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Summary

· Our aim in this paper is to compare and contrast the current levels of taxation and subsidy across the three different modes of transport, air, rail and bus.  
· We take into account a range of taxes and subsidies which are relevant to these modes of transport.
· We conclude that, net of subsidies and duty free, aviation contributes around £750m to government revenue, mainly because of Air Passenger Duty.
· In contrast, rail and bus receive materially more in subsidies from the government than they contribute. The total subsidy to rail is of the order of £1.6 billion, and for bus around £650m.  
· One way of thinking about this is the amount of government revenue or subsidy per passenger in the three modes of transport.  For air travel, this is a contribution of £4.15, whilst rail is subsidised by £1.69 and buses by £0.15
· The average cost of a flight to a passenger is £136.  Of this total, £4.15, or some 3 per cent, represents a contribution in taxation to the Exchequer.  This may seem a low rate of tax.  But the average rail journey costs only £3.57, and receives a subsidy of £1.69.  

· If flights received subsidies at the same rate per journey as rail, the average flight would cost only £89
 instead of £136 at present.

· If rail contributed to the Exchequer at the same rate per journey as flight, the average rail journey would cost £5.431 instead of £3.57 at present.

Introduction and Overview

This report examines how air travel is taxed in comparison with other forms of public transport, more specifically in comparison with rail and bus.  The focus is on specific duties and consumer taxes
. The aim is to compare road, rail and aviation in terms of the tax taken from these industries and the government subsidy to them.

The data is collated from a variety of sources for the year 2000-01 as this is the most recent year for which the data required is readily available.  The majority of data comes from the Department for Transport’s 2002 Edition of “Transport Statistics Great Britain”.  All data sources are footnoted.  Some of the data have required estimation – for example the cost of electricity usage by rail transport.  All estimations are noted and explained.

We have prepared a set of spreadsheets which include all the information covering total revenues and cost elements that attract taxation along with the relevant tax rates.  These have then been used as the basis of scenario analysis by changing relevant tax rates, and/or introducing/removing tax rates.

We start by considering the government subsidies allocated to the forms of transport and the revenue that they each generate.  Our initial review reveals that in comparison to the amount of revenue generated by each of the three modes of transport, aviation is subsidised at a much lower rate than the other forms of public transport considered.  This is shown in table 1.

Table 1:
Government subsidy as a proportion of total revenue of the sector for the three modes of transport
	£million
	
	
	

	Mode of transport
	Government subsidy
	Total revenue
	Subsidy as proportion of revenue

	Aviation
	87

	13,581

	0.6%

	Rail
	1,634

	3,413

	47.9%

	Bus
	1,276

	4,4204
	28.9%


It has been argued that these differences in treatment should reflect the external costs of the three forms of public transport.  Such costs are those which are borne by society rather than the form concerned; taxation can be thought of as internalising the costs.  This paper has not undertaken the full analysis of such costs which would be necessary to check any such assertion.  However, the fact that rail receives a subsidy of nearly 20 times that given to aviation seems hard to justify, regardless of any external costs which may need considering.

We went on to consider the contributions currently made by each of the transport sectors in terms of taxes, and thus calculated the effective overall subsidy or contribution made by each form.  Our analysis reveals that, with the current levels of charges levied on different forms of public transport, aviation contributes
 around £750 million per annum whereas rail is effectively subsidised to the tune of over £1.6bn and bus is also subsidised, by around £650 million.  These figures are summarised in table 2 below.

Table 2:
Effective overall subsidy or contribution by the three forms of public transport, given the current situation regarding taxes
	Mode of transport
	Effective overall subsidy/(contribution)

	Aviation
	(£0.755bn)

	Rail
	£1.614bn

	Bus
	£0.652bn


By considering the differences in the way in which rail, aviation and bus are treated, we calculate that, were all three forms treated in the same way as rail, both aviation and bus would be better off.  Aviation would effectively contribute £459m (ie nearly £300million less) and bus would be subsidised further, by around £900million.

Another scenario is explored which considers the option that all forms of public transport should pay VAT on fuel and tickets and also duty, at the rate of that charged to private motorists, on the fuel they use.  Within this analysis, in order to make the fiscal treatment equal across the board, we included APD, currently paid by aviation, and applied it to rail and bus transport.  We explored two different ways of applying APD to other transport modes – the flat rate £5
 proves extreme and the proportional amount perhaps too lenient
.  This scenario showed an extremely large increase in the tax take on aviation, which the industry could almost certainly not absorb.

1.
Review of the Current Situation and Background
This report examines the relative fiscal treatment of different forms of transport in the UK.  The interest in this issue derives from two interlocking threads.  On the one hand, transport and transport systems are key building blocks in the economy.  Trade and transport are essential to any form of economy, yet they tend to be neglected or taken for granted in discussions of economic growth, performance and productivity.  Indeed some commentators lean to the bizarre and wholly incorrect view that decreasing transport and trade will somehow increase growth and the strength of regional and local economies.

On the other hand, there is increasing concern about the environmental impact of various forms of transport and the pollution and contribution to global warming that they make.  Around 25 per cent of carbon emissions in the UK can be attributed to transport in one form or other.

In this context, how transport systems and travel are taxed is highly relevant.  The current government has an agenda to increase productivity and economic performance across the country and to reduce regional economic differentials.  At the same time, it wants to reduce carbon emissions by 20% - beyond the commitments of the Kyoto protocol.  In many fields, the government has indicated that the price mechanism is a relevant tool of policy – from tax credits in increasing the value of work, to the Climate Change Levy on energy use and relative tax rates on different sources of fuel.

It is therefore important to understand how different transport mechanisms are taxed.  Unless the tax incidence is well understood, it is impossible to analyse whether there is any rationale for the current situation or indeed to have a proper debate on appropriate taxation.

This current report offers a contribution to this debate.  It does not cover the whole of the waterfront (indeed it ignores sea transport!).  Here we focus on the comparative situation of domestic public transport – that is mass transport provided by businesses rather than individuals.  The aim is to understand how taxation differentially applies to these businesses and to consider whether there is any rationale for such differentials.  

The current situation regarding the fiscal treatment of rail, air and bus transport differs substantially from most business taxation.  For example, none of these businesses charge VAT on tickets or pay VAT on fuel.  Rail pays the red (reduced) diesel rate of fuel duty; aviation pays Climate Change Levy (CCL) and Air Passenger Duty (APD) but no fuel duty, and bus pays the private car rate of fuel duty
 but receives a fuel duty rebate (resulting in it paying an effective rate of duty equivalent to under 10p per litre).  Each sector also receives government subsidies – rail received nearly 20 times the amount given to aviation in the year 2000-01.

Current tax rates and duties explained
· VAT


VAT is currently charged at 17.5% on the final consumption of most goods and services.

It has recently been suggested by some opponents of aviation that VAT should be charged on flight tickets and on aviation fuel.  This would successfully raise considerable revenue for the government but would do so at the expense of economic efficiency and equity. However, it would be unprecedented double-counting to apply VAT both to fuel and to tickets, as the cost of fuel is already included in the cost of ticket.

Were VAT to be introduced on tickets and fuel, it is our opinion that in order to maintain a level playing field, it would have to be introduced across the board on all forms of public transport.  We therefore study the effect the introduction of VAT would have on all three forms of public transport.

· Fuel duty rates
Currently rail pays the red diesel rate of fuel duty, public aviation pays none, private aviation pays the private aviation fuel rate and bus pays the private car rate but gets the fuel duty rebate after this.  These rates are shown below in table 3.

Table 3:
Various rates of fuel duty

	Type of duty rate
	Pence per litre until 30-Sep
	Pence per litre from 1-Oct

	Private car rate
	45.82
	47.10

	Red diesel rate
	4.22
	4.22

	Private Aviation fuel rate
	27.34
	28.10

	Fuel duty rebate (for Bus)
	36.68
	36.68


Given that fuel duty was designed to internalise the external costs caused by the use of fuel, it seems inconsistent that duty rates paid by the transport modes we consider should vary so much, as all should either be contributing towards external costs, or not contributing, but not a variety of levels in between, in order to ensure equitable treatment across the sectors.  It is for this reason that we consider various scenarios where all three modes of transport pay the same rate of fuel duty.

· Climate Change Levy (CCL)

The Climate Change Levy was introduced on 1 April 2001.  It is an environmental tax, chargeable on the industrial and commercial supply of taxable commodities for lighting, heating and power by industrial consumers, and is one of the Government’s policy instruments for delivering reductions in the UK’s greenhouse gas emissions. Aviation’s ground energy consumption, through airports and office buildings, are included in the CCL, although the rail and bus industries are exempt.  While the sums are significant (£5m for BAA alone in 2002-03), the levy did not apply in 2000-01, so it is not calculated in this study.  The magnitude of the cost of the CCL to the aviation industry is small in comparison to the amount contributed due to APD.

· Air Passenger Duty (APD)

APD is a flat rate
 duty payable by the aviation sector on all departures; it was introduced on 1 November 1994
.  The rates changed on 1 April 2001 from lower and higher rates of £10 and £20 to rates varying between £5 and £40.  The new rates are shown in table 4 below.

Table 4:
APD rates of duty
	
	EEA Destinations
	Non-EEA Destinations

	
	Reduced rate
	Standard rate
	Reduced rate
	Standard rate

	Rate
	£5
	£10
	£20
	£40


The reduced rate applies to the lowest class of travel on any flight.

The problem with this method of extracting revenue from the aviation sector is that, although it successfully creates revenue for the government and thus helps to compensate society, it does not target any particular externality associated with air travel and so does not offer any incentive to make aviation reduce any external costs.  This is because APD is a fixed cost per passenger, so the only way in which airlines can reduce the level of APD paid is by reducing the number of passengers.
 Thus, although it creates revenue, it does not act in any way to reduce externalities associated with aviation, such as emissions or noise levels or increase fuel efficiency.

It is not clear exactly what APD is targeted to combat.  Its format seems regressive, as it is a fixed rate per passenger rather than a rate proportional to flight length, or price of ticket, although different rates do apply to different classes of travel.
· Duty Free
In order to calculate the loss to the government due to duty free (and thus the effective subsidy that aviation receives due to duty free), we have taken into account that duty free is now only available on departing international (non-EU) flights and thus any calculation should only be based on the number of passengers who fly out to non-EU destinations. Our estimate of the cost of duty free comes out at £107m.  For a detailed description of how we arrived at this estimate, please see Appendix B.

2.
Data
Set out below in table 5 is a summary of the main information used in our analysis.  It covers total revenues and cost elements which attract taxation, and the relevant tax rates can be found in tables 3 and 4.  These figures have then been used as the basis of scenario analysis by changing relevant tax rates, and/or introducing/removing tax rates.

Table 5:
Information on total revenue and cost elements by mode of transport
	
	Aviation
	Rail
	Bus

	Costs
	
	
	

	Electricity (GWh)

	-
	8,839
	-

	Fuel  (million tonnes) 

	10.36
	0.42
	1.15

	Revenue
	
	
	

	Total revenue (£million)
	13,581

	3,41316
	4,42016

	No. of passengers (million)
	104

	957

	4,30916

	
	
	
	

	Revenue per passenger
	£131.00
	£3.57
	£1.03


The above calculation for “Revenue per passenger” is the revenue received by the UK aviation industry per passenger. For the purposes of this study we have assumed that this revenue can be applied to all passengers using UK airports. While the average revenue associated with passengers carried by foreign airlines may well be higher, we have been unable to estimate this. The revenue per passenger does not include APD. If APD is included, this gives a more realistic cost per average flight that the passenger incurs, as APD is passed onto the passenger on top of ticket price. The total of APD in the year 2000/01 was £949m
. If we take this as spread across all terminal passengers it equates to just over £5 per terminal passenger and would thus increase the average cost of a single flight to £136.

3.
The Scenarios
We looked at four different scenarios. They were:

i The current situation

ii All forms of transport being treated like rail

iii All forms of transport subject to: private car rate of fuel duty, VAT on tickets and fuel, and APD implemented across the board

iv The same as (iii) above, except using a less regressive form of APD (charged as a proportion of revenue per passenger)

(i)
The Current Situation
Table 6 below details the contributions currently made by each mode of transport and the subsidies given to them.

Table 6:
Subsidy to, or contribution made by each transport mode, given the current situation

	
	Mode of Transport

	£million
	Aviation
	Rail
	Bus

	Contribution
	949
	20
	624

	of which:-
	
	
	

	VAT
	-
	-
	-

	Fuel duty

	-
	20
	624

	APD
	949

	-
	-

	
	
	
	

	Subsidy
	 194
	1,634
	1,276

	of which:-
	
	
	

	Government subsidy
	87

	1,63423
	97623

	Duty free
	 107
	-
	-

	Fuel duty rebate
	-
	-
	300

	
	
	
	

	Effective overall subsidy / (contribution)
	(755)
	1,614
	652

	
	
	
	

	Number of passengers (million)
	 182

	957
	4,309

	Effective subsidy / (contribution) per passenger
	(£4.15)
	£1.69
	£0.15


It is clear from the bottom line in this table that aviation is the only of the three modes of transport considered which makes an actual contribution towards government funds, the other two are subsidised considerably.

 (ii)
All forms of transport treated like rail
Table 7 below details the contributions that would be made by each mode of transport were they all taxed as rail is currently, and the subsidies currently given to them.

Table 7:
Subsidy to, or contribution made by each transport mode, if they were all treated like rail is currently

	
	Mode of Transport

	£million
	Aviation
	Rail
	Bus

	Contribution
	546
	20
	58

	of which:-
	
	
	

	VAT
	-
	-
	-

	Fuel duty
	546
	20
	58

	APD
	-
	-
	-

	
	
	
	

	Subsidy
	 87
	1,634
	976

	of which:-
	
	
	

	Government subsidy
	87
	1,634
	976

	Duty free
	
	-
	-

	Fuel duty rebate
	-
	-
	-

	
	
	
	

	Effective overall subsidy / (contribution)
	 (459)
	1,614
	918

	
	
	
	

	Number of passengers (million)
	 182
	957
	4,309

	Effective subsidy / (contribution) per passenger
	(£2.52)
	£1.69
	£0.21


We can see that in comparison to the current situation, both aviation and bus transport would be better off it treated in the same way as rail, just paying red diesel fuel duty.  aviation would be making a lower contribution, but each passenger would still making a contribution of £2.52 per trip.  Bus travel would also benefit from being treated like rail, it would receive an extra 6p per passenger which is quite substantial given it has over 4bn passengers and that each journey costs on average £1.  Thus this would be an increase in subsidy of nearly 50%.

(iii)
All forms of transport subject to private car rate of fuel duty, VAT on 

tickets and fuel, and APD  implemented across the board
Table 8 below details the hypothetical contributions that would be made by each mode of transport were the taxes, as described above, to be implemented.  It shows the impact of applying, to all public transport, the taxes that some pressure groups suggest should be applied to aviation.

Table 8:
Contribution made by each transport mode, if they were all subjected to VAT, the private rate of fuel duty, and APD at lowest rate.

	
	Mode of Transport

	£million
	Aviation
	Rail
	Bus

	Contribution
	10,689
	5,728
	23,095

	of which:-
	
	
	

	VAT
	3,816
	727

	925

	Fuel duty
	5,924
	216
	624

	APD

	949
	4,785
	21,545

	
	
	
	

	Subsidy
	 87
	1,634
	976

	of which:-
	
	
	

	Government subsidy
	87
	1,634
	976

	Duty free
	-
	-
	-

	Fuel duty rebate
	-
	-
	-

	
	
	
	

	Effective overall subsidy / (contribution)
	(10,602)
	(4,094)
	(22,119)

	
	
	
	

	Number of passengers (million)
	 182
	957
	4,309

	Effective subsidy / (contribution) per passenger
	(£58.32)
	(£4.28)
	(£5.13)


One can see that the introduction of APD on rail and bus travel massively skews these results, which is why, in scenario (iv) a proportional rate
 is used for APD, which gives more realistic results.

(iv)
The same as scenario (iii) except using a less regressive form of APD 

(it is applied as a proportion of revenue per passenger)
Table 9 below details the contributions that would be made by each mode of transport and the subsidies currently given to them.

Table 9:
Contribution made by each transport mode, if they were all subjected to VAT, the private rate of fuel duty, and a less regressive form of APD

	
	Mode of Transport

	£million
	Aviation
	Rail
	Bus

	Contribution
	10,689
	1,073
	1,719

	of which:-
	
	
	

	VAT
	3,816
	727
	925

	Fuel duty
	5,924
	216
	624

	APD

	949
	131
	169

	
	
	
	

	Subsidy
	 87
	1,634
	976

	of which:-
	
	
	

	Government subsidy
	87
	1,634
	976

	Duty free
	
	-
	-

	Fuel duty rebate
	-
	-
	-

	
	
	
	

	Effective overall subsidy / (contribution)
	(10,602)
	 561
	(743)

	
	
	
	

	Number of passengers (million)
	 181
	957
	4,309

	Effective subsidy / (contribution) per passenger
	(£58.32)
	£0.59
	(£0.17)


It is clear that a charge per passenger of nearly £60, if it were to be introduced, would substantially change the attractiveness of air travel and would make many flights uneconomic.  The purpose of this scenario is not to suggest that these are practical propositions but simply to illustrate the relative numbers that are involved.  The fact that the rail system would, under these circumstances, still generate a net subsidy per passenger of £0.59p, makes very clear the size and importance of the subsidy that the rail industry attracts.  Even buses now generate a net contribution to the Exchequer when VAT and full fuel duty are imposed.

VAT and fuel duty

It has been suggested that VAT and fuel duty equivalent to the rate for private cars should be imposed on aviation. VAT is not currently imposed on any form of public transport, so to apply this to aviation alone would be a further distortion of the tax treatment of aviation. Nor is any form of public transport subject to the same effective rate of fuel duty as private cars. The following analysis helps to assess what sort of effect imposing these taxes would have.  

Introducing VAT on tickets and on fuel (the VAT would be on top of fuel duty) would cost the aviation sector £3.8bn (table 8) and making the sector liable to the private car rate of fuel duty would cost another £5.9bn.  This would increase contributions made by the aviation sector tenfold (from £1bn to £10bn) and raise the cost per passenger by around 43% of the existing average ticket price.  Were these taxes imposed only on the aviation sector and rail and bus are left as they currently are, this would mean that aviation would be contributing over three times the amount given in direct subsidies to rail and bus transport.

4.
Conclusions
Our aim in this paper to compare and contrast the current levels of taxation across the three different modes of public transport – air, rail and bus. We have not attempted to compare the extent to which these different modes are covering their external costs, which is a separate debate from the scale of tax or subsidy the modes pay or receive. However, it is clear that any mode which receives large subsidies and pays little, if any, tax is less likely to be covering its external costs than a mode which is more highly taxed and receives little subsidy.

Table 10 below shows the effective subsidies to rail and bus and the effective contribution made by aviation.  It seems hard to believe that the relative size of these contributions reflects any economic rationale or the scale of their respective external impacts.  

Table 10:
Effective subsidy or contribution as % of revenue and per passenger

	
	Mode of Transport

	£million
	Aviation
	Rail
	Bus

	Contribution
	949
	20
	624

	Subsidy
	 194
	1,634
	1,276

	Effective subsidy / (contribution)
	(755)
	1,614
	652

	Total revenue
	13,581
	3,413
	4,420

	Effective subsidy / (contribution) as % of revenue
	(5.56%)
	47.29%
	14.74%

	Number of passengers (million)
	 182
	957
	4,309

	Effective subsidy / (contribution) per passenger
	(£4.15)
	£1.69
	£0.15


Net of subsidies and Duty Free, aviation contributes over £750m to government revenue mainly due to Air Passenger Duty.  In contrast, rail and bus receive materially more in subsidies from the government than they contribute. The total subsidy to rail is of the order of £1.6 billion, and for bus around £650m.  One way of thinking about this is the amount of government revenue or subsidy per passenger in the three modes of transport.  For air travel, this is a contribution of £4.15, whilst rail is subsidised by £1.69 and buses by £0.15.
The average cost of a flight is £136.  So the fact that £4.15 of this contributes towards government funds does not on the face of it seem unreasonable.  However, this needs to be compared with the relevant figures for rail.  The average rail journey costs £3.57, which is subsidised to the tune of £1.69.  In other words, the average rail journey is subsidised by nearly 50 per cent.

The subsidy to rail also looks unusual when it is compared to buses.  The subsidy to buses is very much lower.  Yet socio-economic passenger profiling suggests that buses are much more heavily used by lower income groups.  So subsidies to buses are much more effective than rail in delivering some social policy outcomes, such as social inclusion, through providing access to employment and mobility

5.
Appendices
Appendix A – Average costs
Table A1:
Average journey costs and prices in various scenarios

	
	Aviation
	Rail
	Bus

	Price, to passenger, of average journey
	136.00
	3.57
	1.03

	Subsidy/(contribution) per average journey
	(4.15)
	1.69
	0.15

	Actual cost of average journey
	131.85
	5.26
	1.18

	Subsidy/(contribution) as % of actual cost of journey
	(3%)
	32%
	13%

	Price to passenger if all contributed at current aviation rate of 3%
	136.00
	5.43
	1.22

	Price to passenger if all subsidised at current rail rate of 32%
	89.49
	3.57
	0.80

	Price to passenger if all subsidised at current bus rate of 13%
	115.09
	4.59
	1.03


That is to say that if flights received subsidies at the same rate per journey as rail, the average single flight would cost £89 as opposed to £136 as it does now. Similarly, if rail contributed to the Exchequer at the same rate per journey as flight, the average rail journey would cost £5.43 instead of £3.57.

Appendix B – Duty Free

The duty free concession is available only to passengers departing from the UK and travelling to destinations outside the EU.  CAA statistics show that in 2000-01 there were 57.9m non-EU terminal passengers arriving at or departing from UK airports. As duty free is available only to departing passengers, our calculations are based on half the number of non-EU terminal passengers in 2000-01, ie 29m.

BAA estimate that, based on current sales levels to passengers flying outside of the EU, and assuming prices remained constant, the amount of duty and tax
 that would be payable to HM Customs if the duty and tax free status was removed from BAA’s airports (Heathrow, Gatwick, Stansted, Glasgow, Edinburgh, Aberdeen and Southampton) would be around £90million
. BAA had 24.4m departing non-EU passengers in 2002-03, and so this loss to the government due to duty free amounts to a loss of around £3.69 per passenger.

When intra EU duty and tax free sales were abolished in 1999, despite maintaining prices at pre abolition levels, there was a decline in spend per passenger levels. This was compounded by a decline in product availability, notably tobacco. If current non-EU destination spends were brought in line with current intra-EU passenger spend levels, the resulting duty and tax liability would fall to just over £40m.

However, we have chosen to take the £90m estimation and use it to approximate loss per BAA departing non-EU passenger and then use this per passenger figure to estimate total loss to government due to duty free.

Table B1:
Calculation of total loss to government due to duty free

	BAA estimated loss to government from non-EU passengers at their airports
	£90m

	No of departing non-EU passengers at BAA airports
	24.4m

	Loss per BAA non-EU passenger
	£3.69

	Total non-EU terminal passengers at UK airports
	29.0m

	Estimated total loss due to Duty Free
	£107m


This is an over estimation if we believe that:

· Spend would fall were the duty and tax free status removed (quite likely given the evidence from intra-EU sales)

· The spend by departing non-EU destination passengers at BAA airports is higher than the spend by those at other airports (this is likely, based on the wider range of outlets and the passenger profile, especially at BAA’s London airports).

So, we feel that £107m is possibly an over-estimation but is the closest we can get to an accurate representation of how much revenue the government loses out on due to the duty and tax free sales available to non-EU passengers.

Appendix C – Proportional APD

The amount of APD charged on a flight depends on the class of journey taken (economy class or business or first class) and the destination of the journey (EEA or non-EEA). The exact amounts are set out in table 5. In our scenarios we aim to treat the three modes of transport equally across the board. In scenarios (iii) and (iv) we apply APD to rail and bus travel, and we do so in two different ways.

In scenario (iii) we charge a flat rate of £5 per passenger. £5 is the APD rate for an economy class, intra-EEA passenger. This seemed the most applicable to rail and bus travel as bus only has one class of travel, and rail has a very small proportion of first class travellers, and both are made up of entirely intra-EEA journeys.

Given the large number of passengers on both rail and bus, scenario (iii) gives very large figures for the costs due to APD which would arise were a £5 flat fee per passenger to be introduced. Thus, in scenario (iv) we apply a proportional rate APD. We do this by taking £5 as a proportion of the average flight cost (£131) and applying this to rail and bus average journey costs instead. This gives a proportional APD “tax” of 3.8%.






� For calculation of these, see Appendix A


� Corporation tax and National Insurance are common to all sectors


� DfT Transport Statistics GB 2002 Edition & DfT provided further breakdown. 


� Civil Aviation Authority


� Data Source: Transport Statistics GB 2002 Edition. This figure is the total direct subsidy to rail plus a proportion of general subsidy to public transport.


� Data Source: Transport Statistics GB 2002 Edition


� Data Source: Transport Statistics GB 2002 Edition. This figure is the total direct subsidy to bus plus a proportion of general subsidy to public transport plus also a proportion of money spent on roads, as this includes investment in things such as bus lanes.


� When we say contributes here we refer to contributions made, net of government subsidies.


� APD is in fact only paid on departures so is only paid on around half of flights. However, when applied to rail and bus transport, as most are within country journeys, the majority of journeys will depart from within the UK and thus APD is applied to every passenger.


� For calculation of the proportional rate see Appendix C.


� This is based on the assumption that Derv fuel is applicable to the same rate of duty as ULSD.


� HM Customs & Excise


� It is a fixed amount per passenger, not a rate proportional to ticket price or flight distance.


� HM Customs & Excise


� Broadly speaking, obviously dependent on number of passengers per flight and so on.


� Department of Trade and Industry (DTI)


� DfT Transport Statistics GB 2002 Edition


� Civil Aviation Authority (CAA)


� Transport Statistics GB 2002 Edition – total number of passengers uplifted by UK airlines (DfT).


� Strategic Rail Authority (SRA)


� HM Customs & Excise


� Data Source: Fuel usage figures from DfT Transport Statistics GB 2002 Edition, and fuel duty rates from HM Customs & Excise


� HM Customs & Excise


� DfT Transport Statistics GB 2002 Edition for subsidies to each mode of public transport plus proportions of other subsidies allocated to rail and bus transport.


� Data Source: CAA – terminal passengers at UK airports – for further breakdown see Appendix B.


� This figure for the cost of VAT to the rail industry is based on an estimation of 5p per KWh for the cost of electricity.


� These figures are based on a flat charge of £5 per passenger.


� For how the proportional rate is calculated, see Appendix C.


� These figures are based on an APD charge of 3.8% of revenue per passenger for rail and bus passengers and the actual amount of APD paid by aviation (HM C&E). For explanation of the 3.8% proportional rate, see Appendix C.


� Source: BAA. The duty figure that has been applied to non-EU sales is calculated based upon the average cost of duty payable on alcohol and tobacco sales to EU destination passengers. Then VAT has been applied on top of this.


� Source: BAA
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