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1. My qualifications for making a personal response are that I am a member of the Quality of Life aviation sub-group;  I was a member of the Conservative Research Department 1952-70 (director 1965-70); special assistant to the Chancellor 1970-74; and an adviser on taxation to Geoffrey Howe 1975-79.  I am currently chairman of the ‘aviation economics group’ (an informal group comprised of members from various national environmental organisations); and chairman of the Gatwick Area Conservation Campaign.
General

2. I welcome, and (apart from one point) agree with, the analysis in Greener Skies.  Climate change is the greatest challenge we face.  It is a moral issue.  Aviation because of its rapid growth, its magnified damage to the atmosphere, its almost tax-free situation, and its mainly unessential nature, is a key issue.   Britain, because we have more flights per head than almost any other nation, needs to set an example to the world.

3. At the next election a key test of the Conservative Party is likely to be their courage in being prepared to put forward strong proposals to slow the growth in air travel.
4. I agree with all the five principles set out in Greener Skies.  They could be summed up by saying that no reform of aviation taxation will succeed unless the public can see that it is directly linked to climate change and has no other purpose.


5. The specific proposals do not, in my view, measure up to the seriousness of the problem.  They have, however, served to signal an intent to tackle this issue, and to allow time for more detailed policies to be developed.


6. In my experience there is considerable political advantage in a new Government announcing substantial changes in its first Budget.  It signals a change of direction; some blame may be attached to the previous Administration;  any unpopularity has faded by the subsequent election;  and the extra revenue provides room for manoeuvre for the Chancellor. 
Fuel tax

7. As Greener Skies states, duty on aviation fuel would have the key advantage that it would relate directly to emissions.  The lack of tax on aviation fuel represents a substantial subsidy to the aviation industry, but any change is ruled out by bilateral treaties.  I would hope that a new Conservative Prime Minister would be able to reach an early accord with the new US President to seek international agreement to tax aviation fuel.  Revising the treaties would then cease to present an obstacle.
8. Imposing fuel tax only on domestic flights would not, I believe, be practical.  Many airlines use the same aircraft on a daily schedule which includes both a flight to Europe and a domestic flight..  They would obviously fill up with fuel abroad, and this practice would bring the tax into ridicule.
An emissions charge?
9. Obviously there is a theoretical case for replacing APD with a per-flight tax based on carbon emissions.  Yet APD is administratively simple to collect.  Trying to calculate the actual emissions caused by each flight would be an administrative nightmare.  The only way it could be done is to base the tax on the fuel used on each flight.  It then becomes a tax on aviation fuel with a different name.  It would almost certainly be subject to a legal challenge by US airlines and perhaps the US government.  


10. So we come back to the need for the Conservative Prime Minister to reach agreement with the US President.

Value Added Tax
11. The proposal to impose VAT on domestic flights is sensible and feasible but would be a comparatively small change. It would be more important to seek EU agreement to impose VAT on all intra European flights.  The Quality of Life aviation group could usefully discuss whether this could be supplemented by a sales tax on all other flights departing from the UK (or from Europe).
Air Passenger Duty

12. Where I disagree with Greener Skies is the statement that:  ‘The current system of aviation taxation in the UK is fundamentally flawed.  In particular, Air Passenger Duty is not directly linked to carbon emissions and provides no incentives for airlines to use more fuel-efficient aircraft.’  APD may not be perfect but it is the only tax on aviation which is under the sole control of the UK government.  It would be foolish to discard the only available weapon.   APD acts directly on demand.  It is soaring demand, based on tax-free air fares, which is the main cause of aviation’s growing contribution to climate change.
13. APD should, in my view, be substantially increased but with a pledge that it would be reduced or abolished when it became possible to impose tax on aviation fuel.  
14. The Conservative Party might consider making a commitment to introduce an escalator for APD.  The escalator principle is an excellent one.  It enables the industry to plan ahead;  it has the political advantage that the initial increase is comparatively small but that subsequent increases are discounted by the press and public – the element of ‘shock horror’ is removed.

15. APD would need to be increased nearly five fold to compensate for the lack of fuel tax and VAT, so that the tax on standard class flights to Europe rose from £10 to £50, and on long-haul flights from £40 to £200.  This could be achieved on the escalator principle in eight years with annual increases of £5 short-haul and £20 long-haul. 

16. £50 tax on a return flight to Europe would not be excessive. It is no more than a motorist would pay in tax on two or three visits to the petrol pumps.
17. A practical problem would arise if APD on long haul flights reached a level which gave an incentive for passengers to change planes at a European airport.  This problem would disappear if other countries imposed a similar tax, but until then would probably have to be recognised and accepted:  it will not be possible to take a strong moral stand on climate change without some disadvantages.  No doubt when Britain took a lead in abolishing the slave trade other nations took on the business to our economic disadvantage.

18. The Quality of Life aviation group could usefully spend some more time studying how the air passenger duty could be extended to cover transfer passengers and freight.  


19. A novel idea I would like to suggest is that APD should be halved but should also be charged on all arriving passengers (ie to raise the same revenue).  This would be administratively simple.  An offer could be made to cancel the tax on incoming flights from countries which had a similar rate of aviation taxation – thus giving a substantial incentive to other countries to follow suit.
Green air miles
20. The proposal for an annual ‘Green Air Miles Allowance’ so that people who fly more frequently pay at a higher rate is ingenious.  It is clearly designed to counter airline publicity about denying poor people their holidays in the sun.
21. Yet this airline publicity is suspect.  Poor people are more likely to drive a car than to travel by air, but there has never been any suggestion that they should be given a ‘green road miles allowance’ to offset their petrol tax.   Similarly poor people drink beer which is highly taxed, but don’t receive a ‘One Pint a Week’ coupon.   Poor people tend to take their holidays at caravan sites in the UK but there has never been any suggestion that they should get one holiday a year free from VAT.

22. Green air miles would  be complicated to administer, with scope for errors and fraud which would tend to bring the system into disrepute. They would also seem unfair to the 50% of the population who in any one year do not fly.
23. It is, however, true that any attempt to raise taxes on air travel will face a massive airline propaganda campaign.  The Conservative Party will need a carefully devised strategy for resisting such a campaign and perhaps even turning it to advantage. Conciliation may not be the best tactic: to  promise green air miles is to accept the airlines’ case.  Instead political support might be gained by taking a principled stand on the climate change issue, and by being seen to resist pressure from big business (just as Tony Blair gained support for standing up to the unions).
Other measures
24. The demand for air travel is increased by the fact that landing charges at the main airports are well below market levels.  EU permission should be sought for the government to auction slots at congested airports, in particular Heathrow and Gatwick.  This would bring in something of the order of £10 billion a year, with much less political impact than tax increases.


25. Alternatively the CAA price caps on airport charges at London airports could be replaced by a system which allowed charges to rise to market levels, with BAA’s additional profits subject to a levy.  This is the system which applies to the profits from ITV advertising revenue.  It would bring in a similar amount of revenue.


26. Both higher airport charges and slot auctioning might, however, run foul of the Chicago Convention which states that airport charges must not exceed the costs of operation.   Douglas Alexander has indicated that the Chicago Convention needs revision.  The Conservative Party might go further and threaten to revoke it unless it is revised to permit fuel tax and market level airport charges..
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