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Dying on a jet plane
The UK government, aviation and climate injustice

1. Climate change and flying in the UK
“Ghandi once said, ‘Recall the face of the poorest person you have seen1and

ask yourself if the step you contemplate is going to be any use to them’.
- Gordon Brown

“Climate change is like eating a slap-up meal then handing the bill to the
world’s poor.’
- Ricardo Navarro, CESTA El Salvador

Since 1990, UK CO, emissions from aviation have risen by 125 per cent and
are currently growing by between 5 and 10 per cent a %/ear. In 2005, aviation
accounted for 6.3 per cent of the UK’s CO, emissions.” Given the extra
warming effects of non-CO, emissions from aviation, aviation’s share of the
UK's contribution to climate change is higher — probably in the region of 10-15
per cent. Worldwide, one-in five flights departs from or arrives at a UK airport.*

The growth in UK aviation is fully supported by the UK government. In its 2003
White Paper on Aviation, the Department for Transport (DfT) planned for a
massive expansion in UK airport capacity to allow for a predicted doubling of
passengers in UK airports between 2002 and 2020, and a doubling of air
freight between 2002 and 2010.° In December 20086, this expansion was
supported in both the DfT’s progress report on the aviation white paper® and
the Chancellor’s pre-budget report’. The Tyndall Centre for Climate Change
has predicted that unless government policy changes, CO, emissions from
UK aviation will have more than doubled by 2030 and trebled by 2050.2

The UK government’s support for the expansion in aviation contradicts its
rhetoric on tackling climate change and global poverty. On tackling climate
change, Tony Blair has said: “There is nothing more serious, more urgent or
more demanding of leadership, here of course, but most importantly in the
global community. Britain is more than playing its part.”

Gordon Brown has stated: “We now have sufficient evidence that human-
made climate change is the most far-reaching — and almost certainly the most
threatening — of all the environmental challenges facing us. And it is the
poorest members of the community — those most dependent on the natural
world for their survival, and those with the fewest resources to buy their way
out of unhealthy environments — that suffer the most. Indeed, it is in the issue
of climate change that we can see this interaction of economic development,
environmental degradation and social inequity most clearly.”*

The UK government and European Union are committed to limiting the
increase in global temperatures to 2°C on pre-industrial levels."' As Gordon
Brown has recognised; “At a global average of two degrees or more the

" As well as CO,, aviation produces nitric oxide and nitrogen dioxide, which at altitude form ozone, a
greenhouse gas. Aviation also emits water vapour, which at altitude leads to the formation of contrails
and cirrus clouds — again contributing to global warming.
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consequences - for agricultural productivity, water stress, ecosystems and
human health become potentially devastating.”*?

The Treasury’s Stern Review on the economics of climate change argued that
to have 50 per cent chance of keeping to a 2°C increase in global temperature
requires the atmospheric concentration of greenhouse gases to stabilise at
450ppm CO.e"." This in turn requires a global cut in emissions of 70 per cent
by 2050 and 75 per cent by 2100. Given that the UK produces more than
double the worldwide average CO, emissions per person, UK emissions need
to be cut by 85-90 per cent by 2050.

A cut of 90 per cent in UK’s emissions is impossible if aviation is allowed to
continue growing (see Graph 1 below). By 2030, aviation would account for
almost half the UK’s CO, emissions. By 2040, even if there were no CO;
emissions from any other sector of the UK economy, aviation would still be
responsible for over 100 million tonnes of CO; a year, making 90 per cent cuts
impossible.

Graph 1. A) Required UK CO; emission cuts and B) predicted growth in
CO; emissions from aviation
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The figures in Graph 1 take no account of the extra warming effects of
aviation emissions. Because of the scientific uncertainty it is difficult to ascribe
the extra warming from aviation emissions in CO, terms."* However, one
attempt in Graph 2 below shows that by 2030, in just 23-years time, aviation
would account for all of the UK’s contribution to climate change, if we were on
track to cut emissions by 90 per cent by 2050.

" CO2e means the ‘carbon dioxide equivalent’ which is the measure of all greenhouse gases. The COze
value gives a concentration of greenhouse gases which has the equivalent effect as the given amount of
CO.. ‘ppm’ is ‘parts per million’, a measure of the concentration of a gas in the atmosphere.
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Graph 2. Required UK CO; emission cuts and predicted growth in
contribution to climate change from aviation
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Of course, there is no reason why aviation should be given special status at
the expense of all other sectors of the economy. In fact, as Section 3 of this
report shows, aviation is primarily a luxury good used predominantly by the
richest people in the UK and the world. Government action now to at least halt
the growth in emissions from UK aviation should therefore be viewed as a
critical part of the overall effort to tackle climate change rather than as
something unimportant and/or to be avoided.
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2. Subsidies and support to aviation

“And | don’t want our children to say to us: ‘You knew what needed to be done,
you had the political power but you lacked the political will’.”*®

- Gordon Brown

As mentioned above, the UK government is supporting a massive expansion
in aviation, with a planned doubling of air passengers between 2002 and 2020,
and a doubling of air freight between 2002 and 2010. The government’s white
paper supports new runways at Edinburgh, Birmingham International,
Stansted and Heathrow airports. In addition, the government’s white paper
supports other airport expansion measures, such as new terminals or longer
runways, at a total of 24 different airports in the UK'."

It is widely reported that aviation pays no tax on fuel and no VAT. One
estimate, based on data from 2002, is that in the UK this amounts to an
effective subsidy to air travel of £9.2 billion a year."” Since then UK aviation
has grown considerably, thereby increasing the effective subsidy. However,
Gordon Brown has doubled Air Passenger Duty, starting from February 2007,
thereby acting as a reduction on the effective subsidy to aviation. WDM
calculates that the net impact of these factors results in an effective subsidy to
UK aviation in 2007 of £10.4 billion (see Appendix 1). £10.4 billion is the
equivalent of £173 for every man, woman and child in the UK.

The planned airport expansion and the generous tax status given to aviation
are not the only governmental support for the industry. Through Export Credits,
preferential loans and direct subsidies, the aviation industry in the UK and EU
is assisted in even more ways.

For example, the UK Export Credit Guarantee Department (ECGD) is a heavy
promoter of aviation, primarily through insuring the export of Airbus aircraft.
Aviation accounted for almost half (23 out of 48) of the guarantees given by
ECGD in 2005/06. Financially, 71 per cent of ECGDs new liability through
guarantees issued in 2005/06 was to the aviation industry. This support is to
the exports of two companies: Airbus and Rolls Royce. Airbus alone accounts
for 68 per cent of ECGD liability in guarantees publicly listed in 2005/06 (see
Appendix 2)."®

The European Investment Bank also offers substantial support to the
European aviation industry. In 2003, it was calculated that the European
Investment Bank contributed €2 billion (£1.4 billion) a year of government-
backed cheap credit to the aviation industry.'

It is widely acknowledged that EU member states provide further support to
the aircraft manufacturer Airbus. As one report points out:

* Edinburgh, Glasgow International, Glasgow Prestwick, Aberdeen, Dundee, Inverness, Cardiff
International, Belfast International, Manchester, Liverpool John Lennon, Blackpool, Carlisle, Newcastle,
Teesside International, Leeds-Bradford International, Birmingham International, East Midlands, Bristol
International, Bournemouth International, Exeter International, Stansted, Heathrow, Gatwick, Luton.
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“With regard to aircraft manufacturers, government support for the civil aircraft
industry has taken various direct and indirect forms, which makes them very
hard, if not impossible, to assess. Examples include synergies between
military (ie, government-funded) and commercial development costs, funding
of research and infrastructure, direct financial subsidies for specific aircraft
projects, equity infusions, debt forgiveness, and export guarantees against
losses caused by exchange-rate changes as well as export guarantees.’®

And Lufthansa claim that since 1991, EU member states have paid over €20
billion (£13.5 billion) in direct rescue aid for airlines.?’ However, the multitude
of support channels, manufacturers and operators make it difficult to calculate
the extent of government hand-outs to the aviation industry in Europe.
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3. Inequality, flying and the global injustice of climate change
"And | make this promise: tackling climate change must not be the excuse for
rich countries to impose a new environmental colonialism: sheltering an
unsustainable prosperity at the expense of the development of the poor.
- Gordon Brown

1222

“A lot of Labour party people say that the dramatic growth in air traffic is the
poor getting on the plane for the first time, but it's not that at all. Half the
population never gets on a plane. What's happening is that relatively few
people, instead of going away once a year on holiday, are going three or four
times a year to Barcelona or Prague or wherever. That's all very nice, but not
at the cost of the continuation of life on planet Earth."?®

- Ken Livingstone

“I wish people in the north could be held to account and be more responsible.
They are creating problems for us, yet we have to deal with them ... If we
increase carbon from aviation, unless something is done, the world cannot
cope. Flying and driving in the North is very easy but do people realise the
consequences? We cannot deal with the carbon we have, we cannot afford to
create more.”®*

- Mumbi Murage, Porini Association, Kenya

“The wide availability of air travel is still limited to the affluent developed world
and to the elite few in the developing countries. However, the environmental
costs of aviation can be global: climate change will affect every person and its
consequences may be most damaging for those in the developing world.”®

- Royal Commission on Environmental Pollution

Flying is an activity dominated primarily by the rich. The richest 18 per cent of
the UK population are responsible for 54 per cent of flights, whilst the poorest
18 per cent are responsible for just 5 per cent.”® The average salary of
passengers at UK airports is £48,000.%” And this means that the support and
effective subsidies the UK government provides to the aviation industry are
going primarily to rich people. Air passengers from the richest 18 per cent of
the population receive an effective subsidy of £5.6 billion a year whilst air
travellers from the poorest 18 per cent of the population receive £0.5 billion.



Dying on a jet plane
The UK government, aviation and climate injustice

Graph 3. Income of UK air passengers in contrast with income of UK
population®®
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It is commonly perceived that the recent growth in flying has been due to
people on lower incomes taking advantage of cheaper air fares. However, this
is not the case. The growth in flying over the past few years has been due to
rich people flying more, whilst those on the lowest incomes are actually flying
less. In 2000, over 8 million leisure trips were taken from UK airports by
passengers earning less than £14,374 a year. In 2004, the same group of
people flew less, with just over 7 million trips. In contrast, people earning over
£28,750 a year made 28.8 million leisure trips in 2000, and this rose to 36.5
million in 2004.%°

The inequality in access to flying is mirrored globally. North America accounts
for 38.4 per cent of worldwide aviation, but holds just 5.1 per cent of the
world’s population. Europe accounts for 30.9 per cent of aviation worldwide,
but only 14.3 per cent of the world’s population. In contrast, Africa holds 13.2
per cent of the world’s population, but accounts for 2 per cent of aviation.
Asia-Pacific has 55.3 per cent of the world’s population but 22.4 per cent of
aviation.

Table 1. Disparity between regional access to aviation and population

Percentage of world Percentage of world
aviation® population®’

Africa 2.0 13.2

Asia-Pacific 22.4 55.3

Europe 30.9 14.3

Latin America 3.6 8.6

Middle East 2.7 3.5

North America | 38.4 5.1

These figures only take account of the inequality in flying between countries.
Where flying takes place in developing country regions, it is almost certainly
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dominated by indigenous middle-classes, tourists and employees of
multinational companies. Flying is primarily an activity of the rich.

Whilst flying is an activity of the rich, the climate change which it is
contributing to will affect the poorest people in the world the most. The
Intergovernmental Panel on Climate Change reported in February 2007 that in
the absence of decisive action by governments to limit climate change,
average global temperatures could rise by between 2.2 and 4.4°C by the end
of the 21° Century.*?

A 3°C rise in temperature will lead to:*

- Between 150 and 550 million more people at risk of hunger due to
drought and lower crop yields, one to three million more of whom die
each year due to malnutrition.

- Up to 170 million more people affected by coastal flooding each year.

- The proportion of the land surface suffering from severe drought at one
time will increase from 10 per cent today up to 40 per cent.

A 4°C rise in temperature will lead to:**

- Between a 30 and 50 per cent reduction in water availability in southern
Africa.

- Drastic declines in agricultural yields in tropical regions, including 15 to
35 per cent decline in sub-Saharan Africa.

- Between 70 and 80 million more people exposed to malaria in Africa
alone.

- Up to 300 million more people affected by coastal flooding each year.

- Disappearance of most glaciers round the world, threatening the dry
season water supply of billions of people in Latin America and Asia.

Preventing an increase in global temperatures beyond 2°C is still possible.
However, as outlined in Section 1, the UK cannot make its share of the
reductions in emissions required to keep the global increase to 2°C, whilst
allowing aviation emissions to continue to grow. For there to be any basis to
the UK government’s rhetoric on limiting climate change and making poverty
history, it has to act now to halt the growth in emissions from aviation.

" These models do not include most positive feedbacks in the climate system, where increasing
temperatures cause further warming, so temperature increases could be even higher. The IPCC
estimates are widely seen as conservative.

10
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Hypothetical example of aviation injustice one

Richard is a 28-year old professional working in the City of London. He gets
paid £50,000 a year. In 2007 he has already been on a long-weekend skiing
break in the French Alps. Later in the year, he intends to go on weekend
breaks to Barcelona and Florence with his girlfriend. He’s also due to join a
friend’s stag weekend in Prague. In June Richard is planning a two-week trip
to Mauritius.

The total CO, emissions from Richard’s flying alone in one year is 4.1 tonnes.
This is more than the average Chinese citizen emits from all activities in one
year; 3.6 tonnes.*

If, more accurately, the extra warming effects of aviation are included, the
CO; equivalent emissions from Richard’s flying are between 8.2 and 16.4
tonnes. In contrast, the average UK citizen can be estimated to produce 12.7
tonnes of CO.eq from all activities.*®

The effective subsidy Richard receives from not paying tax on fuel and VAT is
£830 for all his flights in 2007.

Hypothetical example of aviation injustice two

Jane is a 36-year old middle-manager from Manchester, who earns £35,000 a
year. This year Jane is planning to take a main holiday in Slovenia over the
summer. She also intends to go on a shopping holiday to New York with some
girlfriends. Finally, Jane will probably take one trip to a European city such as
Paris, but will wait to see when she can get a good deal.

The total CO, emissions from Jane’s flying alone in one year is 2.3 tonnes.
This does not include the extra warming effects of aviation. Doing so
increases the CO,eq emissions from Jane’s flying to between 4.6 and 9.2
tonnes.

The effective subsidy Jane receives from not paying tax on fuel and VAT is
£420 for all her flights in 2007.

11
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4. Misallocation of resources

“Climate change presents a unique challenge for economics: it is the greatest
and widest-ranging market failure ever seen.”
- UK Treasury’s Stern Review on the economics of climate change

The Stern review is absolutely right that climate change represents a massive

market failure. In such circumstances the government’s job must be to reverse
policies that compound this market failure and implement policies that correct

it.

So rather than promoting the growth of aviation, the UK government should
instead be using its resources to promote the development of a low carbon

economy in the UK, assist developing countries in expanding energy supply
without increasing greenhouse gas emissions, and tackle global poverty.

Below, we calculate that with less than £10.4 billion the UK could provide
cavity wall and loft insulation for every UK household living in fuel poverty
(£1.8 billion); provide clean sustainable electricity over ten years to every
household in the world currently lacking an electricity connection (£4.6 billion
a year); and provide the finance needed to ensure the Millennium
Development Goal to halve the proportion of people without access to safe
drinking water and sanitation is met in sub-Saharan Africa (£3.4 billion a year).

Of course, if proper taxation was levied on aviation in the UK, the amount of
aviation would likely fall, so the tax take would fall as well. The examples
below highlight the misallocation in resources of the favourable tax treatment
granted to the aviation industry. And assuming that proper taxation was
introduced in order to initially halt the growth in aviation emissions, the tax
proceeds would still be very high.

4.1 Switching the UK to a low carbon economy

What the UK government could do

It is estimated that 3.7 million households in the UK live in fuel poverty.*
Providing cavity wall insulation for 3.7 million households would cost an
estimated £950 million, whilst providing loft insulation would, at current market
rates, cost an estimated £850 million; £1.8 billion in total.*® These one-off
payments would help tackle fuel poverty, have a significant impact on CO,
emissions from households and have a positive impact on poor UK household
disposable incomes.

These payments are one-off. So, after one year, £1.8 billion would be

available for other projects, such as promoting the development of renewable
electricity projects like off-shore wind and tidal.

12
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What the UK government actually does

In October 2005, the Government estimated it spends £545 million a year on
measures to combat, mitigate and adapt to climate change.*® £545 million a
year equals £9 for every man, woman and child in the UK. It is 0.1 per cent of
government spending, and 0.04 per cent of national income.

The Department for Trade and Industry has a £12.5 million a year fund to
provide grants to assist households wishing to install household renewable
energy systems such as solar panels and wind turbines. However, demand for
grants is far higher than £12.5 million a year, so the DTI has resorted to
allocating grants on the first day of every month. The March 2007 grants sold
out by 10:15am on 1 March, just 75 minutes after becoming available.*’

£12.5 million is 0.003 per cent of government spending and 0.0006 per cent of
UK national income.

4.2 Assist developing countries to access low carbon energy

The UK and other rich countries have a historical responsibility to tackle
climate change. One estimate is that the UK is responsible for 6.2 per cent of
historical CO, emissions.*?

Tackling climate change firstly requires rich countries both to make radical

cuts in emissions and show that shifting to a low carbon economy is possible.
But it also requires rich countries to recognise their historical responsibility

and assist developing countries in gaining access to low carbon technology
through providing finance and allowing technology transfer to easily take place.
Funds from rich countries must be made in addition to aid commitments they
already have.

What the UK government could do

It is estimated that 1.6 billion people have no access to electricity, and 2.4
billion people rely on wood, charcoal or dung as their main source of energy
for cooking and heating. The result is that two and a half million women and
children die each year from indoor pollution caused by cooking fires. It would
cost £4.6 billion a year for ten years to provide 1.6 billion people in the world
with access to clean sustainable energy.*?

For example, in one-year, £1.6 billion could provide 5 million homes in Peru
with 50W home solar systems. £1.3 billion could provide 5 million homes in Sri
Lanka with 100W wind battery chargers.*

What the UK government actually does

In response to a parliamentary question in March 2006 asking what support
DfID gives to providing renewable energy projects in the developing world,
Minister for International Development Gareth Thomas stated that DfID had
spent £3.6 million on research, primarily for energy for rural communities,
since 1997. No other bilateral funding appears to have been given.** £3.6
million over ten years equals £360,000 a year, which is less than 1p for every
man, woman and child in Britain.

13
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4.3 Tackling global poverty

What the UK government could do

The Water and Sanitation Program estimate that it would cost £3.4 billion
every year until 2015 to meet the water and sanitation Millennium
Development Goals in sub-Saharan Africa;* to halve the proportion of people
without sustainable access to safe drinking water and sanitation by 2015. As
well as meeting the water and sanitation Millennium Development Goal,
providing clean water and sanitation is vital to meet other Millennium
Development Goals on promoting gender equality, reducing child mortality
and combating disease.

What the UK government actually does

The UK Department for International Development say they currently spend
£80 - £90 million a year on water and sanitation.*” Overall, in 2005, the UK
government spent £4.1 billion on overseas aid, through the Department for
International Development’s bilateral spending and multilateral institutions
such as the World Bank and European Commission. At 0.33 per cent of GDP,
this was actually a reduction on UK aid in 2004 of 0.36 per cent of GDP".*® In
1970, the UK committed to spending 0.7 per cent of national income on
overseas aid, but thirty-seven years later it is still nowhere near implementing
its commitment. After ten years of a Labour government, UK aid spending as
a proportion of UK national income is still not back to the level it was under the
last Labour government: 0.51 per centin 1978.

Table 2. Possible ways for the UK government to use potential tax
revenues from aviation

Activity Cost

Cavity wall and loft insulation for every household | £1.8 billion
in the UK living in fuel poverty

Clean sustainable electricity to every household £4.6 billion a year for ten

in the world currently lacking a connection years

Meet the Millennium Development Goal of £3.4 billion a year until
halving the proportion of people without safe 2015.

access to water and sanitation by 2015

Total £9.8 billion

" The OECD state that UK overseas development aid in 2005 was 0.48 per cent of GDP. However, this
includes one off debt relief payments for Nigeria and Iraq, which should not be counted as official aid.
The actual aid given by UK taxpayers was 0.33 per cent of GDP in 2005.

14
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5. Current measures to tackle aviation emissions

“Air flights are responsible for about 2 per cent of CO, emissions, 3 per cent of
CO; equivalent.” If we fly more we have to do less of something else. That is
why we are implementing the Emissions Trading Scheme, where more
emissions from flying will be offset by cuts elsewhere.”®

- David Miliband, Secretary of State for the Environment

“Under current proposals [to include aviation within the European Emissions
Trading Scheme] the impact on airfares is projected to be relatively minor —
perhaps raising fares by only £3.10 for a return short haul flight. Meanwhile,
unless airlines are forced to buy their emissions permits through auction, they
are ex%eocted to earn windfall profits — perhaps between £2.4 billion and £2.7
billion.’

- House of Commons Environmental Audit Committee

The aviation industry and UK government argue that aviation emissions are
being tackled by being included in the European Union Emissions Trading
Scheme (ETS). The European Commission is currently planning for aviation
to be included in the ETS from 2011/2012. By 2012, aviation emissions will
have grown by 30 per cent. However, the Commission has also predicted that
including aviation will only increase prices for air travel by between €1.80
(£1.20) and €9 (£6) on a return ticket,>' which will have little impact on the
growth in aviation. By 2012, a €9 increase in fares may well be more than
offset by the continuing trend of declining air fares (currently 1.5 per cent a
year).

In addition, the ETS only addresses CO, emissions, so does not cover the
other warming effects of aviation, currently estimated to be 2 to 4 times
greater than CO; alone. This means that the net effect of including aviation in
the emissions trading scheme will be to increase the extent of human-induced
climate change. Caroline Lucas MEP states: “As aviation is likely to be a net
buyer of permits, ground-level emissions will be replaced by emissions with at
least twice the climatic impact.”®?

For example, to cover a growth in emissions of 100,000 tonnes of CO3, an
airline could buy a permit to emit 100,000 tonnes of CO, from a power station.
The power station will reduce its CO, emissions by 100,000 tonnes whilst the
airline will increase its emissions by 100,000 tonnes. However, the actual
warming effect caused by the aviation emissions will be 200,000 to 400,000
tonnes of CO.. In this example, including aviation in the emissions trading
scheme would actually lead to an increase in global warming of the equivalent
of 100,000 to 300,000 tonnes of COx.

" David Miliband is being deliberately misleading with his use of statistics. These figures are based on a
global estimate of CO, emissions from aviation in 1992 — 15 years ago. A more up-to-date estimate is
that aviation is responsible for between 4 and 9 per cent of the global contribution to climate change. In
addition, as explained in Section 1, the UK is responsible for far more aviation than the global average.
UK aviation creates more than 6 per cent of UK CO; emissions, and 10-15 per cent of the UK’s
contribution to climate change.

15
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A further problem is that emission permits for the aviation industry will
primarily be granted to companies rather than auctioned. Because airlines will
be given permits almost entirely for free, the Institute for Public Policy
Research has estimated that this could lead to windfall profits for airlines of up
to €4 billion (£2.7 billion),>® while WWF estimates €3.5 billion (£2.4 billion).**

In December 2006, Gordon Brown appeared to acknowledge the limitations of
current policy by increasing Air Passenger Duty. The Treasury’s own
calculations were that the increase in Air Passenger Duty would lead to CO»
reductions of 1.1 million tonnes of CO, by 2010 on what would otherwise have
happened.® It is currently predicted that UK emissions from aviation will grow
by 11.3 million tonnes of CO, by 2010.%° Before the increase in Air Passenger
Duty, CO, emissions from UK aviation were set to increase by 35 per cent by
2010. They are now predicted to increase by 31 per cent. Furthermore, as
Gordon Brown’s pre-Budget report made clear, the government supports
increasing rather than limiting aviation growth:

“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.”’

In response to a Freedom of Information request from the World Development
Movement, the government has refused to release the basis of their
predictions of the effect of the increase in Air Passenger Duty.*® However, on
the basis of the Treasury’s figures, we can estimate how the Treasury
assesses consumer responses to price changes (known as ‘price elasticity’ in
economics jargon) in aviation. Taking the increase in Air Passenger Duty
along with the predicted increase in price of aviation from inclusion in the
Emissions Trading Scheme, and setting it against the continuing fall in the
cost of aviation and predicted emission growth rates, we estimate UK aviation
emissions will still increase by 84 per cent by 2020, down from a 92 per cent
increase if nothing was done.’

The recent increase in Air Passenger Duty was nowhere near enough to
correct for the low tax status of aviation. But Air Passenger Duty is also not
the ideal tax to levy. It charges only passengers rather than freight, and takes
no account of the efficiency of the plane. Also, taxing passengers rather than
emissions means a full flight pays far more tax than a half-empty flight, even
though the emissions of the two flights could be the same.

"The price difference in 2020 with and without the increase in Air Passenger Duty and inclusion in the
Emissions Trading Scheme is estimated at 12 per cent. Based on the Treasury’s figures, price elasticity
is estimated to be 0.36. Therefore, there is a 4.3 per cent cut in aviation in 2020 because of increased
Air Passenger Duty and the Emissions Trading Scheme, which amounts to a fall of 2.5 million tonnes of
CO2 on what it would have been otherwise. This means a growth in UK aviation emissions of 84 per
cent in 2020 rather than 92 per cent.
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Ideally, taxes on aviation should be levied directly on emissions. This can be
done simply by taxing fuel — which is directly related to emissions.
Unfortunately, there are well-publicised international legal problems in
introducing taxes on international aviation fuel. However, taxing fuel used by
UK domestic flights is entirely legal, as would be fuel taxes on flights within
the EU, if all EU member states agreed.

Whilst a direct tax on fuel use in all international flights to and from the UK
would be difficult, there are other alternative approaches to taxing aviation
apart from Air Passenger Duty. One such possibility is to levy a tax on flights
rather than passengers. This would tax freight as well as passengers, and a
full aircraft would pay less tax per passenger than a half-full one. A tax on
flights could also take account of the fuel efficiency of the aircraft and the
distance flown — thereby making the tax more closely related to the actual
emissions of the plane. Higher taxes on less fuel efficient planes would give
the aviation industry an incentive to develop and use more fuel efficient planes
in the future.

If the UK government were genuinely concerned about tackling climate
change and making poverty history, it would:
e Commit to, at the least, halt the growth in emissions from aviation;
e Scrap plans for airport expansion;
e Introduce a proper environmental tax on aviation.
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Appendices

Appendix 1. Calculation of effective subsidy to the aviation industry

In 2002, the Treasury estimated that fuel duty on aircraft fuel at the same rate
as for petrol would raise £5.7 billion from UK aviation.*® CO, emissions have
risen by 20.6 per cent from 2002 by 2005. Given that COz is directly related to
fuel use, the effective subsidy will therefore have increased to £6.9 billion in
2005. Extrapolating to 2007, if we assume aviation emissions have continued
to grow at 5 per cent a year (a low estimate), then the increase on 2002 levels
is 32.9 per cent; so £7.6 billion.

The effective subsidy UK aviation receives from not paying tax on fuel
use will be £7.6 billion in 2007.

Sewill calculated in 2003 that the revenue raised from imposing VAT on all
flights leaving Britain would be £4 billion a year, on 2002 data. VAT payable
depends on two factors: the growth in passenger numbers and the fall in price.

Passenger numbers at UK airports in 2002 were 188.9 million.?° By 2005, this
figure had grown to 228.4 million.®" This is an increase of 20.9 per cent from
2002 to 2005. Assuming that passenger numbers have continued to grow at
around 6 per cent a year, in 2007 passenger numbers will be 256.6 million; an
increase of 35.8 per cent on 2002 levels.

However, this increase has to be set against the fall in prices, estimated to be
1.5 per cent a year over the medium term. Calculating this gives an estimate
of an effective subsidy of £5 billion in 2007.

The effective subsidy UK aviation receives from not paying VAT will be
£5 billion in 2007.

These effective subsidies have to be set against what the government collects
in Air Passenger Duty. In 2002, APD brought in £0.9 billion a year. Applying
the increases in passenger numbers raises this to £1.2 billion in 2007. The
doubling of APD in February 2007 is predicted to increase the APD tax take
by £1 billion, raising the figure to £2.2 billion.

So, from taxation, the subsidy to the UK airline industry is:

Fuel tax: £7.6 billion

VAT: £5.0 billion

APD: - £2.2 billion

= £10.4 billion, an increase on the figure of £9.2 billion currently widely

quoted and accepted. The increase in APD in 2007 has been more than
wiped out by the growth in aviation in recent years.
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Appendix 2. Support to the aviation industry from UK ECGD

The Export Credit Guarantee Department insure the exports of UK companies.

The ECGD’s goals include “to ensure its activities accord with other
Government objectives, including those on sustainable development, human

rights, good governance and trade”.

»n 62

The ECGD is a heavy promoter of aviation, primarily through insuring the

export of Airbus aircraft.

Table 3. ECGD guarantees issued to aviation in 2005-06%

Country Exporter Buyer Project ECGD
Maximum
Liability
Austria Airbus S.A.S. | Austrian Airlines Airbus Aircraft £10,264,368
Azerbaijan Airbus S.A.S. | Azerbaijan Airlines Airbus Aircraft £14,546,293
Chile Airbus S.A.S. | Lan Airlines Airbus Aircraft £11,523,611
China Airbus S.A.S. | China Eastern Airlines | Airbus Aircraft £17,299,562
China Airbus S.A.S. | China Southern Airbus Aircraft £96,087,797
Airlines
Czech Rep. | Airbus S.A.S. | Czech Airlines Airbus Aircraft £4,809,503
El Salvador | Airbus S.A.S. | Taca International Airbus Aircraft £13,373,155
Airlines
Israel Rolls-Royce El Al Israel Airlines Engine £10,024,182
Limited
Kenya Rolls-Royce | Kenya Airways Engines £9,352,076
Korea, Rep. | Airbus S.A.S. | Asiana Airlines Airbus Aircraft £36,152,861
Malaysia Airbus S.A.S. | Air Asia Airbus Aircraft £23,503,264
Morocco Airbus S.A.S. | Royal Air Maroc Airbus Aircraft £5,573,011
Netherlands | Airbus S.A.S. | KLM Airbus Aircraft £35,513,458
Netherlands | Airbus S.A.S. | Aercap Aviation Airbus Aircraft £58,436,380
Solutions Bv
New Rolls Royce | Air New Zealand Engines £23,400,930
Zealand
Philippines Airbus S.A.S. | Cebu Pacific Air Airbus Aircraft £13,791,796
Qatar Airbus S.A.S. | State of Qatar Airways | Airbus Aircraft £54,731,461
Taiwan Airbus S.A.S. | China Airlines Airbus Aircraft £41,958,197
Taiwan Airbus S.A.S. | Eva Airways Airbus Aircraft £29,105,538
Thailand Airbus S.A.S. | Thai Airways Airbus Aircraft £178,354,787
International Public
Company
Turkey Airbus S.A.S. | Turkish Airlines Airbus Aircraft £27,298,948
United Airbus S.A.S. | Boullioun Aircraft Airbus Aircraft £76,010,111
States Holding Company Inc.
United Airbus S.A.S. | International Lease Airbus Aircraft £251,264,611
States Finance Corporation

Aviation accounts for 23 of 48 guarantees given by ECGD in 2005/06.
Financially, 71 per cent of ECGDs new liability through guarantees issued in
2005/06 was to the aviation industry. This support is to the exports of two
companies: Airbus and Rolls Royce. Airbus alone accounts for 68 per cent of
ECGD liability in guarantees publicly listed in 2005/06.
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Appendix 3. Calculations for hypothetical examples®

Richard

CO; emissions from Richard’s flying:
Alps: 0.4 tonnes

Barcelona: 0.4 tonnes

Florence: 0.4 tonnes

Prague: 0.4 tonnes

Mauritius: 2.5 tonnes

= 4.1 tonnes of CO,

CO,eq emissions from Richard’s flying:
Alps: 0.8-1.6 tonnes

Barcelona: 0.8-1.6 tonnes

Florence: 0.8-1.6 tonnes

Prague: 0.8-1.6 tonnes

Mauritius: 5-10 tonnes

= 8.2 to 16.4 tonnes of CO,eq

Effective subsidy for Richard:
Alps: £87

Barcelona: £97

Florence: £99

Prague: £79

Mauritius: £552

=£910

- £80 (Air Passenger Duty of £10 for each European flight and £40 for the Mauritius flight).

= £830 effective subsidy

Jane

CO; emissions from Jane’s flying:
New York: 1.5 tonnes

Slovenia: 0.5 tonnes

Paris: 0.3 tonnes

= 2.3 tonnes of CO,

CO,eq emissions from Jane’s flying:
New York: 3 — 6 tonnes

Slovenia: 1 — 2 tonnes

Paris: 0.6 — 1.2 tonnes

= 4.6 — 9.2 tonnes of CO,eq

Effective subsidy for Jane:

New York: £312

Slovenia: £106

Paris: £62

= £480

- £60 (Air Passenger Duty of £10 for each European flight and £40 for the New York flight).

= £420 effective subsidy

20



Dying on a jet plane
The UK government, aviation and climate injustice

References

' Brown, G. (2006). Speech at a Parliamentary Reception for Tom Clarke’s Private Members Bill on
International Aid. 19/01/06.

% Navarro, R. (2007). Speaking at WDM Climate Change meeting. House of Commons. London.
01/03/07.

® Defra. (2007). Estimated emissions of carbon dioxide by IPCC source category, type of fuel and end
user: 1970 — 2005. Defra, London. February 2007.

* Evidence to Environmental Audit Select Committee. 24 February 2004. [whose evidence??]

® DfT. (2003). Aviation White Paper: The future of air transport. Department for Transport. London.
December 2003.

® DfT. (2006). Air Transport White Paper Progress Report 2006. Department for Transport. London.
December 2006.

"HMm Treasury. (2006). 2006 Pre-Budget Report: Investing in Britain’s potential — Building our long term
future. HM Treasury. London. 06/12/06.

8 Bows, A. (2006). Produced in Cairns, S. and Newson, C. (2006). Predict and decide: Aviation, climate
change and UK policy. Environmental Change Institute. University of Oxford.

® Blair, T. (2006). Comments at launch of Stern Review. 30/10/06.

' Brown, G. (2005). Speech at the Energy and Environment Ministerial Roundtable. London. 15/03/05.
"' HM Government. (2006). Climate change: The UK programme 2006. March 2006.

"2 Brown, G. (2005). Speech at the Energy and Environment Ministerial Roundtable. London. 15/03/05.
'3 Stern Review. (2006). The economics of climate change: Executive summary. HM Treasury. London.
October 2006.

' Cairns, S. and Newson, C. (2006). Predict and decide: Aviation, climate change and UK policy.
Environmental Change Institute. University of Oxford.

"> Brown, G. (2006). We will always strive to be on your side. Speech at the Labour Party Conference.
Manchester. 25/09/06.

'® DfT. (2003). Aviation White Paper: The future of air transport. Department for Transport. London.
December 2003.

"7 Sewill, B. (2005). Fly now, grieve later: How to reduce the impact of air travel on climate change.
Aviation Environment Federation. London. June 2005.

' ECGD. (2006). 2005-2006 Annual Report: List of Guarantees Issued. ECGD. London.

' Ellis, H., Stoczkiewicz, M. et al. (2003). Flying with big business: The European Investment Bank and
the aviation industry. FOE International and CEE Bankwatch. November 2003.

0 Best, A et al. (2005). The use of subsidies, taxes and charges in the EU transport sectors. Ecologic
and TU Dresden. November 2005.

! Lufthansa. (2006). Policy brief: Servcie for decision makers in politics, media and business.
Lufthansa. February 2006.

2 Brown, G. (2006). We will always strive to be on your side. Speech at the Labour Party Conference.
Manchester. 25/09/06.

%% \fidal, J. (2006). Plane speaking. The Guardian. London. 01/11/06.

% Murage, M. (2007). In conversation with WDM at the World Social Forum. 23/01/07.

5 RCEP. (2002). The environmental effects of civil aircraft in flight. Royal Commission on Environmental
Pollution.

%6 Calculated by WDM from ONS. (2008). Individual incomes in the UK. Office of National Statistics,
Newport. And CAA. (2006). 2005 Air Passenger Survey. Civil Aviation Authority.

" CAA. (2008). Air Passenger Survey 2005. Civil Aviation Authority.
http://www.caa.co.uk/application.aspx?categoryid=14&pagetype=65&applicationid=7 &newstype=n&mod
e=detail&nid=1362

*% Calculated by WDM from ONS. (2008). Individual incomes in the UK. Office of National Statistics,
Newport. And CAA. (2006). 2005 Air Passenger Survey. Civil Aviation Authority.

9 CAA. (2008). Air Passenger Survey 2006. Civil Aviation Authority.
http://www.caa.co.uk/application.aspx?categoryid=14&pagetype=65&applicationid=7 &newstype=n&mod
e=detail&nid=1362

%% Calculated by WDM from Air Transport Action Group. (2005). The economic and social benefits of air
transport. Air Transport Action Group, Geneva. September 2005.

¥ UNDP. (2006). Human Development Report 2006. United Nations Development Programme, New
York.

%2 |PCC. (2007). Climate Change 2007: The Physical Science Basis. Summary for Policymakers.
Contribution of Working Group | to the Fourth Assessment Report of the Intergovernmental Panel on
Climate Change. 02/02/07.

% Stern Review. (2006). Part II: Impacts of climate change on growth and development. The Stern
Review. HM Treasury. London. October 2006. And Burke, E.J., Brown, S.J. and Christidis, N. (2006).

21


http://www.caa.co.uk/application.aspx?categoryid=14&pagetype=65&applicationid=7&newstype=n&mode=detail&nid=1362
http://www.caa.co.uk/application.aspx?categoryid=14&pagetype=65&applicationid=7&newstype=n&mode=detail&nid=1362

Dying on a jet plane
The UK government, aviation and climate injustice

Modelling the recent evolution of global drought and projections for the twenty-first century with the
Hadley Centre climate model. Journal of Hydrometerology, 7. p.113 — 1125.
% Stern Review. (2006). Part II: Impacts of climate change on growth and development. The Stern
Review. HM Treasury. London. October 2006. And Burke, E.J., Brown, S.J. and Christidis, N. (2006).
Modelling the recent evolution of global drought and projections for the twenty-first century with the
Hadley Centre climate model. Journal of Hydrometerology, 7. p.113 — 1125.
% US Energy Information Agency.
% Calculated by WDM from Defra. (2007). 2005 UK climate change sustainable development indicator
and greenhouse gas emissions final figures. Defra. London. 31/01/07.
% Stern Review. (2006). The economics of climate change: Executive summary. HM Treasury. London.
October 2006.
% BBC. (2008). Price rises drive up fuel poverty. BBC News On-Line. London. 02/06/06.
http://news.bbc.co.uk/1/hi/business/5041628.stm
%9 Calculated from http:/www.est.org.uk/myhome/assumptions/ Downloaded on 28/02/07.
“9 Lord MacKenzie. (2005). Parliamentary answer to Lord Whitty. Hansard Column WA13. 10/1/0/05.
“I Elliot, L., Macalister, T. and Hencke, D. (2007). Green energy industry attacks government rationing of
9rants. The Guardian. London. 02/03/07.
% World Resources Institute. (2007). CAIT database. Accessed on 02/03/07.
3 Doig, A. and Horsman, P. (Undated). Sustainable energy for poverty reduction: An action plan.
Greenpeace and ITDG.
** Doig, A. and Horsman, P. (Undated). Sustainable energy for poverty reduction: An action plan.
Greenpeace and ITDG.
> Thomas, G. (2006). Parliamentary answer in response to question from Mr Sheerman. Hansard
Column 710W. 01/03/06.
6 WSP Africa. (2005). Financing the Millennium Development Goals for Water and Sanitation: What will
it take?” Sector Finance Working Paper 10. Nairobi.
47 Atkins. (2005). Financial support to the water sector 2002-04. Department for International
Development. London.
“8 Calculated from DfID. (2006). Provisional UK ODA/GNI ratio 2005. DfID. London. 31/03/06.
9 Miliband, D. (2006). Interview on the Today programme. 27/09/06.
% EAC. (2007). The EU Emissions Trading Scheme: Lessons for the future. Environmental Audit
Committee. London. 01/03/07.
*1 EC. (2006). Climate change: Commission proposes bringing air transport into EU Emissions Trading
Scheme. European Commission. 20/12/06.
%2 | ucas, C. (2006). Letter to the Editor. Independent. London. 20/11/06.
%% IPPR. (2006). Trading up: Reforming the European Union’s Emissions Trading Scheme. IPPR.
London. December 2006.
* WWF. (2006). Including aviation in the EU Emissions Trading Scheme: An estimate of the potential
windfall profit. WWF. Godalming. December 2006.
% HM Treasury. (2006). 2006 Pre-Budget Report: Investing in Britain’s potential — Building our long term
future. HM Treasury. London. 06/12/06.
%6 Bows, A. (2006). Produced in Cairns, S. and Newson, C. (2006). Predict and decide: Aviation, climate
change and UK policy. Environmental Change Institute. University of Oxford.
" HM Treasury. (2006). 2006 Pre-Budget Report: Investing in Britain’s potential — Building our long term
future. HM Treasury. London. 06/12/06.
% HM Customs and Revenue. (2007). Response to WDM Freedom of Information Request 1046/07. HM
Customs and Revenue. London. 15/02/07.
% Hansard. (2002). Parliamentary question. 21/10/02.
% CAA. (2003). Summary of activity at UK airports 2002. Civil Aviation Authority.
T CAA. (2006). Summary of activity at UK airports 2005. Civil Aviation Authority.
62 http://www.ecqd.gov.uk/index/aboutecgd/ecgdmissionandobjectives.htm Downloaded on 30/01/07.
63 ECGD. (2006). 2005-2006 Annual Report: List of Guarantees Issued. ECGD. London.

Figures generated from http://www.chooseclimate.org/flying/mapcalc.html

22


http://news.bbc.co.uk/1/hi/business/5041628.stm
http://www.est.org.uk/myhome/assumptions/
http://www.ecgd.gov.uk/index/aboutecgd/ecgdmissionandobjectives.htm
http://www.chooseclimate.org/flying/mapcalc.html

