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Several European governments have provided support to their
national airlines and airports amid the COVID-19 pandemic. At the
same time, they have committed to a green recovery, pledging to
decarbonise their domestic transport sectors in order to reach their
net-zero goals. What decisions and trade-offs might governments
need to make in order to support domestic aviation and meet their
environmental targets in a post-pandemic world?




Over the past year, a number of European
governments have provided support to national
airlines and airports, as aviation has been one
of the most dramatically affected sectors by

the COVID-19 pandemic. At the same time,
governments have made pledges for a green
recovery and commitments to decarbonise

their domestic transport sectors in order to

reach their net-zero goals. This is especially
relevant to domestic aviation, given its high
carbon emissions compared to other modes of
transport, and the challenges of decarbonisation
given the currently available technologies.
However, as domestic aviation is also vital in
supporting economic growth and social mobility
by providing regional connectivity, governments
face a trade-off between reducing emissions and
providing that connectivity. This article considers
the decisions and trade-offs made by national
governments in Europe, including in the UK,
France, Austria and Germany, with respect to
providing financial support to the sector and
achieving net-zero objectives in order to consider
what domestic aviation may look like in a post-
pandemic world.

The impact on domestic aviation

While domestic aviation has not suffered as
much as international aviation from travel
restrictions as a result of COVID-19, domestic air
traffic movements in Europe at the end of 2020
were 50% lower on average than the equivalent
week in 2019." As international aviation requires
coordination between different countries and
will depend on travel restrictions and vaccine
rollout—which is occurring at very different
speeds around the world—it is likely that
domestic traffic will also see a faster recovery
than international traffic.

Although domestic aviation makes up a low
proportion of domestic transport emissions (less
than 1% in the UK),? aviation generates more
greenhouse gas (GHG) emissions per mile

than any other transport mode. For example, a
passenger travelling from London to Edinburgh
by plane would generate 144kg of GHG
emissions while the same journey by train would
result in only 29kg of emissions.? All of these
emissions count towards a country’s carbon
budget and therefore its path to net-zero.

There have been calls for financial support to
airlines during the pandemic to be linked to
environmental conditions, especially when viable
alternatives (such as rail) exist. In addition, many
countries have pledged green measures in their
recovery plans from the pandemic. However,
there have also been concerns raised that these
emergency support packages are not the right
tool for achieving environmental targets, and that
now is not the right time with the industry in such
a precarious position. European governments
have so far responded with different approaches
when considering these issues.

Varying government approaches

At the end of 2020, the UK government
announced its ten-point plan for a green recovery

to ‘build back better from coronavirus’. At the
same time, the Climate Change Committee
advised that in order for the UK to meet its 2050
net-zero goal, it will need to reduce overall
aviation emissions.* While the UK government
has not provided the extensive support to the
aviation sector that has been provided by a
number of other European countries,® it has
recently announced that it plans to cut air
passenger duty (APD) on domestic flights to help
the airline industry and boost connectivity across
the UK in line with its ‘levelling up’ agenda.

The proposals include measures such as
reintroducing a return leg exemption or halving
the current level of £13 per domestic flights.

The government has announced a consultation
and stated that it ‘will explore new requirements
to offset emissions and in parallel continue to
decarbonise aviation’.t

While the UK’s proposal was welcomed by

the airline industry, as the reduction in APD

is expected to encourage more demand for
domestic travel, it has attracted criticisms from
an environmental perspective, with organisations
such as Greenpeace contrasting the reduction

in APD to the recent rail fare rise and fuel duty
freeze.” The UK government has justified the
proposals due to the need to better connect

all parts of the UK in the aftermath of both the
COVID-19 pandemic and the collapse of Flybe in
2020, which resulted in a loss of domestic routes.

In contrast, a number of European governments
have taken different approaches with respect to
their domestic aviation sectors.

The French government provided a significant
bailout package to Air France in 2020, which
included a number of environmental conditions.
For example, the government included a
requirement for Air France to scale back its
domestic network where there is a viable rail
alternative with a journey duration of under

2.5 hours (in addition to provisions for reducing
emissions from domestic flights by 50% and
using 2% of sustainable fuels by 2025).2 This
means that Air France can no longer compete
with high-speed TGV trains for routes such as
Paris Orly to Lyon, Bordeaux or Nantes.® Critics
voiced concerns that regional connectivity will
suffer as a result,® and have noted the potential
unintended consequences on competition if
these rules are not imposed on other airlines as
well." In contrast, environmental groups want
to see an extension of the law to include rail
substitutes within four hours.

The Austrian government similarly imposed
environmental measures as part of its COVID-19
rescue package for Austrian Airlines in 2020.
This included an increase in passenger taxes on
short-haul flights and the introduction of a special
tax of €30 on airline tickets for flights of less

than 350km. This measure was introduced to
encourage a modal shift for journeys where there
is a train alternative that takes less than three
hours.'? In addition, the Austrian government has
introduced a minimum price on airline tickets of
€40, which must reflect all relevant taxes and
fees.
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Prior to the start of the pandemic, the German
government had already presented a law as part

of its Climate Protection Programme to increase

the air traffic levy from €7.50 to €13.03 per ticket
(which came into effect in April 2020) to discourage
short-haul flights while at the same time reducing
VAT on long-distance rail tickets, making rail travel
10% cheaper.'* More recently, Lufthansa unveiled

a partnership with Deutsche Bahn to offer ‘train

to flight’ services in order to encourage people to
travel by rail instead of flying for shorter journeys.'®
This cooperation between rail and air is seen as an
important move to increase connectivity and reduce
emissions as short-haul flights are often feeders to
long-haul flights. However, unlike for Air France, the
German government’s rescue package for Lufthansa
in 2020 did not include any concrete environmental
conditions.

It is notable that in contrast to France, Austria and
Germany, ltaly’s recovery fund does not make
reference to its domestic aviation sector, though it
does mention further developments of high-speed
rail and improving rail connections across regions.
In addition, the aid packages approved by the
Commission to support Alitalia for the damages

it experienced as part of the COVID-19 pandemic
in 2020 were not linked to specific environmental
measures.'®

Future priorities

Given that emissions from domestic aviation are
included in countries’ national carbon budgets and

that in many cases transport alternatives with
significantly lower carbon footprints (such as rail)
already exist, it is a comparatively easy area for
governments to cut emissions. In the last year,
we have seen a number of governments attach
environmental conditions to bailout packages
that involve increasing taxes or mandating

the use of rail alternatives in order to reduce
demand for short-haul flights. However, there are
concerns over the impact that this might have

on regional connectivity and the viability of the
sector, and this tension has resulted in some
countries (notably the UK) taking a different
approach and proposing to stimulate demand for
domestic aviation through reductions in APD.

The UK government’s recently launched
consultation on APD does not explicitly
address the tension between providing support
for domestic aviation while at the same time
meeting its net-zero objectives. Instead, the
focus is on the options for restructuring APD,
while a separate consultation will consider how
to decarbonise the aviation sector through the
use of new technologies, sustainable aviation
fuels and the new UK Emissions Trading
Scheme.'” This raises the question around the
level of demand for domestic aviation that the
government is seeking to restore following the
pandemic (and whether a cut in APD is the right
tool to achieve this). The trade-offs between
regional connectivity, economic competitiveness
and the environmental impacts of the domestic
aviation sector will need to be explicitly taken
into account when designing future policies.
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