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Foreword

By the Deputy Prime Minister and Secretary of State for the Environment, Transport and the Regions
- The Rt Hon John Prescott MP

Over the last 50 years we have seen a dramatic increasein the amount of air travel across the world.
In the UKmany more people now fly to holiday destinations or tovisit friends and family. Good air
links are extremelyimportant to UK businesses, providing access to newmarkets, as well as
bringing investment to the UK. Airtransport links are therefore essential to our overalltransport
network.

We are entering a crucial period for the future of airtransport. Demand for air travel is continuing to
grow.At the same time, the UKs major airports are reachingtheir capacity limits. We therefore face
many difficultissues associated with the growth of aviation.

We need to ensure that, as a country, and as individual consumers, we are getting the mostfrom our
aviation services and that the future of the aviation industry is a sustainable one.Aviation has great

economic, social and environmental relevance in the UK. We need along term framework that will

maximise the beneficial aspects of aviation and minimisethe negative effects.

We intend to set this out in a new White Paper on air transport, which will fulfill ourcommitment to
prepare a new UK airports policy and to bring forward new policies on civilaviation. This
consultation document is the first major step towards the new White Paper.We have invited ideas
and views on a wide range of aviation and airports issues thatunderpin our air transport policy. We
have examined consumer issues; environmentalquestions; integration with surface transport
systems; the best use of airspace and airportcapacity; and planning for airport development.

This is an important step in the development of our future air transport policy. I hope thatyou will
take this opportunity to examine the issues facing the future development of theindustry and give
your views on a new policy framework for UK aviation. Your responsecan help shape the new
White Paper on air transport.

John Prescott



Chapter One: Introduction and purpose

1. In the integrated transport white paper A New Deal for Transport: Better for Everyone' the
Government announced that we would prepare a UK airports policy looking 30 yearsahead and
would bring forward new policies on civil aviation. We will bring these togetherin an air transport
white paper that will provide a policy framework for the future ofaviation and airports in the UK.
By looking so far ahead, the white paper will provide astructure for the long-term development of
the UK civil aviation industry.

2. This is an opportunity to develop a fully integrated approach to air transport policy. The white
paper will need to consider aviations effect on:

¢ consumers;

e the economy;

« the environment;

e regional development;

e urban regeneration;

e policies on integrated transport; and

» policies of local authorities and Regional Development Agencies.

3. The Government wants to consult widely in producing the white paper. We recognise
theimportance of taking into account the views of all interested parties. There will thereforebe
several steps leading to the production of the white paper.

4. This consultation document examines the issues underpinning air transport policy. Itinvites your
ideas and views on a wide range of aviation and airport issues, but it does notaim to be exhaustive.
It focuses on the main issues on which the Government will need totake decisions in drawing up
the white paper. We would, however, welcome yourcomments on any aspect of aviation which you
consider material to future policy.

5. This document will be followed next year by a set of six regional consultation documents.These
will cover the north of England, the south west of England, the midlands, Wales,Scotland and
Northern Ireland. They will be based upon a series of regional studies of airtransport services
across the UK, which have examined the economic, social andenvironmental impacts of a range of
air service and capacity options in each region.

6. We are also studying issues in the south east and east of England. The South East and Eastof
England Regional Air Service Study (SERAS) will look at all options for futuredevelopment in the
region, ranging from the impact of no additional capacity provisionother than that already in the
planning system, to various options for additional capacitywithin the region. This study will also be
followed by public consultation. We will notissue this until a decision has been taken on the fifth
terminal at Heathrow.

7. The white paper will be the culmination of this process. Responses to this consultationpaper, and
the regional consultation papers will be a significant input to the white paper.The white paper will
also take account of the Governments decision on a fifth terminalat Heathrow.



8. While the Government is preparing the white paper, certain infrastructure developmentsmay be
proposed at UK airports. Decisions taken during this period will be based uponexisting planning
and airports policy, set out mainly in:

» planning policy guidance notes;
« the 1984 airline competition policy white paper’;
« the 1985 airports white paper’; and

«  the 1998 integrated transport white paper”.

9. The closing date for responses to this consultation document is Thursday 12 April
2001.You can find out more about the consultation process, including where to send
responsesand where to obtain further copies of this document, in annex C.

Sustainable aviation

10. The civil aviation industry has reached an important stage in its development, bothglobally and
in the UK. Demand for air travel has been growing rapidly and the industry isnow facing capacity
and environmental constraints. This is particularly true at some of themajor UK airports. It is also
true in other European countries where current capacity isstarting to reach its limits and the
environmental effects of further development areassuming more importance.

11. The Government believes that civil aviations central challenge is to deliver economic,social and
environmental goals while ensuring that the industry continues to operateefficiently and effectively.

12. The new air transport white paper should establish a framework which will ensure that thelong
term development of aviation in the UK is sustainable.

13. Aviation has implications at global, national, regional and local level for all four aspects
ofsustainable development, as defined by the Governments sustainable developmentstrategy” :

e Maintenance of high and stable levels of economic growth and employment: the UKhas a strong
aviation industry, including airlines, airports, acrospace manufacturers andsupporting industries.
They make a significant contribution to national gross domesticproduct (GDP), as well as
facilitating growth in other industries. The aviationindustry also provides many jobs, both directly
and indirectly.

»  Social progress which recognises the needs of everyone: aviation brings benefitsthrough
employment, cultural exchange and opportunities for travel. Foreign traveland holidays are now
within reach of a broad cross-section of the population foreducation, leisure, and visiting friends and
families.

e Effective protection of the environment: aviation affects climate change, local airquality, noise
levels, biodiversity, energy use, waste and water. There are alsoenvironmental effects associated
with travel to airports. Any associated health effectsalso need to be considered.

*  Prudent use of natural resources: aviation consumes many natural resources inparticular, fossil
fuels and the raw materials necessary for producing aircraft. Airportdevelopment can also involve
significant land use and urbanisation of the surroundingarea.

14. The new white paper will need to identify the main principles which should underliefuture
development. Defining a framework that will maximise the beneficial effects ofaviation and
minimise the negative effects will not be easy. Should we choose policies thatrespond to the
demands of consumers and allow current growth patterns to continue,whilst mitigating the negative
effects as far as possible? Or are the costs of this approachtoo high and should we therefore choose



policies to limit environmental impacts andration a limited supply by pricing or otherwise? Or can
a balance be found between theseapproaches? In each case there are likely to be long term costs
and benefits.

15. The main issues which we will need to address include:
» protecting the interests of air travellers as consumers;
» limiting negative environmental and social effects;
» the best use of airport and airspace capacity;
» integrating airports into the transport network;
» therole of UK airlines; and

» the role of regulation and competition.

16. This consultation document gives information on all of these subjects. It identifies themain
questions that we will need to answer in a new long-term framework fordevelopment. In many
cases, options in one area will have a direct effect upon those inanother. In formulating responses,
you will need to bear in mind the connections betweendifferent areas.

17. In considering the future of air transport in the UK, we also need to think about if, when,where
and how we may provide new capacity. This document does not specifically addressthese issues.
Options and packages for additional capacity will be the subject of theseparate consultations next
year on individual regions across the UK.

1 A New Deal for Transport: Better for Everyone the Governments White Paper on the Future of Transport
Cm 3950, DETR, July 1998.

2 Airline Competition Policy Cm 9366, October 1984.
3 Airports Policy Cm 9542, June 1985.

4 A New Deal for Transport: Better for Everyone the Governments White paper on the Future ofTransport
Cm 3950, DETR, July 1998.

5 A Better Quality of Life: A Strategy for Sustainable Development in the UK Cm 4345, DETR, May 1999.



Chapter Two: Review of the aviation scene

This chapter provides an overview of aviation issues in the UK. The following chaptersprovide further
information on specific topics.

International framework of the aviation industry

18. Aviation is, by its nature, a global industry. All of the main aviation countries adhere tothe
Chicago Convention of 1944, which established an international framework for thecivil aviation
industry. It recognised national sovereignty over airspace, which led to theorganisation of
international aviation on the basis of bilateral agreements betweensignatory countries.

19. 1t also set up the International Civil Aviation Organisation (ICAO), an inter-
governmentalorganisation established under the auspices of the United Nations. ICAOguides and
regulates international civil aviation. It sets safety, security and environmentalstandards for
international aviation which all signatories are expected to follow.

20. ICAOs role in establishing common operating standards is very important. [CAO cantake
action against contracting states for non-compliance. Therefore, as a signatory of theChicago
Convention, failure to comply with the Convention could result in legal actionagainst the UK. This
means that governments are more constrained and unilateral policychange may be very difficult.
Instead, countries must often work within ICAO towards change.

21. The European Civil Aviation Conference (ECAC) was established in 1955 as a pan-
Europeanforum for civil aviation issues. Its main aim is to harmonise civil aviationpolicies and
practices between members.

Role of the EU

22. Since the mid-1980s the European Union has emerged as the international organisationwith the
most immediate effect on the development of UK aviation policy. In many areas,UK aviation
policy is constrained or affected to a greater or lesser degree by Communitylegislation.

23. The creation of a single aviation market within the European Economic Area (EEA)°culminated
in April 1997 in the liberalisation of cabotage’. This ended the use oftraditional bilateral
negotiations to organise air services inside the EEA. It opened upmarket access within a common
regulatory framework. The EU has gone on to legislate onvarious aspects of aviation that impinge
on the single market. It has become increasinglyinvolved in technical fields such as safety, air
traffic management and the environment.In some cases it has given legislative backing to initiatives
agreed in ICAO or ECAC.

Role of government

24. Many policy and regulatory aspects of the aviation industry are therefore governed by
theoutcome of negotiations between several countries. It is the responsibility of governmentsto
deliver their obligations under these agreements and to work within that framework toachieve their
national goals.

25. It is also the role of the UK Government to establish and ensure implementation of aneffective
UK aviation policy framework. This includes establishing an effective planningsystem, negotiating
bilateral air services agreements outside the EEA, and setting andenforcing security and local
environmental standards. These tasks are carried out by theDepartment of the Environment,



Transport and the Regions (DETR). Other governmentdepartments are also involved in various
aspects of aviation policy, in particular theDepartment of Trade and Industry (DTI) in the areas of
competition policy, consumeraffairs and supporting the export of aerospace equipment and
services.

26. Devolution has brought some changes to the role of the UK Government. Most aviationpolicy
and legislation remain matters for the UK Parliament and Government. Theresponsibilities of the
devolved administrations vary. For Scotland, the safety andregulation of air transport are still for
the UK Government. The Scottish Executive hassome powers relating to airports, including powers
on certain planning and environmentalissues. The National Assembly for Wales now has planning
powers, including those thataffect aerodrome matters. The Northern Ireland Assembly and the
Northern IrelandExecutive have powers relating to acrodrome issues, and, subject to the consent of
theSecretary of State, can legislate on civil aviation matters.

27. The Government has a general presumption in favour of liberalising aviation
services.Increasing free and fair competition between airlines is the most effective way of
securingbenefits for consumers, and promoting economic efficiency and innovation.
Greatercommercialisation, not only of airlines but also airports and air traffic control services,
hasgiven governments less direct control, but a more important role in ensuring faircompetition and
maintaining standards.

28. The main UK regulatory agency is the Civil Aviation Authority (CAA) which
hasresponsibilities for safety regulation, economic regulation and consumer protection. Inaddition,
responsibility for airspace policy, currently shared with the Ministry of Defence,will move wholly
to the CAA once the provisions in the Transport Act 2000 take effect. DETR separately regulates
aviation security. The Office of Fair Trading and DTIimplement the Competition Act for aviation.
The Transport Act also grants the CAAconcurrent powers in respect of competition matters relating
to air traffic services.

Structure of the UK industry

29. The UKs airports are crucial to the aviation industry. The UK has several importantinternational
hub airports. ICAO figures for 1998 show that Heathrow served moreinternational passengers than
any other airport in the world, and Gatwick was sixth in thelist. Heathrow handled over 50 per cent
more international passengers than Paris Charlesde Gaulle airport, Frankfurt airport or Amsterdam
Schiphol airport. The dominance ofHeathrow is mainly due to historical and geographical
advantages in relation to trans-Atlantictraffic. About 40 per cent of EU-North America traffic uses
a UK airport and themajority of that goes through Heathrow.

30. The Government is also keen to encourage the growth of regional airports to meet localdemand,
provided that expansion is consistent with sustainable development principles.Regional airports
mainly offer feeder services to hubs in the UK and continental Europe,and charter services to
holiday destinations. The competition from airports outside the UKfor connecting traffic offers
greater choice to UK regional consumers, but it is likely tohave a negative effect on UK airlines.

31. The larger regional airports, such as Manchester and Birmingham, also provide directservices
on thicker international routes. Taking account of all services, such airports nowserve a large
number of international destinations. In 1999, Heathrow served 172international airports,
Manchester airport served 135 and Birmingham served 75°. Atsome smaller airports, cargo
operations and scheduled services operated by low cost, noftills passenger airlines have grown
particularly rapidly.



32. UK airlines are also a very important sector of the UK aviation industry. There are morethan 40
UK airlines currently operating larger aircraft’. They operate scheduled andcharter passenger and
cargo services. British Airways (BA) is the largest, accounting forabout half the UK airline industry
output. The UKSs policy has been to encouragecompetition between UK airlines with the objective
of fostering a stronger industry,focused on the needs of its customers, and better able to compete
internationally. Unlikeother major European airlines, BA has for many years faced effective
competition fromdomestic rivals, and low cost carriers now compete on domestic and short haul
scheduledroutes for business and leisure travellers. The UK also has a thriving charter industry.

33. The last few years have seen the development of global alliances, through which airlinesaim to
achieve economies of scale and to provide a more extensive range of services anddestinations.
Examples include the oneworld alliance of which BA is a leading member,and the Star alliance
embracing United Airlines, Lufthansa and their partners, includingBritish Midland. We have also
seen airlines effectively merge their operations, subject tothe constraints of international treaties, as
with Swissairs acquisition of a stake in Sabena.

34. Airlines have also sought to extend the service they offer through code-sharing andfranchising,
deepened in some cases by cross-shareholdings. In these, typically a smallerairline operates thinner
(often regional) routes using the brand and marketing services ofa larger airline which would not be
able to operate such routes profitably itself. These sorts ofalliances and franchising agreements may
raise competition and consumer concerns. Theseare referred to in more detail in the chapters on
Airlines and Consumer issues.

35. The other main sectors of the UK aviation industry include air traffic management
andaerospace manufacturers. We look at air traffic management issues in more detail in thechapter
on Airspace. The UK has a very successful aerospace manufacturing industry. TheGovernment
recognises the important contribution that it makes to the UK economy.However this document
does not specifically address issues affecting the aerospace industry.

International context

36. There are several reasons for the leading position of the UK, and the London airports
inparticular, in world aviation. The UK has an open economy and participates heavily
ininternational trade. London is a major world city with a particularly strong position in
theinternational financial sector. In common with other northern European countries, manypeople
in the UK fly to warmer climes for holidays. Language, cultural and businessaffinities have
encouraged particularly large flows of passengers between the UK and NorthAmerica, for both
business and leisure.

37. The UK has also gained an advantage through having a range of competitive and
efficientairlines, in both the scheduled and charter sectors. We have seen much more growth inthe
low-cost airline sector than any other European country to date. The UK has alsobenefited from
having been one of the first countries to introduce a more commercialapproach to airport
management. This has helped to ensure that UK airports meet theneeds of their users while keeping
costs low.

38. The result is that many of the heaviest air passenger flows in Europe are between Londonand
other major European cities. There are many more flights to more cities in NorthAmerica from the
UK than from any other country in Europe. This has enabled UKairlines to attract a large amount of
traffic between continental Europe and NorthAmerica, connecting at Heathrow or Gatwick,
particularly in the last decade.



39. However, circumstances have been changing in recent years. Airlines in other
Europeancountries have been developing hub operations at their bases, in particular at Paris
Charlesde Gaulle, Amsterdam Schiphol and Frankfurt airports. The table below shows
thecomparative international air transport movement (ATM) and passenger figures for theseairports
in 1998.

Figure 1

Airport ATMs (thousands) Passengers (millions)
Heathrow 372 53
Amsterdam 363 34

Paris CDG 360 34
Frankfurt 311 34

40. By scheduling flights in waves of arrivals and departures, airlines can offer
attractiveconnections to a wide range of destinations. This connecting traffic allows the airline
toprovide services to destinations that would not be viable on the basis of point-to-pointtraffic
alone, or to offer higher frequencies than would otherwise be possible.

41. Charles de Gaulle airport has opened a third runway to accommodate the higher numberof
flights and has a fourth runway under construction. At Schiphol, a fifth runway isplanned to open in
2003. By contrast, the five London airports (Heathrow, Gatwick,London Luton, London Stansted
and London City) have six runways between them.Heathrow has only two parallel runways, both of
which are fully used for almost the wholeday. This results in a large amount of frustrated demand.
The same is true for much of theday at Gatwick, which has only one runway. New capacity issues
are therefore veryimportant to the future development of air transport in the UK. The separate
regionalconsultation papers will look at options for the provision of capacity in the UK.

Demand for air transport

42. Over the past 20 years the number of passengers carried into and out of UK airports hastrebled,
and air transport movements and freight movements have more than doubled.This phenomenon is
not confined to the UK. All developed countries have seen similargrowth in aviation, mainly driven
by general economic growth and reductions in the realprice of air travel.

43. UK air traffic forecasts produced by DETR'® show that unconstrained demand forpassenger air
travel may more than double by 2015. Figure 2 shows past growth in airtraffic and the Departments
central forecasts of demand. The figure also shows the lowand high demand scenarios, which
reflect the likely range of values, given the uncertaintyin producing forecasts.

Figure 2: Actual and forecast passenger numbers at UK airports, 1974 to 2020
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44. Figure 2 also shows that there was a 73 per cent increase in the total number of
passengerscarried at UK airports in the 1990s. Over the same period the total number of air
trafficmovements at UK airports increased by 48 per cent.

45. Figure 3 shows past and forecast annual growth rates of terminal passengers at UK
airports.Average annual growth rates have generally been declining over time as the market
movestowards maturity and we expect this trend to continue. The forecast average growth ratefrom
1998 to 2020 is 4.25 per cent per year under mid-point forecasts, with slightly morerapid growth in
the earlier years and lower growth in the later years.

Figure 3: Average annual growth rates, actual and forecast, 1971 to 2020
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46. Cargo air traffic has grown even more rapidly. Over the 1990s the tonnage carriedincreased by

7 per cent a year'' and future unconstrained growth is projected at a rate of7.5 per cent a year to
2010".



Figure 4: Air freight forecasts
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47. The chapter on Air freight has further information on cargo traffic.

48. When historic air traffic figures are broken down by airport they show that regionalairports
have, on average, grown faster than the London airports during the 1990s. Thenumber of
passengers carried to or from the London airports rose by 66 per cent over thisperiod while at the
regional airports this figure grew by 78 per cent. The share of UKinternational traffic handled at
regional airports also grew over the 1990s, from 25 per centin 1989 to 28 per cent in 1999. Figure 5
illustrates the rate of growth of passenger traffic atregional airports compared to the south east
airports over the 1990s.

Figure 5: Growth rates of passenger traffic at regional airports compared to thesouth east
airports, 1989 to 1999
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49. Charter services account for the majority of international traffic at regional airports, butthe
numbers of passengers on scheduled services at regional airports have almost tripledover the last 10



years. The proportion of regional passengers travelling via the Londonairports has also been
declining. In fact, 80 per cent of all passengers who end theirjourney at Gatwick and Heathrow
airports have a final destination in the south east.We expect this trend to continue.

50. Growth rates in the UK in recentyears have been heavilyinfluenced by the expansion
ofscheduled low cost carriers. The DETR forecasts showexceptionally rapid growth in thissector
between 1998 and 2005 of15 per cent a year on average.They offer a different service tothe
incumbent airlines, focusingon low fares with a single class ofservice. They also tend to
operatefrom airports that give them fastturn round times and low airportcharges on which their
servicedepends.

51. This reflects the success of the single market in aviation within the European EconomicArea
since the third package of aviation liberalisation measures in 1993. Airlines are nowfree to fly
where they wish within this common area and set fares according to the market.The low cost
airlines have succeeded in tapping a well of pent up demand for air travelwhich was not, or only
partly, catered for under the restrictive bilateral arrangementswhich existed before. In this way,
they have driven into new markets. Airports, often insecondary locations, have been keen to
accommodate them at low charges in order tobenefit from the stimulation of demand.

52. The Government does not claim that its air traffic forecasts are an accurate prediction ofwhat
will happen. They indicate what demand might be if there were no constraints oncapacity. They are
therefore a useful tool in policy making. A look at previous forecastsand actual growth shows that
during the 1990s, levels of traffic have typically exceeded theforecast range, although they have
been close to the top end of it. However, we canattribute this in some cases to unforeseen
developments, such as the growth of low costcarriers during the 1990s.

53. Forecasting developments after 2020 is more speculative. Growth rates may well decline asthe
market for air travel approaches maturity. But the timing and scale of any decline arevery hard to
predict. New communications technologies may also affect the growth ofbusiness travel. It might
be thought that new technologies would reduce the need totravel. However, electronic
communications seem to have increased the demand forinternational business travel, as companies
operate on an increasingly international scaleand therefore have a far larger customer and supplier
base spread over a wider area. Theeffect of e-commerce is also unclear. It might be expected that
demand for rapid deliveriesover long distances will rise, potentially having a large effect on the air
cargo market. TheDETR has commissioned a study to identify future commercial trends affecting
theaviation industry.

54. There is already a shortage of capacity at some airports because of runway or
terminalconstraints. Demand for runway slots at Heathrow already significantly exceeds
availabilityfor almost the whole day. There is no spare capacity in the peak hours at Gatwick
andpressure is developing on peak hour capacity at Stansted and Luton. Runway capacity is aless
immediate issue at regional airports, but at many of these there will be a demand foradditional
terminal capacity within the next decade. As traffic increases, air traffic controlcapability may also
impose constraints.

55. The shortage of capacity is leading to pressure to increase provision and to find ways ofmaking
more efficient use of existing infrastructure. But we also must consider ways toreduce the
environmental effect of current and future levels of traffic.



Consumer issues

56. The commercial freedoms associated with the creation of a single aviation market withinthe
EEA and the growth of the low cost carriers have brought tangible benefits for manycustomers in
terms of lower fares and greater choice of services. But as the volume of airtraffic has grown,
concerns have arisen about whether airlines and airports offer passengersthe quality of service and
consumer protection they are entitled to expect. TheGovernment recognises that there can be a
legitimate trade-off between fare levels andquality of service, but all passengers have a right to
certain minimum standards.

57. Public attention has increasingly focused on issues such as:
« provision of information both before and during journeys;
» extent of delays and treatment of passengers when delays occur;
* lost or damaged baggage;
» facilities for passengers with disabilities;
» availability of advertised low fares and improved tariff information at the time ofbooking;
» queuing times at check-in and baggage collection;
» cleanliness, maintenance and signing at airports;
* health and comfort issues in aircraft, such as seat pitch and air quality; and

¢ handling of complaints.

58. In some of these areas airlines have contractual obligations to passengers, which may needto be
strengthened or extended, while in others voluntary commitments may be sufficient.Many of these
matters are best dealt with at international level. The Government warmlywelcomes the action
programme recently begun by the European Commission. We willwork actively to pursue the
interests of UK passengers.

Economic and social effects

59. The UKs aviation industry makes a substantial contribution to our national economy. Itmakes a
large direct contribution through the creation of jobs and through its contributionto GDP. Good air
transport links also have the potential to improve the productivity andcompetitiveness of the
economy. Aviation helps markets to integrate, and trade to expand.Proximity to well served air
routes is often one of the key considerations affecting whereinternational companies choose to
invest. In this way, aviation supports foreign investmentboth into and out of the UK, allowing the
UK to benefit from international trade.

60. It is also an important part of the transport infrastructure. Many important industry sectorsmake
heavy use of aviation. For example, the electronics and pharmaceuticals industriesare heavily
dependent on aviation for rapid access to markets. Many more parts of theeconomy depend on
successful air transport links for business travel.

61. The air transport links to remote areas of the UK are particularly important. These
provideessential links for businesses and local people to the rest of the country, connecting themto
services and businesses that cannot be provided locally.



62. Greater opportunities to travel also bring cultural benefits. Aviation promotes tourism intoand
out of the UK. More flights and cheaper fares have also enabled many people in theUK to enjoy the
benefits of travel for education or for visiting friends and family.

63. If the aviation industry continues to grow, the beneficial economic effects are likely toincrease.
These should help to maintain the UKs competitiveness and productivity.

Environmental effects

64. But air transport also affects the environment, both at a global level as a contributor toclimate
change, and at a more local level.

65. In December 1999, the Intergovernmental Panel on Climate Change (IPCC) published areport
on aviation and the global atmosphere'® which assesses the effects of aircraft onclimate and
atmospheric ozone. The contribution of aviation to climate change can beindicated by the radiative
forcing effect of aircraft'®, which is estimated to be 3.5 per cent of the global total from all human
activities. By comparison, the UKs total contribution toclimate change is currently 2.5 per cent of
the global total from human activities.

66. Aviation emissions are a small but growing proportion of global emissions. The IPCCreport
mid-range forecasts show that by 2050 aviations contribution to man-made climatechange will be
between 3 and 7 per cent, depending on the scenario used.

67. Noise levels as measured at many of the largest UK airports have generally fallen over
recentyears. For example, at Heathrow Airport the number of people living within the
daytime57Leq"” contour, which is taken to mark the onset of significant community annoyance'®,
has fallen from 1.5 million in 1979 to about 331,600 in 1999, in spite of growth in
aircraftmovements and average aircraft size. The main reason for the reduction has been the
phasingout of noisier Chapter 2'” aircraft in Europe. This will be completed by 2002.

68. Despite these improvements, people often perceive air travel as growing noisier. This
mayreflect a decreasing tolerance of noise and environmental disturbance or changingattitudes to
particular sources of noise, in this case commercial airports and airlines. TheGovernment is
therefore keen that improvements in the noise climate should continuewhere practicable, taking
account of the economic effects of growth.

69. At the local level the other main environmental impact is the direct effect on local airpollution.
Emissions from aircraft, airside vehicles and surface traffic to and from airportscontribute to the
level of pollutants in the local area, in particular NOZ1 8 and PM1019,which may harm human health.
The impact of aircraft emissions on air pollution in thevicinity of airports is, in most cases, less
than that of emissions from road traffic to andfrom airports.

70. Major airport expansion also has environmental implications in terms of the land taken bythe
airport development itself, and development and urbanisation associated withimproved surface
access, additional housing and ancillary industry.

71. The integrated transport white paper” makes it clear that the Government intends tocontinue to
tackle the environmental effects of civil aviation and airports. One element inthis will be to ensure
that aviation meets the external costs it imposes, includingenvironmental costs. Evaluation of
external costs is not an exact science. Our knowledgeof the environmental costs of aviation is
imperfect. In relation to climate change, ICAO isworking to establish what these costs are and
means of attributing them. In the UK, workis being carried out in relation to the external costs of



noise and local air pollution. Detailsof this work are contained in the sections on Effect on noise
and Effect on local air pollution.

72. DETR has also produced a paper which briefly reviews some of the economic literature onthe
valuation of noise, air quality and climate change impacts, and considers theimplications of
aviation meeting its estimated external costs. This paper is available onrequest from DETR?'.

Safety and security

73. Aviation safety must always be given priority. This needs constant vigilance by
theGovernment, the CAA, the Health and Safety Commission and Executive and everyonein the
industry. The worldwide aviation fatal accident rate is low compared with otherforms of transport.
In the UK, there has been no significant change in the absolutenumbers of accidents over the last
ten years, despite a 48 per cent increase in air trafficmovements. Safety considerations are at the
heart of aviation policy, and safety mustcontinue to improve to meet the challenges presented by
growth in aviation, newtechnologies and an ever more global industry.

74. The House of Commons Select Committee on Environment, Transport and Regional Affairs has
recommended in various reports that a single, independent transport safetyauthority should be
established. This would imply, for example, that the Safety RegulationGroup of the CAA and the
Air Accidents Investigation Branch of DETR would in duecourse be transferred to this new
authority.

75. In response to the Select Committees recommendations, in March 1999 the
Governmentlaunched a review of the arrangements for UK transport safety. Following the tragic
railcrash at Ladbroke Grove in October 1999, the Government announced a public inquiryunder the
chairmanship of Lord Cullen. This inquiry is looking at the wider rail safetyregime, which in turn
has implications for how transport safety in Great Britain is organisedgenerally. We will await Lord
Cullens report before coming to any conclusions on this issue.

76. Security considerations also are imperative to protect the public from acts of
unlawfulinterference. The threat of terrorism remains, and civil aviation continues to be anattractive
target. The UKs national aviation security programme has greatly improvedsince the Lockerbie
incident to meet this continuing threat, but protection can never beabsolute and we cannot be
complacent.

The Main Questions

77. Future development of the aviation industry requires a framework that integrateseconomic,
social and environmental objectives. To develop this we must answer thefollowing key questions:

a) Should the Government choose policies that respond to the demands of consumersand allow
current growth patterns to continue, while mitigating the negative effectsas far as possible? Or are
the costs of this approach too high and should wetherefore choose policies to limit these negative
effects?

b) How should the Government ensure that aviation meets the external environmentalcosts for
which it is responsible? Should greater emphasis be placed on regulation(at global, national or local
level), economic instruments or voluntary agreements?If we should use a mix of approaches, what
are the principles that should underliethe choice of approach for each issue?

c) If aviation covers its environmental costs, should capacity then be provided to meetdemand?



d) Should the UK try to maintain its position as a major hub for internationalconnecting traffic, or
focus on enabling travel to, from and within the UK? Is therea role for Government in promoting
either objective (given that airlines will pursuethe most commercially attractive option)?

e) Within the existing capacity constraints, how can the interests of UK consumers bebest
advanced?

The Government would welcome your views on these general questions and on themore specific
issues discussed in the following chapters.

6 EEA consists of the EU member states and the European Free Trade Association member states(Iceland,
Liechtenstein and Norway).

7 Cabotage is the right for a member state carrier to operate a route within the territory of anothermember state.
8 The figures relate to routes with over 5,000 passengers.

9 Aircraft with more than 20 seats and a maximum take-off weight in excess of 10 tonnes, but excludinghelicopter
operators.

10 Air Traffic Forecasts for the United Kingdom 2000 DETR, June 2000.

11 Transport Statistics Great Britain: 2000 Edition (Table 7.1c) DETR, October 2000.

12 UK Air Freight Study: Part I produced for DETR by MDS Transmodal, December 2000.
13 Aviation and the Global Atmosphere Intergovernmental Panel on Climate Change, 1999.

14 Radiative forcing is the change in the energy balance of the earths atmosphere (expressed in wattsper square metre).
Figures quoted are the radiative forcing effect of greenhouse gases including watervapour and formation of contrails
from aircraft.

15 Equivalent Continuous Noise Index.

16 United Kingdom Aircraft Noise Index Study (ANIS): main report DR Report 8402, Brooker et al. forCAA on behalf
of the Department of Transport, January 1985 and The Use of Leq as an Aircraft Noiselndex DORA Report 9023.
Following publication of the ANIS report, consultation and furtherconsideration, the decision to use the 16 hour Leq
for the UK aircraft noise index was announced inSeptember 1990. 57Leq is also an accepted criterion in PPG24,
comparable with 55Leq for otherforms of transport (the 2dB difference takes account of ground reflection effects in
field monitoring ofaircraft noise).

17 ICAO divides jet and large turbo-prop aircraft into three categories (chapters) according to their noiselevel. Chapter
2 refers to subsonic jet aeroplanes for which either the application for certificate ofairworthiness or other equivalent
prescribed procedure was carried out by the certificating authoritybefore 6 October 1977.

18 NO, : nitrogen dioxide.

19 PM, : particulate matter which passes through a size-selective inlet with a 50 per cent efficiencycut-off at 10pm
aerodynamic diameter.

20 A New Deal for Transport: Better for Everyone the Governments White Paper on the Future ofTransport Cm 3950,
DETR, July 1998.

21 Valuing the External Costs of Aviation DETR, December 2000.



Chapter Three: Safety and security regulation

78. International civil aviation operates on the basis that all countries comply with minimumsafety
standards laid down by ICAO. Each country must recognise certificates and licencesissued by other
countries under requirements equal to or above ICAO standards. TheCAA is responsible for safety
oversight of UK airlines, aircraft and their crews. The UKsets safety standards for its own aviation
industry which are sometimes higher than theinternational minima. We have co-operated with other
European countries through theJoint Aviation Authorities (JAA) to harmonise these standards.
Some of these standardshave been incorporated into European Community law. Work is under way
to form a newEuropean aviation safety system with stronger powers than the JAA.

79. The Government has also designed policies to ensure that foreign aircraft visiting the
UKconform to international safety standards. We only issue permits to foreign airlines to flyhere
when we are satisfied that they have all the certificates required by ICAO. We alsoask the CAA to
inspect foreign aircraft where there is evidence that they may not meetlCAO standards. These
inspections are carried out as part of a co-ordinated Europeanprogramme, known as the Safety
Assessment of Foreign Aircraft (SAFA) programme.It exists to increase the number of inspections,
share information and co-ordinate action.The CAA will ground any aircraft that it finds not to be
airworthy. In isolated cases,where a country is found not to be enforcing ICAO standards, all
aircraft from thatcountry are prevented from operating in the UK.

80. The Government is also concerned to minimise third party risk around airports. We
areestablishing revised Public Safety Zones (PSZs) around all large airports. These
broadlycorrespond to the areas in which the individual risk of death per year as a result of anaircraft
accident is greater than 1 in 100,000. These calculations are based on estimatesof the numbers and
types of aircraft that will be using each airport in 15 years time.The Government is also producing
guidance for local planning authorities in consideringplanning applications relating to land within
these PSZs. The Governments policy isthat there should be no significant increase in the number of
people living, working orcongregating within a zone.

81. Security is regulated through the UK national aviation security programme. This sets outthe
security measures which airports, airlines, security-approved air cargo agents andcatering
companies must implement in order to safeguard civil aviation in the UK, andUK airlines overseas,
against such crimes as sabotage or hijacking.

82. Finally, the air transport industry is subject to national occupational health and safetylegislation.
It applies to activities both on airports and aircraft in and over Great Britain. The Health and Safety
Executive tries to avoid overlap, and where health and safety isadequately protected by legislation
enforced by another body, such as the CAA, it does notenforce health and safety at work law.

83. Safety and security issues are critical, but we do not deal with them in detail in thisdocument.
We do not intend to change the substance of current policy. We welcome anycomments
nevertheless.



Chapter Four: Consumer issues

84. In the consumer white paper’”, the Government made a commitment to puttingconsumers at the
heart of policy making. Government policy in relation to consumer issuesis based on the following
consumer principles:

« safety;
» fairness;
e access;
« choice;

« information;
« redress; and

e representation.

85. In aviation, the Government is keen to ensure that legislative and regulatory measuresprovide
passengers with the level of consumer protection they are entitled to expect,without imposing
unreasonable burdens on airlines or restricting the scope for legitimatecompetition.

86. Much of the protection given to air passengers is governed by European or
internationalagreements, and the UK has limited scope to introduce its own measures. EC
legislationprovides protection in the event of failure of a tour operator and of denied boarding due
tooverbooking by a carrier. UK and EC legislation also establishes airline liability in theevent of an
accident. UK air passengers are protected against failure of travel organisersunder the Air Transport
Organisers Licence (ATOL) scheme. This mainly covers charterflights. To date this protection has
not been extended to cover all passengers on scheduled flights. Scheduled carriers rarely fail and, if
they do, passengers are often able to makealternative arrangements. Many passengers on scheduled
flights are business travellerswhose flights are generally paid for in arrears or who are insured
because they paid for theirflight with credit cards.

87. Following a wide-ranging consultation on air passenger rights, the European Commissionhas
issued a communication™ which sets out a series of proposals. It envisages legislationon rights for
delayed passengers, conditions of carriage, and the provision of information.It also proposes
voluntary commitments by airlines and airports in the following areas:

» allowing passengers to hold reservations without penalty;

e providing complete information on tariff availability;

» reducing queuing time at check-in and baggage collection;

» improving maintenance and signing at airports;

» keeping passengers fully informed of delays, cancellations, diversions and operatingconditions;

» providing adequate care (forexample, refreshments and medicalfacilities) for passengers delayed
inairports or on board aircraft;

» undertaking to provide bettertreatment for passengers whosebaggage is mislaid or damaged;
« doing more to meet the needs ofpeople with disabilities or specialneeds; and

» establishing efficient complaintsprocedures.



88. Organisations representing the interests of airlines, airports and consumers at Europeanlevel are
currently working to develop an appropriate voluntary agreement. The UKGovernment supports
these proposals, and we are actively involved both in discussionsin the Council of Ministers and in
facilitating the voluntary industry initiative.

89. It is important that consumer protection extends to all consumers, and in particular topassengers
with disabilities. The Government is therefore planning to introduce avoluntary code of practice for
the UK travel and air transport industry, designed toimprove the accessibility of air travel to
passengers with disabilities. It will cover all aspectsof air travel from booking a ticket to arriving at
the final destination, as well as the designof airports and aircraft. We will shortly publish a draft of
the code of practice for consultation.

Airline conditions of carriage

90. Airline conditions of carriage are the contractual conditions under which a consumer buysan
airline ticket. Consumer representatives argue that these conditions are unfairly biasedin favour of
the supplier. Individual airlines base their conditions of carriage closely on arecommended practice
issued by the International Air Transport Association (IATA).Although IATA revised its
recommended practice in 1998, these changes have yet to beadopted. Following a complaint from
the Air Transport Users Council (AUC) to theDirector-General of Fair Trading, brought under the
Unfair Terms in Consumer ContractsRegulations, IATA has further amended its recommended
practice but it remains to beseen whether further changes will be necessary.

Passenger information

91. Passengers require access to a wide range of information at each stage in the travel
process.Although some information and advice is available from airlines, the AUC and
othersquestion whether further information is required and, if so, how this can be providedwithout
the risk of information overload. For example, in selecting an airline, passengersmay benefit from
general, comparative information. The US Department of Transportationproduces a consumer
report providing comparative information on the record of all majorUS domestic airlines on
punctuality, baggage handling, denied boarding and complaints.The European Commission, as part
of its initiative on air passenger rights, proposesintroducing similar arrangements in Europe. The
Government believes that such a systemwould benefit passengers in the UK.

92. The Commission has also published a proposal to amend the regulation relating to
airlineliability”*. The amendment would require European airlines to provide more
specificinformation to passengers about their entitlement to compensation in the event ofaccident,
loss or delay. The Government welcomes this proposal, which should benefitUK passengers.

Fares

93. Under the European single market in aviation, air carriers are free to set fares according totheir
commercial judgement. There is strong evidence that this has led to a morecompetitive market,
particularly where there are two or more carriers on a route. However,passengers still complain that
on some routes fares remain high as competitive servicesmay take time to develop.

94. The EC Fares Regulation® contains a safeguard against excessive fares, which applies to
thebasic fare, defined as the lowest fully flexible fare available on a particular service. It has
beensuggested that this provision should be applied in a way that would require airlines to offer
notonly a business class basic fare but also a reasonably priced fully-flexible economy fare.



95. The introduction of new services by low cost airlines has contributed significantly to
theavailability of low fares, although concern has been expressed at the limited availability ofsome
of these headline low fares.

96. Outside the European single market, the fares regime depends on the relevant
bilateralagreement. The CAA normally focuses on the lowest fully flexible fare on routes where
itconsiders that there is not sufficient competition to safeguard passengers. The CAA
refusesincreases by UK airlines in the lowest fully flexible fare on such routes when it
considersthat the fare is excessive in relation to the cost of providing the service. Cargo tariffs
andcharter fares are not regulated.

Code-sharing and franchise operations

97. The trend towards airline consolidation involves a spectrum of inter-airline
arrangementsranging from code-sharing and franchising to alliances and mergers. There is a danger
thatthese may reduce competition and passenger choice. But there may also be benefits ofincreased
efficiency and improved service. The competition authorities will need toconsider the effect on
consumers in each case.

98. The Government thinks it is important that passengers know which airline is operating aflight
when they book it. This is dealt with by both the EU code of conduct oncomputerised reservation
systems (CRSs) and the ECAC recommendation on consumerinformation/protection needs in
connection with code-shared air services. The EU codenow places a legal obligation on travel
agents who use CRSs to give consumers neutral andunbiased information.

99. In order that code-shared services should not have multiple entries to the exclusion of otherservices, the
code of conduct also provides that a single code-shared service should notappear on more than two lines in
any principal CRS display. The ECAC recommendationprovides that the identity of the operating airline
should be made clear to passengers at allstages of their journey, from purchasing a ticket right up to
boarding the aircraft.

100. There are questions about whether these arrangements are sufficient to ensure thatpassengers
always receive the information they need. In particular, whether they provideadequate protection
for passengers booking via the internet, or, on the other hand,whether there is now too much
regulation given the greater competition to whichcomputer reservations system vendors are
becoming subject, due to new technology.

Disruptive behaviour by airline passengers

101. There has been a perceived increase in the number of incidents of criminal, dangerous oranti-
social behaviour by aircraft passengers in recent years, although serious incidents arestill thankfully
very rare. There is already a considerable body of legislation, both criminaland aviation-specific, to
deal with offenders. The UK has contributed to the work of anICAO study group looking at the
international implications of this issue. In addition, aGovernment-led Working Group has
established a unified reporting system covering allincidents of disruptive behaviour on board UK
aircraft. This will help us to gauge the scaleand nature of the problem.

102. Early data from the reporting system confirms that there is a certain amount of anti-
socialbehaviour on board aircraft. Sometimes this escalates into serious incidents posing apotential
threat to the safety of the aircraft and/or its occupants, though air rage is not aswidespread a
problem as media reports would sometimes suggest. Cabin crew are especiallyvulnerable to
dangerous and disruptive behaviour.



103. The Government will continue to monitor the situation closely in liaison with
interestedparties. We will keep under review whether we need further legislative or
preventativemeasures.

Passenger health

104. Interest in possible health risks associated with flying has been rising in recent years.Concerns
have been raised recently about the environmental conditions withincommercial aircraft cabins and
their effects on the health of passengers and crew. TheHouse of Lords Science and Technology
Select Committee has conducted an inquiry intothis matter. It has looked at such issues as the
incidence of deep vein thrombosis in airpassengers, and the quality of air in aircraft cabins. The
Government welcomes theCommittees involvement, and the DETR and DOH have provided oral
and writtenevidence. The Committee published its report in November 2000. The Government
iscarefully considering the Committees recommendations. We have also commissioned astudy to
assemble a coherent picture of the existing evidence, taking account of the viewsof all interested
parties.

A statutory consumer body for air transport

105. The AUC represents the views of air travellers. It is at present funded directly by theCAA,
which in turn derives much of its revenue from charges levied on airlines. TheCouncil has
suggested that establishment as a statutory body would provide a more secureand independent
funding base. This is how other consumer organisations are set up,particularly those for users of
regulated utilities. As at present, its objective would be toensure that the consumers voice is heard
across the full range of passenger rights issues.It could be responsible for taking up complaints
against airlines and airports, and forpublishing educational and advisory material on matters such as
passenger health. Such abody could also provide consumer information about airlines performance
in areas suchas delays, denied boarding, baggage handling, safety and environmental
performance.The establishment of such a statutory body would require primary legislation.

Questions on consumer issues

a) In protecting consumer interests, where should we strike the balance betweenregulation and voluntary
action by the industry?

b) What changes, if any, should we make to airline conditions of carriage to bringthem up to levels which
meet present day consumer expectations?

c¢) Should further comparative airline information be made available in the UK, including perhaps
environmental information? If so, by whom?

d) Does the current fare regulation protect consumers and airlines adequately? If not,how should we revise
it?

e) Are consumers interests adequately protected by the application of competition lawto code-sharing,
franchising and other commercial arrangements between airlines?If not, what further steps should we take?

f) Do we need further action to ensure consumers are adequately protected whenbuying airline tickets
directly from airlines?

g) Do we need further action to combat disruptive behaviour on board aircraft and, ifso, what? For example,
should passengers be prohibited from drinking alcohol otherthan that supplied by the carrier?

h) How should any health risks associated with flying be tackled?



1) Should we set up a statutory consumer body for air transport, as in some otherindustries? If so, how should
it be organised and financed, and what should be itsduties?

22 Modern Markets: Confident Consumers DTI, July 1999.

23 Protection of Air Passengers in the European Union Communication from the EuropeanCommission to the
European Parliament and the Council, 21 June 2000.

24 Council regulation 2027/97.

25 EC Fares Regulation: Council Regulation (EEC) No 2409/92.



Chapter Five: Economic effects

106. The aviation industry brings many economic benefits to the UK economy at national,local and
regional level.

National economic effects

107. A report by Oxford Economic Forecasting (OEF)*® estimated that in 1998 the UK
aviationindustry accounted for £10.2 billion of GDP, 1.4 per cent of the total. This is similar in
sizeto the car manufacturing industry, and around half the size of the food manufacturingindustry.

108. The industry is also an important employer, supporting a large number of jobs, bothdirectly in
airport-related activities and indirectly in other activities. The OEF reportestimated that the aviation
industry directly supports 180,000 jobs in the UK*". Figure 6illustrates the breakdown of direct
employment at UK airports between sectors™ :

Figure 6: Structure of Direct Employment in the UK Aviation Industry
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109. These jobs provide direct social benefits to the areas surrounding airports. This isparticularly
so if they are accessible to people in areas of high unemployment. Good publictransport links to
such areas are therefore important to ensure access to these employmentopportunities.

110. The OEF report projected that, on the basis of current trends in productivity,
directemployment in aviation may increase by 30,000 jobs by 2015, to 210,000.

111. The aerospace industry in the UK also makes an important contribution to UKmanufacturing
industry. In 1998 it employed 154,000 people and contributed around£6.1 billion to the UK
economy, equivalent to 0.8 per cent of GDP”.

112. The aviation industry has acknowledged that there is a shortage of suitably qualifiedaircraft
maintenance engineers within the UK. If this continues, outsourcing ofmaintenance operations
outside the UK may become increasingly attractive. Prompted bythe Environment, Transport and
Regional Affairs Select Committee inquiry into aviationsafety, a Government working group
considered the potential effect of the shortage ofmaintenance engineers on safety and the
Governments role in tackling the problem. Thegroup concluded that given the CAAs effective



regulation of the industry, a continuedshortage did not jeopardise safety but that it would imply a
reduction in the capacity of thesector to service operations, which could undermine the successful
growth of the UKaviation industry. The group also concluded that although the main responsibility
lies withthe industry, the Government could play a limited supporting role. It advocated
thedevelopment of specific vocational qualifications, improving guidance on Governmentfunding
for training and the development of training centres of excellence, in tandemwith promotion of
aircraft maintenance engineering as a career ..

Indirect economic effects

113. The economic effects of air transport extend beyond the direct contribution of theaviation and
aerospace industries. Air transport links are vital to many businesses, whetherfor transporting goods
or for business travel. Air cargo services carried 2.1 million tonnesof freight in 1999, just over a
fifth of all UK trade in terms of value. The chapter on Airfreight contains further details on the air
freight sector.

114. Good air transport links have the potential to contribute to national productivity andaviation is
of particular importance to the City of London and to tourism, our two largestexporters of
invisibles. Air transport links also support foreign direct investment into andout of the UK, often
accompanied by improved technology and innovation.

115. The development of a successful airport may also encourage the formation of clusters
ofindustries. The DTIs white paper, Our Competitive Future: Building the Knowledge
DrivenEconomy (December 1998), set out the Governments commitment to encouragingbusiness
clusters. As the white paper makes clear, the experience of other countriesdemonstrates how
clusters can contribute to competition and stimulate productivity andeconomic growth. They do,
however, make demands on supporting infrastructure,including transport and housing.

Regional economic effects

116. Many regions across the UK are keen to benefit from the economic effects associated
withgood air transport links. Not only can they benefit from jobs, there may also be scope toattract
more aviation-related businesses, such as airline catering and training activities.They can further
benefit from the range of businesses that use aviation services forpassenger travel, air cargo, or
both. The development of a regional airport may also help tostimulate tourism in that area by
encouraging travellers to fly there.

117. In particular, there may be scope for developing aircraft heavy maintenance operations
atregional airports, benefiting the industry, improving local employment opportunities
andcontributing to wider regeneration. Large-scale heavy maintenance operations for theleading
UK airlines are primarily focused in south east England. In view of capacityconstraints at the main
south east airports, the development of heavy maintenanceoperations at regional airports could help
to free up land at airports in the south east. Itcould also support the Governments objective of
maximising the contribution of regionalairports to their local and regional economies. There may
be scope for co-ordinated actionbetween regional airports, established maintenance providers and
others, possibly buildingupon some of the initiatives already underway.

118. Regional air services also play a vital role in the economic life of remote areas,
providingimportant transport links for businesses and facilitating business travel and the transport
ofgoods to and from such areas. Scotland has a well developed internal domestic air networkwhich
includes vital air services connecting the remoter Scottish island communities.These flights are a
fast way of reaching the mainland and its major services, includingfinancial, commercial and health



services, which cannot be provided locally. They are alifeline that helps to counter the islands
remote location, fragile economic base andproblems of depopulation. Air services are also
particularly important to Northern Irelandbecause of its separation from the mainland by water.

119. Regional services such as these are sometimes difficult to operate profitably, although thefeed
traffic they provide can make them commercially attractive to airlines on the basis oftheir
contribution to the overall profitability of a network. Where this incentive isinsufficient, EU law
allows a member state to impose a Public Service Obligation (PSO),including some remuneration
of operating losses, to protect services which would not beprovided on a purely commercial basis
on routes vital to regional economic development.The UK has imposed PSOs on a number of
lifeline air routes between the ScottishHighlands and Islands and on routes to and from Glasgow
serving the islands. We considerthis essential for the economic and social welfare of these remote
communities.

120. Regional Development Agencies (RDAs) in England (outside London) have now drawnup
economic strategies, many of which stress the contribution which regional airports andair services
can make to regional competitiveness. The forthcoming regional consultationdocuments (see
paragraph five) will examine the potential economic impacts of variousdevelopment options in
each area.

Questions on economic effects

a) Is there any evidence of negative economic effects associated with the developmentand operation of
airports?

b) Do you agree that good air transport links to and from regional airports encourageregional economic
growth? What might be done to promote them?

c¢) Should we encourage maintenance operations to shift to regional airports?
26 The Contribution of the Aviation Industry to the UK Economy Oxford Economic Forecasting,November 1999.

27 Direct employment is that which is wholly dependent on airport-related activities, whether on-site atthe airport or
off-site. Includes employees of airline and handling agents, airport operators,concessions (retail and restaurants),
freight/cargo business, control agencies (Customs and Excise,immigration) and other on-site ancillary organisations
(eg. hotels).

28 Not including direct employment not allocated to a specific airport (which accounts for almost5000 jobs).
29 UK Aerospace Statistics: Data Supplement DTI/SBAC, April 2000.

30 Report of the Inter-Departmental Working Group on the Training of Aircraft Maintenance Engineers DETR, July
2000.



Chapter Six: Environmental effects

121. Concerns about the environmental impacts of aviation and airports relate to both
globalimpacts and local environmental impacts near airports. The main types of
environmentalimpact are:

e effects of emissions from aircraft on climate change;

» local air quality effects of emissions from aircraft at airports and of the airportinfrastructure which
serves them,;

» the effect of aircraft noise on people living near airports and under flightpaths;

e noise, emissions and congestion arising from surface access to airports, particularlyfrom road
transport;

» land take and urbanisation resulting from airport development; and

« other environmental effects of airports: energy consumption, water quality,contaminated land and
waste.

122. Environmental standards for aircraft and those relating to global emissions are
generallyestablished at international level. This should ensure that particular manufacturers
oroperators are not unfairly disadvantaged. International certification standards for
aircraftemissions and noise have been agreed through ICAO and given regulatory force
throughincorporation in national legislation. Smoke and other emissions from jet engines havebeen
regulated since 1983. The phase out of Chapter 2 aircraft’' was also agreed throughICAO and has
made a major contribution to reducing noise at source.

123. Advances in engine and airframe technology have already significantly reduced
theenvironmental impact per passenger/kilometre travelled. Modern aircraft are more fuelefficient
and, weight for weight, have lower noise and emission levels. For example, in thelong haul market,
the Boeing B777 performs a similar function to the Boeing B747-100,the original jumbo jet, but it
does so with much greater fuel efficiency, significantly feweremissions and lower noise levels on
take off and landing. Because of scaling effects, it maybe harder to continue to incorporate new
technology to deal with particular emissions,such as NOx, into smaller aircraft.

124. The Government strongly supports further action to reduce emissions and aircraft noise
atsource through worldwide agreement, and we are working within ICAO to this end. TheEuropean
Commission has recently produced a communication on air transport and theenvironment’> which
sets out a complementary workplan. Following the next ICAOassembly in autumn 2001, the
Commission and EU members states will review theinternational position to see what further
action, if any, may be necessary to meet agreedenvironmental objectives. However, the dispute
with the USA over the EU-wide ban onhushkitted aircraft demonstrates some of the difficulties of
taking action at this level.

Effect on climate change

125. Emissions from aircraft are agrowing contributor to climatechange. Aircraft emit
greenhousegases and particles directly intothe atmosphere, altering theconcentrations of carbon
dioxide,methane and ozone. As air trafficincreases, levels of ozone in theupper troposphere and
lowerstratosphere are expected toincrease. The radiative forcingfrom these additional levels
ofozone could accelerate climatechange. Emissions are also likelyto reduce methane which
couldresult in a slight decrease in radiative forcing. But there will be regional effects which wedo



not yet fully understand. Aircraft emissions also cause condensation trails (contrails)and may
increase cloudiness, both of which contribute to climate change. Complexprocesses are involved
and there is considerable uncertainty over the size and effect of suchchanges. They are currently the
focus of research in both Europe and the US.

126. Road transport to and from airports, and airports themselves also contribute to climatechange.
The Government would like to see a higher proportion of journeys to airportsmade by public
transport. We are keen that airports develop their potential to becomeintegrated transport hubs. The
section on Integrated transport describes measures that canbe taken. Several airports are also
working to reduce their own contribution to climatechange. A number of airports have set
themselves objectives to reduce CO, emissions andare implementing measures to increase the
energy efficiency of airport operations.

127. Following agreement of the Kyoto Protocol in 1997%, the UK has a target to reduce
itsgreenhouse gas emissions by 12.5 per cent below 1990 levels by 2008-2012. TheGovernment
also has a domestic goal to reduce carbon dioxide emissions by 20 per cent by2010. The UK
Climate Change Programme, published in November 2000°*, sets out the Governments strategy for
achieving these objectives. The programme makes it clear thatKyoto is only the beginning of a
process and that we will need much deeper cuts ingreenhouse gas emissions in the longer term.

128. The UKs Kyoto target includes emissions from domestic civil aviation. They are a small
butgrowing proportion of the UKs emissions. CO, emissions from domestic aviation increasedby
29 per cent between 1990 and 1998°°. However, they still account for less than 1 percent of UKs
total CO, emissions. If, as predicted, the UKs total greenhouse gas emissionsfall, civil aviations
contribution is likely to grow as a percentage of actual emissions.

129. The IPCC report on aviation and the global atmosphere estimated that the contributionof
aviation to climate change was 3.5 per cent of the global total from all human activities.By
comparison, the UKSs total contribution to climate change is 2.5 per cent of the globaltotal from
human activities.

130. Emissions from international aviation and shipping are not currently included within thetargets
agreed under the Kyoto Protocol. Instead, parties to the Framework Convention onClimate Change
are required to limit or reduce emissions, working through ICAO. ICAOis developing policy
options to meet its obligations through its Committee on AviationEnvironmental Protection
(CAEP). These include:

» examining the effect of technological improvements (such as improvements in fuelefficiency which
will help to lower costs as well as reduce emissions);

» operational efficiencies (such as better air traffic management and improved groundcontrol at
airports); and

» possible use of market based options (such as aviation fuel tax, emissions charges, useof emissions
trading or voluntary agreements).

131. The Government is particularly keen to develop the use of economic instruments toreduce the
environmental effects of emissions from aviation, in line with the polluter paysprinciple. It has been
suggested that air passenger duty (APD) might be a potential leverto advance environmental
objectives. However, the Governments view is that APD iscurrently not well structured for this
purpose. There is no significant correlation betweenthe duty paid and the environmental effect of
particular flights.



132. There are a number of potentially more suitable market-based instruments. ICAO islooking at
the following:

e taxation of aviation kerosene. The Government believes that the tax exemption onaviation fuel is an
anomaly. Introducing such a tax would help to place environmentalcosts on the polluter and give an
incentive for further improvements in fuel efficiency,including technological advances. However,
unilateral introduction of such a tax atnational or EU level could cause significant competitive
disadvantage for Europeancarriers, as the European Commission communication on the taxation of
aircraft fuelshowed™. To avoid distorting international competition, we need worldwide
agreementon fair and proportionate levies. However, exemption from taxation is included in
over2,000 bilateral air service agreements, so it cannot be changed quickly or unilaterally.

e introduction of tradeable emissions permits. This involves setting an overall cap ortarget on
emissions and allowing airlines to buy or sell emissions permits. There couldbe three main variants
of the system. In the first, trading would be exclusively withinthe aviation industry. In the second,
trading with other sectors would be possible. Thethird would be a hybrid system which forced the
aviation industry to make someinternal savings but allowed it to make up the balance from trading
with other sectorsor from carbon sequestration (ie by taking CO, out of the atmosphere, for example,
bynatural means such as forestation).

*  voluntary agreements could be set up between the regulatory authorities and theindustry to reduce
specific or collective emissions, leaving it to the industry todetermine how it met its commitments.
The main difficulty is defining the baselinebusiness-as-usual level of emissions against which
savings can be agreed andmonitored.

133. One issue to consider, which relates to the use of economic instruments, is the extent towhich
the imposition of charges which reflect the full external costs of aviation wouldinfluence airlines
behaviour. For example, a fuel tax, unless very large, would have limitedimpact in reducing
emissions from demand effects alone. A sensitivity test included in theDETRs Air Traffic Forecasts
2000 shows that a doubling in the price of aviation fuel can beexpected to reduce demand by only
10 per cent. The size of the reduction in emissionswould depend on operators buying more fuel-
efficient aircraft and stimulation of fuelsaving technology. Airlines would balance the cost of new
aircraft against savings fromusing less fuel. In comparison, a system of tradeable permits would
enable the level ofemissions to be controlled directly and would not rely on demand alone.

Effect on local air pollution

134. The main sources of local air pollution around airports are:
« aircraft operations close to and on the ground;
e road vehicles at the airport; and
 traffic to and from airports.

135. The Air Quality Strategy for England, Scotland, Wales and Northern Ireland published
inJanuary 2000°", sets health-based air quality objectives for eight air pollutants to be
achievedbetween 2003 and 2008. The objectives set for NO,and PM,,, to which airport
activitiesand traffic to and from airports make a significant contribution, are likely to be the
mostchallenging for airports. These objectives are derived from mandatory EU limit values.

136. As part of their duties under the Environment Act 1995, local authorities are required toreview
and assess air quality to determine whether they will meet air quality objectives.If it seems that they
wont, local authorities must designate air quality management areasand draw up action plans

setting out what they will do in pursuit of air quality objectives.Where local authorities are unlikely



to achieve air quality objectives, in part because ofemissions from airports, airport authorities
should work closely with local authorities.

137. The effect of emissions from aircraft on air pollution in the vicinity of airports is, in
mostcases, less than that of emissions from road traffic to and from airports. Increased usage
ofpublic transport by passengers and employees to reach airports is an important factor inreducing
air pollution around airports. However, if levels of air traffic grow as forecast androad traffic
continues to become progressively cleaner, the relative contribution ofemissions from aircraft to
total emissions could be expected to increase. Improvingemissions standards for aircraft is
therefore important to reduce air pollution at airports.

138. Many technical developments are aimed at getting better fuel efficiency from existingaircraft
or engine designs. Although they reduce overall fuel usage, modern enginesproduce relatively more
NOx than earlier designs due to the higher combustiontemperature. The ICAO standard on NOx
was tightened in 1998. Reducing NOx emissions is a continuing focus of research.

139. Further reductions in local air pollution can be achieved if airports provide ground-
basedpower to stands and use pre-conditioned air. These will reduce the need for aircraft to
useauxiliary and mobile ground power units. Airports could also use low-emission vehicles.

140. We could also consider using economic instruments to internalise the costs of local
airpollution. The DETR leads an interdepartmental group which is carrying out a formaleconomic
analysis to establish comparable estimates of the costs and benefits of measuresto improve air
quality and to achieve the objectives in the national air quality strategy.The group published an
interim report in January 1999 that gives full details of theirmethodology and a partial assessment
of the costs and benefits of policy measures™®. Thereport identified a significant amount of further
research needed before it can present amore complete assessment. A substantial part of this
research is underway. It includes adetailed study into the valuation of health benefits associated
with reductions in airpollution. The results of this and other studies are expected to be available
during 2001and will feed into policy development in this area.

Effect on noise

141. Noise from aircraft, particularly at night, arouses strong feelings among those living
nearairports and under flight paths. Regulation to reduce the effect of noise includes
bothinternationally agreed limits on noise from aircraft and local regulation to control
impactsaround airports.

142. Aircraft noise should be monitored and the results assessed against its potential effects onthe
surrounding population. The Government adopted the Leq (equivalent continuousnoise) index as a
metric for daytime noise following the Aircraft Noise Index Study(ANIS) published in 1985,
which showed a good statistical correlation with annoyance.Since then the frequency of traffic has
increased at some airports and the lapse of timesince the ANIS study means that it would be
desirable to carry out a further validationstudy in due course. However, no compelling evidence has
emerged since then, either inthe UK or elsewhere, to cast serious doubt over the continuing
suitability of the index,bearing in mind that no single metric can capture all the characteristics of
noise, nor ofthe annoyance it causes.

143. Since the Wilson Report on noise in the 1960s*, successive UK Governments haverecognised
that, in the vicinity of airports, the balance of social and environmentaladvantage lies in
concentrating aircraft along the least possible number of routes. Thoseroutes should, as far as
practicable, overfly as few people as possible. This is consistentwith airspace management



considerations, as the overriding need to ensure the safeseparation of aircraft concentrates traffic
along a relatively small number of routes.

144. The Government is keen to ensure that noise improvement measures continue to bepursued at
airports at all times of the day. We are also keen that the control of noise atairports should be
agreed locally as far as possible.

145. At the UKs designated airports*'there are appointed noise preferentialroutes, departure noise
limits andarrivals procedures, designed to limitnoise and to minimise, as far aspracticable,
overflight of heavilypopulated areas. There are alsocontrols on night movements. OtherUK airports
set their own, oftensimilar, controls. All airports areable to set differential chargesrelating to the
amount of noiseaircraft make to encourage airlinesto use quieter aircraft. These chargesshould
comply with the generalprinciple of cost-relatedness aftertaking all operations into account.At the
designated airports, andothers in the UK, surcharges are also applied to airlines that exceed
specified departurenoise limits. Some airports have also agreed noise caps as a condition of
planningpermission for extensions of facilities. Similar caps could be extended to other airports.

146. In addition to local agreements to reduce noise, we are pursuing a number ofcomplementary
regulatory options. These include:

e continuing attempts to negotiate a new noise certification standard in ICAO. Thiswould require the
industry to meet a standard which is technically feasible andeconomically reasonable. It could
encourage research into quieter engine and airframetechnology, leading to longer-term benefits.
Greater immediate benefit could beachieved from the early phase-out of the noisiest Chapter 3
aircraft, and the UK ispressing other states in ICAO to agree a programme for this.

e pursuing changes in ICAO recommendations for operating procedures, so long as theycomply with
safety considerations, in order to reduce the amount of noise from aircraftlanding or departing.
CAEDP has established a working group to considerenvironmental issues related to aircraft operations
near airports. One of the groupsobjectives is to define operational procedures and strategies to
reduce aircraft noiseexposure around airports.

e changing the statutory framework aimed at controlling noise at all types of airport,including general
aviation aerodromes. We issued a consultation paper on this issue inJuly 2000 42 and responses are
now being considered. It proposed strengthening theability of airports to enforce noise amelioration
measures on aircraft operators andadding to the powers of local authorities and the Secretary of
State to make noiserules and agreements binding. It also proposed repealing Section 5 of the
CivilAviation Act 1982, which currently places a duty on the CAA to take account ofenvironmental
factors in licensing any specified aecrodrome. The Governmentbelieves the new powers would
provide a suitable replacement for this duty.

e continuing work by the EU and World Health Organisation (WHO) to establishnoise standards
based on the wider potential effects of aircraft noise on health. In July2000, the European
Commission published a proposal for a European directive on theassessment and management of
environmental noise (which included noise from civilaviation). The Government is involved in
negotiations in the European Council. TheWHO Charter on Transport, Environment and Health also
includes a commitment tomake progress towards a broad range of health targets. The Government
will takeaccount of this commitment in so far as these health targets are relevant to airtransport
policy.

147. We could also consider greater use of economic instruments. This could include
theintroduction of mandatory noise-related levies at airports as an incentive to use quieteraircraft.
These could take the form of a tax paid to the Government or a charge levied bythe airport to be
applied to related environmental purposes.



148. A specific levy could also be imposed on night movements. This would recognise thatnight
flights cause more perceived disturbance than flights during the daytime and, in linewith the
polluter pays principle, those operating at night should pay higher costs.Operators could decide
whether to recover this cost through fares generally or to levy thecharge directly on passengers.

149. We may need further research into the monetary valuation of the effects of noise to
informcharging strategies. One question is whether charges should be based on actual noise
levelsor on their effect on people. Robert Tinch prepared a report for the Department of Transport in
April 1995%, which was based on a survey of other research in this area.lt suggested that a noise-
related levy, set appropriately, would have a limited effect onairline costs. We will be carrying out
further work in this area in producing the whitepaper, which will inform thinking on possible
charging strategies.

150. Further research into the effects of noise is also continuing. Following a study by theAircraft
Noise Monitoring Advisory Committee (ANMAC) into noise from arrivingaircraft, aviation
industry representatives from Heathrow, Gatwick and Stansted aredeveloping a code of good
practice for air traffic controllers, airlines and airports. This willfocus on improving adherence to
continuous descent approach procedures that reducenoise levels on the ground.

151. The Government is also researching the health impacts of noise. In 1998, DETR andDOH
established a £1million research programme over three years to look into the non-auditoryeffects of
noise on health and well-being. This is examining the effects of noise oncardiovascular health,
community mental health, insomnia and childrens learning andbehaviour. The results should be
available in 2001 and any relevant findings will informGovernment policy on noise.

Night Noise

152. In considering airport development, the effect of aircraft noise at night is likely to be amajor
concern. Night flights are often necessary to provide competitive levels of service.Long haul
scheduled flights arrive at Heathrow in the early morning period. There are24-hour charter
operations at Gatwick, and at Stansted flights carry overnight mail andother time-sensitive cargo.
Charter, mail and cargo services also operate during the nightat many other UK airports. Demand is
increasing, particularly for freight services (we lookat the issues facing the freight industry more
fully in the chapter on Air freight). Inaddition, with technological advances in aircraft design and
navigation, many aircraft areable to fly more direct routes non-stop, cutting journey times and
emissions, but arrivingearlier in the night.

153. The characteristics of aircraft noiseand its effects at night mean thatLeq tends to be less
reliable as aproxy for sleep disturbance andannoyance. We need otherindicators, such as the
relationshipbetween individual noise eventsand sleep disturbance. We coulduse footprints of the
noisiestaircraft types commonly operatingat night, along with the patterns ofarrivals and departures.
In otherwords, we would draw on theresearch into the relationshipbetween sleep disturbance
andaircraft noise to estimate the likelynumbers who may be disturbed bynight movements.

154. The underlying principle of the current night restrictions at the designated airports is
topreserve a balance between the need to protect local communities from excessive aircraftnoise at
night and the operation of services where they provide economic benefits.Successive governments
have felt that neither a ban on night flights nor unrestricted nightflying would achieve this.
Similarly, no other leading European airports have a night flyingban but all have some restrictions.

155. After extensive consultation in 1998/99, the Government announced the restrictions onnight
flying at the designated airports for 1999-2004** . The aim of the system is to encourage the use of



quieter aircraft at night. The main element is seasonal noise quotas or budgets, setseparately for
each airport and including both Chapter 2 and 3 aircraft. Most other leadingEuropean airports have
less stringent restrictions that do not address Chapter 3 aircraft.

156. Other UK airports, such as Luton, Manchester and Birmingham, have adopted voluntaryquota
count restrictions based on the London system. Other EU countries have alsorecently examined this
issue. The London system has been adapted for use at Brusselsairport and is being adopted in its
entirety at Madrid.

157. The Government has funded two new research studies on the adverse effects of night-
timenoise. They include a trial study on objective measurement of sleep disturbance in thehome
under controlled conditions, and a public attitude survey of peoples perceptions ofthe effects of
aircraft noise at night. We expect to publish both studies very soon.

Effect on land take

158. Airport development can negatively affect the natural and built environment,
includinglandscape, biodiversity, natural habitats and heritage sites. This may be particularly true
ifland is covered by a designation recognising its environmental sensitivity, for example, aSite of
Special Scientific Interest (SSSI) or Area of Outstanding Natural Beauty (AONB).Many wildlife
sites are strictly protected under international and European legislation. Anymajor new airport
development will therefore need a full environmental assessment andairports should consider the
potential to mitigate for habitat loss.

159. Airport development can also considerably affect urbanisation, both directly and
indirectlythrough related development such as housing. Airports should try to use
previouslydeveloped land and to minimise the amount of land they need. They could do this
byencouraging airlines to share user facilities and using new technologies to allow check-inaway
from the airport.

160. The regional consultation documents will examine urbanisation impacts at individualairports.

Other environmental effects

161. Other environmental effects are regulated in the same way as for other types of business.They
include waste disposal (including hazardous waste), and discharge of water intodrainage systems
and watercourses. Airports should meet regulations and aim to implementbest practice. For
example, they should look at options to re-use or re-cycle waste prior todisposal both airside and
within terminals.

162. The Government is keen that all businesses should minimise their environmental
impact,including energy and other resource consumption, and their effect on ecology and
wildlife.To that end the Government supports the use of environmental management systems
suchas ISO 14001 (established by the International Organisation for Standardisation) and theEUs
Eco-Management and Audit Scheme (EMAS) at airports. Public reporting onenvironmental issues
and independent audit are also vital to increasing public confidencein the industrys environmental
performance.

163. The Airport Operators Association will shortly be producing a manual on bestenvironmental
practice at airports. This should provide useful information for all airportsabout the main
environmental issues and should help to encourage sharing of examples ofgood practice between
airports.



Compensation and mitigation measures forenvironmental impact

164. Despite efforts to reduce the environmental impacts of aviation, a certain level will
alwaysremain. There is, therefore, a role for both compensation and mitigation
measures.Residential owner-occupiers, farmers and small businesses can claim compensation
fordepreciation in the value of their property caused by physical factors, such as noise,vibration,
smell and fumes from development of existing airports or new airports once theyhave been in use
for a year. There may also be potential for airports to mitigate for theecological or habitat loss
arising from major airport development.

165. Many major airports have, or have had, noise insulation schemes. There have been
variousstatutory schemes at Heathrow and Gatwick, both of which are designated airports for
thepurposes of Section 79 of the Civil Aviation Act 1972. Other airports have introducedschemes
on a voluntary basis or as a planning condition. There is substantial advice onthis subject in
planning policy guidance in England on Planning and Noise (PPG24).Similar criteria apply to roads
and railways.

166. Compensation measures for non-environmental impacts are discussed further in thesection on
Planning for airport development.

Role of future technology in reducingenvironmental impact

167. New technologies can help to reduce the environmental impact of aviation. It is
generallyaccepted that the threat of regulation is the major driver behind development of
suchtechnologies, except those technologies that offer improvements in fuel efficiency andhence
reduced costs.

168. Future technologies offering environmental improvements include:
» better aerodynamics;
¢ new, more efficient engine designs;
» new combustor technologies for achieving substantial reductions in emissions; and
» engine and airframe design developments to reduce noise at source.

169. Improvements may also result from advances in on-board systems and equipmentcontributing
to improved air traffic management; and operational procedures that improvefuel efficiency and
reduce noise. However, even taken together, we expect thesedevelopments to reduce but not offset
the environmental effects of forecast aviation growth.

170. The IPCC report™ forecasts, at a global level, fuel efficiency improvements of up to 2 percent
a year from engine, airframe and operational development. However, global air trafficis forecast to
grow at 5 per cent a year. Therefore, the effect on climate change willcontinue to grow. In terms of
impact on local air pollution, NOx reduction technology isbeing developed which has the potential
to reduce emissions in the landing and take offcycle. However, we need advancements in low NOx
technology to offset the continuingdevelopment and use of higher pressure ratio engines which
improve fuel efficiency butcontribute to higher NOx per unit of burnt fuel.

171. Incremental improvements in engine and airframe technology will also help to reducenoise.
Rolls Royce has set a target of reducing aircraft engine noise by 10dB, cumulative,from 1998 levels
by 2010*. This would correspond to a near-halving of the area ofcontours, assuming the reduction
applied to all aircraft at any specific airport. However,given the slow rate of fleet renewal, even



such improvements are unlikely to provide muchheadroom against the forecast growth in demand
for air travel.

172. Therefore, despite the improvements offered by incremental changes, to enable
realimprovements in environmental impact, a step change in technology seems to be required.
Questions on environmental effects

a) To what extent should the Government rely on regulation to influence noise,emissions and other
environmental effects of aviation, and to what extent areeconomic instruments or voluntary agreements
more appropriate?

b) To what extent should there be a national framework for the assessment andmitigation of noise and local
environmental effects at airports and to what extentshould the details be decided locally? For example,
should limits for aircraft noiseand/or emissions be set around airports (where they do not already exist)?

¢) If economic instruments were used to reflect the polluter pays principle, shouldsuch instruments be varied
in relation to the sensitivity of location or operatingtime (for example for night flights)?

d) Is a balance between mitigation and compensation the best approach for localimpacts? Are there further
steps the Government could take to mitigate theenvironmental effects of aviation?

e) In the long term, where should the UK concentrate its efforts in internationalnegotiations on
environmental impacts?

f) What more could be done to encourage further development of future technologiesin this field?

31 ICAO divides jet and large turbo-prop aircraft into three categories (chapters) according to their noiselevel. Chapter
2 refers to subsonic jet aeroplanes for which either the application for certificate ofairworthiness or other equivalent
prescribed procedure was carried out by the certificating authoritybefore 6 October 1977.

32 Air Transport and the Environment: Towards meeting the challenges of sustainable development COM(1999) final.
33 Kyoto Protocol, agreed in December 1997 by the United Nations Framework Convention on ClimateChange.

34 Climate Change. The UK Programme. DETR, November 2000.

35 UK Greenhouse Gas Inventory, 1990 to 1997 DETR, November 1999.

36 Communication from the European Commission on the Taxation of Aircraft Fuel COM(2000)110 final D.

37 The Air Quality Strategy for England, Scotland, Wales and Northern Ireland Working Together forClean Air DETR,
January 2000.

38 An Economic Analysis of the National Air Quality Strategy Objectives An Interim Report of thelnterdepartmental
Group on Costs and Benefits DETR, January 1999.

39 See previous footnote concerning the ANIS study (no. 16).

40 Committee on the Problem of Noise: Final Report Cmnd 2056, July 1963.
41 Designated airports are Heathrow, Gatwick and Stansted.

42 Control of noise from civil aircraft: consultation paper DETR, July 2000.

43 The Valuation of Environmental Externalities: Full Report prepared for the Department of Transportby Robert
Tinch, April 1995.

44 Night Restrictions at Heathrow, Gatwick and Stansted: A Guide to the Winter 1999/2000 Summer 2004 Regime
DETR, November 1999.



45 Aviation and the Global Atmosphere Intergovernmental Panel on Climate Change, 1999.

46 Study into the Potential Impact of Changes in Technology on the Development of Air Transport in the UK prepared
for the DETR by Arthur D Little Ltd, December 2000.



Chapter Seven: Airports

Airport capacity

173. In considering the future of the aviation industry we need to think about how to make thebest
use of out airport capacity, as well as if, when, where and how to provide newcapacity. This section
concentrates on managing capacity. Consultation during this yearhas considered what methodology
should be used when assessing options for additionalcapacity. We published the results of that
consultation in November 2000*". Options andpackages for additional capacity will be the subject
of the separate consultation documentson each region of the UK next year.

174. There are several possible ways ofmanaging airport capacity:
» through allocation of runwayslots;
« redistributing air traffic;
» encouraging certain types oftraffic;
« substitution between differentforms of transport; and

¢ making greater use of improvedtechnologies.

Slot Allocation

175. At a general level, the provision and management of available airport slots largely dictatesan
airports capacity.

176. The slot allocation regime at congested airports has been governed by a Europeanregulation®®
since 1993. The regulation enshrines the IATA principle of the right ofhistoric precedence. Under
this principle, an airline that holds a slot in one operatingseason has first claim on it in the next
equivalent season, and indefinitely thereafter. Thisis known as grandfather rights. At congested
airports, such as Heathrow, the overwhelmingmajority of slots are claimed on this basis each
season.

177. The declared objectives of the European Regulation are to:

e ensure that where demand for slots exceeds supply, allocation is undertaken in aneutral, transparent
and non-discriminatory way; and

» promote liberalisation, and facilitate competition and entry into the market,particularly on intra-EEA
routes.

178. Analysis carried out by the CAA* suggests that the second objective is not being met atthe
most congested European airports. A primary factor in this is the lack of availability ofslots,
particularly at peak periods.

179. Under the current system there is little if any incentive for airlines to surrender slots.
Theregulation does not permit them to sell slots, although they may exchange them with
otherairlines. However, it is generally recognised that a grey market already exists,
whereexchanges of slots between airlines are accompanied by financial or other considerations.In
1999, the High Court decided that where two carriers exchanged slots, the co-ordinatorwas not
required to consider whether money may have changed hands as part of the deal™.



180. In the absence of major new infrastructure, the only slots available tend to be the fewcreated
by small-scale incremental increases in capacity. This shortage of slots may affectthe viability of
new services. A carrier wishing to establish a new short haul service isunlikely to be able to obtain
enough slots to operate a commercially viable service, andlong haul services may have to be
offered with one rotation a day or fewer. This may notbe in the best interests of the travelling
public.

181. Incumbent airlines may be able to start up new services, or increase frequencies on
existingones, by shuffling their existing portfolio of slots, and by swapping with other
incumbents. This has accelerated the trend to reassign slots at major airports to the most
profitableroutes. These are mostly the intercontinental routes and others with high volumes
ofbusiness passengers. This may mean that on thin routes (including many domesticservices),
services primarily aimed at leisure travellers and all-cargo services might bereduced or squeezed
out of the most congested airports. For example, during the 1990sBirmingham, Guernsey,
Inverness and Liverpool lost their services to Heathrow andtherefore lost access to its worldwide
network of routes. Frequencies have been reduced onother domestic routes out of Heathrow, such
as Teesside and Leeds Bradford, and there hasbeen a considerable reduction in dedicated freighter
movements and business aviationactivity at Heathrow.

182. If demand for air traffic cannot be met at its preferred airport, there are several responses.The
demand may be suppressed, which may bring negative economic effects. It may bemet by another
form of transport, but only relatively short air trips are readilysubstitutable. Or it may relocate. If
this is to another UK airport, then the economicbenefits are not lost to the UK, and it may be
locally beneficial. But some types of trafficwill choose to move to continental airports, with a
potential loss to UK airlines and to theUK economy in general. Capacity constraints may also
encourage the use of larger planeson current routes. The relative environmental effects, in terms of
noise and emissions inparticular, would depend on age, engine and design of the aircraft.

183. The Government has said that it may be time to consider the benefits that the right othistoric
precedence offers. Clearly it is important that any system of slot allocationprovides airlines with
sufficient confidence in future allocation arrangements to invest inand develop routes. Grandfather
rights give such confidence to incumbents, but may alsohave anti-competitive effects. We think
that it is appropriate to review the steps necessaryto produce fair competition and promote the
interests of the consumers.

184. In order to make the most efficient use of capacity, a market in slots might be created.
Oneelement of this could be the auctioning of pool slots. In the absence of time limits
ongrandfather rights, this would essentially mean newly created slots. But if there was arecycling
process, the pool would be larger and would hold more peak-period slots.

185. Some have suggested that at least the majority of the revenue from auctioning slots
shouldaccrue to the Government. This view is based on the fact that the value of a slot isprimarily
generated by its scarcity value, rather than by anything the airline holding it hasdone. The
Government has yet to take a view on how proceeds from such an auctionmight be used.

186. Additional efficiency could come from legitimising the buying and selling of slots. It
isrecognised that the additional lubrication to the system provided by the grey market inslots, is on
the whole desirable. But because closed deals are struck between two players,they do not deliver
the full competitive benefits of an open market.

187. An open and transparent market in slots would encourage airlines to consider whetherthey
genuinely needed to occupy slots at a congested airport or whether they couldrelocate their service.



It may also provide an opportunity for new entrants to get into themost congested hub airports. It is
argued that this may favour airlines with the greatestability to pay. However, it seems likely that
each airlines bid would be conditioned by therevenue it anticipates from that service. The result
could be greater competition betweenmajor airlines on certain routes, but with some routes being
displaced to less congestedairports.

188. It is argued that a market in slots could accentuate the trend towards squeezing thindomestic
routes out of the principal hub airports. However, at present a carrier wishing toextend its route
network must generally find the necessary slots from within its existingslot portfolio. Domestic
routes may therefore be at greater risk under existing conditionsthan they would be under a regime
that permitted slot auctioning and trading.

189. The Government believes that the establishment of a transparent market in slots would bea
means of improving the use of a scarce resource. We intend to press for this principle tobe reflected
in the European Regulation, so as to allow secondary trading of slots betweenair carriers and the
auctioning of new and recycled slots. But we recognise that unfetteredtrading might have
undesirable consequences and we might need to incorporate safeguardsinto the system. These could
include:

e arequirement for traded slots to be returned to the pool after a certain number ofyears;

» powers for slots to be protected for services to and from peripheral or developmentregions, and to
prevent them from being traded away from that route;

» provision for parties other than airlines (such as local authorities) to secure slots andfranchise their
operation; and

¢ measures to supplement general competition law to prevent carriers exploiting themarket in slots for
anti-competitive purposes or to abuse a dominant position.

190. Questions arise about where and how environmental considerations might be fed into theslot
allocation process. It is possible that the slot allocation regime could be adjusted toreflect them.
The European Commission raised this as an issue in its proposal to revise theslot allocation regime,
issued in July 2000. It suggested that airlines might be preventedfrom substituting less
environmentally friendly aircraft than they currently use in anygiven slot. But this might seriously
affect the ability of carriers to respond to changes inmarket conditions.

Redistribution of Air Traffic

191. In examining the use of any given level of future airport or airspace capacity, we
couldconsider measures to redistribute air traffic.

192. The main regulatory mechanism for redistributing traffic would be the imposition of
trafficdistribution rules (TDRs). TDRs would have to be used in line with the rules on non-
discriminationand other requirements of the EC Market Access Regulation’'. TDRs applyto the
London airports and in Scotland. The current London TDRs, which date from1991, restrict the use
of all-freight services and business aviation at Heathrow and Gatwickduring peak hours. However,
nothing in the legislation prevents a positive rule that mightstate that a particular type of air traffic
could only use one particular airport. Moreextensive use of TDRs would be a significant
intervention in the market. There wouldneed to be clear net benefits to the efficient operation of the
aviation market in the UKas a whole, to offset any disadvantages to operators and customers.

193. An alternative mechanism for redistribution might be the introduction of higher chargesat
congested airports. The scope for action is limited. Both ICAO guidelines and theUKUS bilateral



agreement Bermuda II emphasise that the charges that airports levy onairlines should be limited, in
broad terms, to the recovery of the costs of providing facilitiesand services to airport users plus a
reasonable return.

194. At present most airports operate a single till, whereby profit from retail and other on-
siteactivities by airport operators is taken into account when calculating how much to
recoverthrough airport charges. This is not a statutory requirement, but flows from
ICAOguidelines. The Monopolies and Mergers Commission (now the CompetitionCommission), in
its 1996 review of the BAA London airports, concluded that charges atthese airports are, as a result,
significantly lower than the cost of providing facilities andservices to airport users.

195. In its preparation for the next quinquennial reviews of the BAA London airports
andManchester Airport, the CAA intends to initiate a fundamental debate on the advantagesand
disadvantages of adhering to the single till principle. It is concerned that the single tillmay distort
investment priorities and incentives, and have the perverse effect of reducinguser charges at
congested airports where the natural market response would be to increasethe price of use.

196. The UK and a number of other countries argued strongly at a recent ICAO conferencethat
there should be flexibility to move away from the single till under certaincircumstances. The ICAO
secretariat will carry out further work on the subject followingthe Councils endorsement of the
report of this conference.

197. Charges might have to be very much higher than the current, cross-subsidised levels tocause a
significant redistribution of traffic. DETRs Air Traffic Forecasts 2000 include asensitivity test
which indicates that a 50 per cent increase in all airport charges would resultin a 7.5 per cent
reduction in total demand. However, this does not indicate the effects ofraising charges selectively
at particular airports, or the impact on particular types of traffic.

198. A more targeted option might be for airport operators to implement differential scaleswithin
airport charges. This could encourage particular types of traffic to use off-peak hourswhere
possible. The price mechanism could also be used to persuade traffic to opt for oneairport rather
than another. To some extent, this will happen through the free play of themarket, as airports
compete for traffic. But it can be argued that a more proactive approachfrom Government might be
needed. The application of levies at congested airports couldalso help to ensure that the aviation
industry covers the additional external costs ofcongestion. There is, however, an internationally
accepted provision in the ChicagoConvention that aviation should not be taxed simply to enter, exit
or travel throughnational airspace.

Encourage Certain Types of Traffic

199. Alternatively the Government could choose to encourage certain types of traffic overothers.
One of the policy objectives in the 1985 airports white paper’” was to support theleading position of
Heathrow and Gatwick among the worlds major international airportsand interlining centres. Some
have suggested that the reference to interlining orconnecting traffic is no longer appropriate given
the shortage of capacity, and thataccommodating point to point traffic should be the priority.

200. A recent study by the CAA™ concluded that the economic case for favouring eitherinterlining
or point to point traffic at congested airports was not clear. Connecting trafficbrings clear benefits
to UK airlines by enabling them to offer more services to moredestinations, to spread risk and to
compete more effectively with foreign airlines. The greateroutput of UK airlines may generate
benefits for the UK economy. For UK passengers, theeffects are mixed. The benefits of more
services may be offset by the inability to use their firstchoice airport. In practice, however, the



Government has little scope for encouraging ordiscouraging such traffic, since much depends on
carriers commercial policies.

Substitution Between Different Forms of Transport

201. Transfer of a significant number of short haul air passengers to other forms of transportcould
help to free slots at congested airports. However, we need to consider the economicand
environmental effects of substitution between different forms of transport, as well aspassengers
willingness to substitute. We discuss this issue further in the section onIntegrated transport.

202. If the Government decided to encourage transfer from air to an alternative form oftransport for
short journeys, one possibility would be to introduce a TDR prohibiting useof the main hub airports
by services of less than a certain journey time. The EuropeanCommission has suggested that routes
where adequate surface links exist should receivelower priority in the slot allocation process. This
could have significant implications forconnecting traffic and for those parts of the country which at
present rely heavily ondomestic air services for such connections.

Capacity at Regional Airports

203. DETRs regional consultation documents, which will be published next year, will be basedon a
series of regional airport studies. These provide information on the forecast demandfor additional
airport capacity in specific regions. They appraise the economic,environmental and social impacts
of a range of levels of capacity and varying distributionsof capacity between airports, to consider
the best use of capacity in each region.

204. The study of airports in the south east and east of England will consider whether
theGovernment should encourage growth at regional airports in order to cater for some of
thedemand currently met by south east airports, bearing in mind that some 80 per cent of
allpassengers who end their journey at Gatwick and Heathrow airports have a finaldestination in the
south east.

205. The regional airport studies have appraised four different national policy scenarios ineach
region:

« continuation of current trends;
» constrained growth;
» facilitating growth; and

» south east capacity constraint.

206. The continuation of current trends scenario is intended to provide a baseline againstwhich
other scenarios can be evaluated. It broadly assumes that the existing aviation,environmental and
fiscal policies remain in place, that current commercial trendscontinue, and that increasing market
maturity leads to gradually declining rates of growthin the demand for air travel over the next 30
years.

207. The constrained growth scenario assumes the imposition of strict constraints on
airportcapacity, either throughout the UK or with growth permitted only at a limited number
ofairports where the environmental impacts of expansion would be comparatively small.
Thescenario also assumes the introduction of fiscal measures to suppress demand.



208. The facilitating growth scenario assumes a policy stance of catering for, and in somerespects
positively encouraging, the anticipated growth in demand. It assumes strongeconomic growth, the
adoption of fully open skies policies, a benign fiscal climate, noconstraints on capacity at any UK
airports and the ready availability of capital for thenecessary investment.

209. The south east capacity constraint scenario assumes strict constraints in the south east
ofEngland, with no new terminal or runway capacity at any of the major London airportsabove
what is already envisaged in the land-use planning system, but with no constraintson the growth of
regional airports.

210. Further details of the implications for each of the major regional airports, and of the localand
regional impacts, will be set out in the regional consultation documents.

Role of Future Technology

211. New technologies may offer substantial efficiency improvements at many airports, helpingto
increase capacity on the runways and within the airport terminal. The potential benefitof future
technology in reducing environmental impacts is addressed in the chapter onEnvironmental effects.

212. Better use of runway capacity may be achieved through use of aircraft surface
managementsystems. These may improve efficiency by reducing taxiing times and ensuring the
timelydelivery of departing aircraft to the runway. To date, these systems are only concepts
andEuropean studies are currently developing demonstrator models. Their
implementationtimeframe is therefore long term. However, BAA has been participating in a study
atHeathrow airport and initial results have shown that taxi times can be successfullyreduced, saving
time and also reducing fuel burn and therefore emissions. BAA isreviewing the possibility for
similar initiatives at its other airports.

213. New technologies may also offer benefits to airborne movement rates at airports. Technologies
that reduce, or give warning of, wake vortex effects, could increase runwayutilisation through
reduced aircraft separations whilst maintaining safety. But such systemsare still at the research
stage. An arrivals management system (AMS) could also optimisetraffic flow in and around the
airport, increasing runway rates and reducing time spent inthe holding pattern. There are several
research centres across Europe involved in thedevelopment of arrivals management and associated
tools. At present, such systems are atthe prototype stage with a few basic systems starting to be
deployed, for example atFrankfurt airport. Departure management systems (DMS) follow a similar
approach,optimising the spacing and ordering of the outbound traffic. It is expected that DMS
willbe developed after AMS and implemented in the medium to long term.

214. Further benefits may be obtained from satellite-based precision guidance systems thatcould
allow a higher frequency of departures per runway, and the simultaneous use ofclosely spaced
parallel runways. The potential environmental impacts of such technologieswill need to be
considered.

215. There is also intense pressure for airports to be more efficient and to provide a betterquality of
service to customers through improved ticketing, passenger management,security systems and
baggage and freight processing. Various technologies may help toimprove efficiency: e-ticketing,
which helps to make check-in more efficient, is being usedincreasingly; trials are taking place on
use of chip cards and radio frequency tags forpassenger and baggage identification which should
help to reduce transaction time; andnew screening techniques and passenger identification systems
are also being developed.IATA and ISO (International Organisation for Standardisation) common
standards arebeing developed to enable interoperability between airports and airlines.



Questions on airport capacity

a) Would it be desirable to implement new policies in order to make best use of airportcapacity? If so, what
policies should be implemented?

b) Should the slot allocation regime be adjusted to take environmental considerationsinto account?
¢) What are the arguments for and against raising the cost of using airports wheredemand exceeds capacity?

d) How can future technologies to reduce capacity constraints at existing airports bestbe used? How can the
Government and the aviation industry encourage thedevelopment of such technologies?

Airport competition and ownership

216. The Government believes that the interests of consumers are generally best served
bycompetition in a liberalised market. However, airports by their nature operate in asomewhat
different environment. The integrated transport white paper made it clear thatairports cannot be
viewed in isolation from each other. They both compete with andcomplement each other to some
extent. Each region will face specific issues in this areaand the separate regional consultation
documents will consider how each region might bebest served by its airports.

217. Competition between airports may bring indirect benefits to the travelling public, but thefirst
line customers are the airlines rather than the passengers. Whether the benefits fromairport
competition, such as improved service provision or lower airport user charges, willpass through to
passengers will depend on the competitiveness of the airline market. Airport competition must
therefore be considered in terms of impacts on both airlines andpassengers.

218. Co-operation between airports may also have a role to play. For instance, where theprincipal
airport in a region becomes congested, there may be a role for co-operation withother airports
within that region to encourage the most efficient use of airportinfrastructure and to facilitate the
financing of major investment in infrastructure atrelatively small airports, where desirable. There
may also be economies of scale, andsmaller airports may be able to draw on the skills or knowledge
of the larger airport. However, co-operation must take account of the Competition Act 1998. The
Act allowsco-operation where users can be seen to benefit, but it prohibits agreements and
practicesthat might affect trade and prevent, distort or restrict competition. It also prohibits
theabuse of a dominant position. Any direct cross-subsidy should be avoided.

219. The Chancellor announced in the 1999 Budget that the Deputy Prime Minister
wouldundertake a review of competition in the airports sector. The objective was to considerhow
best to further the long term interests of UK airport users and the travellingpublic. The conclusions
of the review were announced in the pre-budget report inNovember 2000.

220. As the BAA London airports handle the great majority of air traffic passing through theUK, an
important consideration was whether separating the ownership of these airportswould generate
competition between them and deliver passenger benefits. The conclusionwas that the scope for
such competition was currently constrained by the lack of unusedcapacity in the system, and by the
planning regime, which means that decisions onwhether there should be substantial new airport
infrastructure in south east England will inpractice be a matter for Government. If the BAA airports
were in separate ownership atpresent, it is unlikely that they would be able to compete more
vigorously for new trafficthan they already do. The Government has therefore decided that for the
time being itwill not pursue further the possibility of breaking up BAA.

221. The review did conclude however, that the existing economic regulatory regime should
berefined and that the creation of a transparent market in slots at the most congestedairports would



bring significant passenger benefits. We will work with the CAA to developmodifications to the
current regulatory regime to improve incentives for timely investmentand improved quality of
service.

222. The CAA produced a paper in July 2000 on what might be done within the existinglegislative
framework. The options include abolition or adjustment of the single till, underwhich revenues
from non-aeronautical activity at an airport are used, in effect, to subsidiseairport user charges. The
boundaries of the price cap might also be adjusted, to includeservices provided on a monopoly
basis and to exclude those where there is competition.We might also consider the possibility of
bringing competition into more areas of serviceprovision. The Government will provide input into
the CAAs review process.

223. The Government has also identified several possible proposals for change that would orcould
require changes to primary legislation:

» permit the CAA, rather than the Competition Commission, to undertake aninvestigation before they
set the price cap, the Competition Commission assuming anappellate role;

» give the CAA concurrent powers with the Director General of Fair Trading to enforcegeneral
competition law (Competition Act 1998 and monopoly provisions of the FairTrading Act 1973) in
the airports sector;

» give the CAA a new primary statutory duty to promote the interests of consumers;

e give the CAA reserve powers to set minimum quality of service standards where itconsiders that
either an airport or its users are acting unreasonably in failing to reachvoluntary agreements, and
introduce financial penalties for failing to comply with these;

e extend the period for which the price cap is set to perhaps 10 years, to reduceregulatory risk; and

» allow long term contracts between airlines and airports for the provision of dedicatedinfrastructure
to fall outside the price cap for the duration of the contract.

224. Competition between airports is not limited to airports within the UK. For a proportion
ofpassengers, the major European airports are competitors with the major UK hubs for
manydestinations. Some 1.5 million passengers a year start an air journey from a UK airportoutside
south east England and make an onwards connection at an overseas airport™*.Further information on
the impacts of the development of continental airports is includedin the section on International
context.

Questions on airport competition andownership

a) Does the current economic regulatory regime for airports properly safeguard againstabuse of position?
Does it provide the right signals to the airport about timelyinvestment? How might it be improved?

Planning for airport development

225. Expansion of an existingairport or development of anew site is likely to have amajor effect on
surroundingareas. Airports have thepotential to create considerabledevelopment pressures.
Theseare not only in respect ofairport operations themselves,but also through wider effects.In
particular, there may beincreased demand for housing,schools, hospitals and otherservices to
support additionalemployees and their families,as well as pressures associatedwith secondary
employmentstimulated by the airport. Newand expanded surface accessfacilities may also be
needed.



226. Airport expansion or development of a new site may result in increased demand for
thedevelopment of greenfield sites. The Government is seeking to protect the countrysideagainst
unnecessary development and to promote an urban renaissance by encouragingnew development to
take place on previously-developed land in existing towns and cities. The white paper on rural
policy in England, Our Countryside: the Future: A Fair Deal forRural England, and the white
paper on urban policy in England, Our Towns and Cities: The Future. Delivering an Urban
Renaissance, both published in November 2000, give moreinformation. The Government has set a
specific target that by 2008, 60 per cent ofadditional homes should be built on previously-
developed land and through conversion ofexisting buildings. Airport development needs to be
planned in a way which does notundermine these objectives and, wherever possible, supports them.

227. Land-use planning is essential to ensuring that future development of airports issustainable.
Before decisions can be taken about development of additional airportcapacity at new or existing
sites, the full impact needs to be assessed, in terms of economic,environmental and social
consequences. We need solutions that integrate the impact ofthe airport development with its
implications for commercial development, housing,services and surface transport access.

228. At regional level in England both the new regional spatial strategies, Regional
PlanningGuidance (RPG), and the Regional Development Agency (RDA) strategies have a
majorrole to play in planning airport development. RPG and RDA strategies are intended to
bemutually reinforcing and both should take account of national airport policy. Equally,objectives
set out in RPG and RDA strategies should be taken into account whenconsidering major airport
development. Decisions about the timing of airport developmentalso need to link with the
objectives for infrastructure provision set out in RPG, regionaltransport strategies (which are an
integral part of RPG), local authorities developmentplans and local transport plans.

229. In Scotland, decisions about airport development should similarly link with the
nationalplanning policy guidelines, structure and local plans and local transport strategies.Decisions
in Wales should link with development plans and local transport plans. InNorthern Ireland,
decisions will need to link with regional development strategies andregional planning policy
statements.

Handling of Major Projects

230. It takes far too long to process major projects through to a decision. The process is
lengthy,unwieldy and expensive for all concerned. That is why the Government published
aconsultation paper in 1999 on streamlining the processing of major projects through theplanning
system in England®®. This was part of the modernising planning agenda. Itfocused on projects of
national significance, such as new or expanded airports. The purposewas to cut unnecessary and
costly delays in decision-making whilst continuing to ensurethat people have an adequate
opportunity to contribute their views.

231. One of the proposals in the consultation paper was that statements of national policyshould be
published before major projects were considered in the planning system. Thesewould set a clear
national policy framework for the consideration of specific projects andthereby avoid unnecessary
speculation and debate at subsequent planning inquiries.

232. The air transport white paper could provide such a national policy statement for
airportdevelopment. Consequently, subsequent revisions of RPG, or national planning
policyguidelines in Scotland, and structure and unitary development plans in the relevantregions
would need to reflect this.



233. In advance of the air transport white paper, consideration of airport matters shouldcontinue to
take account of policies set out in the integrated transport white paper, as wellas existing planning
and airport policy.

Planning and The Environment

234. The planning system has an important role to play in controlling and mitigating
theenvironmental effects of airport development. These include effects on natural
habitats,biodiversity, noise levels and pollution.

235. Airport development may be constrained by statutory and non-statutory designationswhich
protect:

« the openness of the countryside (such as Green Belts);

e the beauty of the landscape (such as National Parks, Areas of Outstanding NaturalBeauty and
National Scenic Areas in Scotland);

« sites of nature conservation interest (including SSSIs and international sites, such asspecial areas of
conservation, special protection areas and Ramsar sites); and

« sites of historical or archaeological value (such as scheduled ancient monuments).

236. Planning policy guidance in England on Planning and Noise (PPG24) also guides
localauthorities on the use of their planning powers to limit the adverse effect of noise.This
includes policies on the location of housing and other noise sensitive types ofdevelopment, such as
schools and hospitals. For major airports, noise contours have beenproduced for many years to aid
development control. In Scotland, guidance on planningand noise is contained in the Scottish
Executive Development Department (SEDD)Circular 10/99 and Planning Advice Note 56. The
Government published PPG24 in 1994and we have no immediate plans to revise it. Nevertheless,
there is now an accumulationof experience in following its principles in respect of developments
near airports, and wewould be interested to know how fully the guidance assists local authorities in
formulatingdevelopment plans and assessing applications.

237. The role of planning conditions in controlling and mitigating environmental effects couldbe
extended further by setting environmental capacity limits at airports. Specific limits onlocal
environmental impact, such as noise or local air pollution, could be specified. Theairport would
then be bound by these limits. This would then give airport operators thefreedom to operate as
efficiently as possible within those limits, thereby encouraginginnovative solutions to
environmental problems associated with airport development.

238. Some airports are already pursuing this idea. For example, Luton airports developmentbrief,
published in February 2000, proposes the use of environmental capacity limits. Thebrief explains
that setting limits in this way enables airport operators to use their ingenuityto operate at the
optimum level for their business.

Working With The Local Community

239. Many commercial airports have set up consultative committees which aim to provide
aneffective forum for discussion of aspects of the development or operation of an airport thataffect
the people living and working in the surrounding area. In 1987 the Governmentpublished
guidelines on how these committees should operate™. Committees shouldpreferably be
independently chaired and should ensure a fair representation of the fullrange of local interests. The



guidelines do not refer to representation of regional bodies oncommittees. It remains the
Governments view that these committees are a useful andimportant way of ensuring that local
communities and airports work together. It may betimely to update and reissue the guidelines on
their operation.

240. Several airports are also beginning to develop informal and legal agreements with theirlocal
communities on specific matters, in particular environmental issues. For example,Manchester and
Birmingham airports have entered into wide-ranging legal agreementswith their local authorities.
BAA is progressing its Contract with the Community approachat its airports (called Programme
Towards Sustainable Business at Heathrow). Whenairports bring forward individual planning
applications they will continue to bedetermined in accordance with the relevant local authority
development plan. TheGovernment supports initiatives such as these that aim to improve relations
between anairport and its local community.

Compulsory Purchase and Compensation

241. All major airports have compulsory purchase order powers for the acquisition of land. Theyare
authorised to use them only with Ministerial consent and only when to do so is in thepublic interest.
Where land has to be compulsorily purchased, landowners are entitled toclaim compensation on the
basis that applies generally.

242. Compensation may also be available for losses suffered during the construction period andfor
the depreciation in value of a property caused by physical factors such as noise,vibration, smell,
fumes, smoke, artificial lighting and the discharge of any solid or liquidsubstance.

243. The Government is currently reviewing the laws and procedures relating to
compulsorypurchase and compensation. The Compulsory Purchase Policy Review Advisory
Grouppublished its final report, Fundamental Review of the Laws and Procedures relating
toCompulsory Purchase and Compensation, in July 2000 for comment. The report recommendsthat
compulsory purchase and compensation legislation be consolidated, codified andsimplified. It
makes many other recommendations designed to speed up and simplifyprocedures and make the
process fairer. The report represents the advisory groupsrecommendations. The Government
expects to publish its policy paper, informed by thereport and the comments on it, in the new year.

244. As the new framework for air transport will look 30 years ahead, it may be possible for it
tooffer different opportunities for compensation. Statutory compensation requirements maybe
supplemented by voluntary initiatives to compensate for or mitigate the effect ofsignificant airport
development. Possible measures could include voluntary property buyoutschemes on more
attractive terms. These might be as well as, or instead of, statutoryarrangements or further measures
to mitigate impacts. Such measures should be formulatedand agreed with the local community.

245. Local planning authorities may also seek financial contributions from developers to offsetthe
costs of, for example, servicing new development. They do this under an arrangementknown as
planning obligations or section 106 agreements. The Government will beconsulting about proposals
for the reform of planning obligations, including the possibilityof charging impact fees that would,
to a greater or lesser extent, reflect the wider costs ofdevelopment. If the Government were to
pursue the impact fee concept, then it might beone way of mitigating the local effects of airport
development.



Questions on airport planning

a) Do you consider that the guidance in PPG24 on noise sensitive development nearairports is easy to
understand and interpret? Has the guidance achieved its objectives?

b) Could the concept of environmental capacity limits be applied successfully to UKairports? How would
limits be set? Would these be alongside or instead of limits onpassenger throughput?

¢) Would it be useful to update and reissue the guidance on the operation of airportconsultative committees?
Would it be desirable to include representation of regionalinterests on committees at larger airports?

d) Should the Government encourage a system of voluntary environmental agreementsbetween airports,
airport users and local interests, which could provide an agreedframework for development and complement
the statutory role of the planningsystem?

¢) How should people best be compensated for the environmental impact of airportson their local area?
Should the Government encourage greater use of voluntaryarrangements to compensate for, or mitigate the
effects of, significant airportdevelopment?

Integrated transport

246. Major airports have the potential to become transport hubs, bringing together severalforms of
transport to provide efficient interchanges. They need to be well served by surfaceinfrastructure,
integrated within the existing infrastructure as far as possible, and plannedin order to minimise
environmental impact. The provision of such an integrated system,including a good transport
information system, will benefit customers and the communitysurrounding an airport by reducing
congestion and pollution, and making transfersbetween different forms of transport easier.
However, such hubs also risk attracting moretraffic to already congested areas.

247. In July 2000 the Government published Transport 2010: The 10 Year Plan, which set outplans
for substantially increased spending of £180 billion over the next ten years tomodernise our
transport system. Although the plan focuses on land transport, it includesimprovements in surface
access to airports. It recognises the importance of airports astransport hubs. It also recognises the
challenges posed by the projected growth in passengerand freight traffic through airports. The plans
aims include addressing the problems ofcongestion and pollution. The Government would like to
see a higher proportion of journeysto airports being made by public transport. This would help to
combat traffic congestion andreduce local air pollution and greenhouse gas emissions that cause
climate change.

248. Many airports have already begunto develop good surface accessschemes. Specific
developmentsinclude the Heathrow Express, theGatwick Express and the newLuton Parkway
station. Severalmajor new projects for improvingaccess to airports are likely tocome forward in the
future,subject to the completion of anynecessary statutory procedures:

» anew transport interchangeat Manchester Airport whichwill include a new bus andcoach station and
anexpanded railway station;

» an extension of theDocklands Light Railway toLondon City Airport;
» an interchange betweendifferent forms of transport atBirmingham InternationalStation; and

» the FASTWAY dedicated bus priority network serving Gatwick.

249. All local authorities in England and Wales are required to develop local transport plans.These
plans will run for five years and provide integrated transport strategies for the localarea. The
integrated transport white paper set out the requirement for all airports inEngland and Wales which



have 1,000 or more scheduled and charter passenger airtransport movements per annum to establish
and lead an Airport Transport Forum (ATF).Forums should have three specific objectives:

» to draw up and agree challenging short and long term targets for increasing theproportion of
journeys to the airport made by public transport;

e to devise a strategy for achieving these targets an Airport Surface Access Strategy(ASAS) which
will feed into local transport plans; and

e to oversee implementation of the strategy.

250. It is hoped that surface access strategies will improve integration and widen the choice
oftransport options for travel to and from local airports. Airports need to work closely withthe local
authority in preparing these strategies. In July 1999, DETR published guidance toairport operators,
their potential partners and other interested organisations, on setting upATFs and the scope, content
and handling of ASAS’’. DETR later published a bestpractice guide, Airport Transport Forums
Good Practice Guide, in April 2000.

251. In Scotland, both local transport strategies and regional joint strategies should addressairport
access issues in their consideration of wider local and regional transport problemsand opportunities.
The Scottish Executive will issue guidance on the establishment androle of ATFs. Similarly, in
Northern Ireland, local transport plans should address theseissues. The Department for Regional
Development is preparing a regional transportationstrategy as a strategic framework for the future
development of local transport plans.

252. The success of schemes to improve surface access to airports will be reliant upon effectiveco-
operation between a range of service providers. The integrated transport white paperstated that the
Government expects the aviation industry to help pay for improvements tosurface access. How
much the industry provides should reflect the extent to which itbenefits from the improvements.

253. In 1999, the Deputy Prime Minister issued new instructions and guidance to the Directorof
Passenger Rail Franchising, asking for better integrated transport measures, both withinthe rail
network and between rail and other forms of transport through re-negotiation ofthe terms of
franchise agreements. In June, the shadow Strategic Rail Authority (SSRA)set out an indicative
map of likely future rail franchises. The map included an indicativeAirport Express franchise based
on the current Gatwick Express franchise but this couldalso include Stansted Express and a
marketing link with Heathrow Express.

254. As part of its work supporting SERAS, DETR, in conjunction with the SSRA,commissioned a
study to examine the scope for developing rail links between Londonsprincipal airports. The study
concludes that a relatively small number of passengers arelikely to wish to transfer between
London airports and that this market would not be largeenough to support investment in new direct
inter-airport rail services or infrastructure.However, such schemes would be more successful where
new rail services or infrastructurecould be provided as part of a co-ordinated approach,
incorporating the much larger non-airportmarket and providing access for local passengers.

255. The SSRA are also conducting a study to identify a network of rail links and
interchangeswhich would allow passengers to travel from any part of south east England to any
ofLondons major airports, either directly or with only one change. The study focuses on thenext 10
years, but it will also provide a useful framework for assessing requirements thatmight arise from
longer term development of airports in the south east. As such this workwill also provide an
important input to the south east regional airports study.



256. Not only do we need to consider rail links to and from airports, but also substitutionbetween
different forms of transport. Air travel provides a unique service for long distancetravel. But for
shorter journeys, alternatives such as rail may be possible. This could help tofree up runway slots
and airspace that could be used for longer journeys. There may also besome environmental
benefits.

257. The Channel Tunnel rail link provides competition on the LondonParis andLondonBrussels
routes. Since the Channel Tunnel opened, air passenger numbersbetween London and Paris have
fallen. However, this has not been fully translated into asimilar reduction in air traffic movements
and there is evidence that operators areswitching to smaller aircraft.

258. Other European countries have encouraged substitution. For example, in July 1998 theairline
Lufthansa and the railway company Deutsche Bahn AG signed a memorandum ofunderstanding to
transfer short-haul routes from air to rail once new high speed rail routesare in operation in
Germany. Lufthansa hopes the new initiative will help to free up slotsat Frankfurt airport for
longer-haul flights. The USA and France have also reached anagreement under which US and
French airlines are able to offer passengers services thatinclude a connection by rail or another
surface form of transport within the other country.

259. The SSRA has commissioned a study into the scope for high speed rail to replace airservices
on specific domestic routes to London and its airports™. This examined routespotentially served by
four main high speed rail links in the UK. It found that proposedimprovements to high speed rail
services might result in some transfer of traffic. Thepassengers likely to transfer were concentrated
in the leisure and city centre to city centremarkets. With the exception of Manchester-London, the
numbers transferring would bemarginal and decrease with distance from London. Perhaps more
importantly, the scenariosconsidered indicated that numbers of passengers likely to substitute from
air to rail wouldnot be sufficient to affect fundamentally the viability of air services. Continued
growth indemand for air travel would mean that, over time, new air passengers would replace
anypassengers transferring to rail.

260. The Commission for Integrated Transport has commissioned a further study into
thecomparative environmental effects of rail and short haul air travel. This study should
beconcluded in 2001 and will help to inform policy developments in this area.

Questions on integrated transport

a) Is there anything further that the Government or the aviation industry can do toencourage increased public
transport use to access airports, and to encourage greateruse of airports as inter-modal hubs connecting
different forms of transport?

b) Should surface access connections to airports be regarded as essential componentsof airport development
and approval for any new capacity be made conditional onappropriate connections being provided?

¢) What are the best mechanisms for bringing together the various interested agenciesin order to establish
the best surface access connections?

d) What are the likely costs and benefits of substitution between short haul air traveland rail, for example
between London and major regional centres? If the benefitsoutweighed the costs what could the Government
do to encourage substitution?

47 The Appraisal Framework for Airports in the South East and Eastern Regions of England DETR,November 2000.
48 Regulation EC 95/93.

49 The First Five Years of the European Single Aviation Market CAP 685, CAA, June 1998.
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Chapter Eight: Airspace

Role of air traffic management

261. Air traffic management has a key role in ensuring safety and maximising airspace
capacity.Effective air traffic management may also help to minimise emissions, for example
byreducing delays and reducing the need for aircraft to join holding stacks prior to landing,and it
may also help to reduce noise around airports from aircraft approaching to land.

262. If air traffic grows as projected, air traffic management systems will face a
significantchallenge. European air traffic management will require institutional change to
separateairspace, safety and economic regulation from service provision. It will also need such
achange to compel states and service providers to meet commitments stemming fromcentrally made
political decisions and to introduce the benefits of a business approach toair traffic control (ATC),
where the supply of services keeps pace with customer needs.If ATC capacity is to have a chance
of keeping pace with forecast traffic growth,significant investment in new infrastructure and the use
of more advanced technologieswill be needed across Europe.

263. Despite best endeavours by the many stakeholders involved, experience shows that
ATCcapacity often fails to meet demand. Numerous bottlenecks exist across Europe and it
isdifficult to overcome them all. The result of any imbalance in capacity and demand is anincrease
in delays for customers and costs and inconvenience to industry and the travellingpublic. New
technology will deliver significant increases in airspace capacity and reduceflight-operating costs.
But this raises questions of how to fund investment in this newtechnology and which projects to
develop. To deliver the desired gate-to-gate service, airtraffic management increasingly needs to be
considered at the international leve. EUROCONTROL, the European Organisation for the Safety of
Air Navigation, hasprimary responsibility for this in Europe.

Role of EUROCONTROL
264. The Government is committed to:
« playing a prominent role in EUROCONTROL;

« ensuring that EUROCONTROL continues to co-ordinate and harmonise Europeanair traffic
management effectively;

e ensuring that EUROCONTROL uses its powers under the 1997 revisedEUROCONTROL
convention to improve its flexibility to accommodate new tasksand to adopt a more business-like
culture; and

« securing the European Communitys early accession to EUROCONTROL in order tomaximise
political, economic, legal and social influences in favour of strengtheningand reforming the
organisation so that it becomes increasingly responsive to the needsof European airspace users and
capable of co-ordinating an appropriate reaction by theEuropean air traffic management system.

265. EUROCONTROL has various actions in hand to reduce delays and increase Europeanairspace
capacity. It is, for example, currently implementing its air traffic managementstrategy for 2000+
which is designed to help accommodate the expected increase inaviation traffic up to 2015. The
European Commission has also suggested the need forfurther reform of European air traffic
management, and it presented a Communicationentitled Single European Sky to the Transport
Council in December 1999. TheGovernment welcomed the Commissions interest in the future of



European air trafficmanagement and is participating fully in the high level group activities
stemming fromthe communication.

266. The Government recognises that we need international co-ordination of ATCarrangements and
systems for efficient operation to minimise delays. But this raises issuesof sovereignty and co-
ordination and integration of national systems. The Governmentsupports moves to improve co-
ordination and the development of a more integrated andseamless service in Europe. But it will be
important to build on the existing framework andcapabilities of the main players.
EUROCONTROL might, for example, co-ordinate andregulate the provision of air traffic services
in Europe, acting as a facilitator of efficient,commercialised air traffic service providers. Air traffic
service providers across Europecould also work together to implement agreed capacity
enhancement plans, together withstakeholders from the airports, airlines and other interested
parties. These developmentswould require institutional reform of EUROCONTROL to separate
service provisionfrom regulation.

NATS public/private partnership

267. On the domestic front, the Government decided in July 1999 that the best way forward forthe
National Air Traffic Services (NATS) was to set up a public/private partnership (PPP).NATS is the
provider of air traffic control in controlled airspace over the UK and thenorth east Atlantic, and at
many UK airports. The aim of the PPP is to deliver a safe,modern and efficient air traffic control
system. In addition to bringing the benefits ofcompletely separating service provision from the
regulation of ATC services, it will make amajor contribution to NATS ability to deliver the UKs
major ATC projects now and inthe future. It will do this by giving it enhanced investment and
project management skillsas well as greater access to private capital for investment. This, in turn,
should provide aplatform for the NATS PPP to exploit some of the opportunities that are expected
toemerge internationally, exploiting its expertise abroad and expanding into new markets.

268. The NATS PPP should lead to better and more efficient use of airspace, the
quickerintroduction of computer-assisted tools to increase controller productivity and moreaircraft
being moved safely through our skies. This will help to keep safety-related delaysin check,
benefiting airline passengers in the UK.

269. The Government recognises that UK airspace is a relatively scarce resource and
thatarrangements for its use must be fair to all users. Under the PPP, airspace policy andregulation
will remain in the public sector and, as currently, independent of NATS. Airspace policy will
become a function of the CAA discharged through the Directorof Airspace Policy (DAP). The DAP
will continue to determine the structure andclassification of airspace in consultation with airspace
users as well as air trafficservices providers.

Military use of airspace

270. The European Commissions Single Sky initiative is also considering, among other things,the
interface between civil and military airspace use in Europe and how to initiate closerco-operation to
maximise use of airspace. The Government would like to encourageuniform implementation across
Europe of the flexible use of airspace concept (FUAC),whereby contact between civil and military
control agencies is so close that civil use ofairspace allocated for military purposes is enabled
safely when there is no military activity.

271. In the UK there is an excellent working relationship between the Directorate of
AirspacePolicy of the Civil Aviation Authority, the RAF and NATS. This has resulted in the
fullimplementation of the FUAC. This enables airspace to be used effectively, safely and



asexpeditiously as possible. All parties are taking every care to ensure that the relationship
ispreserved once the PPP for NATS is established.

Future technology

272. Incremental improvements in ATC operations, such as the introduction of reducedvertical
separation minima between aircraft, will enhance airspace capacity whilst notcompromising safety.
But such improvements will be unlikely to satisfy forecast capacitydemand in the medium to long
term. If growth continues, more fundamental changes willbe required to the way ATC is delivered,
so that systems for controlling aircraftmovements, both on the ground and in the air, can be
harnessed together to improvetraffic management whilst ensuring that safety standards are
maintained. The developmentof new concepts of operation supported by future technologies is
therefore very importantin this area.

273. Satellite navigation is one technology that has introduced new possibilities for ATC.Satellite
navigation could be a global service, and therefore all the states which have orare developing
satellite navigation systems have an interest in co-operating on theirdevelopment, operation and
regulation. In the EU, mandates have been agreed fornegotiations on satellite navigation co-
operation with the US and the Russian Federationand discussions are in progress. ICAO is also
establishing performance and operationalstandards.

274. The global positioning system (GPS) is already in operation, and the Europeangeostationary
navigation overlay service is expected to be operational by 2003. In February1999 the European
Commission also put forward proposals for a new second generation ofsatellite navigation services
known as Galileo. But there are questions over the cost,funding and security of the project, as well
as questions over the need for it when it ispossible to rely on European augmentation of GPS.

275. Many other new concepts of operation are also being developed, supported by
futuretechnologies. These include use of very high frequency (VHF) datalinks, used
tocommunicate information on a range of aircraft parameters from the aircraft to the ground; ADS-
B, which periodically broadcasts an aircrafts position and velocity and otherinformation; and other
controller tools. Many of these tools should help to bring aboutfree or direct routeing. This should
reduce the delays which occur en route, estimated toaccount for roughly half the total delays
experienced by aircraft operators due to airspacerelated problems™.

276. Introduction of such technologies relies upon standards being in place before thetechnologies
can be developed and implemented, and regulation being in place to ensuretheir timely take-up by
users and providers. The Government is already involved in thedevelopment and agreement of
standards at international level. We need to keep up theimpetus if new technologies are to be
brought to fruition. The commercial take-up of themost promising technologies also seems more
likely in a framework within which futureinvestments can be planned. Therefore, improved ATC
harmonisation, promotion ofrobust benchmarking and greater transparency may help to increase
technology take-up.

Questions on airspace

a) How might EUROCONTROL, the EU, the CAA and NATS ensure that, ifnecessary, additional (i)
airspace capacity; and (ii) air traffic service capacity, iscreated? How could the costs of this, both economic
and environmental, be minimised?

b) How might Europes air traffic services be liberalised?



¢) Are we striking the right balance in the allocation of airspace between differentclasses of user? What
changes, if any, might help in the future?

d) How should research and development efforts into new technology in air trafficmanagement be
stimulated and funded? Should the Government help to secure implementation of such technologies?

59 Study into the Potential Impact of Changes in Technology on the Development of Air Transport in the UK produced
by Arthur D Little for DETR, December 2000. Source: 4ir Traffic Management Strategy for 2000+ Eurocontrol, 1998.



Chapter Nine: Airlines

277. The main issue facing the Government inrelation to airlines is what we should do tofacilitate
the further, sustainable developmentof the UKs successful airline industry.Development should
aim, as far as possible, tomeet the needs of consumers, bring widereconomic benefits to the UK and
protect theenvironment.

278. Probably the greatest inhibition to thedevelopment of many UK airlines is the lack ofcapacity
at the London airports, especiallyHeathrow and Gatwick. Both are now so fullthat it is impossible
to develop them as true hubs, with aircraft arriving and departing inwaves thereby providing fast
connections for passengers in the way that they do at Charlesde Gaulle Airport and US hub
airports. The shortage of capacity also inhibits thedevelopment of air services. If UK-US air
services arrangements are liberalised, capacityconstraints are such that air services between
Heathrow and Gatwick and the US canprobably only be increased at the expense of services in
other markets.

Airline Competition

279. Government policy on airline competition was last set out formally in the 1984 whitepaper on
airline competition policy®. It said that the Governments objective was toencourage a sound and
competitive multi-airline industry with a variety of airlines ofdifferent characteristics serving the
whole range of travellers needs and strong enough tocompete aggressively against foreign airlines.
Major airlines now operate on a global scale.The Governments policy should reflect changes such
as the development of alliances,code-sharing and franchising, against the background of our belief
that the interests ofconsumers are generally best served by free and fair competition between all
airlines,whether UK or foreign-owned, in a liberalised market. Government policy also has to
takeaccount of the UKs obligations under EC treaties in the competition field.

280. These changes may lead to a concentration of power in particular markets. This ispotentially
to the detriment of consumers, but may in other respects sometimes offerbenefits to consumers. The
Governments mergers response document®' issued in October2000 recognised that a merger may
have different effects in different markets. It may leadto consumer benefits in one market through,
for example, efficiency gains or moreeffective competition, whilst leading to adverse effects on
consumers in another marketthrough a reduction in competition. When contemplating remedies in
such cases thecompetition authorities need to try to ensure that the potential consumer benefits
arenot lost.

Ownership and Control of Airlines

281. Most major airlines have now joined some form of alliance. Examples include:
e the oneworld alliance based around British Airways and American Airlines;
e the Star Alliance embracing United Airlines, Lufthansa and British Midland; and
» the Sky Team alliance embracing Delta Airlines and Air France.

282. In fact, the development of airline alliances has now reached the stage where in somemarkets
the question may arise whether the issue is competition between individualairlines or competition
between alliances and hubs.



283. The restrictions in bilateral agreements on ownership and control of airlines, which
makeinternational mergers difficult, have in part encouraged alliances and code sharing. TheUK
has revised its model air service agreement so that airlines from countries that acceptit no longer
have to be majority owned and controlled by nationals from that country.However, airlines must
have their principal place of business in that country and have anair operators certificate issued by
its authorities. In this way we maintain direct oversightof safety and flags of convenience airlines
are not able to operate. Conversely, countriesaccepting the UKs model agreement also agree to
accept airlines based in the UK whichare owned and controlled by nationals of other EU member
states. But for this generalapproach to be effective, other countries need to take a similar line. The
Government hasacted to encourage ECAC countries to adopt a similar approach.

Air Service Agreements

284. The Governments overall objective in negotiating air service agreements is to negotiatefully
liberal agreements. This would allow any airline from the UK and the countryconcerned to operate
any route between the two countries and to decide on frequency ofservice and tariff levels.

285. The Government believes that customers are best served where there is competition in
theprovision of air services. The UK has a number of effective international airlines,
soliberalisation of aviation markets benefits consumers, passengers and shippers, and,therefore, is
in the national interest. Where full liberalisation cannot be agreed, eitherbecause the right
conditions for fair competition do not exist or because the other countryfollows a protectionist
policy, the Government seeks to increase the rights of UK airlines.However, we also take into
account the benefits which services by foreign airlines maybring to UK consumers, airports and
regional economies.

286. Where full liberalisation has not proved possible, the Government has often succeeded
inagreeing unlimited flights by the airlines of both countries to and from UK regionalairports.
There has been pressure from some airports to go one step further and offerunlimited access to UK
regions for foreign airlines even if the offer is not reciprocated. Butthe Government does not
believe that it would be in the long-term interest of UKpassengers to allow foreign governments the
opportunity to establish monopoly services fortheir carriers from the UKs regional airports.

287. There has also been pressure to grant, unilaterally, fifth freedom rights®* from UK regions,to
encourage the development of long-haul services to the regions. In the interests ofretaining bilateral
negotiating leverage the Government has traditionally taken a morecautious line on granting fifth
freedom rights to foreign carriers. We normally seek rights ofsimilar value in return. But we have
been prepared to be flexible, granting fifth freedomrights from the UK regions where the wider UK
economic benefits outweigh the adverseeffects on UK airlines.

288. Open fifth freedom rights, from the London airports as well as from regional airports, isone of
the demands by the United States in our long-running negotiations with them. Itforms part of the
United States open skies template. It should be noted, however, thatthis template does not extend to
opening up their own huge domestic market to foreigncompetition.

289. There are particular issues relating to cargo airlines. These have benefited fromliberalisation
within Europe, but the great majority of UK air freight is moved to or fromcountries outside the
EEA. Further liberalisation of traffic rights to non-EEA countriesmight open up more opportunities
to UK cargo carriers and in turn to businesses andconsumers of air cargo. However, the issue of
granting foreign carriers fifth freedom rightsfrom the UK to EU destinations worries many
members of the UK air freight industry.They point to imbalances in current bilateral arrangements,
most notably between the UKand the US. Regional airports, on the other hand, and many shippers,



emphasise theeconomic benefits to business that might be expected to flow from granting these
rights.

Allocation of scarce bilateral capacity in the UK

290. The UK has procedures governing the allocation between airlines of scarce bilateralcapacity.
When the capacity available to UK airlines under a bilateral agreement isinsufficient to allow them
to operate all the services they would wish to, the capacityactually available is allocated by the
CAA following a public hearing. There is a rightof appeal to the Secretary of State, who may
uphold the CAAs decision or direct it tore-hear the case or to reverse or vary its decision.

291. The Government is aware of some dissatisfaction over the current procedures, especially
inview of the small increments of capacity being made available by some foreign authorities,which
is in part due to the lack of capacity available to foreign airlines at Heathrow. TheGovernment is
considering with the CAA how the procedures can be made to work moresmoothly within the
existing legislative and policy constraints. Radical changes to theexisting procedures would
probably require primary legislation.

The single European aviation market

292. Within the EEA a common aviation market has replaced the traditional bilateral system ofair
service agreements. It imposes no economic controls on capacity or routeing, offersminimum
regulation of fares, and makes no distinction between scheduled and charterflights. The evidence
suggests that the single European aviation market has brought clearbenefits to consumers.
However, it has also led to possible environmental costs through the use of smaller aircraft, lower
load factors on some routes and multiple frequencies. These can add to airspace congestion with
knock-on effects upon route mileage, grounddelay, fuel burn and noise.

293. Where competition has developed it has often led to substantial price reductions,increased
choice, and better value for money. In particular, it has prompted the rapidspread of low cost, no-
frills operators such as Ryanair, Easyjet and Go, particularly in theUK, and there has been a
significant shift across Europe towards commercialisation andprivatisation of major carriers.
Distortions in the working of the market may still occurbecause of anti-competitive behaviour,
overt or covert state subsidies, or lack oftransparency in providing information to consumers, and
with the prospect of the singlemarket extending eastwards, attention will continue to be directed at
making the marketmore effective.

Multilateral agreements

294. The European Commission has increasingly sought a Community-wide approach toaviation
relations with non-EU countries. The UKs view is that negotiations must beconsidered on a case by
case basis and that the Commission must demonstrate clearly theadded value of negotiating traffic
rights at Community level before Member States canconsider granting a mandate for such
negotiations.

295. The Commissions most significant proposal on external relations is that there should
beCommunity-level negotiations with the United States with a view to establishing a Trans-
AtlanticCommon Aviation Area (TCAA). UK policy is to liberalise the UK-US marketas quickly
as possible. So long as bilateral negotiations with the US represent the bestprospect of securing this
within a reasonable timescale the balance of advantage is againstgranting the Commission a full
mandate. In the longer term, however, we can seeadvantage in a TCAA which offered a free market
to all Community and US carriers andwhere the authorities role would be limited to ensuring that



competition was free and fair,that high standards of safety and security were ensured and that
consumers were assured ofadequate protection.

GATS

296. We should also consider whether it would be appropriate to bring air transport servicesfully
within the General Agreement on Trade in Services (GATS). At present, onlylimited auxiliary
services (aircraft repair and maintenance, selling and marketing of airtransport services and
computer reservation systems) are specifically included. Traffic rightsand services directly relating
to their exercise were excluded because the existing globalsystem of bilateral aviation agreements
could not be reconciled with the GATS approach.Bringing traffic rights fully within its scope
would mean in principle that each GATSmember would have to offer all other members the terms
of its most liberal bilateralaviation agreement (most favoured nation treatment).

297. It remains difficult to envisage the wholesale inclusion of traffic rights in the GATS in thenext
round, but it might be possible to consider including limited categories of trafficrights, such as for
cargo or charter services, if a suitable approach could be devised. Anapproach covering aspects of
aviation, maritime transport and overland transport of freightmight be envisaged.

298. The GATS might also provide a means of liberalising national rules on ownership andcontrol.
Widespread removal of ownership restrictions, which would require action at EClevel for member
states, would help to stimulate competition, providing airlines withaccess to cheaper capital and a
wider pool of management skills. Perhaps the most likelyarea for progress is in extending the range
of ancillary services covered by GATS. Theremay be a case for including services such as ground-
handling, which has now beenliberalised under EC legislation.

Questions on airlines

a) In the light of increasing globalisation of the aviation industry, how should theUKs approach to alliances,
codesharing and franchising meet the objectives ofsustainable development?

b) Are there particular features of the analysis of competition in the airline industrywhich might differentiate
it from other industries?

¢) Should the UK press within the EU for a change in Community policy onownership and control of
airlines?

d) Is there a case for further liberalisation of cargo services? If so, what form should ittake and what are the
main considerations?

¢) In what circumstances should we consider negotiations between major aviationblocs (such as EC/US) or
full inclusion of aviation in GATS?

60 Airline Competition Policy Cmnd.9366, October 1984.
61 Mergers: The Response to the Consultation on Proposals for Reform DTI, October 2000.

62 Fifth freedom rights: the right to fly into the territory of a country with which there is bilateral ormultilateral air
services agreement, and take on or set down traffic to or from third states.



Chapter Ten: Air freight

299. Many of the issues examined throughout this document affect both the air passenger andair
freight industries. In this chapter we look at issues specific to the operation of the UKair freight
industry.

300. Air freight (imports and exports) has grown ragidly over the 1990s. Tonnage carried by
airgrew by about 7 per cent a year over that period®. The majority of air freight comprises of:

» express documents;

» specialist machinery;

e clectronic goods;

e telecommunications equipment;

* medical and pharmaceutical products;
« textiles;

« foodstuffs; and

» photographic equipment.

301. By weight, electrical machinery (15 per cent) is the largest export category, and fruit
andvegetables (13 per cent) the largest import category®’.

302. Increasing use of international just-in-time delivery techniques, particularly in high
techgrowth sectors of the economy, suggests that demand may continue to grow at a similarlevel.
Further use of e-commerce may also increase the demand in the express sector forovernight
deliveries. The study of air freight in the UK carried out for the DETR indicatedthat unconstrained
growth is projected at a rate of 7.5 per cent a year to 2010.

303. Around 70 per cent of all air freight and parcels traffic is currently carried in the baggageholds
of passenger aircraft. The London airports currently dominate the market,particularly Heathrow
which offers a wide selection of destinations and frequent flights. The UK freight forwarding
industry is also concentrated around Heathrow, and goods arefrequently consolidated there even
when they are subsequently shipped from anotherairport. For instance, dedicated freighter loads
flown out of Stansted may be assembled inwarehouses at Heathrow.

304. There is some evidence of UK-based companies trucking goods to and from
continentalairports. Freight traffic through Brussels, for instance, has grown considerably in
recentyears. This may reflect the pressure on capacity at the principal airports of south eastEngland.
Heathrow and Gatwick both have a presumption against dedicated freighterservices operating at
times of peak congestion. At both airports this now means most ofthe day. Stansted has been the
fastest growing freight airport in Europe (in percentageterms) in recent years, but the parallel
growth in passenger flights may mean that pressureswill develop there as well. The decision to use
continental airports may also be pricedriven, but the Government has no evidence that this is a
systematic problem. The resultis an increase in lorry mileage, with the consequent problems of
increased congestion andpollution. In the absence of additional capacity in the UK system, and in
the south eastof England in particular, the amount of traffic to the continent may grow.



305. There are indications thatthe proportion of freightcarried in dedicated all-cargoflights may
increase. This ispartly due to growth in thesmall package/express sector,led by major
consolidatorssuch as FedEx, UPS andDHL. This sector is expectedto grow very rapidly in
thecoming years; some industryforecasts suggest 20 per centper annum is quitepossible®. It seeks
airportsthat can offer 24-houroperations and have slotsavailable for cargooperations at convenient
times. This may, to some extent, be accommodated at airportsthat currently cater mainly for
freighter traffic. But demand for this service is concentratedin the south east of England, and to be
competitive the sector needs airport capacity there.

306. As the demand for 24 hour operations continues, there are likely to be increasing
tensionsbetween what the freight industry regards as essential to its viability, and
environmentalobjectives, in particular noise objectives. In addition, the overwhelming majority of
aircargo, and all mail/express packages, is delivered to and from airports by road, contributingto
local pollution and congestion.

307. The Departments study of the air freight industry highlighted the current lack of
effectiveintegration between air and rail freight. Unlike at Schiphol and Frankfurt airports, there
iscurrently little direct interface between air and rail freight at UK airports. This may in partreflect
the fact that domestic freight movements in the UK are not of a length to make railtranshipment to
airports commercially attractive. The lack of railhead facilities at theprincipal UK airports is also an
important factor.

308. The Government hopes to increase the proportion of freight transferred to airports by rail. At
certain airports, where the volume and nature of the traffic justifies it, airports shouldconsider the
potential for developing railhead facilities. Revised Planning Policy GuidanceNote 11 makes it
clear that regional transport strategies should provide strategic advice onthe development of an
integrated freight distribution network and should look, inparticular, at links between airports and
rail.

Consumers of air freight services

309. The primary consumers of air freight services are the shippers and receivers. The key issuesfor
them are price competitiveness, speed and reliability. They have expressed concern thattheir needs
are not always met within an industry structure which they view as beingpassenger oriented and
lacking the facilities to deal directly with freight customers. Thisrole falls to the freight forwarder,
who negotiates directly with the airlines on a bulk spacebasis and sells this on to individual
shippers. The shipper generally has no direct contactwith his end supplier, the airline. This has led
many shippers to call for a more transparentpricing structure in the air cargo market. Many shippers
also believe that the air cargoindustry is some way behind the rest of industry and commerce in its
approach to modernsupply chain management techniques, and there are complaints of poor cargo
handling byscheduled airlines and inadequate compensation.

310. In order to promote efficient air cargo operations, the Government is discussing with thejoint
liaison committee of UK airport operators cargo committees a pilot project tobenchmark
performance within the air freight supply chain. Such key performanceindicators will provide the
industry with first hand information on the efficiency of theirair freight operations within the UK
and could allow the industry to respond better to thenew demands being placed upon it.

Questions on air freight

a) Should the Government encourage the development of dedicated freight airports?



b) What action might be taken to reduce the specific environmental costs attached tothe structure and
operation of the air cargo industry? What role could rail play inthe movement of freight to, from, or between
airports? How could the Governmentpromote the transfer of goods to airports by rail?

c) Is there more the Government could do to make the UK air freight industry morecompetitive, efficient
and responsive to the needs of its customers?

63 Transport Statistics Great Britain Table 7.1c.
64 UK Air Freight Study: Part I produced for DETR by MDS Transmodal, December 2000.

65 Source: UPS as stated to MDS Transmodal consultants in the context of the UK Air Freight Studyproduced for
DETR.



Chapter Eleven: General aviation

311. General aviation comprises a wide range of activities, including flying training, leisureflying
by private individuals, and use of aircraft owned (either outright or on a shared basis)or chartered
(air taxis) for business. This includes both fixed wing aircraft and helicopters.

312. While business and leisure flying should be differentiated in terms of their economicimpact,
both share concerns about reduced access to airport facilities, particularly in southeast England, and
about restrictions on hours of operation. Access to Heathrow and othermajor airports for general
aviation users is increasingly subject to restrictions. The ad hocnature of much business aviation
makes it difficult to plan, and to fit it into the pattern ofmovements at such airports. As capacity at
peak times is put under more pressure, generalaviation is likely to find it more difficult to access
larger airports.

313. The industry is also concerned about the loss of smaller airports to redevelopment, and
theimposition of conditions of use at others that limit their ability to cater for users needs.In
particular, the industry has claimed that noise generated by general aviation may beparticularly
resented by local residents because they fail to see an economic justification forthe activity.
However, issues such as the effect of noise should be considered through theplanning system, as it
is for larger airports.

314. Planning Policy Guidance Note 13 includes guidance on issues affecting general aviation.It is
currently being revised. A final version will be issued shortly. The draft issued forconsultation in
October said:

Small airports and aerodromes are also important: they can serve business, recreational,training
and emergency services needs. As demand for commercial air transport grows, thisGeneral
Aviation (GA) may find access to larger airports increasingly restricted. GA operatorswill
therefore have to look to smaller airfields to provide facilities. In formulating their plan
policiesand proposals, local authorities should take account of the contribution of GA to local and
regionaleconomies, the national need for pilot training, and the benefits of having suitable
facilities.

315. This recognises the contribution of general aviation to local and regional economies.
Inparticular, business aviation allows the flexible movement of people and high value goods.Both
the business and leisure aviation sectors are also a source of pilots for the commercialaviation
sector. It is also important that local authorities take account of the social andenvironmental
impacts of general aviation in deciding about the provision of facilities.

316. The Government has carried out a study into the future of business aviation in south
eastEngland. We have published parts 1 and 2, examining demand and capacity and theeconomic
effect of business aviation®®. We will consider the implications of this work forfuture capacity for
business aviation in the south east as part of the SERAS study.

317. Helicopter use has grown broadly inline with the economy. They are usedmainly for business
and generalaviation purposes. Most inlandhelicopter use is for journeys to orfrom congested areas.
For instance, theLondon heliport at Battersea nowcaters for some 11,700 movements ayear”.
Helicopter noise canparticularly concern local residents,although improved technology meansthat
helicopters are less noisy thanthey were.

318. Some have suggested that there is potential to develop helicopter use as part of aviationpolicy.
In particular, it has been suggested that greater use could be made of helicopters toprovide links



between airports and for short journeys between city centres. Any decision topromote localised
helicopter use would need to take full account of environmental andother consequences.
Questions on general aviation

a) Should Government policy on general aviation build upon PPG13, perhaps withstronger guidelines about
what should constitute suitable facilities for generalaviation?

b) Will it be possible to allow business aviation access to major airports where there isa pressing need to
make the most efficient use of limited capacity?

66 Business Aviation in the South East: Part 1 Demand/Capacity Studies July 1998. Part 2 The Economic Impact of
Business Aviation March 1999. Prepared for DETR by Halcrow Fox.

67 UK Airports CAA statistics (Table 3.1).



Annex A: Summary of questions forconsultation

Main questions

a) Should the Government choose policies that respond to the demands of consumersand allow
current growth patterns to continue, while mitigating the negative effects asfar as possible? Or are
the costs of this approach too high and should we thereforechoose policies to limit these negative
effects?

b) How should the Government ensure that aviation meets the external environmentalcosts for
which it is responsible? Should greater emphasis be placed on regulation(at global, national or local
level), economic instruments or voluntary agreements?If we should use a mix of approaches, what
are the principles that should underlie thechoice of approach for each issue?

c¢) If aviation covers its environmental costs, should capacity then be provided to meetdemand?

d) Should the UK try to maintain its position as a major hub for international connectingtraffic, or
focus on enabling travel to, from and within the UK? Is there a role forGovernment in promoting
either objective (given that airlines will pursue the mostcommercially attractive option)?

e) Within the existing capacity constraints, how can the interests of UK consumers bebest
advanced?

Consumer issues

a) In protecting consumer interests, where should we strike the balance betweenregulation and
voluntary action by the industry?

b) What changes, if any, should we make to airline conditions of carriage to bring themup to levels
which meet present day consumer expectations?

c¢) Should further comparative airline information be made available in the UK includingperhaps
environmental information? If so, by whom?

d) Does the current fare regulation protect consumers and airlines adequately? If not, howshould
we revise it?

e) Are consumers interests adequately protected by the application of competition law tocode-
sharing, franchising and other commercial arrangements between airlines? If not,what further steps
should we take?

f) Do we need further action to ensure consumers are adequately protected when buyingairline
tickets directly from airlines?

g) Do we need further action to combat disruptive behaviour on board aircraft, and if so,what? For
example, should passengers be prohibited from drinking alcohol other thanthat supplied by the
carrier?

h) How should any health risks associated with flying be tackled?

1) Should we set up a statutory consumer body for air transport, as in some otherindustries? If so,
how should it be organised and financed, and what should be its duties?



Economic effects

a) Is there any evidence of negative economic effects associated with the developmentand
operation of airports?

b) Do you agree that good air transport links to and from regional airports encourageregional
economic growth? What might be done to promote them?

¢) Should we encourage maintenance operations to shift to regional airports?

Environmental effects

a) To what extent should the Government rely on regulation to influence noise,emissions and other
environmental effects of aviation, and to what extent areeconomic instruments or voluntary
agreements more appropriate?

b) To what extent should there be a national framework for the assessment and mitigationof noise
and local environmental effects at airports and to what extent should thedetails be decided locally?
For example, should limits for aircraft noise and/or emissionsbe set around airports (where they do
not already exist)?

¢) If economic instruments were used to reflect the polluter pays principle, should suchinstruments
be varied in relation to the sensitivity of location or operating time(for example for night flights)?

d) Is a balance between mitigation and compensation the best approach for local impacts?Are there
further steps the Government could take to mitigate the environmentaleffects of aviation?

e) In the long term, where should the UK concentrate its efforts in internationalnegotiations on
environmental impacts?

f) What more could be done to encourage further development of future technologies inthis field?

Airport capacity

a) Would it be desirable to implement new policies in order to make best use of airportcapacity? If
so, what policies should be implemented?

b) Should the slot allocation regime be adjusted to take environmental considerationsinto account?

c) What are the arguments for and against raising the cost of using airports where demandexceeds
capacity?

d) How can future technologies to reduce capacity constraints at existing airports best beused? How
can the Government and the aviation industry encourage the developmentof such technologies?

Airport competition and ownership

a) Does the current economic regulatory regime for airports properly safeguard againstabuse of
position? Does it provide the right signals to the airport about timelyinvestment? How might it be
improved?

Airport planning

a) Do you consider that the guidance in PPG24 on noise sensitive development nearairports is easy
to understand and interpret? Has the guidance achieved its objectives?



b) Could the concept of environmental capacity limits be applied successfully to UKairports? How
would limits be set? Would these be alongside or instead of limits onpassenger throughput?

c) Would it be useful to update and reissue the guidance on the operation of airportconsultative
committees? Would it be desirable to include representation of regionalinterests on committees at
larger airports?

d) Should the Government encourage a system of voluntary environmental agreementsbetween
airports, airport users and local interests, which could provide an agreedframework for
development and complement the statutory role of the planning system?

e) How should people best be compensated for the environmental impact of airports ontheir local
area? Should the Government encourage greater use of voluntaryarrangements to compensate for,
or mitigate the effects of, significant airportdevelopment?

Integrated transport

a) Is there anything further that the Government or the aviation industry can do toencourage
increased public transport use to access airports, and to encourage greateruse of airports as inter-
modal hubs connecting different forms of transport?

b) Should surface access connections to airports be regarded as essential components ofairport
development and approval for any new capacity be made conditional onappropriate connections
being provided?

c) What are the best mechanisms for bringing together the various interested agencies inorder to
establish the best surface access connections?

d) What are the likely costs and benefits of substitution between short haul air travel andrail, for
example between London and major regional centres? If the benefitsoutweighed the costs what
could the Government do to encourage substitution?

Airspace

a) How might EUROCONTROL, the EU, the CAA and NATS ensure that, if necessary,additional
(1) airspace capacity; and (i1) air traffic service capacity, is created? Howcould the costs of this,
both economic and environmental, be minimised?

b) How might Europes air traffic services be liberalised?

c) Are we striking the right balance in the allocation of airspace between different classesof user?
What changes, if any, might help in the future?

d) How should research and development efforts into new technology in air trafficmanagement be
stimulated and funded? Should the Government help to secureimplementation of such
technologies?

Airlines

a) In the light of increasing globalisation of the aviation industry, how should the UKsapproach to
alliances, codesharing and franchising meet the objectives of sustainabledevelopment?

b) Are there particular features of the analysis of competition in the airline industrywhich might
differentiate it from other industries?



c¢) Should the UK press within the EU for a change in Community policy on ownershipand control
of airlines?

d) Is there a case for further liberalisation of cargo services? If so, what form should it takeand
what are the main considerations?

e) In what circumstances should we consider negotiations between major aviation blocs(such as
EC/US) or full inclusion of aviation in GATS?

Air freight
a) Should the Government encourage the development of dedicated freight airports?

b) What action might be taken to reduce the specific environmental costs attached to thestructure
and operation of the air cargo industry? What role could rail play in themovement of freight to,
from, or between airports? How could the Governmentpromote the transfer of goods to airports by
rail?

¢) Is there more the Government could do to make the UK air freight industry morecompetitive,
efficient and responsive to the needs of its customers?

General aviation

a) Should Government policy on general aviation build upon PPG13, perhaps withstronger
guidelines about what should constitute suitable facilities for general aviation?

b) Will it be possible to allow business aviation access to major airports where there is apressing
need to make the most efficient use of limited capacity?



Annex B: Glossary

AMS  Arrivals Management System

ANIS  Aircraft Noise Index Study

ANMAC Aircraft Noise Monitoring Advisory Committee
APD Air Passenger Duty

AONB Area of Outstanding Natural Beauty

ASAS  Airport Surface Access Strategy

ATC Air Traffic Control

ATF Airport Transport Forum

ATM  Air Transport Movement

ATOL  Air Transport Organisers License

AUC Air Transport Users Council

BA British Airways

CAA Civil Aviation Authority

CAEP Committee on Aviation Environmental Protection
CO, Carbon dioxide

CRS Computerised Reservation System

DAP Director of Airspace Policy

DETR Department of Environment, Transport and the Regions
DMS  Departures Management System

DOH  Department of Health

DORA Department of Operational Research and Analysis
DTI Department of Trade and Industry

EC European Commission

ECAC European Civil Aviation Conference

EEA European Economic Area

EMAS Eco-Management and Audit Scheme

ETRAC Environment, Transport and Regional Affairs Select Committee
EU European Union

FTA Fair Trading Act

FUAC Flexible use of Airspace Concept

GA General Aviation



GATS  General Agreement on Trade in Services
GDP Gross Domestic Product

GPS Global Positioning System

IATA  International Air Transport Association
ICAO  International Civil Aviation Organisation
IPCC  Intergovernmental Panel on Climate Change
ISO International Organisation for Standardisation
JAA Joint Aviation Authorities

NATS National Air Traffic Services

NO? Nitrogen dioxide

NOx Nitrogen oxides

OEF Oxford Economic Forecasting

Particulate matter which passes through a size-selective inlet with a 50
percent efficiency cut-off at 10mm aerodynamic diameter

PPG Planning Policy Guidance

PPP Public/Private Partnership

PSO Public Service Obligation

PSZ Public Safety Zone

RAF Royal Air Force

RDA  Regional Development Agency

RPG Regional Planning Guidance

SAFA  Safety Assessment of Foreign Aircraft
SBAC Society of British Aerospace Companies
SEDD  Scottish Executive Development Department
SERAS South East and East of England Regional Air Service Study
SSRA  Shadow Strategic Rail Authority

SSSI Site of Special Scientific Interest

TCAA Trans-Atlantic Common Aviation Area

TDR  Traffic Distribution Rule

VHF Very High Frequency

WHO  World Health Organisation



Annex C: The consultation process

This consultation document has been sent to the organisations listed in annex D as well asa number
of individuals who have previously expressed an interest. We will also make itavailable, on request,
to anyone else.

Additional copies are available from Richard Beavis at the address below or bytelephoning 020
7944 3896. It is also available on DETRs web site at http://www.dft.gov.uk

The deadline for responses is Thursday 12 April 2001.

Please send your responses to:

Mr Richard Beavis

Airports Policy Division

Department of the Environment, Transport and the Regions
Zone 1/28

Great Minster House

76 Marsham Street

London SWIP 4DR

Alternatively, responses can be faxed on 020 7944 2191

In due course, the Department may wish or be asked to copy or disclose responses toothers. Please
make it clear if you would object to us copying or disclosing your response. We will make your
response publicly available unless you ask us not to.All responses will be included in any statistical
summary of results, although individualswill not be identified. Names and addresses may be held in
an electronic database ofinterested parties for the purposes of distributing future consultation
documents on similarissues. However, any such details on a database will not be given to any third
party. If youwish to view individual responses after the consultation period has ended, these will
beavailable for public viewing for a period of six months at the Ashdown House Libraryand
Information Centre. The address is Ashdown House, 123 Victoria Street, LondonSW1E 6DE. An
appointment can be made by telephoning the enquiry desk on020 7944 3039.


http://www.dft.gov.uk/

Annex D: Consultation list

Airlines (including representative organisations)

Air 2000

Air France

Air Freight Express

Air Transport Auxiliary Association
Airtours International Airways
American Airlines

Association of Asia Pacific Airlines
Association of European Airlines
Association of International Carriers & Express Services
BAC Express Airlines

Board of Airlines Represented in the UK
Britannia Airways

British Air Transport Association
British Airways

British Cargo Airline Alliance
British Midland

British Regional Airlines
Continental Airlines

Delta Airlines

DHL Airways

Eastern Airways

Easyjet Airline

European Regions Airline Association
FedEx

Flying Colours

GO

Heavy Lift Cargo Airlines

KLM Royal Dutch Airlines

KLM UK

Lufthansa

Monarch Airlines

Peach Air

Ryanair

Sabena

Scot Airways

United Airlines

UPS Airlines

US Airways

Virgin Atlantic

Virgin Express

Aerodromes (including representativeorganisations)

Aberdeen Airport Ltd
Airport Operators Association



BAA plc

Belfast City Airport

Belfast International Airport
Biggin Hill Aerodrome
Birmingham International Airport
Blackbushe Aerodrome
Blackpool Airport

Bournemouth (Hurn) Airport
Bristol (Filton) Airport

Bristol International Airport
Caernarfon Air Park

Cambridge Airport

Cardiff Airport

Carlisle Airport

Chichester (Goodwood) Airport
City of Derry Airport

Coventry Airport

Denham Aerodrome

Dundee Airport

East Midlands International Airport
Edinburgh Airport

Elstree Aerodrome

Enniskillen Airport

Exeter Airport

Fairoaks Airport

Farnborough Airport

Glasgow International Airport
Glasgow Prestwick International Airport
Gloucestershire Airport
Guernsey Airport

Hawarden Airport
Headcorn/Lashenden Aerodrome
Highlands & Islands Airports Ltd
Humberside International Airport
Inverness (Dalcross) Airport
Jersey Airport

Lands End Airport

Leeds Bradford Airport
Liverpool Airport

London City Airport

London Gatwick Airport

London Heathrow Airport
London Luton Airport

London Stansted Airport

Lydd (Ashford) Airport
Manchester Airport plc

Manston (Kent International) Airport
Newcastle International Airport
North Weald Airfield

Northolt Aerodrome



Norwich Airport Ltd

Old Sarum Airfield

Oxford (Kidlington) Airport
Parranporth Airfield

Perth Airport

Plymouth (City) Airport Ltd
Redhill Aerodrome Ltd

Regional Airports Ltd

Rochester Airport

Scottish Airports Limited
Sheftfield City Airport

Shetland Islands (Sumburgh) Airport
Shoreham Joint Municipal Airport
Southampton International Airport
Southend Airport

Sywell Aerodrome

Swansea Airport

Teesside International Airport
Wellesbourne Mountford Airport
White Waltham Airfield Ltd
Withybush Airport
Wolverhampton International Airport
Wycombe Air Park

Airport consultative committees

Aberdeen Airport Consultative Committee
Belfast City Airport Forum

Biggin Hill Airport ConsultativeCommittee
Birmingham International Airport
Consultative Committee

Blackbushe Airport ConsultativeCommittee
Blackpool Airport Consultative Committee
Bournemouth Airport ConsultativeCommittee
Bristol (Filton) Airport ConsultativeCommittee
Bristol (International) Airport ConsultativeCommittee
Cambridge Airport ConsultativeCommittee
Cardiff Airport Consultative Committee
Carlisle Airport Consultative Committee
Chichester (Goodwood) Airport

Consultative Committee

City of Derry Airport Air Transport Group
Coventry Airport Consultative Committee
Denham Aerodrome ConsultativeCommittee
East Midlands Airport ConsultativeCommittee
Edinburgh Airport Consultative Committee
Elstree Aerodrome Consultative Committee
Exeter Airport Consultative Committee
Fairoaks Airport Consultative Committee
Gatwick Airport Consultative Committee



Glasgow Airport Consultative Committee
Gloucestershire Airport ConsultativeCommittee
Headcorn/Lashenden AerodromeConsultative Committee
Heathrow Airport Consultative Committee
Humberside Airport ConsultativeCommittee
Inverness Airport Consultative Committee

Kent International Airport ConsultativeCommittee
Leeds/Bradford Airport ConsultativeCommittee
Liaison Group of Consultative CommitteeChairmen
Liverpool Airport Consultative Committee
London City Airport ConsultativeCommittee
London Luton Airport ConsultativeCommittee
Lydd Airport Consultative Committee

Manchester Airport ConsultativeCommittee
Newcastle Airport Consultative Committee
Norwich Airport Consultative Committee

Oxford Airport Consultative Committee

Perth Airport Consultative Committee

Plymouth (City) Airport ConsultativeCommittee
Prestwick Airport Consultative Committee
Redhill Aerodrome ConsultativeCommittee
Rochester Airport Consultative Committee
Shoreham Airport Consultative Committee
Southampton Airport ConsultativeCommittee
Southend Airport Consultative Committee
Stansted Airport Consultative Committee
Sumburgh Airport Consultative Committee
Sywell Aerodrome Consultative Committee
Teesside Airport Consultative Committee
Wolverhampton International AirportConsultative Committee
Wycombe Air Park ConsultativeCommittee

Airport users (other than airlines)

Air Transport Users Council

Aircraft Owners & Pilots Association

Bond Helicopters Ltd

British Aerobatic Association

British Airline Pilots Association

British Balloon & Airship Club

British Gliding Association

British Hang Gliding & ParaglidingAssociation
British Helicopter Advisory Board

British International Helicopters

British Microlight Aircraft Association

British Parachute Association

Business Aircraft Users Association

Guild of Air Pilots & Air Navigators ofLondon
Helicopter Club of Great Britain

Popular Flying Association



Royal Aero Club of the UK

Royal Institute of Navigation

Sloane Helicopters

Society of British AerospaceCompanies Ltd

Related organisations (other than alreadycategorised)

A & G Aviation Ltd

Automobile Association

Aeronautical Information Service

Air Law Committee Group

Arbitration for Commerce & Industry

Arriva

Association of British Travel Agents
Association of Noise Consultants

Association of Train Operating CompaniesBAE Systems
British Chambers of Commerce

British Incoming Tour Operators

Association

British Shippers Council

British Tourist Authority

Business Link Network Company

Centre for Business Arbitration

Chartered Institute of Arbitration

Chartered Institute of Transport

Chester Aviation Ltd

Civil Aviation Authority

Colt Group Ltd

Commission for Integrated Transport
Confederation of British Industry
Confederation of British Industry (Northern Ireland)
Confederation of British Industry(Scotland)
Confederation of British Industry (Wales)
Confederation of Passenger Transport

Council for Travel & Tourism

Cumbria Tourist Board

Disabled Persons Transport AdvisoryCommittee
East of England Tourist Board

English Heritage

English Tourism Council

Formula Air Racing Association

Freight Transport Association

General Aviation Awareness Council

General Aviation Manufacturers & TradersAssociation
General Aviation Safety Council

General Consumer Council

GKN Westland Helicopters Limited

GMB

Guild of Air Pilots & Air Navigators ofLondon
Guild of Air Traffic Control Officers



Guild of Business Travel Agents

Health & Safety Commission

Health Development Agency

Heart of England Tourist Board

IDS Aircraft Ltd

Institute of Directors

Institute of Logistics & Transport

Institute of Management

Institute for Public Policy Research
Institution of Civil Engineers

International Air Transport Association
International Chambers of Commerce UKNational Committee
International Civil Aviation Organisation
International Transport Workers Federation
Law Society

Law Society of Scotland

Leyline Helicopters Ltd

London Tourist Board

Marshall (Engineering) Ltd

National Air Traffic Services

National Consumer Council

National Express

National Federation of Consumer Groups
North West Tourist Board

Northern Ireland Chamber of Commerce& Industry
Olivetti Research

Parliamentary Office of Science &Technology
Peel Airports Ltd

Planning Officers Society

RAC

Railtrack

Railway Users Consultative Committee
Road Haulage Association

Rollaston Aircraft & Engines Ltd

Rolls Royce International Ltd

Royal Aeronautical Society

Royal Incorporation of Architects inScotland
Royal Institute of British Architects

Royal Institution of Chartered Surveyors
Royal Mail

Royal Society for the Prevention ofAccidents
Royal Society of Ulster Architects

Royal Town Planning Institute

Scottish Chamber of Commerce

South East England Tourist Board

Southern Tourist Board

Sport Council for Wales

Sport England

Sport Scotland

Sports Council for Northern Ireland



Sustainable Development Commission
Sustainable Cities & Aviation Network
UK

SUSTRANS

T&G

TEC National Council

Tiger Club 1990 Ltd

Town & Country Planning Association
Trade Union Congress

Trade Union Sustainable Development
Advisory Committee

Transport Planning Society

Unison

Wales Tourist Board

West Country Tourist Board

Y orkshire Tourist Board

Environmental & residential associations

Action for Communities in Rural England
Advisory Committee on Business and theEnvironment
Airfields Environment Trust

Airport Pressure Group

Association of National Park Authorities
Aviation Environment Federation

Barnes Community Association

Booker Common & Woods ProtectionSociety
Campaign Against Crowfield Aerodrome
Chartered Institute of Environmental Health
Chiltern Society

Chislehurst Society

Colnbrook Residents Association

Council for the Protection of Rural England
Country Landowners Association
Countryside Agency

Countryside Council for Wales

Coventry & Warwickshire Airport ActionGroup
Denham Airfield Environment Federation
Ealing Aircraft Noise Action Group

English Nature

Environmental Law Foundation

Federation of Airport Noise Groups

Friends of the Earth

Friends of the Earth Scotland

Gatwick Area Conservation Campaign
HACAN/Clear Skies

Hampton-in-Arden Society

Heald Green & Long Lane RatepayersAssociation
Heston Residents Association

Lake District National Park



Leeds Bradford Association for theControl of Aircraft Noise
London Rivers Association

Manchester Airport Environment Network

National Society for Clean Air &Environmental Protection
National Trust

National Trust Scotland

Noise Abatement Society

Noise Network

North West Essex & East Herts PreservationAssociation
Northumberland National Park Authority

Nutfield Conservation Society

Oxford Airport Noise Abatement Group

Parmoor Protection League

People Against Intrusive Noise

Royal Commission on EnvironmentalPollution

Royal Environmental Health Institute ofScotland

Royal Society for the Protection of Birds

Scottish Natural Heritage

Transform Scotland

Transport 2000

UK Environmental Law Association

United Kingdom Noise Association

Waterfront Partnership

Weald of Kent Preservation Society

World Wildlife Fund UK

Regional & local government relatedorganisations

Advantage West Midlands

Association of Local Authorities ofNorthern Ireland
Association of North East Councils
Association of Transport Co-ordinating
Officers Cymru

Consortium of Parish Councils

Convention of Scottish Local Authorities

East Midlands Development Agency

East Midlands Regional CulturalConsortium
East of England Development Agency

East of England Local GovernmentConference
East of England Regional CulturalConsortium
Eastern NHS Executive

Greater London Authority

Local Authorities Aircraft Noise Council
Local Government Association StrategicAviation Special Interest Group
London Development Agency

London NHS Executive

National Association of Local Councils

North East Regional Cultural Consortium
North West Development Agency

North West NHS Executive



North West Regional Assembly

Northern & Yorkshire NHS Executive

One North East

Regional Assembly for Yorkshire andHumberside
Regional Planning Forum for Yorkshire andHumberside
Scottish Enterprise

Scottish Local Government Information Unit
SERPLAN

South & West NHS Executive

South East England Regional Assembly

South East England Regional DevelopmentAgency
South East NHS Executive

South East Regional Cultural Consortium

South West of England Regional

Development Agency

South West Regional Assembly

South West Regional Cultural Consortium

Standing Conference of East Anglian LocalAuthorities
Trent NHS Executive

Welsh Consumer Council

Welsh Development Agency

West Midlands Local GovernmentAssociation

West Midlands NHS Executive

West Midlands Regional CulturalConsortium
Yorkshire & the Humber Regional CulturalConsortium
Y orkshire Forward



Parliamentary Spokespersons

Lord Brazabon of Tara
(Opposition Spokesperson on Transport in the House of Lords)

The Hon. Gwyneth Dunwoody MP
(Chair of House of Commons Environment, Transport & Regional Affairs
Select Committee)

The Hon. Bernard Jenkin MP
(Opposition Spokesman on Transport in the House of Commons)

Simon Thomas MP
(Plaid Cymru Spokesperson on Transport in the House of Commons)

Michael Moore MP
(Liberal Democrat Spokesperson on Transport in the House of Commons)

Alasdair Morgan MP
(Scottish National Party Spokesperson on Transport in the House of Commons)

Baroness Thomas of Walliswood
(Liberal Democrat Spokesperson on Transport in the House of Lords)

In addition, a copy of this paper is being sent to all local authorities in England,
Wales andNorthern Ireland, parish and town councils surrounding airports
listed and to individuals whohave recently expressed an interest in the issues
raised.
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