawn up jointly by the Swedish Maritime Administration and the Swedish Shipowners’ Association (Appendix 1).

A discount will be given according to a differentiation system on the shipping lane dues normally charged per ship, so that ships that reduce NOx emissions by about 95 % by using catalyzers will gain the most. Ships that implement other technical measures leading to reduced NOx emission will also benefit to a certain extent.

The Swedish Maritime Administration deems that - even taking into consideration any differentiation that may be offered by the ports - additional financial inducement will be required in order to accelerate installation of catalyzers. The Administration therefore intends "retroactively when the installation has been duly approved and found to fulfil the specified requirements, to refund the ship’s portion (currently lighthouse dues) of the shipping lane dues for one or two years".

2.2 Ship’s fuel
As regards encouraging the use of low-sulphur ship’s fuel, the Swedish Maritime Administration is of the opinion that a differentiation of the ship’s portion of the shipping lane dues would in principle cancel out the financial advantage of using poorer grades of oil. The object of the Administration’s proposal is for the higher grade fuel to be used throughout the journey. The Administration deems that a differentiation should be in the vicinity of SEK 0.50 per unit gross tonnage in order to produce effect for frequent traffic.

3. Description of the political situation

3.1 Communication Committee
According to supplementary directives from the Government, the Communication Committee shall investigate the possibility of developing differentiated charges in the traffic area. The Swedish Maritime Administration has subsequently been commissioned by the Committee to analyse and report on

* traffic policy goals for shipping and the need for any changes thereto

* the influence of shipping on the environment

* the need for measures and proposals as inducement aimed at environmental adaptation in the shipping business

In the case of emissions, measures such as catalyzers and other technical solutions for engines and ships’ design, changing to less environmentally damaging fuel, and financial inducements such as differentiated shipping dues would apply. The "significance of port issues for environmental adjustment of shipping" will also be illuminated after consultation with SPSA and the Swedish Shipowners’ Association. (In the final report of that Committee, issued in mid March 1997, reference was made to the tripartite agreement. The Committee stated that it approved "of the voluntary agreement ... and attach importance to its fulfilment" and refrained from putting forward own proposals in the matter.

3.2 Budget proposal for 1997
The Government notes with satisfaction that a principle agreement has been reached concerning taking strong measures to reduce air pollution from shipping, and proposes that environmentally differentiated charges be introduced in the system of shipping lane dues as of 1 January 1998. The Government considers that this proposal "should be followed by environmental differentiation of harbour dues" but at the same time notes that the State does not have formal jurisdiction over these dues. The Government emphasises that environmental differentiation of the harbour dues is of particularly great significance to the largest ferry harbours and also notes that it is of great importance that commercial shipping also takes responsibility for enhancing the status of shipping as an environmentally friendly form of transport.

4. The ports’ part in the agreement - SPSA’s recommendation
The Association is of the opinion that the ports have an important part to play in order to force development towards more environmentally friendly shipping. Furthermore, in the light of the political opinion widely held in Sweden, that concrete measures are urgently required to reduce damage to the environment from shipping, SPSA considers it a matter of great urgency that the principle agreement is carried out in practice. The risk is otherwise imminent that the ports will become a subject of interest for the legislators and that, within the near future, the branch will experience an enforced environment charge system.

The intention of the tripartite agreement is for the ports to compensate the shipowner for up to 1/3 of the additional costs incurred for environmentally friend operation. It is also presumed that this will occur within the frame of the financial responsibility of the individual port. This refers to financial inducement aimed at reducing both nitrogen oxides (NOx) and sulphur oxides (SOx).

In view of the above, SPSA’s Board has directed the following recommendation to port companies and port authorities:


4.1 The Agreement
Each port is urged, in the spirit of the principle agreement, to take initiatives to limit disturbance to the environment caused by shipping, effective as of 1998. This means that the work of looking over agreements and port rates with a view to implementing environmental differentiation should be started as soon as possible in order to facilitate planning and calculation for all parties concerned.

4.2 Environmentally differentiated charges/prices

The Association neither can nor wishes to intervene in how members set their charges or in their price policy. The ports are therefore recommended, according to their own judgement, to offer such financial inducement to shipowners that - in combination with the differentiated shipping lane dues offered by the Swedish Maritime Administration - environmentally friendly operation in ports and their vicinity is encouraged. The intention is that traffic that does not take appropriate measures shall sustain higher costs and thus contribute to the discount for others.

4.3 Target group
The target group for financial inducement such as environmentally differentiated charges/prices, consists primarily of ferries and secondarily of other ships in frequent, weekly traffic throughout the year.

4.4 About the use of catalyzers in particular
Installation of catalyzers entails an increase in capital and running costs for the ship. The question of differentiating charges should preferably be solved within the scope of the business relationship (contract or rate) between the port and each customer. The Association agrees with the Swedish Shipowners’ Association that it is in the first place ferry services that are involved and after that other frequent services in accordance with point 4.3 above. To provide guidance for economic consideration we recommend the analysis produced jointly by the Swedish Maritime Administration and the Swedish Shipowners’ Association (Appendix 1).

4.5 Other measures to reduce NOx
The ports are recommended to observe the environmental classification of ships to be presented by the Swedish Maritime Administration and to consider rewarding other NOx-reducing measures of a technical nature. The limit for maximum discounts has been set at an emission of less than 6g NOx per kWh, which is equivalent to catalyzer operation. For emissions between 6 and 12 g Nox per kWh, less significant discounts are recommended. Finally SPSA recommends that no discount be given to ships whose emissions are higher than 12g NOx per kWh, which means that no measures are taken by ships to reduce Nox emissions.

4.6 Special information concerning low-sulphur bunkers
Differentiated charges based on the grade of fuel used should preferably be related to putting in at respective ports. This means that harbour dues should be differentiated in favour of those ships propelled by fuel not exceeding 0.5 % sulphur for passenger ferries and 1.0 % for conventional ships, since this entails increased running costs for the shipowner. How differentiation is implemented in practice (agreement or rates) is a question for the individual port. However, the Association recommends ports to state clearly in the rates for harbour dues the cost of putting in for ships operated with or without low-sulphur fuel.

4.7 Control and information
The Swedish Maritime Administration’s control system should be used as a basis for environment-promoting initiatives of the ports. By this is meant the obligation to exert Port State as enjoined by Convention. The control will be expanded in the future to include the sulphur content in bunkers and NOx emissions as well.

A function information system is also necessary and SPSA will therefore work towards a uniform reporting system being arranged between Swedish Maritime Administration and ports, and listing ships as they become entitled to differentiation, and also ships found not to keep within the stipulated levels of emission.

4.8 Relevant to ferry services in particular
It is desirable to encourage ports in other countries having frequent ferry services with Sweden to subscribe to a system with environmentally differentiated charges similar to that now to be implemented in Sweden. This will ensure a more just distribution of the financial undertaking. The Swedish Ports’ and Stevedores’ Association will work through the available channels such as Nordic cooperation and through ESPO, the European Ports´ Organisation, to ensure the success of this venture. At the same time individual ports are encouraged in "bilateral discussions" of their own, to endeavour to convince ports at the other end of a ferry service of the importance to offering financial inducement aimed at more environmentally friendly shipping.

4.9 Port information
It is important for member businesses to openly and in suitable manner report on the measures undertaken by them with regard to initiatives to improve the environment in accordance with this recommendation, e.g. by presentation in their annual reports or other public documents.
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Appendix 1

The Swedish Maritime Administration 1996-08-30

Estimated cost for installation and operation of catalyzers
To provide a basis for the coming environmental differentiation of shipping dues the Swedish Maritime Administration and the Swedish Shipowners’ Association have assessed the costs that would be incurred for installing and operating ships with catalyzers. Certain other aspects were also jointly stipulated for the calculations.

Catalyzer and installation
A catalyzer for a ship with an engine power of over 2 MW is estimated to cost between SEK 350,000 and SEK 450,000 per MW.

Installation costs for new ships are estimated at between SEK 50,000 and SEK 100,000 per MW.

Installations costs in existing ships are estimated at between SEK 150,000 and SEK 250,000 per MW for ships will an engine power of over 8 MW.

A depreciation period of 10 years and an interest rate of 10 % have been used in estimating the capital expense.

Operating costs
The total operating cost is estimated at between SEK 10 and 16 per MWh for all ships.

The operating time has been assumed to be 5,500 hours per year with a power output of 50 % for ferries and 70 % for cargo vessels.

Auxiliary machinery is estimated to correspond to 20 – 25 % of the MW rate for the main machinery for all vessels.

Both the Maritime Administration and the Swedish Shipowners’ Association are aware that the costs quoted are estimates based on knowledge available today on the basis of quotations and contact with suppliers and other expertise. The consensus of opinion is that the costs will in all likelihood tend to fall in the future.
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