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Introduction

The Gatwick Area Conservation Campaign, established in 1968, is the main environmental body concerned with Gatwick Airport.  In addition to individuals, GACC has around 100 Borough, District and Parish Councils as members, and has strong support from all the local Members of Parliament.

Per-plane tax

We were disappointed that the proposal for a per-plane tax has been dropped but welcome the statement that the Government ‘will continue working with our international partners to build

understanding and support for this approach in the future.’

We hope that alternative methods of imposing tax on air freight, and on transfer passengers, can be explored.

APD should be increased

The main thing wrong with APD is that it is too low.   

As is well known, air travel pays much less tax than car travel.  

· Airlines pay no tax on aircraft fuel.   Motorists pay 59 p a litre duty on petrol and diesel.  The price including fuel duty is subject to VAT at 20%.  Thus the tax on petrol is at a rate of approx 160%.  Tax on aviation fuel is 0%.

· Airlines pay no VAT.    There is no VAT on airline tickets.    There is no VAT on the purchase of aircraft.   Motorists pay VAT at 20% on the purchase of cars.  There is no VAT on the servicing of aircraft.  Motorists pay VAT at 20% on the servicing of their cars.

· The total revenue from air passenger duty in 2011-12 is forecast at £2.5 billion.  The loss of revenue as a result of no fuel tax and no VAT on airlines is over £11 billion a year.    To achieve fair tax with motorists, air passenger duty would need to be more than quadrupled !

· Compared to car travel, air travel benefits from an annual ‘tax subsidy’ of around £9 billion.   The 50% of the population who don’t fly (mostly the poor) are paying a subsidy of around £600 per head to those who do fly (mostly the better off).  

Adverse impact

The low rate of tax on aviation distorts demand and thus diminishes public welfare.  
It leads to an artificial increase in air travel creating serious environmental damage – more noise, more pollution and making the Government’s climate change targets harder to achieve.
Because demand is distorted, every other section of the economy has to pay for this tax subsidy with, probably, greater impact on employment.
Comparison with other countries

In the past year, the aviation industry has been making much of the fact that air passenger duty in the UK is higher than similar taxes in other countries.  The answer to this is not to reduce APD but to encourage other countries to impose, or raise, similar taxes.
We suggest that all UK embassies abroad should be issued with instructions to emphasise the positive aspects of APD:
· simple to administer

· raises useful revenue but is also environmentally beneficial

· reduces an economic distortion

· progressive – the better-off fly more frequently than the less well-off.
A revenue tax
We welcome the statement in the consultation document that :  ‘In considering possible reform of aviation taxation, the Government is keen to stress its requirement for revenue, within a tax regime that is fair to everyone.’

When Chancellor Kenneth Clarke introduced APD in his 1993 Budget he stated that the purpose of APD was to raise revenue from an industry which benefited from paying no fuel tax and no VAT.  In our view fiscal equity remains the primary purpose of APD.  
The Emissions Cost Assessment published on the DfT website in July 2008 was fundamentally flawed in that it assumed that APD could all be allocated as covering the cost of aviation’s climate change damage, and by being based on an unrealistically low cost of carbon.  Road users pay tax roughly equal to twelve times their climate change damage.

Fewer bands ?

With bands of APD based on distance from the UK, wherever the bands are fixed there will be anomalies at the borderlines.  The more bands there are, however, the smaller in scale will be the anomalies.
The more bands there are, the closer the tax will be related to the environmental damage caused.
Since in general the further the distance flown, the higher the air fare, the more the number of bands the nearer the APD will approximate to the non-existent VAT.

The greater the distance, the higher the air fare, and the more likely it is that such flights will be purchased by the better-off.  The more bands, therefore, the more progressive the tax.
Misleading statements

The first 15 pages of the consultation document contain a number of tendentious or misleading statements, and read as if written by an aviation industry lobbyist.  Examples include:
· In 2009 aviation contributed around £18 billion to UK output.  The size of an industry is irrelevant to its tax status – other than to imply that if VAT were to be imposed at 20% the extra revenue would be £3.6 billion.
· The sector employs over 250,000 workers directly and supports an estimated 200,000 additional jobs throughout the supply chain.    This is irrelevant and misleading.  The more detailed figures in the consultation document reveal that air transport directly employs a mere 0.36% of the UK workforce.  Every industry – not only aviation - supports a large number of workers through its supply chain.
· Around 1.5 million jobs in the UK (5 per cent of employment) are directly dependent on tourism.  This ignores the ‘tourist deficit’.  Aviation permits and encourages far more Brits to fly abroad than foreigners to come here.  For every job created in Britain, four are created abroad.
· Many developing countries have in turn built-up substantial local economies based on international tourism.  This ignores the fact that many of these countries are also those likely to be worst affected by climate change:  indeed at Cancun it was the small developing nations that pressed for a tax on aviation.
· The Government recognises the importance of visits abroad to see friends or relatives; these journeys are often a necessity, not a holiday or a luxury.  Visits by car to see friends and relative are also often a necessity but that is not held to justify a low rate of tax.
· The jet aircraft of today are much more fuel efficient than those of forty years ago.  Again irrelevant to the issue of the proper level of taxation.
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