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THE GOVERNMENT’S RESPONSE TO THE
TRANSPORT COMMITTEE’S REPORT
ON AVIATION

INTRODUCTION
The Transport Committee’s Sixth Report of Session 2002-03 Volume 1 records the
Committee’s findings and recommendations following its Inquiry into Aviation in
Spring 2003.

The Government has today published its White Paper, The Future of Air Transport,
which sets out its policies for the development of aviation, looking ahead over the next
30 years. The White Paper addresses many of the issues raised in the Committee’s
Report. In this response, the Committee’s recommendations are either answered briefly,
with cross-references to further material in the White Paper, where appropriate, or are
otherwise addressed in terms.

RESPONSE TO RECOMMENDATIONS
Need for new capacity

1. The Department’s decision to develop and set out future aviation policy is a brave
but necessary step; nothing similar has been done for 20 years. Decisions about the
future of the industry cannot be ducked simply because there is no decision that will
satisfy everyone. (Paragraph 12)

2. Creeping development over the last two decades has increased uncertainty for
people living near airports and alienated those who hoped expansion was over. It has
led to uncoordinated, piecemeal development which failed to reconcile the strategic
needs of the United Kingdom with local environmental concerns. (Paragraph 13)

8. The inevitable long-term uncertainty about forecasts should not be an excuse to
delay important and long overdue decisions about aviation policy and infrastructure
now. (Paragraph 36)

9. Not only is the South East the biggest market for aviation in the United Kingdom,
capacity issues in the South East have an impact on the whole of the United Kingdom.
They must be resolved. (Paragraph 47)

13. The Government states that this is not a consultation simply based on ‘predict
and provide’. We believe there is merit in this view. (Paragraph 20)

The Government notes and agrees with the Committee’s conclusions, in particular
about the importance of resolving the airport capacity issues. The Government has done
so in the policies and proposals now announced in the White Paper. This sets out a
balanced, long-term strategy for the development of air transport in the UK over the
next 30 years, addresses the environmental concerns, and reaches key conclusions on
additional airport capacity needed.

Forecasts

4. We believe that the forecasts produced by the Department represent a reasonable
assessment of the future demand to fly under current assumptions. Assumptions
about real-term reductions in ticket prices and the impacts of a changing industry
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structure may have significant impacts on the size and shape of future demand. We
consider it essential that the Government keeps its forecasts under review, monitors
the effects of its policies on demand, and is ready to adapt them as necessary.
(Paragraph 22)

5. The rise of the no-frills carriers has provided the main engine of growth in
aviation over the past five years. The Department must continue to monitor the rise in
no frills carriers and adapt its forecasts and policies accordingly. (Paragraph 27)

The Government notes the Committee’s endorsement of the Department’s forecasts,
which were also supported by the great majority of consultees, and agrees that the
forecasts need to be kept under review in the light of developments. Chapters 1 and 12
of the White Paper set out our plans for future monitoring and review.

Consumer protection

6. Charter airlines are required to be bonded to protect the consumer against the
collapse of the airline or tour operator, unlike the scheduled airlines, including low-
cost carriers. This is discriminatory. The Government must urgently consider
whether all airlines should provide this level of consumer protection. (Paragraph 28)

The Government notes the Committee’s views, and is aware of the increasing use by
holidaymakers of scheduled airlines, particularly in the no-frills sector. The CAA
recently launched a consultation exercise on a range of issues surrounding the financial
protection of air travellers. The Government will consider the matter in the light of the
CAA’s recommendations, which are expected within a few months.

Economic benefits/Regional hubs

7. Our predecessor Committee found that liberalising international access to
regional airports would bring economic benefits to the regions and that Government
policy should seek to maximise the contribution regional hubs made to meeting
demand. Regional airports can also be expected to benefit from the growth of point to
point services. However, regional hubs will take time to develop and point to point
services alone will never offer the same range of destinations as a major national hub.
There will always be a need for services which offer interlining at such hubs, at the
very least to support business services and to provide vital connections from
peripheral areas. (Paragraph 34)

10. The Government must ensure that the White Paper contains clear proposals to
support regional economic growth. (Paragraph 54)

11. A modern economy needs the links to the outside world that aviation provides,
both to ensure its own businesses are competitive and to attract business from
overseas. The United Kingdom has a successful, open economy. It will not retain it if
its air links are allowed to stagnate. (Paragraph 55)

The Government endorses the Committee’s views on the importance of airports to
regional economic growth. The White Paper reaffirms the Government’s policy to
encourage the growth of regional airports to meet local demand, consistent with
sustainable development principles.

Chapter 4 in particular discusses the role of regional airports as a focal point for ‘clusters’
of business development, and building local supply chains. It sets out proposals for
establishing centres of excellence in civil engineering and training, in order to promote
the maintenance, repair and overhaul sector. And it invites further consideration of
Route Development Funds, along the model already successfully developed by the
Scottish Executive, to help deliver new routes to the regions.
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In most cases we conclude that the regional airports will have sufficient runway capacity
to cater for expected demand over the next 30 years. But the White Paper also supports
additional runway capacity in the Midlands and Scotland in the face of expected
demand over the 30 year period, as well as in the South East.

Sustainability

12. There are many social benefits brought about by air travel. It is neither possible
nor desirable for the Government to dictate how much we should fly. It must set out
the framework where the amount we fly does not jeopardise environmental or
economic goals. (Paragraph 61)

13. The Department must define what it considers to be a sustainable aviation
policy and how, if at all, that differs from the policies in place today. The failure to
provide an adequate definition of a sustainable aviation policy has left the Department
open to criticism that whatever answer it arrives at from the consultation will, de
facto, be sustainable. It could and should have avoided this. (Paragraph 63)

The Government agrees with the Committee that it is not its role to seek to manage
demand directly but rather to define the policy framework which will ensure that
aviation develops sustainably. The broad principles of sustainability were set out in The
Future of Aviation consultation document issued in December 2000. In the White Paper
the Government confirms (Chapter 2) its commitment to the four main aims of
sustainable development: social progress which recognises the needs of everyone,
effective protection of the environment, prudent use of natural resources, and
maintenance of high and stable levels of economic growth and employment. It
concludes that failing to provide additional airport capacity, on the one hand, or
encouraging growth without regard to its consequences, on the other hand, are both
unacceptable; and that a balanced and measured approach is needed. In reaching its
conclusions, the Government has endeavoured to take full account of the economic,
social and environmental considerations and to strike a fair balance in the interests of
all, in all parts of the country.

Economic instruments

14. The imposition of a fuel tax on aviation would have to be done at an
international level. We do not believe that this is feasible. (Paragraph 72)

15. We recommend that the United Kingdom Government continues to pursue the
development of an international climate change emissions trading scheme for aviation
through ICAO. The United Kingdom cannot tackle climate change emissions from
international aviation unilaterally and should not try to do so. Not only would this
damage our industry, it would be ineffective in producing the emission reductions
needed. (Paragraph 73)

The Government shares the Committee’s view that, to be environmentally beneficial,
an aviation fuel tax would need to be imposed internationally, and that securing the
necessary prior agreement is not feasible, at least in the foreseeable future. The UK has
attempted to persuade the International Civil Aviation Organisation (ICAO) to revoke
its long-standing policy on the exemption of aviation fuel from taxation. This matter
was last raised internationally at the ICAO 33rd Assembly in 2001, when the
overwhelming majority of the 188 member States spoke out against the introduction of a
tax, pointing to the general economic health of the air transport sector, exacerbated by
the events and after-effects of 11 September 2001. While these developments would not
justify the industry failing to address properly its environmental responsibilities, the
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Government recognises that, without international agreement on the issue, market
distortions and environmental disbenefits, such as the carrying of extra fuel to avoid tax
(‘tankering’), could result.

The Government agrees with the Committee’s recommendation 15 to pursue an
international emissions trading scheme. The Government is supporting ICAO in the
assessment of alternative ways of limiting or reducing emissions from aviation – such as
an emissions permit trading scheme or an en route emissions charge. It is hoped that at
least interim conclusions will be reached at the 34th ICAO General Assembly in
autumn 2004. In the meantime the White Paper affirms our intention to press for the
inclusion of intra-EU services aviation in the forthcoming EU emissions trading scheme,
and to make this a priority for the UK Presidency of the EU in 2005, with a view to
aviation joining the scheme from 2008 or as soon as possible thereafter; and to continue
to consider other measures as appropriate.

Environmental issues

16. A shortage of capacity can itself harm the environment. The extra fuel and local
pollution costs of aircraft waiting in stacks or on airport aprons are currently ignored
in determining operating capacities. This must be wrong. The provision of extra
runway capacity should be used to improve the environmental and operational
efficiency of existing airports wherever possible. This should be reinforced by air
traffic control approaches which reduce environmental impact and a realistic
assessment of achievable capacity at an airport. The Government must provide clear
guidance on how this will be achieved. (Paragraph 75)

The Government notes the Committee’s views. In Chapter 3 of the White Paper we
recognise that air traffic management procedures can make an important contribution
towards minimising the environmental impacts of aviation. We already provide
guidance to the CAA under section 70 of the Transport Act 2000 and have given
Directions to the CAA under section 66; and we may give also directions to air traffic
service providers under section 39. At Heathrow, Gatwick and Stansted airports, which
are designated for the purposes of section 78 of the Civil Aviation Act 1982 (‘the 1982
Act’), pilots are required to use continuous descent approach (CDA) techniques
wherever practicable (although it cannot yet be used for approaches to runway 05 at
Stansted), and NATS have been working actively under a joint DfT/industry code of
practice to facilitate this. Elsewhere, individual airports operate their own controls.

However, holding stacks are necessary at the busier airports, even where there is surplus
runway capacity, as they are an essential tool for managing the irregular arrival rate of
aircraft and for allowing air traffic control to make efficient use of existing capacity.
Efforts are being made to reduce the need for holding. Eurocontrol’s ‘gate-to-gate’
initiative is aimed at improving synchronisation between origin and destination airports
and the progressive introduction of area navigation (RNAV) procedures may also help
in managing and reducing holding delays. RNAV should also provide environmental
benefits from reduced noise, reduced fuel consumption and reduced emissions.

17. In the longer term, it is possible that radical changes in aircraft design will
reduce the environmental impacts of aviation. Such investment must be supported and
the international community must agree standards and regulations which give airlines
and aircraft manufacturers incentives to continue the impressive improvements they
have already made. (Paragraph 77)

The Government agrees that in the longer term these options, among others, offer the
potential to manage the environmental impacts of aviation. The Government is pushing
hard for further reductions in noise and emissions at source through international
negotiation and agreement. But measures need to be economically reasonable as well as
technologically feasible.
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The ICAO performance standard for NOx emissions was tightened by 16 per cent in
1996 and will come into effect for newly certificated types from 31 December 2003. The
Government is pressing for a further tightening of the standard (to be discussed at the
next meeting of ICAO’s environmental committee in February 2004).

18. The White Paper must identify the extent to which night operations can expand
at existing airports without compromising noise protection standards. This is likely to
affect the location and nature of future development of the air freight industry.
(Paragraph 82)

The Committee’s views are noted. The Government’s aim is to limit and, where
possible, reduce the number of people significantly affected by aircraft noise. Any new
night restrictions at major airports, or significant changes to existing restrictions, must
be considered in accordance with the balanced approach to controlling aircraft noise
contained in ICAO Resolution A33-7 and Directive 2002/30/EC. Chapters 3 and 4 of
the White Paper consider general issues relating to air freight capacity and location.

19. There is scope for international regulation to set maximum noise levels; beyond
that, noise control is a matter to be decided in the light of local circumstances.
European initiatives to provide environmental noise protection must not weaken
existing United Kingdom regimes. (Paragraph 85)

The Government notes the Committee’s views. The ICAO sets the standards for aircraft
noise certification and any future European initiatives must themselves be consistent
with the ICAO’s balanced approach. Heathrow, Gatwick and Stansted are designated for
the purposes of section 78 of the 1982 Act, under which noise controls are set by notice
following consultation. At other airports, controls are determined locally, and in general
the Government also prefers local solutions to local problems.

20. Both the previous and the current Government have accepted the principle that
airports should be given the statutory power to fine off-track aircraft, but failed to find
the necessary parliamentary time. We recommend that the Government uses the next
suitable legislative opportunity to provide airports with a statutory power to fine off-
track aircraft as a means of enforcing preferred noise routes and easing the impact on
local communities. (Paragraph 89)

The Committee’s views are noted. Under section 78 of the 1982 Act, the Government
specifies noise preferential routes at the three designated airports only. Our general
policy is for decisions on track-keeping to be taken locally. Experience has shown that
co-operation between airports, airlines and air traffic controllers will bring most if not all
the necessary progress towards high levels of track adherence. Airports and air traffic
control also need to consider whether the design of routes may be improved.

Stansted Airport introduced a scheme in 2002 for surcharging airlines responsible for
flagrant or persistent track deviations. Heathrow and Gatwick are able to do the same
under their charging arrangements and are considering doing so. Generally, however,
airlines adhere increasingly well to the noise preferential routes; at Gatwick for example,
track deviations last year were only 0.55 per cent. We propose to legislate when
Parliamentary time allows, so that the Secretary of State could direct in this regard, if
and where necessary. Details are set out in our response to the consultation on ‘Control
of Noise from Civil Airports’, which is available on the DfT website.

21. The best approach to managing noise and other environmental problems must be
to:

● ensure that future airport master plans and associated land-use recognise the
need to separate residential areas from major noise nuisance sources;
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● ensure long-term agreements over the noise limits to which local
communities can be exposed, particularly in respect of night flights;

● offer adequate compensation to people affected by new development or
significantly expanded use;

● provide high quality insulation and mitigation measures to protect those
people living in noise affected areas; and

● use penalties collected for breach of noise and other environmental standards
for the benefit of local communities. (Paragraph 93)

Many of these measures are already taken, the majority being undertaken voluntarily by
the airports themselves. There are also many issues to consider in defining the
boundaries of the areas to be managed. Chapter 12 of the White Paper explains that the
Government will expect airports to produce master plans that describe measures which
they intend to take, to deal with local noise (and air quality) problems. Responses to the
Committee’s individual points follow below in the same order, for ease of reference.

● The Government recognises the importance of land-use planning and management
measures in Chapter 3 of the White Paper and comprehensive guidance is given
(for England1) in Planning Policy Guidance Note 24. This recommends that ‘Plans
should contain policies designed to ensure, as far as is practicable, that noise-
sensitive developments are located away from existing sources of significant noise
(or programmed development such as new roads) and that potentially noisy
developments are located in areas where noise will not be such an important
consideration or where its impact can be minimised.’ Land-use planning to
minimise noise nuisance also forms one of the four strands of ICAO’s balanced
approach. PPG24 is currently under review as part of a comprehensive programme
to replace PPGs with Planning Policy Statements (PPS).

● Local communities are consulted where appropriate through Government-led
consultations, and consultative committees have been established at each of the 51
airports designated under section 35 of the 1982 Act. Successive Governments
have sought to preserve stable route structures around large airports as far as
possible. This has helped local planning authorities to take account of aircraft noise
in reaching decisions on noise sensitive development in accordance with the
planning guidance. The established practice has been to review the night
restrictions at Heathrow, Gatwick and Stansted approximately every five to six
years (as such, those restrictions are not long term agreements). This has allowed for
the restrictions to be reviewed in the light of technological improvements and the
findings of research into sleep interference. Responses to the comment in the South
East consultation document concerning the cycle for reviewing the night
restrictions showed there is no demand for a radically different or longer term
approach.

● Owners whose property is compulsorily acquired for airport development are
eligible for compensation. In addition to the unblighted market value of their
property, and reimbursement of their disturbance costs, owners are entitled to
Home Loss payments. The Home Loss payments have been reviewed and thresholds
have been up-rated in line with the current house price index, increasing the
maximum payment from £15,000 to £31,000 and the minimum from £1,500 to
£3,100. The Office of the Deputy Prime Minister is engaged in a fundamental
review of compulsory purchase procedures and compensation, with a view to
introducing legislation to make the arrangements simpler, fairer, and quicker. This
is being taken forward in various ways, including provisions in the Planning and

1Comparable guidance is available from the devolved administrations.
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Compulsory Purchase Bill, expected to receive Royal Assent next year. The law
provides for compensation in respect of loss of value arising from certain indirect
effects of future airport development during construction, such as noise or dust
(Compulsory Purchase Act 1965) and for loss of value one year on from the opening
of a new development and arising from its operation (Part I of the Land
Compensation Act 1973).

For those worst affected by aircraft noise, acoustic insulation has been provided in the
past under statutory schemes at Heathrow and Gatwick. At other airports, schemes have
been bought forward on a voluntary basis, often through legally enforceable planning
agreements where development occurs, such as under section 106 of the Town and
Country Planning Act 1990. We wish to see a continuation of this voluntary approach,
which allows the development of local solutions to local problems. In Chapter 3 of the
White Paper, we set out the basis on which we expect airport operators to offer noise
insulation, assistance with relocation costs and, in the worst cases, property purchase
schemes. And we stress the need for stringent, long-term limits on the area affected by
noise at airports where significant growth is expected, including Birmingham, Gatwick,
Heathrow, Luton and Manchester.

The effectiveness of insulation should also be considered in the wider context of general
home living, which includes exposure to noise through open windows and through the
use of open spaces. For noise sensitive buildings such as schools and hospitals, acoustic
insulation may not provide an appropriate or cost-effective solution. In such cases we
recommend in Chapter 3 of the White Paper that airport operators should bring forward
alternative mitigation measures, such as environmental grants or the provision of quiet
rooms in schools. The White Paper notes that some of these measures could be funded
from a noise-related element in landing charges at airports where a significant local
noise problem exists.

22. We are disappointed by the lack of research to inform our inquiry over matters
such as the trade-off between reduced levels of noise from individual aircraft versus
the increased numbers of flights. The Government must invest more to determine
acceptable local environmental noise limits. (Paragraph 94)

The Government recognises that while today’s aircraft are typically 75 per cent less
noisy than those in the 1960s, and that this improvement has more than offset the noise
from growth in traffic at mature airports, the total noise burden may increase as we
encounter diminishing returns from technological advances in reducing noise at source.
Leq is the current standard metric recommended in the Government’s planning guidance
on noise (PPG24) and in guidelines issued by, for example, the World Health
Organisation (WHO). As Leq is a measure of sound energy it already takes account of
changes in the number of flights. Current research is expected to provide further
evidence relating to the use of Leq and other metrics as correlates of community
annoyance, and of 57 dBA Leq as the approximate threshold above which annoyance
tends to rise more steeply.

23. Major airports must adhere to a series of key environmental performance
indicators. This should include compliance with noise standards. We recommend that
major airports should investigate the possibility of setting up noise tracking systems,
such as that in operation in San Francisco. (Paragraph 95)

The Government notes the Committee’s suggestion. Major airports already report on
their adherence to key environmental performance indicators. Heathrow, Gatwick and
Stansted have had noise and track keeping (NTK) systems since 1993. They monitor
performance and report the results regularly to community representatives and to the
general public. Airports also deal with public complaints, and can provide aircraft noise
information in formats other than noise contours where they are found to be effective.



8

For example, radar track data are frequently supplied in response to queries about specific
operations. The Government encourages other regional airports to invest in NTK
systems (a number of airports already have this, including Birmingham, Leeds,
Liverpool, Manchester and Newcastle) and to improve their environmental reporting.

Air quality

24. The Government cannot take decisions about future expansion at Heathrow or
any other site if it does not have a robust understanding of the air quality assessments
on the site. The Department must ensure that those assessments are soundly based,
and must do so quickly. (Paragraph 101)

The Government accepts the Committee’s view and is committed to achieving
compliance with mandatory EU limits for relevant pollutants. Further work has been
carried out in the period following the airport capacity consultation to inform the
Government’s decisions. This included consideration of options for the future
development of Heathrow and took account of information provided by stakeholders in
their responses. The Government’s conclusions are set out in Chapter 11 of the White
Paper. Further details of the Government’s air quality assessment work will be available
in due course on the DfT website.

New sites/strategy

25. A new airport on a greenfield site would have huge environmental impacts, not
only in itself but because of all the associated surface access and development which
would accompany it. The Government’s Integrated Transport White Paper says that
there should be no viable alternative were such an expansion to take place. We believe
that expansion at or near existing sites, where appropriate, is a viable and more
practicable solution. We therefore suggest that the Government could minimise the
heritage and ecological impacts of expanding airports by:

● making best use of existing facilities;

● expanding existing airports on a case by case basis; and

● dismissing the construction of new major airports on greenfield sites.
(Paragraph 105)

57. We support the provision of new capacity at the earliest opportunity. There is
no prospect of getting planning permission for a new runway within this period; the
Department for Transport consultations assume that the earliest any new runway
capacity could be made available is 2011. This is optimistic. Constrained capacity in
the South East will lead to further reductions in regional access to London airports
which we believe will have serious detrimental impacts on their economies. It will also
increase some services in the regions creating pressure for runways outside the South
East. Doing nothing is not an option. (Paragraph 209)

58. Many airlines, users and regional representatives told us that demand for a
feeder reliever airport does exist. We strongly recommend the establishment of such
an airport. Its most important function would be to act as ‘London’s regional airport’.
A failure to adopt such recommendations would require the Government to advocate
the development of a runway on a new site, although this might be next to an existing
airport. It could take as long as 15 years to build any such runway. This would fail to
address the very real problems that exist now and leave the Government with a policy
vacuum. (Paragraph 224)

60. We see the future of airport development in the United Kingdom being centred
on targeted expansion of existing sites. We have not seen any off-shore or green field
developments that would provide a solution to the capacity problems. The new sites
and extensive new land access infrastructure required to service them would have
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high environmental costs. The only way to ensure that a newly built hub airport
would be successful would be to close down existing ones. This would be neither
cheap nor easy; airport operators and airlines would expect compensation for their
losses and local communities would lose the employment that established airports
provide. (Paragraph 229)

The Government agrees the Committee’s conclusions in Recommendation 25. It
accepts the need to make best use of existing capacity and does not support the
development of airports at new sites, for the reasons given in Chapters 5 to 11. It
remains to be convinced by the proposal for a feeder reliever airport at Redhill – for the
reasons set out in Chapter 11.

RAF Northolt is a ‘core site’ within the Ministry of Defence’s future estates plan.
Planning is well advanced to release several MOD London sites by moving other units to
RAF Northolt. It is the closest active military airfield to London and is of strategic
importance, providing a secure discreet location within easy reach of central London for
members of the Royal Family, Government Ministers and senior military and civilian
personnel. The exclusive use of the airfield affords maximum flexibility and minimum
delay; alternative facilities could not be easily replicated elsewhere without significant
adverse impacts on Government business.

Military flying from RAF Northolt would not be precluded by a third runway at
Heathrow, although there would be some loss of flexibility at both airports.

Moreover, the use of Northolt by passenger aircraft types would require major runway
works, requiring substantial redevelopment of the site – which is prone to flooding and is
hampered by sloping ground to the west – and possible re-routeing of the A40 and
Metropolitan Line railway.

The consideration of Northolt as a feeder reliever for Heathrow is not new. Such
proposals have been rejected twice before, and in a statement to the House on 5 April
2000, the Prime Minister said “the Government do not believe that the circumstances
have changed to warrant reopening the issue of RAF Northolt and we do not intend to
consider any proposals to develop it as a major civil airport, because it is clear that the
environmental consequences would be unacceptable”.

Ownership

26. BAA appears to be hiding behind the Government by recommending four
options including Heathrow and Gatwick and inviting Ministers to pick ‘up to three’.
The fact that BAA is trying to force Government into this difficult choice unguided
does not absolve it of responsibility. At best the company was culpably short-sighted
when it told the Terminal 5 inquiry that an extra runway at Heathrow would be
unacceptable for environmental reasons; at worst it was wilfully misleading.
(Paragraph 112)

47. We are struck by the apparent impetus that local authority and regional
governmental ownership appears to have led to a more pro-active stance on airport
development. Indeed, Manchester Airport did not require a new White Paper to bring
forward its proposed second runway. (Paragraph 175)

The Government notes the Committee’s views. It believes that the White Paper will
provide the necessary strategic policy framework for airport development both in the
South East and in other parts of the UK. In this respect, the White Paper represents a
clear statement of national policy which will inform future planning considerations.

Industry structure/Economic regulation

27. We consider that a regulatory system in which two bodies do the same job twice,
and wrangle over the extent of one another’s powers and responsibilities, must
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increase the costs of regulation. Still more significantly, it must act as a considerable
barrier to a clear, coherent policy on aviation, which is essential for the future of the
industry. The relationship between the CAA and the Competition Commission needs
to be resolved. (Paragraph 115)

28. The current system has failed to provide adequate incentives to bring forward
runway proposals. Some of this is the fault of Government, which should have prime
responsibility for ensuring essential infrastructure is provided. This must be rectified
through the White Paper. The remainder appears to be the result of the dominant
monopoly supplier of airport capacity in the South East behaving as a monopolist and
restricting supply. The CAA has not shown us that it is capable of providing the right
framework in which to encourage runway development where it is needed as it is
required to do. (Paragraph 116)

29. We believe that the dominant position of BAA means that the ownership
structure of the United Kingdom’s airports is deeply flawed. It is ineffective and
inappropriate to have a single private sector operator controlling such a large part of
our aviation infrastructure. If the Government is wedded to the idea of maintaining
BAA in its current form, it must undertake a thorough review of the way in which it
is regulated. The regulatory system should align BAA’s airports development policy
with Government policy including regional development, access and associated
environmental objectives rather than abstract economic theory. The Government
must not assume that extra capacity in the South East should be provided by BAA. In
our view it would be more appropriate to break up its monopoly. (Paragraph 117)

The Government recognises that the present system may involve an element of
duplication between the CAA and the Competition Commission, increasing the cost of
regulation. But this needs to be balanced against any benefits users may get from the
current arrangements whereby CAA reaches its decision following recommendations
from the Competition Commission. We are currently seeking views from the key parties
on the case for reforming the relationship between the CAA and the Competition
Commission in the light of the experience of the recent price cap review.

The White Paper sets out the Government’s conclusions on new airport capacity and
the means for ensuring its delivery. The Government believes that the CAA is capable
of providing the right framework to encourage runway development. As noted in
Chapter 11 of the White Paper, it is the responsibility of the CAA as regulator, amongst
its statutory duties, to encourage timely investment. The Government looks to BAA to
provide the necessary funding to ensure additional airport capacity comes on-stream in a
way that is responsive to users.

On the question of ownership structure, the Government’s view was last stated in a
DETR Press Notice on 9 November 20002 and the question has not been revisited. In
addition, the Enterprise Act 2002 removed Ministers from virtually all competition
decisions.

Delivery

30. If the important decisions about how much capacity is required and where it is
to be located are to be made by the Government, it must ensure that what is built
fulfils the purposes for which it was intended. In other countries, Governments play a
prime role in developing airport infrastructure and this has been shown to be effective.
The Government should also take a leading role here and provide financial support if
necessary. At the very least, there must be a unit in the Department for Transport
charged with ensuring that Government policies produce real results.
(Paragraph 118)

2Announcing the results of a review of airport competition.
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56. The expected Aviation White Paper will only be the beginning of a process. The
Department for Transport must establish a delivery unit to ensure its policies have
real results and that policy evolves to meet changing market conditions and
expectations. (Paragraph 207)

The Government notes the Committee’s views. As the White Paper makes clear, the
Government believes that it is for the airport operators, in the first instance, to take
forward future development proposals. The White Paper acknowledges that some public
funding may be needed in some circumstances, in particular with regard to surface access
improvements which may bring wider benefits to road and rail users. It is not proposed to
establish a ‘delivery unit’ as such within the Department for Transport. But officials in
the Department and the Government Offices will work with the relevant Agencies as
appropriate to assist in delivering the Government’s policies.

The White Paper (Chapter 1) recognises that policy may, to some extent, need to
evolve over time, given the uncertainties involved in looking ahead over the next thirty
years, and that there may be a need for periodic review. We will carry out such reviews as
and when the circumstances require; and we will continue to consult on issues of
significance which may affect the policies set out in the White Paper.

Liberalisation

31. A Transatlantic Common Aviation Area would offer benefits to both parties. If
the US, which accounts for 40% of the global market, wishes the EU to open its
market to US carriers it must be prepared to open its own market and make
concessions to ensure that airline competition takes place on even terms.
(Paragraph 127)

32. The United Kingdom Government’s negotiating position should take account of
the fact that national airlines dominate the slots in Schiphol, Frankfurt and Charles de
Gaulle, while Heathrow is open to a far greater range of traffic. Any negotiation
should seek to protect the strong position that the United Kingdom has achieved in
Europe in its air service relations with the USA. (Paragraph 131)

33. The United Kingdom Government must use the Special Committee to ensure
that the Common Aviation Area benefits all parties, and does not undermine the
United Kingdom aviation industry and the position it has achieved. (Paragraph 132)

34. We support the United Kingdom’s attempts to redraw the Chicago Convention
restrictions on ownership and control; however, we note that consolidation alone will
not make the airline industry more successful or profitable. (Paragraph 137)

The Government considers that the European Commission’s mandate to negotiate an
‘Open Aviation Area’ with the United States meets the Committee’s concerns. It
envisages a fully liberalised agreement under which EU and US airlines would be able to
fly within the Area without restrictions on routes, frequencies or tariffs, under an agreed
regulatory framework.

We are confident that consumers would benefit from a balanced, fully liberalised EU/US
market in terms of lower fares and greater choice. Experience suggests that UK operators,
both airlines and airports, are sufficiently efficient and innovative to take good
advantage of the commercial opportunities that would be on offer. We shall, as
necessary, use the UK’s membership of the Special Committee, and all other means at
our disposal, to ensure that the Commission complies with its negotiating mandate and
strives for a comprehensive agreement which enables fair competition to flourish.

We are grateful for the Committee’s support of the Government’s policy of seeking the
removal of outdated restrictions on airline ownership and control. We agree that this is a
necessary, but not sufficient, condition for the long term health of the airline industry.
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ICAO

35. We agree that it would be bizarre to agree to a change in ICAO membership
which reduced the collective power and influence of member states from the EU itself.
Unlike the Commission, we completely understand Member States’ concern about
EU membership of ICAO. At the very least, preceding a tortuous round of
negotiations in ICAO with an equally complex round of negotiations within the
Union is as likely to diminish the Union’s effectiveness as enhance it.
(Paragraph 140)

The Government is grateful for the Committee’s support for the UK’s position on
European Community membership of ICAO.

Slots

36. We do not understand why the Commission wishes to make trading in slots
illegal while it works up a policy to make such trading legal. As we have seen, the bias
in the allocation system toward new entrants gives slot holders an incentive to hoard
slots; secondary trading at least gives some incentive to release slots which an airline
cannot use to best advantage. (Paragraph 147)

37. We agree that airlines should have no fundamental property rights in slots. A
market in slots would have to be coupled with measures to ensure wider economic
interests were also protected. Slot allocation systems should allow slots to be used for
the benefit of the region around the airport and for the benefit of peripheral regions
which need transport links. (Paragraph 148)

The Government notes the Committee’s views. The Government would like to see a
more transparent, market-based approach to slot allocation, and one that encourages
more efficient use of scarce capacity. It therefore intends to work within the EU to
pursue the objective of a transparent secondary market in slot allocation. See also
comments below on Recommendations 40 to 46.

Air traffic control

38. We expect, as a matter of urgency, further work on ATC and the interaction
between various options to be done, to ensure the White Paper is soundly based.
(Paragraph 150)

39. Air Traffic Control is safety critical. Planning needs to begin now to ensure that
the United Kingdom has the resources necessary to cope with the increases in traffic
predicted. This will not simply be a matter of having sufficient air traffic controllers;
there will need to be capacity to deal with rapid changes in airspace sectorisation and
research and development to ensure that air traffic control can help minimise the
environmental impacts of aviation. The Government must, as a matter of urgency,
consider whether the present structure for National Air Traffic Services, and the
resources available to it, are adequate. We share our predecessor Committee’s belief
that the funding and ownership arrangements are not robust. (Paragraph 154)

The Committee’s views on managing airspace are noted. Further work was carried out
following the Committee’s Report and the Government is satisfied that the necessary
design changes can be made to UK airspace to handle the forecast increase in air traffic
(see Chapter 12 of the White Paper.) The Government looks to the CAA to involve
NATS and others in taking forward the necessary work.

The Government agrees that air traffic control is both safety critical and must be able to
cope with the demands placed on it. It is Ministers’ aim for NATS to evolve into a
properly managed, high-performing commercial company which delivers appropriate
levels of investment and ensures high levels of safety. In other words, for NATS to
become a company which can identify and seize the opportunities open to it – in the
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UK, the rest of Europe and elsewhere. The Government remains confident that the PPP
will deliver this aim.

There is much to be positive about in NATS’ recent performance across a number of
fronts. The financial restructuring has been effected. NATS’ performance has markedly
improved on last year – with delays over the summer now at only one third of last year,
and almost half what they were in 2001. Its safety performance has been thoroughly
examined by the CAA, who are satisfied that safety performance has been maintained
post PPP.

The atrocities of 11 September 2001 severely tested the whole of the aviation industry –
and NATS has obviously not been immune to the changes in air traffic volumes since
that day. NATS depends on air traffic, particularly transAtlantic traffic, for its income
and the sharp reduction in traffic had a significant effect on the new company’s balance
sheet. However, a range of measures taken over the past two years means that NATS’
finances are now more appropriate for the nature of the aviation industry post
September 11th. The robustness of the new financial structure has been tested against a
wide range of scenarios – including more demanding combinations of possible traffic
shocks with adverse trends on costs – as agreed between all the parties. NATS has a
much larger buffer of cash reserves with which to cope with possible future crises. The
National Audit Office has recently undertaken a thorough examination of the re-
structuring, and the Government awaits its report.

The CAA, as economic regulator, has made a number of changes to the operating
licence of NATS En Route plc (NERL), including strengthening the financial ring
fencing and relaxing the price cap to inflation-2% for the remainder of the current
control period. The regulator has also introduced an element of risk sharing in the form
of a volume term. This allows the price cap to vary according to the amount of traffic
handled by NATS.

The Airline Group retains day to day control of NATS, and the Board has been
strengthened by their recent appointments to it and by the appointment of two senior
people from BAA. The NATS management structure, from the executive directors on
the Board downwards, has been reviewed and strengthened.

Finally, as the PPP matures, the Government is developing a more structured
relationship with the other shareholders and is agreeing with them and the management
team a mechanism to ensure that the Government as a shareholder in NATS remains
close to and contributes to the overall approach and direction of the company. This will
be within the context of the Strategic Partnership Agreement between the shareholders.

Regional services to London

40. The provision of high quality air access to main London airports is essential.
The regions must have guaranteed access to international routes that will support
continued inward investment. We support increasing the use of regional airports so
they provide direct connections with as wide a range of destinations as possible.
(Paragraph 156)

41. In the final weeks of the consultation, British Airways and bmi implied that
further regional services would be withdrawn unless extra capacity was provided at
Heathrow. We deplore this tactic, particularly when the proponents have shown little
regard for regional authorities and airports and indeed have treated many of them with
contempt. This reinforces the Committee’s view that firm Government action to
secure these vital regional links through PSO designation, specific slot allocation or
ownership is the only way forward. This in turn can only be achieved by the rapid
development of additional capacity at or near Heathrow or Gatwick. (Paragraph 159)
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42. If the Department for Transport feels that existing slot allocation and protection
rules do not allow the United Kingdom to protect profit making regional services and
links to Crown dependencies, it must press for revisions which make this possible.
(Paragraph 164)

43. The Government should seek revisions which put it beyond doubt that:

● profitable routes may be protected;

● links to individual specified airports may be subject to a PSO;

● routes to the crown dependencies are also capable of being protected.
(Paragraph 165)

44. There has to be cohesion between regional economic policy and transport policy.
It is absurd to put billions of pounds into regional aid yet not give the any assurance to
provide guaranteed air access. The White Paper is about setting out the future of
aviation in the United Kingdom over the next 30 years. The Government must
therefore provide a long-term vision for regional air services. If no protective action is
taken, we are certain that the problems we see today will recur when the new runway
capacity begins to fill up. New capacity may postpone the problems; it will not solve
them. (Paragraph 167)

45. We strongly support improvement of the links between Gatwick and Heathrow,
so that passengers from regions with access to Gatwick can transfer onto Heathrow
quickly and easily. We note that, in the past, there were measures such as a dedicated
helicopter link. (Paragraph 168)

46. We consider any request from the Scottish Executive for an enhanced PSO
network for the Highlands and Islands should be immediately accepted by the United
Kingdom Government. Such a network would provide useful lessons about the extent
in which air transport can be improved by selective subsidy. (Paragraph 172)

59. The Government must address the regional access issue by agreeing a minimum
level of access of at least three return services per day. The most effective way to do
this would be through some form of slot reservation. (Paragraph 226)

The Government notes and shares the Committee’s concern about access to London
airports for air services from the regions. It recognises that changes in slot allocation
rules to encourage trading will not mean that all the economic (and other) benefits that
domestic air services to London (Heathrow, Gatwick, Stansted, Luton and London
City) may bring to other parts of the UK will be fully reflected. As stated in Chapter 4 of
the White Paper, the Government recognises the importance of these services and is
prepared to intervene in the market, in well defined circumstances, to protect slots at
the London airports for regional services by imposing Public Service Obligations (PSOs)
in certain limited circumstances.

The Government will apply PSOs where, in accordance with the existing EU
Regulation 2408/92, three criteria are met:

● the route is to a peripheral region, or to a development region, or is a ‘thin’
route (the Government will be consulting shortly on the details of this);

● the air service concerned is vital to economic development for the region; and

● a PSO is required to ensure an adequate level of service. (We will be consulting
regional stakeholders and the aviation industry on an appropriate definition of
‘adequate’, bearing in mind the importance to travellers of services at both
peak and off-peak times.)
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The Government will work closely with the European Commission and other Member
States with the aim of ensuring that any amendments to the relevant regulations will
recognise the importance of regional access to London airports. In the interim, clear
guidelines will be developed so that any applications for the imposition of PSOs on
routes from regional airports into London can be processed in an objective and
transparent manner.

Under current Community law it is not possible to impose a PSO on a route between
two cities or regions on which adequate services are already being operated commercially
and the airline concerned has no intention of withdrawing from the route. We propose
that, where there is an existing service, PSOs would be imposed only when an airline’s
withdrawal from a currently operated route would reduce the frequency level below an
adequate level. In judging whether there was an adequate service, we would take into
account the frequency of services, the timing of the services, and the seat capacity
offered. Airlines currently operating services to London airports will be asked to provide
the Government with at least four months’ notice of their intention to withdraw from a
route or reduce frequencies if, as a consequence of such withdrawal or reduction in
service, the overall level of service went below an adequate level.

Demonstrating the importance of the service to the economic development of the
region concerned will be the responsibility of local bodies such as the relevant Devolved
Administration, Regional Development Agency or local authority. It will also be for
these bodies to reimburse the Department for Transport any funds provided for subsidies,
should these be required.

The Government notes the Committee’s comments about links between Heathrow and
Gatwick. The two airports are linked by the M23 and M25 and work is starting shortly to
upgrade M25 Junctions 12 to 15 to dual four lanes, which will help relieve one of the
busiest sections of the motorway. Express coach services run frequently between the two
airports. As to the possibility of a helicopter link, the previous service foundered mainly
on environmental grounds and any possibility of reviving such a service, if it were
capable of carrying significant numbers, would be likely to raise similar objections.

Planning, blight and compensation

48. Identifying sites where development is possible in the next 30 years may be
unpopular in the short-term but will remove blight and uncertainty from many areas.
No policy which ignores the need for this is worth having. Better planning, more rapid
decisions and responsiveness to the need for local mitigation will make clear to people
where they stand. (Paragraph 178)

49. We expect the White Paper to explain how the broader land-use planning,
zoning, housing, employment and schooling implications of the plans are to be met.
(Paragraph 180)

50. The changes to the planning system offer some scope for reducing the time to
deliver major infrastructure projects. It should be possible to complete a major
development within 10 years from the submission of a proposal. This is achieved in
neighbouring European countries which are often praised for their consultation
processes and environmental credentials. More generous compensation is also needed
to provide some comfort to those who will be uprooted or disturbed as a result of any
expansion in the 30 year plan. This must be addressed when the Planning and
Compulsory Purchase Bill is reconsidered in Standing Committee. (Paragraph 182)

Airport operators are agreed that, where relevant, they should bring forward appropriate
voluntary schemes to supplement existing statutory rights and to minimise the impacts
on local people. We look to airport operators to carry out early consultation on their
proposals, which should include advance guarantees to purchase any properties affected.
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The White Paper is a strategic document, setting out statements of national policy on
airport development. One of the aims of the Government’s planning reforms is to speed
up the planing inquiry process for major infrastructure projects. Setting out a clear policy
framework in the White Paper will help to do that for airports, reducing uncertainty and
shortening the time taken up by discussion of policy issues in any planning Inquiry.
Land-use and other planning considerations have been taken into account in the
decision-making process but the national policy will need to be reflected in due course in
the relevant regional and local planning documents.

In addition, statutory provisions for compensation for Home Loss under the Compulsory
Purchase Act 1965 were uprated in September 2003, as described above in the response
to Recommendation 21.

Surface access – rail/air

51. Rail is competitive with air for many journeys from city centre to city centre.
However, it will not remove the need for regional air access to main airports in the
South East nor materially affect the case for runway expansion. (Paragraph 191)

52. The provision of first class road and rail links to airports is an essential part of
any future development. We expect airports to continue to make significant financial
contributions to the provision of good quality surface links. However, good surface
links should form part of a wider transport network serving other local objectives. It is
not reasonable to expect airports to fund all of these costs. Even though some
contribution should be expected from the aviation industry, the Government will have
to commit significant funding to ensure high quality surface access. This must be
identified as part of the review of the 10 Year Plan. (Paragraph 198)

The Government agrees with the Committee that, in the right circumstances, rail can
provide an attractive alternative to short-haul air services for some travellers (see
Chapter 4 of the White Paper). The scope for this will increase as improvements already
in hand on the railways come to fruition. But the Government also agrees that the
nature of the demand, and the scale of any likely transfer, is not such as to obviate the
need for these air services or to address the question of additional airport capacity.

The Government recognises that airports need to be served by good quality, well
integrated, surface access. The White Paper discusses the key surface access issues to be
addressed at particular locations. It notes in Chapter 4 that developers are expected to
pay for surface access enhancements to cope with growing airports, but that some public
funding will be considered (on a case-by-case basis) where there is a wider range of
beneficiaries beyond airport users. And it acknowledges the need for further work to be
carried out with the relevant authorities and agencies to develop detailed schemes,
including urgent work to identify robust and affordable solutions to support growth at
Stansted (see Chapter 11).

Air freight

53. The Government and the air freight industry must explain how the significant
economic benefits conferred by this industry can be secured while controlling any
adverse effects from the necessary night operations. (Paragraph 202)

54. If the United Kingdom were to reject night flights altogether, it would be
rejecting a key means of support for modern industry. There needs to be a careful
balance between economic and social needs, and a dedicated freight airport might
provide that balance. Communities which can see direct benefits from air freight, such
as jobs, are likely to accept that some disturbance goes with it. There are significant
risks to the United Kingdom economy and its relative standing in Europe in the air
freight market if no solution can be found. (Paragraph 203)
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The White Paper acknowledges the role of air freight and its importance to the national
and regional economies of the UK. These considerations have been taken into account
in the Government’s conclusions on airport capacity and development. East Midlands
airport is a key centre for the express freight carriers in England, as is Edinburgh airport
for Scotland. At East Midlands the Government has made it clear that its support for
expansion is subject to the introduction of stringent noise controls and generous
mitigation measures.

Freight is also very significant at Stansted, and the Government is committed to
consulting in 2004 on the night noise regime at Heathrow, Stansted and Gatwick
airports.

Security

55. Airports and airlines should ensure that they combine high levels of security
with efficient procedures to reduce delays. The CAA and the Government should
ensure that security regulations are appropriate, and properly implemented.
(Paragraph 205)

The Government remains fully committed to maintaining a stringent aviation security
regime that is both robust and proportionate to the level of threat. It will continue to
work closely with the aviation industry, the CAA and other Government agencies to
ensure that security and it facilitation keeps pace with general advances in aviation, and
to press for improved standards world-wide.
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