
TREASURY APD FIGURES 

It is rare that the environmental lobby and the aviation industry agree on anything – especially when it 

comes to climate change. Yet both sides have been critical of the Government doubling of cost of Air 

Passenger Duty on 1 February 2007 and have stated that the increase in taxation will make no 

appreciable difference to carbon emissions. 

Now it seems that they were right 

During question time in Parliament on 2nd February, Chris Grayling MP asked the Financial Secretary 

what assessment his Department had made of the likely impact of the increase in Air Passenger Duty. 

The reply was that the Treasury’s econometric analysis indicated that the doubling of APD in 1 February 

2007 would deliver carbon savings of O.3m tonnes of carbon (MtC) a year by 2010-11 – equivalent to 

about 1m tonnes of CO2. On the face of it, it would seem that this will benefit the environment. However, 

a closer analysis of the figures shows that travellers are being asked to pay £1bn for no appreciable 

environmental gain – and that the Treasury must have realised this.  

First it is worth looking at UK’s current level of carbon emissions. DEFRA figures show that aviation in 

the UK (domestic and international) generates about 37 million tonnes of CO2 per annum. This is about 

6.5% of the UK’s total carbon emissions of 597m tonnes. Therefore, according to the Treasury’s 

analysis, the doubling of Air Passenger Duty will reduce total UK emissions by a minute 0.2%.  

 

The second figure to consider is the cost-effectiveness of using APD to reduce aviation emissions. The 

1m tonne reduction in CO2 emissions will be gained at a cost of £1bn to travellers. This means that 

passengers are paying £1000 for every tonne of CO2. Compare this to the market cost of one tonne of 

CO2 (about £10) and you can see that increasing APD is a hugely inefficient way to reduce CO2 

emissions – the public are being taxed £1,000m to prevent £10m of pollution. An overpayment of £990m 

(99% of the entire tax). 

 

At a cost of £10 tonne, the offsetting cost of the 37m tonnes of CO2 produced by aviation is about 

£370m per annum. Compare this to the almost £1bn per year being paid by travellers before the 

increase and it can be seen that they were already paying some 2.5 times their carbon cost. The new 

rates of APD mean that travellers are paying five times their carbon cost. Another way to look at it is that 

just £1 in every £5 of the new APD rates would be needed to offset total UK air travel carbon emissions 

through the existing carbon market. However, as APD goes directly into Government consolidated 

revenue and is not hypothecated, it seems that not one penny of APD revenue will be used for this or 

any other environmental purpose. 

 

In a nutshell, the admission by the Treasury that the increase in APD will only produce a 0.3MtC 

reduction in carbon emissions shows a number of things – that passengers were already paying the full 

environmental cost of their travel, that the Treasury knew that the increase in tax would be ineffective in 

addressing climate change and that it knew that the level tax it was imposing on passengers far 

exceeded the environmental cost of aviation emissions. 

 



Interestingly, a far move effective method of reducing aviation-related carbon emissions would be for the 

Government to provide increased funding for the domestic marketing of Britain as a tourism destination. 

Research by the Tourism Alliance and VisitBritain suggests that the expenditure of just £50m on 

domestic tourism marketing would encourage the enough people to substitute overseas holidays for 

domestic holidays to save 0.3m tonnes CO2 in aviation emissions. 

 

 


