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Reducing emissions from aviation

7.76 Emissions from Aviation
Globally, carbon dioxide from aviation is responsible for around 1.6 per cent of total
greenhouse gas emissions,8 but this level is set to increase as other sectors reduce emissions
while demand for air travel rises. The UK aviation sector currently accounts for around 5.5 per
cent of the UK’s total carbon dioxide output and this could rise to as much as 15 per cent by
2030. Aircraft are also responsible for high-altitude emissions of nitrogen oxides (NOx), and
for the formation of cirrus clouds and contrails. The total climate change effect of all aviation
emissions is estimated to be at least two to four times greater than the effect of carbon dioxide
emissions alone.

7.77 Government policy on aviation needs to strike the right balance between economic,
social and environmental factors. The UK aviation industry brings considerable economic
benefits to the UK. It contributes around £11 billion per year to the economy, with far greater
indirect contributions from other industries reliant on air transport. It also directly employs over
200,000 people and indirectly many more. Today, a third by value of all UK exports are carried by
air, enabling UK companies to reach new international markets in an increasingly globalised
world economy. The Government’s policy, as set out in the 2003 White Paper The Future of Air
Transport,9 is to ensure that aviation continues to benefit the UK economy by enabling the
industry to expand in an environmentally sustainable way, and that aviation should pay the
external costs it imposes on society at large, in line with the ‘polluter pays’ principle.

7.78 The Eddington Study stresses the important role of international gateways such as
airports in contributing to the productivity and competitiveness of the UK economy, and the
costs imposed by congestion in and around airports. The study also supports Government
policy by arguing that, as a point of economic principle, transport planning must take account
of likely carbon prices and that transport prices must fully reflect environmental externalities.
At the same time, the study is clear that barriers to the natural growth of aviation, once those
prices are in place, would impose a significant economic cost on the UK economy.

7.79 To avoid the economic consequences of constraining aviation growth, further
expansion of UK airport capacity is needed. Heathrow plays a unique role in the UK as a hub
airport, and demand for capacity already significantly exceeds supply, leading to less
competition, greater congestion, reduced choice and higher prices for passengers. Where
there are net benefits from doing so, the Government supports the expansion of UK airports,
including at Heathrow, and will identify the necessary mitigation measures to allow relevant
limits on air quality and noise to be met.

7.80  Aviation in the EU ETS
The growing impact of aviation on the environment is an international issue, and, in
line with the Stern Review, the Government is pressing for international action to tackle it.
The Government believes the inclusion of aviation in the EU ETS is the most efficient and
cost-effective way to aid the sector in meeting its external costs and playing its part in tackling
climate change. The Government remains committed to this goal and continues to press at
the EU level for the inclusion of aviation in EU ETS as soon as possible. The European
Commission is due to publish a draft legislative proposal shortly.

7.81 However the Government is also aware of the challenges in introducing emissions
trading to this sector, and recognises that these challenges may lead to delay. The
Government continues to believe, as set out in previous Budgets and Pre-Budget Reports, that
its focus on EU ETS does not preclude consideration of additional economic instruments to
ensure aviation plays its part in meeting the challenge of climate change. In particular, the UK
continues to argue for change on an international level to the exemption of aviation kerosene
from fuel tax. This strategy has delivered real results, but the process will inevitably take time.

7.82  Air Passenger Duty
 In the light of this, the Government recognises the role that air passenger duty can
play in tackling the climate change impact of aviation. The Government will therefore
increase air passenger duty rates (APD) with effect from 1 February 2007. The intra-EU
economy rate will rise from £5 to £10 and the non-economy rate from £10 to £20. The
long-haul economy rate will rise from £20 to £40 and the non-economy rate from £40 to
£80. This will deliver carbon savings of around 0.3 MtC a year by 2010-11. When the effect of
non-carbon dioxide emissions is taken into account this has a climate change impact
equivalent to saving around 0.75 MtC per year by 2010-11. To ensure consistency within the
air passenger duty system, the scope of the European rates of air passenger duty will also be
widened to include all of the signatories to the European Common Aviation Area Agreement,
with effect from 1 February 2007.
