Emissions Trading – airlines get what they want.
Commission proposal weakened in the face of lobbying

Not nearly enough to curb growth in emissions
Today’s proposal on including aviation within the EU emissions trading scheme contains a few welcome elements, but in many areas the Commission has clearly backed down in the face of lobbying by airlines. 
The aviation industry claims it should be treated the same as other sectors – but only when it suits them. Apparently the Commission agrees: it has allowed airlines free permits to pollute, up to a baseline well above other industries, and a continuation of its charmed tax-free status.
Tim Johnson, Director of the Aviation Environment Federation (AEF), commented:

“This proposal has been watered-down thanks to pressure from the airline industry, and the result will be a scheme that is be too weak to curb the alarming growth in aviation emissions or require the industry to pay its environmental costs. There remains a clear-cut case for removing the exemptions on fuel tax and VAT that the industry has enjoyed for sixty years.”
Peter Lockley of the AEF, commented:
“Emissions from aviation were set to grow by 150% by 2020. If today’s proposals are implemented, they will grow by around 145%. Perhaps that’s why the UK Government doesn’t include emissions from international aviation in its carbon targets – it’s relying on a scheme that will barely restrain them at all.”
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Below we comment on some of the technical design elements contained in the Commission’s proposal:

Geographical scope: including all flights arriving and departing from the EU is a bold but necessary move. While we commend the Commission for standing up to pressure from the US and certain sections of the aviation industry, we are mystified and disappointed by the decision to limit the scheme to flights within the EU during its first year. There is no legal, technical or environmental justification for this delay.
Allocation of permits: today’s proposal is far too weak. The industry will get its permits to pollute free of charge, with the exception of a small percentage that will be auctioned. The scheme therefore fails to internalise the environmental costs of aviation, which was a key recommendation of the recent Stern report and an acid test for environmentalists. The final text has been weakened from the draft version, which proposed auctioning a higher percentage of permits, and committed to increasing the amount in later trading periods. Unfortunately, the Commission has swallowed the industry argument that they should be treated like other sectors, but has not applied the logic consistently – see below. 
The cap: the effectiveness of a trading scheme depends crucially on the cap, which determines the total amount of CO2 that can be emitted. Other sectors are capped in line with Kyoto targets – an overall 8% reduction against a 1990 baseline. The aviation industry, however, is capped at the average of 2004-6 levels. Emissions from aviation have grown 73% since 1990, but the industry will not now have to pay for these emissions.
Total climatic impact: aviation’s total effect on the climate is between 2 and 4 times that of its CO2 alone, due to the effects of contrails, aviation-induced cirrus clouds and the effects of other gases at altitude. Today’s proposal is limited to CO2 only, with a vague promise to publish a proposal to tackle nitrogen dioxide emissions in 2008. The draft proposal contained more concrete measures, including the possibility of using a ‘multiplier’ to account for non-CO2 effects within the trading scheme. Airlines bitterly oppose this idea, and it seems they have got their way.

Other measures: references have been removed to ending the tax exemptions the industry enjoys. It pays no fuel tax, a perk worth €35 billion alone, and no VAT. Ending these exemptions would bring the sector close to paying its full costs, and by raising the price of a ticket would work to curb the growth in demand.

