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Summary 

 

The study concludes that the liberalisation of the road haulage business in July 1998 did not lead 

to notably greater pressure on competition. On the contrary, the increasing penetration of the 

European Union by third country road haulage businesses, availing themselves of the great 

difference in salaries and social charges, led to important distortions of competition jeopardising 

the existence of small and medium sized enterprises. The activities of third country businesses, 

some of which are linked to or part of EU-enterprises, are to a considerable extent illegal due to 

the illegal employment of third country drivers and/or "grey cabotage". 

 

____________________________________________________________________________ 

 
Publisher:  European Parliament 

   L-2929 Luxembourg 

 

Author: Reinhart PABST 

  Directorate General for Research 

  Division for Agriculture, Regional Policy, Transport and Development 

  E-mail: DG4-Agriculture@europarl.eu.int 

 
___________________________________________________________________________________ 

 

 

 

Reproduction and translation for non-commercial purposes are authorized, provided the source 

is acknowledged and the publisher is given prior notice and sent a copy. 



       3      PE 301.731 

Contents 

 

 
 

 1.  Introduction: the state of competition following complete liberalisation 

      in July 1998                    5 

 

 2.  Procedure                     6 

 

 3.  Competitive pressure from operators based in non-EEA countries      6 

 

 4.  'Social dumping'                  6 

 

 5.  Lower costs of companies based outside the EU            7 

 

 6.  Sources and manifestations of social dumping            8 

 

 7.  The 'Willi Betz phenomenon'               9 

 

 8.  Forms of market access               10 

 

 9.  Abuses                   11 

 

10. The Commission proposal for the amendment of Regulation 

      (EEC) No 881/92                14 

 
11. Conclusions                  15  

     

 

 

 

 



       4      PE 301.731 

 



Social Dumping in the Road Haulage Business by Operators from Third Countries 

       5       PE 301.731 

 

1. Introduction: the state of competition following complete liberalisation in July 1998 

 

Although the complete liberalisation of the road haulage industry in July 1998 has led to a 

considerable increase in haulage capacities, it has not resulted in the intense competitive 

pressure that had been feared in some quarters, despite a reported increase in the overall size of 

the vehicle pool. The Member States with the lowest pay levels, namely Greece, Spain and 

Portugal, collectively account for only about 2% of cabotage operations in the European 

Economic Area (EEA). As the Commission indicated in its report on the implementation of 

Regulation (EEC) No 3118/93 laying down conditions under which non-resident carriers may 

operate national road-haulage services within a Member State (cabotage) (COM 2000 (105) 

final), hauliers from the Benelux countries carry out almost 59% of all cabotage in the EEA, 

with the Netherlands alone accounting for 31.2% of the EEA total. France accounts for 17.7%, 

Denmark for 6.7% and Germany for 5.3%, while Italy and the United Kingdom each carry out 

3% of cabotage operations. The country most affected is the Federal Republic of Germany, 

where two thirds of all cabotage in the EEA takes place. This cabotage, however, represented 

0.75% of the total volume of national haulage business in 1997. The liberalisation of the haulage 

industry is estimated to have increased the total volume of cabotage in tonne/kilometres (t/km) 

by 2%. The German Haulage, Logistics and Waste Disposal Federation (Bundesverband 

Güterkraftverkehr, Logistik und Entsorgung - BGL) estimates that, of 800 000 haulage 

assignments by heavy goods vehicles (HGVs) in Germany on an average working day, 120 000 

are undertaken by vehicles belonging to non-German-based carriers from within or outside the 

EU.   

 

Competition in the haulage industry has intensified, however, as a result of other factors, leading 

to a substantial deterioration in hauliers' incomes and threatening the future of haulage 

companies:  

 

(1) increasing penetration of the market by carriers based outside the EU, 

(2) increasing illegal employment of drivers at low rates of pay, and 

(3) separation of the transport divisions of large industrial enterprises to form new companies, 

which have to manage their own affairs while remaining dependent on the enterprise from 

which they have been separated.  

 

This structural process is accompanied by other burdens, some of which are cyclical in nature. 

These burdens include rising fuel prices, which are due in part to the increase in the value of the 

dollar, as well as governmental measures, such as the introduction of an eco-tax in Germany and 

of the 35-hour week in France. According to the BGL, their effects are compounded by national 

subsidies in the form of tax allowances and payroll grants, which distort competition among the 

Member States. The BGL undertook a comparative study of taxes and other public charges in 

Belgium, France, Germany, Italy and the Netherlands and found that these charges were highest 

in Germany and lowest in the Netherlands, as of 21 September 2000. In the United Kingdom, 

excise duty on mineral oil is a particularly heavy burden, as is road tax in Austria. Another 

major factor are the wide disparities in employers' non-wage labour costs; these amount to 51% 

of total labour costs in France, which is five times higher than the corresponding figure for the 

United Kingdom.  
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2. Procedure 

 

The Commission examined the problem of the illegal employment of drivers through a survey 

which it conducted in the Member States in August 1999 and presented a proposal for a 

regulation (COM 2000 (751) final) on 22 November 2000.  

 

In the light of this Commission proposal for a uniform attestation document for HGV drivers, 

the present study goes beyond the activities of operators based in countries outside the EU to 

examine the employment of drivers from those countries.     

 

3. Competitive pressure from operators based in non-EEA countries   

 

The increasing penetration of the EU market by haulage companies from countries outside the 

EU and the use of cheap labour from those countries to drive vehicles registered in the EU have 

led to prices being undercut (by up to 30% in Germany), which is severely disrupting the market 

and distorting competition. The share of cross-border haulage to and from the countries of 

Central and Eastern Europe which is undertaken by German carriers, for example, has now 

fallen to 13.3%. A distinction has to be made here between legal and illegal practices. 

 

The countries chiefly affected by this phenomenon are Austria, Germany, France, the 

Netherlands, Belgium and Denmark and, to a lesser extent, the United Kingdom and Ireland. 

These distortions of competition have put several governments under pressure to eradicate the 

illegal practices and social dumping that have been taking place. France and Germany have both 

introduced more stringent roadside checks. 

 

It should be said from the outset that the extent of the problem is not even remotely quantifiable 

on account of the insufficiently systematic, insufficiently thorough and excessively rare checks 

conducted by the authorities of the Member States and the unavailability of the relevant data. It 

is, however, assumed that a great many cases go undetected. The trade unions, especially in 

France, Britain and Germany, have voiced grave concern. Labour and business organisations 

both regard the Commission's proposal as a necessary measure. 

 

According to an inspection report by the Dutch traffic inspectorate (Rijksverkeersinspectie) on 

the use of cheap drivers from Eastern Europe, half of the 30 Dutch companies inspected are 

violating national law. Haulage prices are being cut by up to 30%. The Dutch hauliers' 

federation TLN has admitted in a press report (Verkehrsrundschau 11/2000, p. 20) that between 

10 and 20 Dutch carriers employ drivers from Eastern Europe to drive Dutch-registered 

vehicles. 

 

In its answer to a written question from Mr Theodorus Bouwman, the Commission stated on 

29 February 2000 that an increasing number of drivers from non-EU countries were being 

employed by undertakings in the Community and that, in many cases, their terms of 

employment probably infringed the national law of the Member State in which the undertaking 

was based. 
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4. ‘Social dumping’ 

 

By analogy with Article VI of the General Agreement on Tariffs and Trade, which defines 

dumping as the introduction of products of one country into the commerce of another country at 

less than the normal value of the products (with a view to gaining a foothold in the relevant 

export market and eliminating competitors), social dumping may be described, in accordance 

with a definition formulated by Gaëtan Gorce (L’UE face aux risques de dumping social, 

Document d’information de l’Assemblée Nationale No. 2423), as the deliberate infringement, 

circumvention or erosion of applicable social legislation in order to procure an advantage, 

particularly a competitive advantage (p. 10). Book III of the German Social Code 

(Sozialgesetzbuch III), devoted to the promotion of employment, lays down, for example, that    

it is a punishable offence to employ illegally recruited foreigners “on unfavourable terms of 

employment”, which is interpreted to mean a 25% deviation from the norm.  

 

Although all employers are free in principle, within the framework of the law, to keep their 

corporate costs as low as possible, the concept of social dumping derives its legitimacy from the 

fact that social costs cannot be isolated from a country’s level of prosperity without endangering 

the entire social fabric of that country. Unduly low social costs initiate a pernicious downward 

spiral. 

 

The fiercely competitive haulage industry, however, has long been exploiting differences 

between social welfare systems and wage differentials; it is perfectly logical that falling 

company profits will result in radical changes in the wage structure and downward pressure on 

pay levels and social benefits. Wage bills and welfare costs in some countries of Central and 

Eastern Europe are ten times lower than those in the Federal Republic of Germany, for example. 

The frequent use of cheap labour from countries outside the European Union in the haulage 

industry reduces the bargaining power of drivers who seek employment on normal terms and 

consequently jeopardises jobs and social standards. Market observers describe the haulage 

industry as being riddled with illegal practices. 

 

The restructuring of the transport sector which has been under way for several years now is 

likely to become an even more painful process when the Community is enlarged to include more 

countries with low pay levels. The dumping that is now being done from outside the Community 

will develop into intra-Community dumping unless timely action is taken to suppress it. This 

fact should also be taken into account in the context of the uniform attestation document for 

drivers. 

 

As far as the transport sector is concerned, the aim is to maintain a high standard of service by 

means of good training, health checks and appropriate social standards in terms of pay and 

welfare provision. As far as the economy as a whole is concerned, the aim is to preserve jobs. 

Nationals of non-EU countries should therefore be employed lawfully and on comparable terms 

with citizens of the Union (cf. Communication from the Commission – towards a safer and more 

competitive high-quality road transport system (COM 2000 (364) final)).  

 

Another problem is the threat to road safety that these poorly paid drivers could pose through 

fatigue or lack of food. There has been an increase in the number of detected cases of failure to 

comply with prescribed rest periods, which account for two thirds of all infringements recorded 

in inspection reports. 
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5. Lower costs of companies based outside the EU  

 

Eastern European carriers have considerably lower costs by virtue of cheaper training, lower 

wages (in the EU, wages account for about 40% of the total cost of providing long-distance 

haulage services), lower welfare contributions and lower taxes (fuel duty, municipal trade tax 

and road tax). In Bulgaria, for example, welfare charges account for only 15% of wage bills, 

compared with an EU average of 28%. There was no compulsory social insurance in Bulgaria 

until July 2000. Moreover, if an HGV is filled up with cheap fuel in a Central or Eastern 

European country, it can be driven for several thousand kilometres in the EU, thereby depriving 

the relevant Member States’ fiscal authorities of revenue from fuel duty. Working conditions for 

drivers based outside the EU are less favourable than those of their EU counterparts; in 

particular, the former are required to work considerably longer hours. When they drive in the 

EU, they are subject only to the rules regarding rest periods and to restrictions on weekend 

travel. The cost differential has been assessed by the German Federal Office for Freight 

Transport (Bundesamt für Güterverkehr – BAG) at about 30%. It should, however, be 

emphasised that there is no minimum wage for HGV drivers in the European Union. Finland’s 

response to the survey indicates that there is a binding collective agreement which applies to all 

drivers employed in Finland by Finnish companies. 

 

The competitive pressure that this situation creates threatens the existence of many companies 

and has accelerated the process of concentration in an industry where small and medium-sized 

businesses tend to predominate. In some cases, companies have lost their independence and 

have become units of larger enterprises. In other cases, larger companies have created foreign 

subsidiaries or have been employing drivers from non-EU countries at low rates of pay outside 

collectively agreed pay scales in order to resist the pressure of competition. Under the 

nationality principle, each of their drivers is subject to the labour and social legislation of his 

country of residence. Small and medium-sized businesses are rarely able to circumvent the rules 

in this way. At its federal press conference of 26 September 2000, the German BGL expressed 

its fear that 100 000 jobs in 10 000 small or medium-sized businesses would be lost. In its view, 

the size of the wage gap had now made it impossible for companies to withstand competitive 

pressure by means of organisational measures alone. Those that were in a position to employ 

low-paid drivers from outside the EU had no option but to do so.  

 

6. Sources and manifestations of social dumping 

 

As a result of the economic crises in some of the CIS member countries and the resulting spare 

cross-border transport capacities, Eastern European carriers are increasingly penetrating and 

disrupting the Western European market. They largely operate entirely outside their countries of 

origin. The German BAG estimates that some 1 200 vehicles from various Central and Eastern 

European countries currently conduct most of their haulage operations within the internal 

market of the European Community. 

 

The main distinguishing feature of these carriers’ operations and of the other operations 

described below is that they legally or illegally exploit the fact that low wage and welfare costs 

for drivers from non-EU countries give such carriers a competitive edge over EU-based 

companies, which are bound by collective agreements, when it comes to transporting goods 

within the European Union.   
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Some of these Eastern European companies are subsidiaries or branches of haulage 

undertakings based in the Community, which have created or acquired them. Their drivers 

work for EU-based enterprises, often on the basis of labour-hiring arrangements which were 

already envisaged at the time when the non-EU company was acquired. In fact, the companies 

based outside the territory of the EU are centrally controlled by their EU parents. In other cases, 

the administrative seat of the undertaking is actually relocated in a non-Member State in order to 

make surveillance of company activities more difficult. In Austria, for example, some 

enterprises conclude bogus contracts with foreign companies to enable drivers from outside 

the EU to drive Austrian-registered vehicles ‘for the foreign company’. The fictitious 

establishment of company headquarters is also a familiar ruse in Italy and Luxembourg. In this 

case, enterprises seek to take advantage of the lower welfare charges that are levied on 

employers in those countries. The Luxembourg Government is currently trying to tighten the 

provisions of national legislation on company registration. In a case that was heard in Dordrecht 

at the end of last year, a company owner was charged with having employed 28 Polish drivers 

illegally, i.e. without proper employment contracts; these drivers allegedly worked for the Polish 

‘subsidiary’ of the company, which was actually a mere letterbox company (report in Le Lloyd 

of 7 December 2000). 

  

In many instances these are German companies with offices in Belarus, Bulgaria, France, 

Austria or the Netherlands. The drivers are often Turkish, Belarusian or Bulgarian nationals. 

This practice is known as the ‘Willi Betz phenomenon’ and is generally conducted within the 

bounds of the law. Carriers from other Member States, such as the Netherlands, also cooperate 

closely with Eastern European companies but to a far lesser extent than German carriers.   

 

7. The ‘Willi Betz phenomenon’ 

 

The Willi Betz company, which has been in existence for more than 55 years, had been 

cooperating with the Bulgarian state enterprise SOMAT since 1969 and took over the company 

in 1996, following privatisation, having given an undertaking to preserve the jobs of 4 000 

drivers. The majority of the company’s vehicles are registered in countries of the former Eastern 

bloc. Willi Betz has subsidiaries, branch offices and agencies throughout the European continent  

to market the company’s range of services and to serve as intermediate depots and 

administrative centres (France, Spain, Italy, Hungary, Poland, Scandinavia, St Petersburg and 

Moscow). There is also a network of partnerships with service centres which deliver supplies to 

the Betz company and service its vehicles. Willi Betz apparently has a cooperative agreement 

with the Fixemer company. Germany remains the company’s nerve centre, while its human and 

material resources are chiefly drawn from Bulgaria and other countries of Central and Eastern 

Europe. Most of its operations are conducted in Western Europe. 

 

The Betz company has a fleet of some 8 000 vehicles, 5 000 to 7 000 drawbar trailers or semi-

trailers, four ro-ro inland-waterway ferries and two ro-ro sea ferries, employs about 8 000 

people, possesses huge storage areas and has an annual turnover of some DEM 1.5 billion.   

 

The company works with the latest technology (a satellite tracking and communication system),  

is efficiently organised and uses cheap labour. It operates extremely flexibly. Its services are 

considered to be of a high quality. For this reason, and because of its extensive network of links 

with other organisations, the company is a preferred carrier for major industrial and commercial 

enterprises.   
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The competitive advantage enjoyed by Betz, which is almost entirely due to its low wage bill 

(about 65% of the group’s employees are on the payroll of subsidiaries and branches in Eastern 

European countries), was quantified by the French Fédération Nationale pour le Transport 

Routier as follows: a driver’s gross monthly pay, including expenses and employer’s welfare 

contributions, comes to FRF 11 500, whereas it would cost FRF 25 000 per month to employ a 

French driver; this amounts to a monthly saving of FRF 13 500 for each driver.  

 

The Eastern European drivers’ working hours are approximately 20% longer, which increases 

the saving to FRF 16 100. This advantage is enhanced by lower capital and maintenance costs, 

amounting to almost FRF 3 000, which bring the overall benefit to just below FRF 19 000. This 

figure does not take account of the considerably lower taxes which are levied in Bulgaria (road 

tax, trade tax and corporation tax). 

 

8. Forms of market access  

 

(a) European Conference of Ministers of Transport (ECMT) transport licences granted under the 

ECMT multilateral quota system (allocated among 38 member countries).  

 

The liberal allocation of ECMT licences is an ‘open door’ to the provision of cross-border 

haulage services and is the source of numerous abuses. The European Community as such has 

no powers in this domain.  

 

ECMT transport licences, of course, enable carriers to transport goods between any ECMT 

member countries but do not apply to operations involving dispatch and delivery in one and the 

same country. The transport operation need not include any mileage in the carrier’s country of 

registration. This means that carriers from any ECMT member country may be licensed to 

transport goods within the EU, which is actually the domain of the EU licence. In 1999, a total 

of 14 657 ECMT licences were available. Countries of Central and Eastern Europe, including 

members of the Commonwealth of Independent States (CIS), were allocated 7 511 of these 

licences, i.e. 51% of the total. Details of each haulage operation must be recorded in a driver’s 

logbook, and the member countries are required to verify that the licences are being used for 

multilateral transport. If carriers make insufficient use of their licences or use them primarily for 

bilateral transport, the licences may be withdrawn. In principle, the misuse of a licence can 

result in the immobilisation of a vehicle. Such measures are more difficult to put into practice, 

given that drivers are generally devoid of foreign-language skills and penniless!               

 

When the ECMT quotas were allocated, support for the economies of several Central and 

Eastern European countries was a primary consideration. The allocation of ECMT licences does 

not in any way reflect the recipient countries’ volume of trade with EU Member States. Many of 

the haulage operations conducted by Eastern European carriers in Western Europe have nothing 

to do with East-West trade. This can only be described as an oversupply situation, which 

companies are exploiting as best they can. 
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For example, Bulgaria and Belarus account for only 2.9% of all trade between the countries of 

Central and Eastern Europe and the EU, yet these two countries have been allocated 12.1% of 

all ECMT licences. Ukraine has a 2.4% share of trade with the EU but a 5.8% licence allocation. 

The three Baltic States have a 4.7% share of trade, whereas 20.4% of the licences have been 

allocated to them. With effect from 11 July 2000, France awards licences on the basis of the 

number of officially registered drivers in each applicant company. This should prevent any 

recurrence of anomalies such as that of the Willi Betz company, which had 238 French licences 

but only employed 20 drivers in France.   

 

(b) Bilateral authorisations 

Besides the ECMT licences, several hundred thousand permits are issued every year for bilateral 

haulage journeys such as those between the Federal Republic of Germany and the countries of 

Central and Eastern Europe, including CIS countries.  

 

The more desirable solution would be to make the award of ECMT licences and bilateral 

authorisations dependent on compliance with compulsory social welfare standards and on actual 

demand levels as reflected in trade figures and to conduct more stringent checks in order to 

verify that carriers are making proper and sufficient use of the licences and permits.  

 

(c) EU licences are granted under Council Regulation (EEC) No 881/92 on access to the market 

in the carriage of goods by road within the Community to or from the territory of a Member 

State or passing across the territory of one or more Member States.  

 

9. Abuses 

 

The findings of the survey conducted by the Commission in August 1999 and the information 

collected for the present study show that the misuse and forging of ECMT licences and the 

illegal employment of drivers from non-EU countries to drive vehicles registered in the 

Community are matters for concern, especially in the centrally situated Member States.  

 

The main abuses are forgery of documentation and infringement of legal provisions relating to 

taxation, employment, social security and residence. Some employers are also guilty of aiding 

and abetting illegal immigration and illegal residence. In the German Social Code, Book III 

(Promotion of Employment), to which we referred above, lays down that the unauthorised 

recruitment and placement of foreign workers are also criminal offences.  

 

Two examples 

 

In spot checks in the Nuremberg area from 27 to 29 July 1999, 48 of the EU-registered HGVs 

which were stopped were being driven by nationals of countries outside the EU; most of these 

vehicles were engaged in the cross-border carriage of goods. None of the drivers had a German 

work permit. Two drivers had work permits issued by the Member State in which the carrier 

was based. Thirty-seven drivers had visitors’ visas issued under the Schengen Agreement. Nine 

had neither a work permit nor a visa. 

  

Intensive checks by the Dutch authorities since 1997 have revealed 1 100 cases, involving a 

total of 85 companies, of drivers from non-EEA countries driving EEA-registered vehicles; it 

emerged from the checks that 90% of these companies were in breach of labour and/or transport 

law. 
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- Forgeries 

Since the haulage capacity of the vehicle fleets in some countries, notably Belarus and Bulgaria, 

exceeds the national licence quotas, the forgery and manipulation of ECMT licences and 

bilateral permits are frequent occurrences, which undermines the quota system. The authenticity 

of documents cannot be reliably verified in the course of a routine roadside check. Sophisticated 

counterfeiting methods make the use of special instruments essential.  

 

- The grey market in cabotage 

Roadside checks have revealed that drivers from non-EU countries in vehicles registered in 

those countries often engage in so-called grey-market cabotage, i.e. illegal haulage within 

Member States of the Community, particularly after completing the cross-border transport of the 

goods referred to on their waybills. These drivers do not have the requisite work or resident 

permits for such operations within a Member State of the EU. The drivers often stay in the EU 

for several weeks at a time to engage in these activities. In many such cases the parent company 

has its registered office in a Member State. 

 

- Illegal employment of workers from countries outside the EU 

It should be made clear from the outset that in some EU Member States there is a shortage of 

drivers who are prepared to undertake journeys to Eastern Europe. As we have seen, however, 

the decisive reason for the use of drivers from non-EU countries is the low pay associated with 

their illegal status. Needless to say, these drivers are in no position to insist on the terms and 

conditions that are laid down in collective agreements.   

 

While an ECMT or bilateral licence does not require drivers from non-EU countries to possess a 

work permit – though they certainly do need a visa – to drive vehicles registered outside the EU 

between the country of registration, which is also the seat of their company, and the territory of 

the European Union, a work permit is absolutely imperative for nationals of non-EU countries 

who drive vehicles registered in a country of the European Union. Some Member States 

(Denmark, Austria, the UK and Germany) have a rule that work permits must not be issued to 

persons employed by national haulage companies. Spain, Belgium, Sweden and Portugal require 

permits, but only the Netherlands and Finland actually issue work permits at the present time. 

 

In some cases the provisions of labour law are circumvented by means of an arrangement 

whereby drivers are leased from companies based in another Member State. But to all intents 

and purposes the drivers work for the company which is registered in the Member State with the 

more stringent regulations.  

 

The Dutch authorities, however, require such drivers to obtain a work permit if there is any 

connection at all with the Netherlands – for example, if the driver lives there or if the carrier’s 

registered office is located there.  

 

In 1996 the German law on work permits was amended, abolishing the right of German-based 

companies to use drivers from countries outside the EU for cross-border road haulage. The 

Federal Republic of Germany will only exempt a driver resident outside the EU from the work-

permit requirement if the vehicle is registered at the place in the non-EU country where the 

haulage company has its head office and the driver is legally employed there. This has 

apparently helped to reduce the incidence of abuses.  
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According to a decision handed down by the European Court of Justice in case C-43/93 

(Vander Elst), drivers who are nationals of non-EU countries and who are lawfully and 

habitually employed by undertakings established in a Member State are free to provide cross-

border haulage services within the Community, and their undertakings must not be compelled to 

obtain work permits for them. 

 

Exploiting this lack of legal consistency, EU-based carriers therefore employ drivers from 

outside the EU and pay them at the normal rate for their countries of origin, which is often only 

a tenth of the amount payable under a collective agreement in the EU; the carriers frequently 

employ them on an illegal basis, i.e. without obtaining work and/or residence permits for them 

and without registering them in national insurance schemes, to drive EU-registered vehicles 

within EU territory. The fact that these companies are deliberately exploiting the difficulties 

involved in verifying and enforcing compliance with the various national regulations is also 

clearly illustrated by the systematic practice of replacing a driver who is a national of a Member 

State with a driver from outside the EU when the vehicle reaches the border of the said Member 

State.    

 

In this way, German, Italian or Austrian carriers, for example, establish bogus companies in the 

Benelux States and register their vehicles there in order to obtain EU registration plates and 

documents. They do not, however, employ local manpower but only nationals of non-EU 

countries. One spectacular case was the discovery that a German company had 160 Slovakian 

drivers masquerading as managing directors of a Belgian subsidiary in order to circumvent the 

statutory requirement to register them as employees. Welfare contributions, however, have to be 

paid for bogus self-employed persons. These companies are also advised by wily lawyers who 

know the various legal loopholes and ways of circumventing the law. 

 

In a case in Germany, 95 drivers were employed by a petrol station as standby drivers under the 

so-called 630-Mark Act (a new law exempting persons in minor employment from tax and 

including them in the welfare system). This is merely a (legally permissible) circumvention of 

statutory provisions, but it illustrates the web of cunning that is being spun in response to the 

present competitive situation. 

 

Drivers resident outside the EU often work on a bonus system and in some cases are paid piece 

rates. Payment of 10 to 15 pfennigs per kilometre compels drivers to work long hours in order to 

earn a more or less adequate wage. Such pay arrangements are prohibited in the EU. Most EU-

based companies operate with one driver per vehicle. Given the compulsory rest periods, these 

vehicles have a far smaller operating range than a vehicle manned by two drivers from non-EU 

countries. The co-driver is only paid for the time when he is at the wheel, whereas it is 

customary in the EU for co-drivers to be paid on the basis of cab time. In a case that is currently 

pending before the German courts, a two-man team was found to have been driving an HGV 

and trailer for 14 to 19 hours per day over a six-week period. During this period the drivers had 

to make do with the cab as their only sleeping place.  

 

Verification problems 

National legal requirements regarding the status of drivers vary, especially in the case of short-

term employment of nationals of non-Member States, and only apply in principle to national 

territory; even where European rules apply, compliance can only be effectively verified in the 

country of registration. For example, the legality of the assignment of a Bulgarian driving a 

German tractive unit with a Bulgarian semi-trailer is quite simply harder to verify in France or  
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Spain than at the headquarters of the haulage company in Germany. Moreover, there is generally 

limited interest in the legal status of HGV drivers entering a country from other Member States. 

For this reason, traffic inspectors are not authorised to check work permits issued by other 

Member States. So however stringent the provisions may be in one Member State, they have no 

effect in the territory of other Member States. 

 

Another obstacle is the division of powers between authorities (such as the federal and Länder 

authorities in Germany), each of which conducts roadside checks for its own specific purposes 

(to enforce road-traffic regulations, trading law, residence and employment legislation, etc.).   

Their respective data are not generally compared. Consequently, drivers from non-EU countries 

whose vehicles are registered in a Member State are normally able to shuttle back and forth 

unchecked between other Member States, where they need only comply with visa regulations 

but are not subject to the provisions of national labour law. In those countries, of course, they 

compete with EU-based companies which operate on the basis of EU haulage licences. A 

roadside check on a Bulgarian vehicle, for instance, revealed that it had been ferrying goods 

across the Alps between Germany and Italy for weeks. 

 

- Offences against immigration and residence regulations  

Nationals of Poland, Bulgaria, Hungary, the Czech Republic, Slovakia, Slovenia and the three 

Baltic States who provide cross-border transport services are able to enter Germany and spend 

up to three months there without a visa. To engage in domestic haulage activities, they must 

obtain a visa, such as the Schengen C visa, but this visa does not require them to comply with 

the provisions of German labour law. Drivers from outside the EU often work in the Community 

for several weeks with only a tourist or short-stay visa. 

 

10. The Commission proposal for the amendment of Regulation (EEC) No 881/92 

 

The proposal tabled by the European Commission for the introduction of a uniform EU-wide 

attestation document which drivers would have to carry is designed to close the enforcement gap 

which results from the diversity of national legislation. The document would contain an 

attestation by the holder of a Community licence that the driver named in the document is 

employed in accordance with current regulations. Some Member States, particularly the United 

Kingdom and Ireland, have raised strong objections to the application of the system of 

compulsory attestation to drivers who are nationals of EU countries. They point to the 

disproportionately high administrative cost of the scheme in relation to its economic benefit and 

to the loss of flexibility (a carrier would not be able to replace a driver if he took ill shortly 

before a scheduled journey). In any case, drivers from outside the EU are not legally entitled to 

drive a British-registered HGV in the UK, and this is enforceable by means of passport checks. 

The British opponents of compulsory attestation also point out that there are only about 5 000 

drivers from non-EU countries as against 700 000 drivers from EU countries. Cabotage, they 

say, accounts for only 0.05% of all freight transport. The British trade unions, on the other hand, 

have expressed serious concern about the heavy influx of foreign carriers. Two years ago, they      

say, only about 40% of all heavy goods vehicles entering Britain were of foreign origin, but the 

figure has now risen to around 65%; in particular, say the unions, the status of the drivers of 

these vehicles is still a matter for conjecture.  
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A uniform attestation to be carried by all drivers will make it easier to conduct accurate checks, 

since there are nationals of Central and Eastern European countries who have been registered for 

years as permanent residents of EU Member States and are legally employed there but still use 

the passport of their country of origin. A passport check alone would not distinguish these 

drivers from non-EU residents. They would be subject to discrimination if, despite their 

permanent domicile and unlimited right of residence in the EU, they were treated in the same 

way as residents of non-EU countries making brief sojourns in EU territory.  

 

It should be pointed out that such a document can only attest to compliance with statutory 

formalities and does not constitute evidence that the driver’s employer is paying the full amount 

of tax and welfare contributions. It is not unusual for an employer to pay drivers without putting 

their wages through the company books.    

 

11. Conclusions 

 

(1) The complete liberalisation of road haulage in the EU in July 1998 has made competition 

only marginally tighter than hitherto.  

 

(2) The companies from non-EU countries which provide cross-border haulage services enjoy a 

considerable competitive advantage over their EU-based counterparts because of the wide gap 

between pay levels, welfare charges and rates of taxation. Some of the companies from non-EU 

countries are subsidiaries or branches of EU-based carriers. The Willi Betz company in 

Reutlingen, Germany, with its fleet of approximately 8 000 vehicles, is regarded as the carrier 

which makes the greatest use of such extraterritorial assets. 

 

(3) Because of the liberal allocation of ECMT licences, which does not always reflect the 

demand structure for haulage services, companies based outside the EU have access to the 

Community market; as well as providing cross-border services, they also provide cabotage 

services, sometimes illegally. This means that they transport goods without official authorisation 

within the territory of a Member State. In so doing, they compete directly with companies that 

are registered in the EU, and they exploit the advantage inherent in their lower costs. 

 

(4) Some EU-based carriers illegally employ drivers from non-EU countries at rates of pay 

which are far lower than those in their country of registration and pay neither tax nor welfare 

contributions in respect of these drivers. Other abuses include the creation of bogus head offices, 

labour-lease contracts and misrepresentation of employees as self-employed business owners or 

managing directors.  

 

(5) The unavailability of data on the undercutting of normal market prices makes it impossible 

to quantify the extent to which social dumping is practised in the haulage business. However, 

the very fact that it is possible to obtain price quotes which substantially undercut the normal 

market rate is indicative of the competitive pressure in the European haulage industry.  

 

(6) The Commission’s proposal of 22 November 2000 (COM (2000) 751 final) on the 

introduction of a uniform attestation document for drivers seems likely to rectify the present 

situation whereby the legal employment of drivers in another Member State generally cannot be 

adequately verified. This attestation should be carried as a compulsory requirement by all 

drivers employed by holders of Community licences, without exception, so that the employment 

status of any driver can be verified beyond any doubt. 


