Response by BAR UK to Conservative Party’s

‘Greener Skies’ consultation

The Board of Airline Representatives in the UK (BAR UK) Ltd is an airline association, representing over 90 scheduled airlines transacting business in the UK.

There are four UK airlines that are members: bmi, British Airways, Silverjet and Virgin Atlantic; the significant others are all foreign-based carriers. For your reference, a full list is shown on the last page.

BAR UK is pleased to have been consulted, and given the opportunity to respond to its contents.

Preamble

a) That airlines must play their part in contributing to a better environment is not challenged.

b) The aviation community has been aware of its environmental responsibilities for many years. This can be demonstrated by the constant environmental improvements that have been made by airlines, and the aircraft and engine manufacturers. Those changes will continue into the future.

c) The improvements, and benefits, fall into various areas. They include lower noise profiles, greater fuel efficiency through better engines, larger aircraft travelling further, the much greater use of twin-engined aircraft for long-distance travel, and the introduction of new airways, thereby reducing distances flown.

d) Looking ahead, aircraft are already being developed that will be largely constructed of carbon fibre instead of metal (eg Boeing 787 and Airbus 350 XWB). That will lead to great weight reductions, great efficiencies of fuel consumption, and far fewer emissions.

e) Aircraft like the Airbus A380, and Boeing 747-8, will provide larger capacity in a single flight, whilst simultaneously reducing fuel consumption, and emissions per passenger kilometre.

f) Following on from points (d) and (e) above, whilst passenger numbers may grow at a significant rate, it is a fact that on many routes they will be transported in a similar number of flights as today. That will have the much-desired effect of simultaneously lowering the actual amount of emissions, and drastically reducing the ‘emissions per passenger kilometre’. 

Comments and observations

The one ‘big hit’ that is floated, the ‘Green Air Miles allowance’, is a non-starter, for which the rationale is provided below in response to Question 4.

Other ideas and proposals within Greener Skies are not ‘big hits’ and only touch the surface of a very complex subject. 

The Greener Skies document gives the impression that the great majority of the flying public are UK residents, and focuses more on the socio-economic profile of UK travellers. It tends to ignore the complexities of the wider air travel market.

In that context, it is useful now to indicate some of the characteristics of the UK air travel market.

Airline passengers include:

· UK nationals living in the UK 

· UK nationals living abroad

· Foreign nationals visiting the UK

· Foreign nationals residing in the UK

· Travellers of diverse nationalities transferring from one international flight to another.

The markets include travel into, and out, the UK for:

· Business travellers 

· Holiday makers on main holiday of the year 

· Short break visitors 

· Conference and incentive travellers

· Special interest travellers

· Ships Crews

· Visiting Friends and Relatives (VFR)

· Transfer passengers

· Medical patients

· Students

· Freight, in the belly-hold of passenger flights, and in all-cargo aircraft.

What is certain is that travellers and freight are from every corner of the globe, and passengers are from every part of the socio-economic framework.

Any measures that might be introduced to inhibit flying would affect all these people and markets, not just the more well-off who are referred to in the Greener Skies document.

1. The Foreword

The statement that APD provides no incentives for airlines to use more fuel-efficient aircraft is not, within itself, incorrect. However, let it be recognised that fuel efficiencies are one of the major drivers for economic airline operation, regardless of any regulatory regime that may apply.

Fuel costs are a very significant part of overall costs. Airlines will do all within their control to reduce fuel consumption, thereby reducing emissions at the same time.

2. Introduction

Paragraphs 1.6 and 1.7 refer to variations between transport modes, but only in terms of percentages, not the specific amounts. That is very misrepresentative of the situation.

Percentages by themselves mean nothing. 

They have to be qualified by quantifiable data to provide a rational picture. An increase by aviation of 111%, from a tiny base may well be significantly lower in actual amounts than an increase of 10% by road transport which would be taken from a much higher base amount. 

By themselves, the statements as made in these paragraphs, do not stand scrutiny.

Re Paragraph 1.8, and whilst acknowledging the reference made to CE Delft (2003), it would be most interesting to see the data that was provided in support of the claims that surface transport, including cars, are far less polluting than aircraft. 

The time factor is completely ignored. A roundtrip of 3000km in a day by air is perfectly feasible, whereas using surface transport instead is most likely to involve overnight accommodation. That is not only more time and money consuming, but also generates an added environmental impact in itself, which needs to be taken into account in any comparison.

Re Paragraph 1.12 concerning domestic air travel, there is lack of understanding shown about why domestic air travel is used.

Surface transport between London and the Leeds, Manchester, Newcastle and Edinburgh is already perfectly feasible for those starting their journeys from within a reasonable distance of the centres of those cities. For others, though, it is not automatically a prime choice.

For example, a resident in the South East of England (SEE), travelling to either Manchester itself, or say Cheshire, may well find that air travel, from a range of SEE airports, offers a better overall choice than surface transport does. There is nothing wrong in that.

Another main factor, not taken into account in Greener Skies, is the large amount of connecting traffic at London airports which then connects for travel on to UK provincial cities. Surface transport often does not fit the needs of these travellers.

Notwithstanding the above, airlines are keen to see integrated inter-modal transport facilities at airport. Good examples are the integrated the railway stations at Gatwick, Manchester and Southampton.

One major missing link in the UK aviation scene is the lack of a proper railway link at Heathrow. This is why the Project for the Sustainable Development of Heathrow exists, which includes the provision of substantial railway links.

Air transportation is a part of this country’s public transport system, in the same way as are buses, coaches and trains. Airlines recognise the need to integrate these modes, and is proactive in trying to establish them. 

Re Paragraph 1.18 that additional capacity will be taken up wealthier frequent flyers, predominantly to short-haul destinations in the UK and Europe. 

This proposition is unsubstantiated, and ignores the reality of the situation.

The public at large has various degrees of disposable income, and can choose how it wishes to spend it. Air travel is one such choice. 

Air travel is not exclusively ex-UK, and offers the opportunity for travellers to visit this country. It also offers the many EU nationals, now resident in the UK, the chance to return to their native country for visiting friends and relatives (the VFR market).

Such choices are no different, nor should they be, from deciding to spend disposable income in any other way, such as clothes and eating out, all of which have adverse environmental effects of one sort or another.

Re Paragraph 2.1 and the taxation of aviation, recognition must be given to the costs exclusively imposed on it, but not on other modes of transport.

The railways in the UK are subsidised to the tune of over £1.5billion per annum. Ticket pricing is largely regulated, and has an upward trend, and the Train Operating Companies tend to operate as monopolies or duopolies within their franchise areas. 

With the tiny exception of services to remote areas, air transport is not subsidised, operates in a fiercely competitive marketplace, and generates income for the Exchequer. In 2006/7, APD was expected to generate £1billion per annum; that figure is expected to double to £2 billion per annum for 2007/8.

In addition, the aviation community at large, not just the airlines, pays for the great majority of airport policing, a burden that does not fall on other modes of transport. The cost of airport policing is estimated at over £100 million per annum.

As well as contributing to the cost of airport policing, airlines have the burden of aviation security costs. These cover personal passenger searches, and hold baggage and freight.

In conclusion, whilst air travel may not be subject to VAT, and fuel is not taxed, it carries financial burdens that do not fall on other modes of transport. The burden of APD (see below) also offsets perceived losses of VAT income.

It is wrong to believe that aviation does not pay its way.

Air Passenger Duty (APD)

Whilst the revenues generated by APD may not be expended on environmental matters, there are many signs that its recent doubling is adversely effecting future air bookings.

It is also worth noting that, depending on how flights are booked, or tickets are purchased, UK provincial passengers who connect at another UK airport, often pay APD on both domestic flights, and the departing international flight as well. 

The consequence is that the amount of APD payable is costly, represents a high percentage of the fares paid, and will often be more than the VAT that would be applicable.

International aspects

The following topics within Greener Skies all have broad international ramifications.

The EU Emissions Trading Scheme
From the perspective of UK airlines, there is strong support for the EU ETS.

However, the Conservative Party needs to be aware, if it is not already, that a great number of foreign airlines do not support it. Objections are anticipated from the wider international community.

Duty on aviation fuel

Referring to Paragraph 2.1 above, whilst aviation does not have a fuel tax applied to it, it carriers very substantial burdens that other modes of transport do not. 

Paragraph 3.8 states that there is a case for domestic action in the short term. BAR UK disagrees.

Domestic flights often form part of an international air journey. As such, it is now common for those flights to be code-shared with international carriers. Imposing a fuel tax on domestic journeys is likely to lead to objections from outside of the UK.

BAR UK cannot support the application of a fuel tax on any type of air journey.

Technological and operational improvements

This is the area that offers most potential for ‘big hits’, yet is glossed over in three short paragraphs.

It is disappointing to see reference to the short term when, in fact, it is the medium and long term (2020-2050) that needs to be addressed.

The exploration into alternative fuel technologies is at an interesting stage, and it is agreed that no significant changes can be expected in the short-term. However, there are various initiatives being followed on new fuel types, which will be of interest to all parties engaged in environmental issues.

Reduced fuel costs and improved fuel consumptions are very significant drivers in the economics of airline operations. There is absolutely no will to consume fuel at current rates, even those these represent huge improvements on those of only a short time ago.

In addition to fuel efficiencies, great potential lies in improving air traffic control systems, and routeings.

The International Air Transport Association (IATA) deplores the lack of progress made in developing the European Single Sky concept. Without affecting any state’s sovereignty, the opportunity presents itself to combine air traffic control systems, and areas, thus offering more capacity, and more direct routeings.

Progress on this one matter will generate huge efficiencies, and far fewer emissions.

Various other matters specified in paragraph 3.11 also have the potential to generate fewer emissions and greater efficiencies. The one exception is in-flight refuelling.

That suggestion raises huge safety concerns, is highly impractical, and is hard to see what it offers in respect of the environment. It is a certain non-runner.

Questions for consultation

Q.1 What is the correct balance between international and national action to address the environmental impacts of aviation?

In view of the complexities that arise from international actions that are proposed without wide agreement, national action should be restricted.

However, this is not as limiting as it may sound.

The development of UK airports is predicated upon meeting stringent local criteria.  These include emissions from all forms of transport, not just aircraft, linked to noise levels as well.

Airlines agree with this philosophy, and see this as the way of combining national actions with international ones.

Q.2 Is there an immediate case for charging fuel duty and/or VAT on domestic flights?

There is certainly no need for immediate action, as the recent doubling of APD is already adversely affecting airline reservations.

As set out earlier in the section above concerning fuel duty and VAT, airlines absorb a a great financial burden in other ways that largely offset the lack of fuel duty and VAT.

Unless those financial burdens were lifted, and for the reasons stated earlier, BAR UK would oppose any proposal to tax aviation fuel, or levying VAT on domestic flights.

Q.3 Is there a case for replacing APD with a per-flight tax based more closely on actual carbon emissions?

APD is recognised as being a blunt instrument, but at least it is straightforward to understand and implement.

The detailed issues that arise with a per-flight tax are considerable, and subject to interpretation and agreement. 

Considerable objections from the international community may be expected should alternatives to APD be proposed that cover flights into, as well as out of, the UK.

Q.4 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?

The short answer is ‘no’.

On a separate note, the business community, who need to frequently travel by air, would be penalised, as might other sectors of the community.

The consultation paper itself mentions some of the considerable investment and IT infrastructure investment required, plus the considerable negative aspects related to civil liberties and so forth.

Airlines, as part of their responsibilities, provide travel document and reservations information to Border Control agencies. If a Government wished for those agencies to share that information to manage a Green Air Miles programme, then it would need to legislate accordingly.

However, airlines do not have any responsibility whatsoever for monitoring a tax/environmental regime, and would object in being expected to do so.

The strictures of a Green Air Miles Allowance would presumably be imposed only on UK residents. It will be interesting to learn if this breaches the Treaty of Rome, whereby free trade and movement within the EU is a right for all citizens. As it reads, UK residents will discriminated against in respect of flying.

Q.5 What other steps are needed in order to reduce the growth in aviation emissions?

BAR UK offers no other specific proposals at this stage.

However, the airline community recognises that it must play its part in reducing CO2 emissions.

It suggests that instead of the proposals made in the Greener Skies document, a  

number of ‘big hits’, referred to earlier, are required to provide substantial improvements. These include:

· the introduction of ever more fuel-efficient aircraft

· larger capacity aircraft on trunk routes, leading to more passengers on fewer flights

· improvements to Air Traffic Control processes, management and routes

In conclusion, BAR UK has been pleased to provide this response on behalf of its members.

It also remains ready to engage further with the Conservative Party in the development of its policies, and to clarify any of the points made within this response.

