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Air Passenger Duty
There is a strong case for doubling air passenger duty (APD) and announcing further increases to take place in subsequent years.   
The facts

Air passenger duty is charged at £5 on the lowest class of travel to Europe (including domestic flights);  at £10 on other fares to Europe;  at £20 on the lowest class of travel outside Europe;  and at £40 on other fares outside Europe.   Over 75% of passengers pay at the £5 rate. 

APD is charged on the outward journey only.  It is not charged on transfer passengers nor on freight.
APD at present brings in about £0.9 billion a year.    It would need to be increased ten fold to bring in the same revenue as is lost by the absence of fuel tax or VAT on aviation.  
Each time a motorist spends, say, £25 filling his tank with petrol, £20 goes in tax.  An extra £5 on a flight to Europe seems small in comparison.
The case for doubling APD

Doubling APD would bring in useful revenue, would be administratively simple and would not conflict with any international treaty obligations.   

It is often said by the airlines that APD is a ‘blunt instrument’ in that it does not provide specific environmental incentives.  In fact, however, an increase in APD would directly address the problem that aviation is the industry with the fastest growing contribution to climate change - largely due to its rapid rate of expansion based on exemption from fuel tax and VAT.  
Doubling APD would increase the average cost of a return fate by roughly 5%.   This would reduce the demand for air travel by about 5%.    That would be a small but useful step to lessen the climate change damage done by aviation.   

In recent years APD has not kept pace with inflation, and the revenue from the tax has actually fallen.

Excuses not longer valid
In the 2006 Budget the Chancellor said that it would be inappropriate to increase APD when the cost of aviation fuel had risen so fast.  Oil prices have now fallen substantially.
The Government has always resisted increasing tax on air travel on the excuse that the climate change problem will be solved by bringing aviation into the EU emissions trading scheme.  The proposals recently leaked from the EU Commission blow this excuse out of the water.  The scheme for aviation is not due to start until 2011, and in the following fifteen years would reduce aircraft emissions by under 3% in total.   
Public support

A survey of public opinion carried out by MORI  for the Airfields Environment Trust in Mar/June 2006 showed that 51% of the public supported ‘doubling the air passenger duty to reflect the environmental damage done by aircraft’ compared to 25% who opposed this.

The survey also tested whether people would be more inclined to support a tax increase if they knew where the money was to go.  When asked if they would support raising taxes on flying to add about £20 to the cost of a return flight to Paris and £200 on a return flight to Australia [ie more than quadrupling APD] 73% of the public expressed support if the money went towards improving the environment.

Academic support

A major study of aviation and climate change by the Oxford University Environmental Change Institute, Predict and Decide, published in September 2006 found that: ‘There are compelling arguments for the UK to raise the level of Air Passenger Duty.’

Green tax ?

By increasing air fares, an increase in APD would move towards fulfilling the ‘polluter pays’ principle, that the price paid by the public for any service should reflect its environmental cost.  The full environmental cost of aviation has been estimated as at least £6 billion a year.
   
In addition there is a good case for air passengers making a contribution towards general public finances, as do motorists – especially since air travel is mainly discretionary, and mainly used by the better off.    Indeed when APD was introduced in 1993, the then Chancellor, Kenneth Clarke, justified it on the ground that “air travel is under-taxed compared to other sectors of the economy,” with no fuel tax and no VAT.

Subsequent years

While it remains difficult to achieve international agreement on taxing aviation fuel, or on applying VAT to air tickets, there is obviously a case for further increases in APD in future years.  It would make sense to announce this now, so that airlines could take it into account in their future plans for aircraft purchasing etc.

Widening APD

The opportunity could also be taken to restructure APD, and indeed this was hinted at in the Budget statement in March 2006.
   APD should be -
a.  extended to include transfer passengers.  Transfer passengers bring comparatively small benefit to the UK economy but create their full share of pollution.  Over 30% of passengers using Heathrow fly in and out without leaving the airport.
b.  extended to include freight aircraft.   This would help to meet concern about the climate change damage caused by food and flowers being flown in from around the world.  A tax based on the weight of the cargo would not catch flowers; a tax according to value would overtax diamonds.  One solution would be for all freight aircraft to be taxed on the basis of their size (certified all-up weight).

False claims
The aviation industry is likely to allege that an increase in APD would -
· destroy one of the UK’s most successful industries  The ‘success’ of the UK aviation industry is, however, largely due to its tax advantages.  In terms of taking action to reduce climate change emissions, aviation is the UK’s least successful industry.

· put UK airlines at a disadvantage compared to foreign airlines.  But APD would apply to all aircraft operating from UK airports and so there would be no discrimination.   Increasing APD would set an example to other countries, some of which may follow suit.

· mean a loss of jobs.  Any loss of employment in aviation would be matched by an increase in other sectors of the economy.  For example, if increased APD brought in an extra £1 billion a year which was all spent on education and health, there would be an increase in the number of teachers, doctors and nurses.
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�  Fly now, grieve later.  Sewill 2005.  This figure is considerably higher than that used by the Treasury. The Treasury estimate is only sufficient to achieve the Kyoto emissions target, not the government’s 60% target, and does not include any allowance for possible climate change catastrophes.  � HYPERLINK "http://www.aef.org.uk/publications/artlist.php?art_AEF=Y&art_section=publications&art_subsection=publications_aef" ��http://www.aef.org.uk/publications/artlist.php?art_AEF=Y&art_section=publications&art_subsection=publications_aef�


�  Budget Statement 30 November 1993


�   the Government is aware that economic instruments, including APD, may provide a route through which improved environmental performance in the aviation sector can be incentivised and so will continue to explore options for developing further such measures.   Budget Statement March 22 2006
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