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Greener Skies Consultation 
Response by the Aviation Environment Federation
Q1 What is the correct balance between international and national action to address the environmental impacts of aviation?

The UK has limited control over international agreements because progress can be obstructed by countries such as the US at ICAO and the oil states at UNFCCC; indeed there is little non-European appetite at ICAO for any environmental measures.  It is essential that the UK take action in advance of international and EU action as the UK is a major contributor to emissions (globally joint second with Japan to the US
).

Although the inclusion of aviation within the EU Emissions Trading Scheme represents a useful first step, the impact assessment accompanying the Commission’s proposal showed that emissions reductions within the sector would be small, and the scheme would have a very modest impact on demand. Emissions trading does not obviate the need to remove the tax exemptions that the industry enjoys. It will be more effective if VAT and fuel duty can be charged at a European than at a national level, and we therefore recommend that the Conservative Party commit to working towards European agreement on these issues. See further under Q2.
Aviation is very under-taxed compared with most other sectors of the economy, causing economic distortions with more flying than can economically justified.  It should therefore not be assumed that some reduction (or reduction in the rate of growth) or some diversion (at the margin) to non-UK airports will damage our economy or competitiveness.   The number of flights that might be diverted to foreign hubs is likely to be small, and we question the economic cost of any flights that are lost, since transfer passengers, who do not leave the airport, do not contribute to the wider economy. 

Q2 Is there an immediate case for charging fuel duty and/or VAT on domestic

flights?

Yes, absolutely. A fuel tax on domestic flights should be imposed forthwith (with possible exemptions for socially dependent cases, such as routes to remote regions currently covered by Public Service Obligations). A tax on fuel would encourage fuel economy which links directly to emissions of greenhouse gases.  A tax should reflect the environmental costs and could also be justified on taxation equity grounds, eg in comparision to current road fuel duty. 
Although the proportion of emissions from domestic flights is fairly small, they are also the journeys most easily substitutable to lower-carbon modes of transport. As more journeys switch to rail it becomes a progressively more competitive mode, ie encouraging modal shift by taxing domestic flights is in effect a way of supporting the rail industry without allocating extra funds to that sector.
There is also a case for charging VAT for reasons of tax and equity. VAT is a broad-based tax for raising revenue and there need to be good social reasons to exclude particular goods or services.  No such case has been made for aviation.      
Q3 Is there a case for replacing APD with a per-flight tax based more closely

on actual carbon emissions?

Although APD is not linked directly to carbon emissions, it has a significant effect in reducing emissions by virtue of its effect on demand, as has been seen in the recent softening of passenger demand reported by airlines in the wake of the increase in rates of APD.
  Furthermore, it has an effect in reducing all emissions, not just carbon, and reducing other impacts such as noise and local air pollution. 
That said, there would be greater environmental benefits from using a less blunt instrument than APD, such as a per-flight tax. Firstly, airlines would be encouraged to fill planes, rather than the reverse as is currently the case. Secondly, the tax could be graded to reflect the size, efficiency or age of the plane, as well as the distance flown, thus more directly targeting carbon emissions. It should be noted, however, that a tax that was too finely graded in line with carbon emissions could be regarded as a proxy fuel tax (since CO2 emissions are directly proportional to fuel burn) and therefore subject to challenge under bilateral agreements. This would need further consideration in drawing up proposals.
The tax would ideally be levied a rate that at least reflects the social cost of carbon. There has been much debate about the correct cost but in our view the value given in the Stern report gives a sufficiently authoritative figure, pending further research.
Q4 If some element of per-passenger taxation is maintained, is there a case for introducing some form of annual ‘Green Air Miles Allowance’ so that people who fly more frequently pay at a higher rate?

In principle this could be helpful in that it would make aviation taxes even more progressive (in tax parlance) and would probably appeal to the public in terms of fairness and acceptability more than other forms of tax or restrictions.

In practice, however, a Green Air Miles Allowance would be very difficult to introduce, raising issues such as red tape and civil liberties (cf road charging).  Also, if such a major innovation were to be introduced, it could be argued that it should extend to other sources of carbon emissions.
Because a green air miles allowance is problematic and a long way off, it should not be considered as a substitute for any of the other measures discussed.  If and when it becomes a serious possibility, consideration can be given to it replacing other measures.

Q5 What other steps are needed in order to reduce the growth in aviation emissions?

Emissions from international aviation (and shipping) should be included, from the outset, in the carbon reduction targets proposed in the Draft Climate Change Bill. This is one of the key demands of over 50 NGOs that make up the Stop Climate Chaos coalition, and explicit support from the Conservative party for this position would be extremely helpful.

Please see the Annex to this response for our detailed arguments on the Climate Change Bill.

While improvements in aircraft technology and airline operations are obviously very welcome, the historical rate of improvement in fuel efficiency has been quite small, and even the industry’s most optimistic projections only translate to annual improvements of 1-2% across the entire fleet. With growth rates of around 5% pa, it is clear that technological improvements alone cannot address the problems. We therefore do not accept the industry argument that moderating demand is counter-productive because it reduces investment in new technology.  
Cleaner technology is best encouraged by a market where there is a large commercial incentive for cleaner aircraft, and the fiscal measure that creates these conditions should also seek to manage down demand to the point where emissions can be stabilised.  Further subsidising the industry by recycling tax revenues to R&D would not only perversely boost demand, but would violate the ‘polluter pays’ principle. 
Constraints on airport capacity will also be an important factor in managing demand. Furthermore, as airports fill up, the market will work to allocate slots to those flights where operators can maximise their profits. Due to the different price elasticities of demand, these are likely to be business flights, which also generate the bulk of wider economic benefits.

A cap on airport capacity is thus a ‘light-touch’ way of regulating demand that would have the least effect on the wider economy. There is also a strong environmental case for such a limit, especially while aviation emissions remain outside our overall frameworks for tackling climate change. The current push to expand airports is fuelling demand and locking us into air-dependent patterns of development (for instance second homes abroad, which have recently clustered around new low-cost routes). As Sir Nicholas Stern noted:
while the credibility of policy is still being established and the international framework is taking shape, it is critical that governments consider how to avoid the risks of locking into a high-carbon infrastructure

Accordingly, AEF recommends a Conservative policy of a complete moratorium on airport expansion, to be reviewed as and when aviation comes within an overall framework that is explicitly aimed at ensuring the carbon reductions recommended by the latest climate science.
ANNEX: AEF response to Climate Change Bill Consultation
Why emissions from international aviation and shipping must be included in Climate Change Bill targets from the outset.

The Scale of the Problem
Aviation is the fastest-growing source of greenhouse gas emissions in the UK. Without action to tackle emissions, the sector is on course to use up a significant fraction of the UK’s entire carbon budget. Even the Department for Transport’s own projections show that aviation will emit 17.4 million tonnes of carbon (MtC) in 2050, equivalent to 26% of the UK total carbon allowance under a 60% cut.  Two other projections, by the Tyndall Centre for Climate Change Research and by Owen and Lee for Defra
 put the figures rather higher. Many environmental groups are calling for at least an 80% cut in emissions, with the Tyndall Centre for Climate Change Research recommending a cut in the region of 90% by 2050
. Under an 80% cut, aviation’s share would of course be doubled.
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Aviation’s share of overall UK emissions under a range of scenarios
(The lower estimates of Owen and Lee have been used; furthermore their figures are for scheduled traffic only and therefore underestimates.)
Whatever the target adopted, it cannot ignore such a significant source of emissions.
 And since the UK’s cumulative emissions are more important than the final target, it is vital that emissions from aviation and shipping are included at the earliest possible opportunity.

The Bill as it stands
The Draft Climate Change Bill excludes emissions from international aviation and shipping from the 2020 and 2050 targets, on the grounds that there is no international agreement on how to allocate these emissions to individual states. 

Section 15 Clause (3) makes provision for including these emissions ‘if there is a change in international carbon reporting practice’. In the Consultation Document accompanying the Draft Bill, this is enlarged upon: ‘for example, if emissions from international aviation and/or shipping are included in emissions reductions targets in the future.’

Furthermore, Section 15 Clauses (4) and (5) make provision for including such emissions using a different base year and ‘provide for the emissions in that year … to be taken into account as if part of the 1990 baseline.’

In other words, it is envisaged that as and when international agreement is reached on aviation and/or shipping emissions, the overall target will be relaxed in order to accommodate them.

Problems with this approach

In AEF’s opinion reaching an agreement is a distant prospect: both methodological and highly sensitive political issues remain to be resolved, and while Europe continues to press for the resumption of talks at the UNFCCC’s Subsidiary Body for Scientific and Technical Advice (SBSTA), certain states (notably Saudi Arabia), remain uncooperative. Without consensus, international progress in this forum is effectively blocked.

Nor would aviation’s inclusion within the EU ETS necessarily constitute ‘a change in international carbon reporting practice’, for the following reasons:

· the proposed scheme would cover all flights arriving and departing the UK -  not an allocation option proposed by SBSTA, nor one that any government would accept for its own targets, since if it were adopted globally there would be double counting;

· the European Commission will only work out Member States’ emissions for the purposes of allocating permits, ie their emissions in the baseline year (currently an average of 2004-6 is proposed). Emissions for years when the scheme is operating will be reported by individual airlines, the entities required to surrender permits. With centralised allocation there will be no equivalent of a state-level NAP and emissions will not necessarily be aggregated at Member State level;
· emissions may well only be reported over five-year trading periods, rather than for each calendar year.

· it would certainly not solve the problem of allocation for shipping. Although there have been some comments from European officials regarding the inclusion of maritime emissions within the ETS, there has been no formal proposal and there is no suggested timescale for their inclusion.

So the inclusion of international aviation emissions within the UK’s targets cannot be regarded as ‘just around the corner’. International agreement could well be a decade away. International aviation already accounts for 5.9% of the UK’s carbon emissions and the industry is growing rapidly: the later emissions are included, the greater the shock to the system; or, the more the target will have to be diluted to accommodate them. 

The emissions pathways set out in the Climate Change Bill are calculated to achieve a given CO2 stabilisation target, that in turn yields a given chance of limiting global temperature rise to 2°C. Just as the stabilisation aim cannot be achieved with one source of emissions excluded, it cannot be achieved with that source included on a different and laxer basis, particularly as the most recent scientific evidence tends to suggest that a 60% cut will not be adequate.

The crucial factor in tackling climate change is not simply arriving at a given reduction target but the cumulative stock of greenhouse gases in the atmosphere. The Bill’s proposed trajectory would therefore be invalidated if aviation emissions were incorporated into the 2020 and 2050 targets at a higher level than emissions from other sectors.
Alterations to the UK’s climate targets also undermine the certainty that investors require when taking long-term decisions; this is particularly the case in an industry such as aviation where capital stock is expensive and long-lived.

An alternative approach

Although there is little prospect of international consensus on allocation for the purposes of binding targets in the short term, the Intergovernmental Panel on Climate Change publishes internationally-accepted guidelines to states on how to report emissions from international bunker fuels.  The UK is required to submit this information as a memo item to UNFCCC along with our annual GHG inventory, and accordingly the Government has for several years compiled and reported official figures for emissions from international aviation.

The official Netcen figures go back to 1990 and so could be used to include aviation emissions on the same basis as other sectors from the moment the Bill becomes law.  

It could be argued that the practices set out in these guidelines do already constitute ‘international carbon reporting practice’. The term is defined in Section 38 of the Draft Bill as ‘accepted practice in relation to reporting for the purposes of the protocols to the United Nations Framework Convention on Climate Change’, and one such purpose is ‘the limitation or reduction of emissions of greenhouse gases … from aviation and marine bunker fuels’.
  In this case, emissions from international bunker fuels do not constitute a special case at all, and the whole of section 15 of the Draft Bill could be deleted. Targets could then be modified to accommodate changes in international policy under the provisions set out for other sectors in Section 3 Clauses (3) and (4).

Alternatively, it could be argued that for the purposes of a domestic target, the UK does not need international consensus. In this case, Section 15 should be amended, requiring the Secretary of State to make special provisions for aviation and shipping straightaway, in accordance with IPCC guidelines. Any flexibility as to the baseline year should be removed, but some flexibility should be retained to alter these provisions should international policy change.
Whichever method is adopted, the recalculation of targets and realignment of emissions pathways necessary when international consensus is finally reached is likely to be an order of magnitude smaller than if aviation were then included for the first time. In addition to the obvious environmental advantages, there would be greater certainty for business and investors, who are less likely to over-invest in carbon-intensive infrastructure if clear long-term signals are given from the outset.

� http://unfccc.int/resource/docs/2005/sbsta/eng/misc04.pdf


� See for instance � HYPERLINK "http://news.bbc.co.uk/1/hi/business/6721409.stm" ��http://news.bbc.co.uk/1/hi/business/6721409.stm�: “Mr O'Leary complained that … higher air passenger duties (APD) were having a negative impact on demand.”


� Stern Review of the Economics of Climate Change, HMT 2006, Executive Summary p.xix


� As a specialist aviation organisation, our comments will focus on this sector. Our NGO colleagues with an interest in maritime environmental issues report that emissions from international shipping could and should be treated in the same way.


� � HYPERLINK "http://www.eci.ox.ac.uk/research/energy/downloads/predictanddecide.pdf" ��http://www.eci.ox.ac.uk/research/energy/downloads/predictanddecide.pdf�, table 2.4, page 15.


� � HYPERLINK "http://www.tyndall.ac.uk/publications/briefing_notes/bn17.pdf" ��http://www.tyndall.ac.uk/publications/briefing_notes/bn17.pdf�, page 2.


� These figures take no account of the non- CO2effects of aviation, which increase its total impact on the climate by between 2 and 4 times, according to the IPCC’s 1999 report Aviation and the Global Atmosphere. Some uncertainty remains over the exact quantification of these effects, and so for as long as the Bill in general only accounts for CO2 and not other Kyoto gases, for consistency we accept the rationale for the non- CO2 effects of aviation to be excluded. These effects do, however, significantly increase the urgency of bringing aviation within a framework for tackling climate change.





� Note 29 to para 5.23


� Historical emissions back to 1990 are reported by Netcen for the UK GHG inventory on the basis of fuel uplifted in the UK.  Since 2006, IPCC guidelines have offered states the possibility of estimating emissions on a route-by-route basis, the so-called Tier 3 methodology. It is as yet unclear whether Defra has instructed Netcen to use this method. The DfT accepts emissions calculated from fuel sales as a good approximation for emissions from all flights departing the UK, treating the historical data and its own forecasts (based on all departing flights) as a seamless whole.


� Kyoto Protocol to the United Nations Framework Convention on Climate Change, Article 2.2





