What’s wrong with the

Aviation Emissions Cost Assessment 2008

The Aviation Emissions Cost Assessment (ECA) was published on the DfT website on 18 July 2008.
   It is a desperate attempt to throw a lifebuoy to the Government’s rapidly sinking airport policy.  At the same time a summary of consultation responses (SR) was published.

The document reaches the conclusion that aviation covers its climate change costs through the payment of Air Passenger Duty (APD).  Therefore by implication the growth in air travel, and the building of new airports, can continue without worry.

 For a number of reasons this conclusion is first class grade A superlative rubbish.

1.  Tax fiddled
The DfT count all APD receipts as offsetting climate change costs.  Yet the document is littered with statements, presumably inserted by the Treasury, that part of APD should count as going to general government revenue to make up some of the shortfall due to aviation paying no fuel tax and no VAT.  (The industry receives substantial VAT refunds from the Exchequer on the VAT it pays to its suppliers).   It is noticeable that in documents published by the Treasury in recent years
, APD is said to serve both purposes, whereas in documents published by DfT it is counted as offsetting climate change - exactly the same line that has been peddled for several years by the aviation industry.
Indeed the Treasury appears obviously so annoyed by the DfT line that, for the first time ever, it has produced an estimate of the tax subsidy received by aviation:   “Were the UK to charge a fuel duty and VAT on tickets, this could result in revenues of around £10 billion.” 

2.  Climate change under-estimated
The cost of the climate change damage used in the ECA is extremely low.  It is based on the DEFRA value for the shadow cost of carbon dioxide emissions - £70 per tonne of carbon in 2000.  This figure was revealed as a fraud by an answer to a Parliamentary Question:  The Stern Review’s modelling suggests the current social cost of carbon:  (i) with business as usual, is around £238 per tonne of carbon;  (ii) but is £84 per tonne if the world is on a trajectory to stabilise emissions at 550 parts per million of carbon dioxide equivalent;  (iii) and is £70 per tonne if the world is on a 450 parts per million of carbon dioxide equivalent stabilisation trajectory.

Thus the ECA is based on the hidden assumption that all other nations will take strong and effective action to reduce climate change damage, and that global carbon emissions will peak in the next 10 - 20 years, and then fall at a rate of at least 1 - 3% per year.
   It assumes that the UK, despite causing more aircraft climate change damage per head than any other country, needs to take no lead.  

3.  Revenue not used for environmental purposes
The way the ECA conclusion is presented gives the impression that the APD revenue is used to offset the climate change damage done by aviation;  and thus that aviation does no harm.  But it is not used for that purpose:  it goes into the general Exchequer funds.

4.  Many costs not included

There are many other external costs of aviation which are not included in the ECA, the most obvious ones being the environmental impacts of aircraft noise, local pollution, damage to to the natural and built environment, sterilization of land and blight caused by airport expansion.
Moreover the ECA calculation only relates to flights departing from the UK.  There is a strong theoretical case for including the cost of all carbon emissions caused by UK citizens on their outward and on their return flights.

5.  Comparisons prove the DfT wrong
The fact that DfT have done the calculation for aviation alone leads to the suspicion that the main purpose was to hand the aviation industry a PR opportunity - which the aviation lobbyists have been quick to grasp.

Using the same methodology as used by DfT it can be shown that road users pay twelve times their climate change costs. 
   The average household pays far more in income tax and VAT than the cost of the climate change damage they cause.
    

Following the logic of the DfT's approach, this means that everything is just fine; our consciences are clear.  We can all sit back and let the planet burn! 
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�� HYPERLINK "http://www.dft.gov.uk/pgr/aviation/environmentalissues/aviationemissionscostassess/aviationemissionscost.pdf" ��http://www.dft.gov.uk/pgr/aviation/environmentalissues/aviationemissionscostassess/aviationemissionscost.pdf�





�� HYPERLINK "http://www.dft.gov.uk/pgr/aviation/environmentalissues/aviationemissionscostassess/costassesssresponconsul.pdf" ��http://www.dft.gov.uk/pgr/aviation/environmentalissues/aviationemissionscostassess/costassesssresponconsul.pdf�





�   For example, the consultation on Aviation Tax.


�   Summary of Responses page 14.


�   Parliamentary Question . 28 February 2007


�  'Report of the Stern Review: The economics of climate change', HMT, October 2006, Executive Summary, page xi.


�   See Daily Telegraph. 1 August 2008. ‘Green taxes on air travel exceed carbon costs.’


� HYPERLINK "http://www.telegraph.co.uk:80/money/main.jhtml?xml=/money/2008/08/02/cnairtax102.xml" ��http://www.telegraph.co.uk:80/money/main.jhtml?xml=/money/2008/08/02/cnairtax102.xml�


� Road users paid £45 bn to the Exchequer in 2006, a net contribution of £37 bn after allowing for the cost of Government funded road maintenance and construction. CO2 emissions from road transport amounted to 126 m tonnes in 2006 which (using the same cost of carbon which DfT applies to aviation) equates to a climate change cost of £3 bn.  


� The UK's total greenhouse gas (GHG) emissions in 2006 were 652m tonnes of CO2e which (using the same cost of carbon which DfT applies to aviation) equates to a climate change cost of £16.1bn.  In income tax alone UK households paid £137.6bn to the Exchequer in 2006.
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