European Parliament Resolution on reducing the climate change impact of aviation

1. Rapporteur: Caroline Lucas (Verts/ALE/UK)
2. EP reference number: A6-0201/2006 / P6_TA-PROV(2006)0296
3. Date of adoption of the Resolution: 4 July 2006
4. Subject: Reducing the Climate Change Impact of Aviation
5. Brief analysis/assessment of the Resolution and requests made in it:

The Resolution welcomes the Commission Communication and its recognition that a comprehensive package of measures including regulatory, economic, technological and operational instruments is needed to address all the climate impacts of aviation. The European Parliament importantly recognises that emissions trading has the potential to play a role as part of such a comprehensive package of measures, provided it is appropriately designed. However, in contrast to the Commission it proposes the introduction of a separate dedicated scheme for aviation emissions; considers that, if there were to be a gateway to allow airlines to buy from the EU Emission Trading Scheme (ETS), this should be on a carefully limited basis; and stresses that, if aviation is to be eventually incorporated into the wider ETS, there should at least be a pilot phase of a separate scheme covering the period 2008-2012.

In addition, it sets out other detailed views on the appropriate design of such a scheme, and recommendations for other actions that should be taken (by the Commission or others), including in areas such as air traffic management and control, research, aircraft fuel taxation and promotion of bio-fuels for aviation.

6. Response to requests and overview of action taken, or intended to be taken, by the Commission:

	Text of EP Resolution
	Envisaged follow-up

	2.  Stresses that the overall objective of the policy instruments chosen must be to reduce, in a cost-effective way, the climate change impact of aviation; these policy instruments must be chosen in such a way as to ensure that the reduction of greenhouse gas emissions is as high as possible while the distortion of competition between Europe based air carriers and carriers from outside the EU is minimised and the unfair competition between the air transport sector and other transport sectors within the EU is reduced;
	The Commission's Communication COM (2005)459 concludes that the best way forward, from an economic and environmental point of view, lies in including the climate impact of the aviation sector in the EU Emissions Trading Scheme. An impact assessment, covering the various modalities for including aviation into EU ETS will be prepared. This will, among other things, look at the competitiveness aspects and other impacts in its ongoing impact assessment.

	3.  Stresses that in this respect every kind of unnecessary bureaucratic burden should be excluded, especially in light of the small air carriers that exist on the market; 
	The impact assessment will notably consider appropriate delimitations of the scope of the scheme and the implications for the kind of operators covered.

	4.  Fully endorses the Commission's intention to pursue the introduction of kerosene taxes, and urges it to begin immediately by requiring a tax on all domestic and intra-EU flights (with the possibility to exempt all carriers on routes on which non-EU carriers operate); calls on the Commission to propose arrangements for their worldwide introduction;

5.  Stresses the urgency of achieving results in the ongoing re-negotiations of air service agreements – in particular the agreement with the US – to unconditionally allow for the taxing of fuel supplied to EU and non-EU carriers on an equal basis;

6.  Underlines that the tax exemptions on air transport and other imbalances lead to very unfair competition between aviation and other transport sectors;
	It has been common practice for aviation to be exempt from fuel taxes and this position is reflected in the many bilateral air service agreements, which Member States have concluded. This is beginning to change. Since the adoption of the Energy Tax Directive Member States can tax aviation kerosene on domestic and intra-Community flights. To allow for energy taxation, the Commission and Member States are currently renegotiating many air service agreements with third countries. The Commission has stated that as a matter of principle aircraft fuel should be subject to energy taxes as are other motor fuels. However, the question of competition with third countries needs to be taken into account and any distortion of competition with socio-economic implications has to be avoided. Hence, in the framework of the strategy on aviation and climate change the Commission concluded that "the wider application of energy taxes to aviation cannot be relied upon as the key pillar of a strategy to combat the climate change impact of aviation in the short and medium term." As the ongoing, process of removing legal obstacles from bilateral air service agreements will inevitably take time to complete. Immediate efforts should therefore focus on delivering other key elements of the strategy, namely to assess the appropriate modalities for the inclusion of aviation emissions in the ETS.

	10.  Encourages the introduction of charges as a step towards full cost internalisation, with the extent of their role, and their magnitude, reflecting the extent to which any emissions trading system falls short of the requirements outlined below;
	The Communication concluded that if aviation were to achieve the same environmental goal under emissions trading or emissions charges, the economic costs for the sector and for the EU as a whole would be lower if this was done under trading.

	13. Stresses that better air traffic management is urgently needed to reduce CO2 emissions, contrails and cirrus clouds and that this would be a cost-efficient measure;
	SESAR –the project to develop the new generation European air traffic management system – should look at these issues.

	14.  Calls for further research efforts in order to enhance our understanding of the full effects of aviation on climate change; considers that it is particularly important to clarify the effects of aircraft contrails (water vapour) as well as to what extent flying at lower altitudes would reduce overall emissions and hence climatic impact, and to assess the heating effect of aerosols emitted in the stratosphere;

15.  Urges the Commission to promote the introduction of bio-fuels for aviation as a contribution to reducing the impact on climate change;

16.  Stresses that, in the Seventh Framework Programme for research, technological development and demonstration activities (RTD) too, research and development relating to clean engine technologies and alternative fuels must be assigned priority; considers that an integrated approach should be pursued, combining both emissions trading and the development of clean engines and fuels, in order also to reduce emissions of substances other than CO2 in the aviation sector;

17. Believes it necessary, moreover, to pursue scientific and technical targets for improving the energy efficiency of aircraft and helicopters;

18. Points out that measures under the Seventh RTD Framework Programme to foster technological innovations in the aerospace sector and the improved air traffic management resulting from the Single Sky legislation are of decisive importance where emission reduction is concerned;

19. Calls on the Commission to take initiatives without delay for improving air traffic control and air traffic management within the SESAR (Single European Sky ATM Research) project and the Single Sky legislation, with a view to improving the energy efficiency of flights and reducing or avoiding vapour contrails;

20.  Calls on the Commission to ensure that appropriations under the Seventh RTD Framework Programme are set aside, in the context of collaborative research, with a view to improving the environmental and energy efficiency of aircraft and helicopter engines;
	Research aimed at narrowing remaining uncertainty and further improving understanding of the effects of aviation on climate will continue under the new Seventh Framework Programme, under which also a stronger orientation towards “greening” air transport and a greater focus on its impact on climate change will be a priority. The research will thus cover the effects of aircraft operations as well as means to mitigate them, including research on better air traffic management,  cleaner engines, alternative fuels, aircraft and helicopters. One element will be a Joint Technology Initiative “Clean Sky” to contribute to the development of the objectives set in the Strategic Research Agenda for aeronautics developed by the technology platform ACARE.

	21.  Recognises that emissions trading has the potential to play a role as part of a comprehensive package of measures to address the climate impact of aviation, provided it is appropriately designed;
	Refers to the main conclusion from Commission's Communication – the Commission will thus aim to put forward a legislative proposal by the end of 2006 to include the aviation sector in the ETS.

	23. Asks the Commission to present immediately an impact assessment on the specific parameters of its design proposals, e.g. level of cap for aviation, compliance, choice of participating entity (aircraft operators, airlines or airports), and to present proposals to ensure that the EU ETS will be applicable to airlines from outside the European Union;
	In accordance with the Commission's standard practice,   any proposal of this kind would be accompanied by an impact assessment.

	24.  Proposes the introduction of a separate dedicated scheme for aviation emissions, recognising that, due to the lack of binding commitments for international aviation emissions under the UNFCCC and the Kyoto Protocol, the aviation sector would be unable to actually sell into the ETS;

25. Notes that accounting would be substantially simplified by a separate, closed system; considers that, if there were to be a gateway to allow airlines to buy from the EU ETS, this should be on a carefully limited basis;

26. Stresses that, if aviation is to be eventually incorporated into the wider ETS, there should at least be a pilot phase of a separate scheme covering the period 2008-2012;

27.  Notes that potential entry of outside credits to a separate scheme (e.g. Clean Development Mechanism and Joint Implementation (CDM/JI), or credits from regional cap-and-trade schemes in countries which are not parties to the Kyoto Protocol) must be minimised by capping them at a level which guarantees that the sector contributes to achieving the overall objective of halting climate change, as well as minimising bureaucracy and increasing transparency;

28.  Proposes that, should aviation be eventually incorporated into a wider ETS, special conditions be applied to ensure it does not distort the market to the detriment of less protected sectors: a cap on the number of emission rights it is permitted to buy from the market, and a requirement to make a proportion of the necessary emissions reductions without trading, before being allowed to buy permits;
	As a general rule, emission trading schemes with broader coverage lower the costs of achieving emissions reductions. Therefore, the inclusion of aviation in the existing emissions trading scheme is a much more cost-effective solution. It is also more consistent with the policy of the International Civil Aviation Organisation (ICAO), which has endorsed the concept of 'open' emissions trading.

The Commission is therefore not likely to propose a separate closed pilot phase with aviation specific caps for the period 2008-2012, as suggested in the Resolution.

Also, the Commission is not likely to be in favour of an aviation specific cap on the number of allowances that aviation participants can buy from other EU ETS participants.

However, the Commission will analyse the impacts of a closed system in its impact assessment.

	29.  Calls on the Commission to put forward other policy instruments to address the non-CO2 impacts of aviation in parallel to the ETS; where uncertainties exist over any of these impacts, policy should be based on the precautionary principle; in addition to climate impacts, special attention should be paid to air and noise pollution during the ascent and descent of aircraft; calls on the Commission to encourage research programmes to improve scientific knowledge on the non-CO2 impacts of aviation and to support ICAO action in developing standards on Nox;
	The Commission's Communication concluded that both CO2 and non-CO2 impacts of aviation should be addressed in order to minimise potential negative trade-offs between different impacts to the extent possible. However it recognised that pending scientific progress in developing more suitable metrics to compare different impacts a pragmatic approach would be needed. The approach to non-CO2 impacts will be considered further in the impact assessment.

	31.  Believes that a scheme for aviation should as a first step cover all flights to and from any EU airport (if possible also intercontinental flights transiting through EU air space), irrespective of the country of origin of the airline concerned, so as to ensure a level playing field to operators with different route profiles, to avoid distortion of the market in favour of flights to destinations outside the EU, to ensure environmental effectiveness, to prevent cross-subsidisation and to influence aircraft design; stresses that a worldwide emission trading scheme needs to be introduced as soon as possible;
	The Commission's Communication indicated a preference for the scheme to cover all flights departing from EU airports. This would best represent Europe's "fair share" of emissions and would make expansion of the scheme to other countries easier. Various stakeholders – including both airlines and NGOs – have called for the wider option to be investigated. The Commission will therefore include this option amongst the ones that will be considered during the detailed Impact Assessment.

However, the position is different for flights that pass through airspace without landing. According to estimates from EUROCONTROL, these flights represent an extremely small part of overall emissions, and covering them would risk seriously complicating the scheme for no significant environmental benefit.  To include them would therefore seem disproportionate and inconsistent with the aim of simpler and better regulation.

	32.  Acknowledges that the Commission, after careful assessment, is of the opinion that such a broad scope is compatible with international agreements, e.g. WTO rules; asks the Commission and the Council to defend this position against possible attacks of third countries in international organisations;
	The Commission will continue the dialogue with its partners in ICAO and the UNFCCC to press for appropriate action at global level.

	33.  Stresses that the total initial allocation should be defined in line with the Kyoto commitment target and must therefore not allow for growth in emissions above the base year;
	Different allocation methodologies and levels of reduction requirements will be considered in the impact assessment.

	34.  Believes that the initial allocation amount must be set at EU level, as setting it at Member State level would risk overly generous initial allocations which would distort the market and undermine the environmental effectiveness of the scheme;
	The Commission's Communication recognised that, given the level of integration in the Community's air transport policy, a harmonised approach to allocation should be agreed.

	35.  Stresses that the allocation method should not directly or indirectly punish those companies having already introduced efficient airplanes, so that early action has to be recognised under any circumstances and the main pressure to change put on carriers whose fuel efficiency is poor;
	The Commission is carrying out further assessments of the impacts of different allocation methodologies and levels of reduction requirements.

	36.  Believes that auctioning is the best option for distribution of allowances, since it reflects the dynamic nature of the sector, with no prejudice against new entrants or against those regions which have yet to develop in this sector;
	As above.

	37.  Notes that auctioning also meets the requirements of the "polluter pays" principle, with further environmental benefits if the revenues are appropriately hypothecated; and that it automatically rewards good performance by operators in the past and future;
	As above.

	38.  Stresses that an eventual partial free allocation of permits, whether through grandfathering or benchmarking, should not discriminate against operators who enter the scheme after the initial allocation period; therefore, special provision would have to be made to accommodate new entrants;
	As above.

	39.  Notes the likelihood that free allocation of permits, whether through grandfathering or benchmarking, would lead to windfall profits to the sector at the consumer's expense, due to marginal cost pricing based on market price of allowances despite free allocation; emphasises that this is not the objective of the policy;
	As above.

	40. Considers that free allocation of grandfathered emissions is the worst option as it punishes early action by airlines, and that free allocation by benchmarking, whilst incentivising more appropriately in theory, risks being overly complicated and bureaucratic, with all calculation methods having difficulties in determining true best performance;
	As above.
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