Further Fallible Forecasts
1. In January 2009 the Department for Transport (DfT) published UK Air Passenger and CO2 Forecasts, an update of a document with a similar title published in November 2007.  Being published on the same day as the announcement about Heathrow, it received little attention.   The detailed CO2 forecasts for each airport are reproduced at the end of this note.
2. The November 2007 forecasts were unreliable in many respects, as was demonstrated in Fallible Forecasts.
  Since the new forecasts are mainly based on the same statistical methods and the same dubious assumptions, all the criticisms in Fallible Forecasts remain valid, except those relating to the cost of oil (see below).  
3. Unconstrained demand for air travel is now forecast to reach 465 million passengers per annum (mppa) by 2030, a significant reduction compared to the 500 mppa on which the Air Transport White Paper was based.
4. Constrained demand (ie no more runways than predicated in the White Paper) is forecast to rise to 455 mppa by 2030.  This sum was, however, worked out before the Pre-Budget Report in November 2008, in which higher rates of air passenger duty on long distance flights were announced.  Taking them into account, constrained demand is forecast to rise to 450 mppa.
5. The 2009 forecasts were also worked out before the recession became serious.  If the GDP is reduced as predicted in the Pre-Budget Report, constrained demand is forecast to rise to 435 mppa.  Curiously the forecasts also do not include the possibility that aviation enters the EU emissions trading scheme.  If this is taken into account, again demand is reduced from 455 to 435 mppa.

6. All these things are due to happen, not as single events but together, and therefore their impacts need to be aggregated.  Minus 5 for APD, minus 20 for the recession, minus 20 for the ETS.  So the actual forecast for 2030 is likely to be around 410 mppa.[to be checked by means of a PQ].  This is significantly lower than the figure of 470 mppa (constrained demand) on which the White Paper was based.   Indeed maximum use of existing airports (although that would not be welcome) would provide capacity for 405 mppa.
The cost of oil

7. The fall in the cost of oil has been as dramatic as its rise.  In Fallible Forecasts it was suggested that it was unrealistic to base future plans on an assumption that the price would remain at around $53 per barrel until 2030.  The new forecasts are based on the price of oil in 2007 at $73 per barrel, falling to $68 per barrel in 2015, before rising back to $75 per barrel in 2030.  


8. There are many who would say that this is unrealistic, and that when the recession is over the cost of oil will go through the roof again.  That possibility is explored in a sensitivity test.  If the cost of oil is assumed to rise to $150 by 2030 (2004 price base) then demand is forecast to fall by 45 mppa. Taken together with the forecast (revised as above) of around 410 mppa, that would make the level of demand in 2030 no higher than 365 mppa. [to be checked by means of a PQ].

9. The cost of oil, and also the cost of foreign holidays, depends on exchange rates.  The forecasts are based on an assumption that they remain unchanged.  This obviously introduces a further fallibility. 
Paying the cost of environmental damage
10. The forecasts are based on an assumption that aviation will be required to pay its environmental costs.  It is stated that: “In line with the Aviation Emissions Cost Assessment methodology, we count revenues from Air Passenger Duty (APD) as part of the aviation industry’s contribution to meeting its climate change costs.”  That is in clear contradiction to the view of the Treasury which maintains that part of APD should go towards general revenue.

11. Moreover a ridiculously low price of carbon is again assumed, rising from £19/tCO2 in 2000 (2000 prices) by 2% per annum in real terms.  The nonsense of this figure was exposed in Fallible Forecasts.  It should be noted that DECC (Ed Miliband) has announced that they intended to review their guidance on the shadow price of carbon dioxide, and to report in March 2009.

12. The forecasts still take no account of the fact that aviation pays no fuel tax and no VAT.
Net economic benefit
13. It is calculated that: “ The development of a second runway and associated terminal infrastructure at Stansted would deliver a net benefit of £10.0bn.   A third runway and sixth terminal at Heathrow would deliver a net benefit of £5.5bn.  Together, they would deliver a net benefit of £15.5bn.”  This is a significant reduction from the figure in the November 2007 calculation that Stansted would provide a benefit of £14 bn and Heathrow £8bn. 


14. A 30% fall in the benefit in just over one year does not provide much confidence.   In Fallible Forecasts it was pointed out that since the economic benefit is cumulative over the years to 2080, it represented less than the price of a cup of coffee per passenger.  Now two passengers would need to share one cup !
The CO2 con trick
15. UK aviation’s CO2 emissions were 37.9 million tonnes in 2006. The new forecasts predict that, even assuming a steady improvement in aircraft fuel efficiency, CO2 emissions will rise to 59.9 million tonnes in 2050.     This would be an increase of nearly 60% at a time when all other industries are being required to reduce that emissions by 80%.

16. This forecast is based on the assumption that:  “We assume that industry will make technological gains consistent with the manufacturers’ ACARE target for fuel efficiency such that a proportion of aircraft coming into service in 2020 are 40% more fuel efficient than those in service in 20007. This is challenging, but the industry is on track to deliver it. However, beyond the continued deployment over time of such aircraft in the fleet which raises the average efficiency of the fleet, due to the uncertainty around future developments, we do not assume any further major technological advances, nor do we assume the use of low-carbon fuels, although we know that test trials with bio-fuels are already being carried out.”
17. It is difficult to reconcile the official forecast increase to 59.9 million tonnes with the statement by Geoffrey Hoon in the Heathrow debate on 28 January:  “There will be a new target to reduce carbon dioxide emissions from UK aviation in 2050 to below 2005 levels. That provides clear assurance that our strategy for aviation is consistent with our wider climate change goals.”

18. The motion passed by the House of Commons:  “  …. welcomes the Government’s new enforceable target to reduce UK aviation carbon dioxide emissions below 2005 levels by 2050....”.  Indeed Edward Miliband, winding up the debate, stated:  “We are the only party in the House that has a clear position—an internationally leading position on aviation emissions. We say that by 2050, aviation emissions must be back to current levels. That is a target consistent with the 80 per cent. target.  Why is that significant?  Because for the first time we are saying that aviation expansion is conditional on improvements and reductions in carbon emissions.”

19. DfT have confirmed that the target will be met by actual cuts in emissions, not by emissions trading.
20. This pledge appears to be based on a new target announced by the aviation industry on 11 December 2008 in Sustainable Aviation (SA).
    That target is largely dependent on the introduction of radical new types of aircraft after 2020.   Thus to justify the Heathrow decision, the Government have discarded the forecast made by their own statisticians in favour of an optimistic target set by the aviation industry.  Yet another example of the unhealthy close relationship between the DfT and the aviation industry.

21. If most of the optimistic improvement is due to take place after 2020, it is difficult to see how the target can be enforced, and how plans for airport expansion can be made conditional on its achievement.  Nevertheless the Climate Change Committee is being asked how to implement it.
22. The Campaign for Better Transport (CBT) has concluded that, if the target is enforced and if the expansion of Heathrow goes ahead,  Heathrow with three runways would use two thirds of British aviation’s carbon ration by 2050 (on the basis of the official DfT forecasts, see table below).   Therefore new runways and expansion plans at other airports would need to be abandoned. 
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