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11 March 2011

Rt Hon George Osborne MP

Chancellor of the Exchequer

HM Treasury

1 Horse Guards Road
London  SW1A 2HQ
AIR PASSENGER DUTY

At their meeting on 11 March, the members of the Aberdeen Airport Consultative Committee discussed the implications of the latest increase in APD, from November 2010. 

We noted that the basic rate of APD for economy class passengers flying within the UK has increased by 140% since the introduction of the tax in 1994, with even more substantial percentage rises, up to 325%, for long haul flying and for flying in premium classes.

We were made aware of the results of the recent independent study by York Aviation, which estimates that the most recent increases in APD are likely to lead to a drop of more than 1 million passengers a year using Scottish airports. 

We believe the implications for the tourism industry are especially serious. Scotland offers high quality high value venues, but we fear that foreign tourists from European and developing markets may be tempted to find alternative destinations where APD, or its equivalent, is either much smaller or non-existent. We are also concerned that the increases in APD will add substantially to the travel costs of business and leisure travellers from the regions, and may even call into question the commercial viability of some of the companies who rely on air services for their business travel.

In June of last year, the Committee urged the Chief Secretary to the Treasury that any change in aviation duty must be sensitive to the needs of the regions. We accept that aviation should pay its appropriate environmental cost, but as the government approaches budget day, we hope and trust that the Treasury and the Department for Transport will heed the concerns of the regions, in relation to the potentially adverse impact that further changes in aviation duty will have on their economies. We are and will remain much more reliant on short haul domestic flights for business and leisure than most parts of the UK and would ask government to be cautious in seeking to raise yet more revenue from the aviation industry.

We would therefore urge the government against any further increases in APD and instead to consult widely on other measures that might be taken that reflect more fairly on the industry, and the re-introduction of a Route Development Fund to assist airlines and airports to generate more business through tourism and business development in the regions.
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