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Airport capacity plays a decisive role when it comes to the future development of air transport 
in Europe.  With most European airports having reached their infrastructural limits and 
environmental issues, especially global warming, becoming more and more pressing, dialogue 
between all stakeholders is more necessary than ever.  It was in this perspective that ECAC 
initiated another – the sixth since 1985 – of its ECAC/EU Dialogues with the European air 
transport industry, on 28 and 29 April 2005 in the beautiful city of Edinburgh.

Participants confirmed and appreciated its timeliness and discussions were lively, frank and 
thought provoking.  The event was a success, and I would like to acknowledge the generous 
sponsorship from the Association of European Airlines, BAA and Manchester Airport.  Many 
thanks for this support.

The contributions of our moderators and speakers ref lected the importance of the subject, and I 
take this opportunity to thank every one of them sincerely for having dedicated valuable time 
and effor ts to come to Edinburgh.

This Book of Proceedings has been compiled in an effor t to keep track of the many stimulating 
contributions and to make them available not only to all participants but in addition to the 
interested public.  

I wish you interesting reading.

Raymond Benjamin
Executive Secretary of ECAC
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THURSDAY, 28 APRIL 2005
09:00-09:30  OPENING ADDRESS

  Mr David Rowlands
  Permanent Secretary, Department for 

Transport, United Kingdom

09:30-10:00 OPENING REMARKS

  Mr John Burke, President, ACI EUROPE
  Mr Fernando Pinto, Chairman, AEA

FIRST SESSION: PROVISION OF AIRPORT CAPACITY 
— ARE INDUSTRY AND GOVERN-
MENTS DOING ENOUGH?

MODERATOR Mr Kevin O’Toole, Editor
  Airline Business

10:00-10:30 KEYNOTE SPEAKER

  Mr Victor Aguado, Director General 
EUROCONTROL

10:45-11:45  PRESENTATIONS BY PANELLISTS

  Mr David McMillan, Director General of 
Civil Aviation, United Kingdom; ECAC 
Focal Point for Environmental Matters

  Mr Daniel Calleja Crespo, Director of Air 
Transport, Directorate-General for Energy 
and Transport, European Commission 
Mr Jean-Marie Chevallier, Director of 
Airport Planning, Aéroports de Paris

  Mr Ulrich Ogiermann, Chief Executive 
Offi cer, CargoLux

  
11:45-12:30  DEBATE BETWEEN THE PANEL, THE KEYNOTE 

SPEAKER AND PARTICIPANTS

SECOND SESSION: SECURING FUTURE CAPACITY, AIR-
PORT EXPANSION AND ENVIRON-
MENTAL ISSUES

 MODERATOR  Mr David Learmount, Operations and 
Safety Editor, Flight International

14:00-14:30  KEYNOTE SPEAKER

  Mr Peter Gammeltoft, Head of Unit C1, 
Clean Air and Transport, Directorate-
General for the Environment, European 
Commission

14:30-15:15  PRESENTATIONS BY PANELLISTS

  Dr Peter Malanik, Executive V.P. 
Secretary General, Austrian Airlines 

 Mr Roy Griffi ns, Director General, ACI 
EUROPE 

 Dr Robert Sullivan, Head of Research 
and Technology Strategy Division, DfT, 
United Kingdom 

15:15-15:40  DEBATE BETWEEN THE PANEL, THE KEYNOTE 
SPEAKER AND PARTICIPANTS

16:00-16:45  Ms Catherine Marthe, Scientifi c Advi-
sor, Environmental Affairs, Federal 
Offi ce for Civil Aviation, Switzerland; 
representing ECAC’s Environmental 
Committee ANCAT,

 Mr Jeff Gazzard, International Co-ordi-
nator, GreenSkies Alliance 

 Mr Carl Burleson, Director, Offi ce of 
Environment and Energy

 Federal Aviation Administration 

16:45-17:15  DEBATE BETWEEN THE PANEL, THE KEYNOTE 
SPEAKER AND PARTICIPANTS

FRIDAY, 29 APRIL 2005
THIRD SESSION: ECONOMIC CHALLENGES: ISSUES 

SUCH AS THE ROLE OF AIRPORTS, 
THE ROLE OF AIRLINES (INCLUDING 
NO-FRILLS CARRIERS), INFRASTRUC-
TURE COSTS AND AVAILABILITY OF 
PUBLIC FINANCING, THE REGULA-
TORY FRAMEWORK DESIGNED TO 
BEST ENHANCE COMPETITION ...

MODERATOR Mr David McMillan, Director General 
of Civil Aviation, United Kingdom

08:30-09:00  KEYNOTE SPEAKER

 Mr John Steele, Chairman, Prisma 
Consulting Group

09:00-09:45  PRESENTATIONS BY PANELLISTS

 Mr Mike Ambrose, Director General,  
ERA

 Ms Sylviane Lust, Director General 
IACA 

 Mr Ulrich Schulte-Strathaus, Secretary 
General, AEA

09:45-10:05  DEBATE BETWEEN THE PANEL, THE KEYNOTE 
SPEAKER AND PARTICIPANTS

10:20-11:05  Mr Richard Jeffrey, Managing Director 
BAA Edinburgh Airport

 Ms Jan Skeels, Secretary General 
European Low Fares Airline Association 
(ELFAA)

 Mr Ludolf Van Hasselt, Head of 
Unit, Air Transport Policy, Economic 
Regulation and Multilateral Relations 
Directorate-General for Energy and 
Transport, European Commission

11:05-11:30  DEBATE BETWEEN THE PANEL, THE KEYNOTE 
SPEAKER AND PARTICIPANTS

11:30-12:00  DIALOGUE CONCLUSIONS

 Dr Laszlo Kiss, Director General of Civil 
Aviation, Hungary; President of ECAC
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I am delighted to welcome you all to Scotland and to have the opportunity to address you at the 
start of your conference.  

This conference comes at a particularly appropriate time for the UK.   As you will all know, the UK 
will assume the Presidency of the European Union in July.  We have been set a high standard by 
recent Presidencies, both in terms of what they have achieved, and almost as importantly, in terms 
of the co-operative atmosphere they have established.  

In such a complex and quintessentially international industry as aviation, a dialogue of this kind 
is invaluable for understanding the issues and perspectives of all our stakeholders.   This is, after 
all, an industry that in Europe comprises more than 130 airlines, over 450 airports and about 60 
major air navigation service providers.  

Airport capacity - the theme of today’s conference - is a key issue facing the UK at present.  It 
would be fair to say that the UK, certainly in the South East of the country, is at the extreme end of 
the capacity spectrum.  Our airports in the South East are among the most congested in the world.  
Demand exceeds capacity at Heathrow and Gatwick at most times of the day.  Stansted is going 
the same way as a result of the rise of no-frills carriers.  We are now approaching a stage where 
we cannot solve the issue simply by using our existing runways more effi ciently.  This is something 
we need to put right.  Which is why in 2003 we published a White Paper, which set out for the fi rst 
time a strategy for the growth in air travel over the next 30 years.  

However much we plan ahead, it is not and will not be easy for us to provide more capacity.  
Furthermore, the ‘Challenges to Growth’ study, which Victor Aguado will speak about later, 
reveals that 75% of European airports see no possibility for building new runways in the next 20 
years.  

Capacity is not a new issue.  However, ten years ago my speech on this subject would have been 
very different.  I would have been standing here encouraging competition between airlines to 
take advantage of the recently introduced European Single Market.  Environmental issues - so 
prominent today - would have been peripheral, with little acknowledgement of the link between 
airport expansion and climate change that we recognise today.   Environmental concerns focused 
mainly on noise rather than emissions.  And I doubt if an entire session of a conference like this 
would have been devoted to environmental matters.  Yet there can be little doubt that climate 
change is now one of the greatest threats we face.  Scientists tell us that the world is getting 
warmer.  Since 1990 we have registered all ten of the ten warmest years on record.  You will be 
hearing more about the science this afternoon.   

The provision of airport infrastructure has become more commercialised in the last decade.  In 
the UK we have gone further than in most countries.  Most UK airports are now privately owned 
independent companies.   But Government still has a key role to play, steering a course between 
over-interference and under-involvement.  Many of you will feel strongly about where that 
dividing line should be drawn.  I notice that the fi rst session this morning will address the question 
“Provision of Airport Capacity - are Industry and Governments Doing Enough?”  when you will 
have the opportunity to express these views.  

European aviation policy has been a success story in the last ten to fi fteen years.  The Single 
Market has changed the face of short haul aviation activity.  These days in Brussels the further 
development of policy focuses on technical matters such as EASA,  Single Sky and the environment, 
as well as on external relations.  But it is easy to forget that the fi rst pillar of Community policy was 
liberalisation, which has had such far-reaching effects. 

Over this period the cost of air travel has dropped making air travel accessible to all.   In the 
UK alone, half of the population now fl y at least once a year.  Air travel has made it far easier 

DAVID ROWLANDS
 

Permanent Secretary, Department for Transport, United Kingdom
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for family and friends to keep in touch.  And tourism has benefi ted substantially, strengthening 
links between regions of the expanding European Union, and enabling more and more people to 
acquaint themselves with areas of Europe they have previously not visited.  

And it’s not just passengers who have benefi ted.   Business too has greatly profi ted.  The growth of 
air travel and air freight traffi c in the UK has doubled since 1990.  It is now estimated that 40% of 
the world’s goods by value travels by air.  And the industry creates jobs for millions of people.  

The statistics speak for themselves.  Passenger kilometres within the EU grew from almost 160 
million in 1990 to 280 million in 2002.   A year later 154 million passengers fl ew into or out of the 
UK, followed by Germany with 100 million passengers.  

In 1990, there were 14 major airports with more than 10 million passengers; by 2003 there were 26.  
London’s Heathrow had the most passengers in 2003 with 63 million.  Both Germany’s Frankfurt and 
France’s Paris CDG had 48 million passengers.  Growth has not been restricted to major airports.  
Smaller European airports have also fl ourished due in large part to the no-frills market.  

For air travel to grow as fast and as constantly as it has, engineers had to develop better and 
safer planes.  Cargo experts had to transform the freight market while travel agents and the 
internet have stimulated people’s desire to travel abroad.  This has all been achieved by a global 
collaboration.  This augers well for a constructive dialogue at this conference.

There have been surprises along the way.  I doubt if anyone 10 years ago foresaw the development 
and growing importance of no-frills carriers for short haul fl ights, or their extraordinary ability to 
compete from secondary airports against established carriers at their hub airport.  No-frills carriers 
now account for 20% of scheduled EU traffi c and 40% of EU traffi c to and from the UK.   And I 
doubt anyone saw the boom of new routes made possible by the no-frills carriers.  In 2003 no less 
than 210 new EU city pairs were served compared to 2002. The withdrawal of 102 other ones 
(giving a net increase of 108) testifi es to the dynamism of the market structure we have created. 

There have also been some nasty shocks.  11 September, economic downturn, SARS, the war in 
Iraq, and oil price rises have all taken their toll on the industry in recent years, particularly on the 
long haul market.  They have checked growth, and posed real challenges for operators. But they 
do not seem to have undermined the long term upwards trend in demand for aviation services.    

Airports too have grown.   I referred earlier to the diffi culties many airports foresee in building new 
runways.  But the picture isn’t all negative.  Barcelona, Helsinki and Stockholm airports have all 
added a third runway.  Paris CDG completed its fourth runway in 2001 while Schipol opened its 
fi fth in 2003.  Information I have seen from ACI EUROPE suggests that a raft of additional capacity 
at smaller airports is either in the course of being provided or planned for the near future.

Such growth has enhanced competition between airports and has been good for consumers, as 
well as helping to ease capacity constraints at some major hub airports. 

ATM management has been particularly successful at coping with growth and doing this at the same 
time it has reduced delay.   The latest report of EUROCONTROL’s Performance Review Committee 
shows controlled air traffi c grew by 4.8% in the region. The target for ATM delays was 1.7 minutes 
per fl ight, but the achievement was 1.2 minutes for the en route phase, outweighing the very slight 
deterioration in ATM delays at airports from 14.8 minutes per fl ight average to 14.9. 

But growth can never be limitless.  Success has brought with it challenges that prevent us becoming 
complacent.  The challenges were always there, if not as prominently as now, and maybe we did 
not take them as seriously, or face up to them as actively, as we should have done.  Partly this was 
because over the years we became increasingly more effi cient at using our existing airport and 
ATM infrastructure.  The pressure of increasing demand did wonders for our ability to extract more 
from existing capacity. I recall that an annual limit of some 275,000 movements at Heathrow was 
contemplated in the 1980s because this was regarded as the maximum throughput possible.  Last 
year Heathrow recorded 470,000 movements. 
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We have also been able to divert some of the increased demand away from hub airports to more 
regional and secondary airports, aided by the development of the no-frills model making direct 
regional services more feasible than before. 
 
The scope for accommodating growth within existing capacity appears to be becoming more 
and more limited, and we now need to address the challenges of growth more pro-actively, 
especially the environmental ones.  This is not to say that environmental considerations have been 
entirely neglected in the past.  For example, there is a general understanding across Europe of 
the problems such as sleep disturbance which aircraft operations at night can bring to airport 
neighbours.  Today’s aircraft are substantially quieter than in the past - but there is still much more 
that can be done.

Major airports across Europe have developed controls and fi nancial incentives to control noise at 
night.   These controls refl ect local geography and local priorities.  Some, such as at Schiphol and 
Charles de Gaulle, are partly based on margins of compliance with Chapter 3.  At the London 
airports, we have movements limits supplemented by noise quotas based on certifi cated noise 
levels in absolute terms.
 
Elsewhere there are other measures, such as safe runway preference rules.  But in each case 
the broad objectives are similar. To encourage the adoption of quieter, modern aircraft and to 
minimise disturbance at night.
 
New controls, and substantial alterations to existing ones, must now be considered and processed 
in line with the ICAO balanced approach and, in EU States, with Directive 2002/30 which gives 
it legal force.   The underlying principles of fairness and proportionality should command wide 
acceptance.  We hope that the procedural requirements of the Directive will not deter airports 
and regulators from adapting or introducing controls which can help the industry to grow, while 
respecting its neighbours. 
 
ICAO’s balanced approach envisages that fi nancial incentives can play a part in promoting the 
use of quieter aircraft at sensitive times and in sensitive locations.   Several airports have for some 
time differentiated their charges in relation to certifi cated noise levels.  They have also imposed 
surcharges for planes that exceed departure noise levels or otherwise transgress.

Local emissions from aircraft, together with road traffi c around the airports, are proving to be 
a challenge, particularly with the introduction of mandatory EU limits for pollution levels.   With 
the forecast growth in aviation and the development of cleaner road vehicles, aircraft are set to 
become a more prominent source of emissions.  NOx emissions, for example, are expected to 
present problems for several major EU airports.

There is also a case for using fi nancial incentives to refl ect particular local air quality problems, 
to ensure aviation contributes to an improvement in air quality.   Aircraft add signifi cantly to the 
overall emissions from road traffi c and other sources.  Charges can give important signals to 
improve aircraft fl eets beyond what is possible with technology capping controls on emissions.   
Zurich, Geneva and Stockholm have been among the fi rst to establish differential charging by 
aircraft NOx performance.  In the UK, NOx-related tariffs have been introduced at Heathrow 
and, as from this year, Gatwick airports.  ANCAT will be looking at charging practices and how 
Europe can contribute to the wider international debate.
 
How we act to reduce carbon emissions may well determine the shape of the world we leave to 
future generations.  All of us, in both the public and private sectors, have to fi nd an answer, and 
aviation has to be a major part of that answer.  By 2030, emissions from aircraft could represent a 
quarter of the UK’s total contribution to global warming, and we cannot afford to wait until 2030 
before we act.  In the EU as a whole, carbon dioxide emissions from aviation increased by 68% 
from 1990, and were 3% of total EU emissions in 2001.

But even if we agree on the question, there is a variety of views as to what the answer should be. 
I see from the list of speakers for your session tomorrow that you will probably hear most of them.  
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For our part, we see emissions trading as an important part of the answer.  This would not be blunt 
regulation and could build on experience gained from the existing EU Emissions Trading Scheme.  
The European Commission are currently consulting on aviation and climate change issues and we 
hope they will produce a communication soon.  We will use our Presidency to push for aviation to 
join the EU scheme from 2008 or as soon as possible thereafter.  The practical details would need 
to be worked through, and proposals developed constructively, before any scheme could be put 
in place.  For example, this means looking at arrangements for allocating carbon allowances, the 
nature of links with the current Trading Scheme, whether any scheme should be carbon only or 
cover other emissions.  These are not easy issues with a single right answer, and we need to be 
aware of the consequences of decisions on these matters.  That is why dialogue is important.  But 
this proposal offers the opportunity to demonstrate real leadership in tackling the climate change 
effects of aviation through a market-based mechanism.

Two legitimate interests have therefore to be balanced.  On the one hand, we want to invest in 
airport capacity so as to reap the benefi ts of growth and not stifl e the economy or endanger jobs 
by damaging transport links.  On the other hand, we have to accept that environmental issues are 
of key concern to citizens - whether it the effects of night noise and the quality of the air for those 
living near airports, or global issues such as climate change which affect all of us, whether we fl y 
or not and whose impacts go far beyond Europe. 

How we go about addressing these issues is also a matter of debate.  Greater awareness of the 
benefi ts of commercialisation has stimulated an interest in giving the market more opportunity to 
shape the provision of services in response to demand; and I mentioned a minute ago that one 
of the advantages of emissions trading is that it is market-based thus enabling the industry itself 
to think about how best to respond.   But it would be naïve not to recognise that Government 
involvement with the industry more broadly is necessary. For example, the market, left to itself, 
cannot be relied upon to provide additional airport capacity in a timely or sustainable fashion.  
Expansion of major airports near large conurbations require approval through the planning 
process.  Surface access challenges must be met by industry and Government working together. 
And we all have a responsibility to address the environmental challenges.  

If looking back 10 years is somewhat disconcerting in terms of what we didn’t see, looking forward 
10 years or longer may seem a risky thing to do, if not distinctly foolhardy.  But a lesson of the last 
10 years is that innovative solutions to some of today’s challenges will be found while new and 
unexpected issues will surface.  But as unpredictable as it is we still have to prepare for the future 
- aviation infrastructure lasts a long time.  It would be optimistic in the extreme to assume that all 
of the issues raised during this conference will have gone away by 2015.  

Even if aviation growth matures and grows more in line with GDP growth, this would still represent 
signifi cant growth which, coupled with environmental issues and planning and land use constraints, 
will add to the pressures on capacity both on the ground and in the air.  The effects of intra-EU 
liberalisation may have passed its peak, at least in the UK, but in other parts of Europe this may 
not be the case.   In addition, we cannot ignore the benefi ts of liberalisation with the US and other 
long-haul destinations, which will add their own pressures on infrastructure capacity. 

The challenges we face are not the kind that can, or should be, solved by dictat from above.   
They can only be answered through consultation, discussion and compromise.  We can all be 
grateful to ECAC and the EU for setting up a conference that brings together the main players in 
the European air transport industry in a forum which encourages a frank exchange of views.  The 
challenge for us is to keep this dialogue going. 

I am grateful to ECAC and to the EU for all the work that has gone into organising this conference. I also 
commend those from the industry, in particular those from the airline and airport communities, who have 
contributed to the preparations, and in some cases to the funding. As I said at the outset, I am pleased that 
we have been able to stage the conference in the UK, and my Secretary of State is particularly pleased that 
it is being staged in Scotland. I hope that you all have an enjoyable and productive two days.        
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JOHN BURKE

President, ACI EUROPE

I am delighted to be here today at the ECAC/EU Dialogue on the critical issue of airport capacity with 
so many of the key players in the room.

As key players in our industry, you are already very familiar with much of the background.

Air traffi c is growing rapidly and is set to double by 2020. 

Unless capacity can keep pace with this traffi c growth - passengers, airports and airlines across Europe 
will suffer from unacceptable congestion and delays and poor standards of service.

This will ultimately result in a massive blow to EU economic development, not to mention the extremely 
negative impact on our own industry.

Across Europe, airports fall broadly into two categories:  those without enough traffi c and those without 
enough capacity. 

It is at Europe’s larger airports where the ‘capacity crunch’ will hit fi rst. And it will hit hard. It is already 
hitting hard particularly at peak periods. 

EUROCONTROL anticipate that by 2010, over twenty European airports are expected to have a 
capacity shortage. 
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Ultimately, by 2025, despite a 60% capacity increase in the European airport network, over 60 
European airports will be congested with the top 20 airports being under extreme pressure at least 8-
10 hours per day.

It goes without saying that expansion must be both environmentally and economically sustainable and 
ACI Europe’s Director General, Roy Griffi ns, will address this aspect among other speakers.

I would like to concentrate therefore on how airports can build for the future, the funding of new airport 
capacity and the differing airport/airline perspectives on this issue. 

And we do have different perspectives. In dealing with these differences I hope I will not upset my 
airline colleagues too much because at the end of the day we have to work together to resolve the many 
challenges facing our industry.

ACI already works well with AEA, IATA, ERA, ELFAA and IACA but the action takes place between 
individual airlines and airports in specifi c circumstances.

ACI EUROPE has in recent days launched a new study called Building for the Future - Paying for the 
airports of tomorrow. 

In my opening remarks, I want to give you a fl avour of the issues discussed. I would strongly recommend, 
however, that you read the detail of the report for yourself, a copy of which has been included in your 
delegate pack.

While I do not believe this should be such a divisive issue - airlines continue to focus on and attack 
airport charges. This long-running debate must be addressed.  IATA and others claim a lack of 
transparency in determining charges and question the profi tability gap between airlines and airports, 
but these claims do not hold up.
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The general impression is created that airlines pay for everything.  On this basis airports should only 
provide facilities that airlines want or are prepared to pay for.

The reality is that the consumer pays and the consumer wants and deserves proper facilities and services 
at airports.

And we are not just dealing with today’s consumers as indicated by the UK Air Transport Users 
Council. 

A small increase in airfares would be very much less damaging than not having adequate capacity 
when it is needed. In all our interests including the airlines.

Over recent years, airports and airlines have gone through huge structural and regulatory changes.  
This has made them more like normal businesses subject to market disciplines and competition.  Clearly, 
still more work must be done in areas such as open skies and ownership issues - but the change in our 
industry is undeniable.

Governments across Europe have taken the view that airports should be viable businesses in their own 
right, able to fund their own developments without any exchequer support.
 
Airports are focused on growing passenger numbers in a sustainable manner, attracting new airlines 
and business, opening up new routes and going to great lengths to achieve this often through very 
attractive incentive schemes.  They take on large debt to fund facilities with little fi nancial return.  
Airports measure success in terms of passenger numbers.  I have never heard an airport say we have 
enough traffi c now and we are closing down our marketing department.

No one has a problem with airports or airport systems subsidising airport charges for airlines if it is legal 
and makes economic sense.  But airports should not be expected to replace the role provided previously by 
governments in propping up ailing airlines or now even very profi table ones. 
 
The reason why many airlines are in fi nancial diffi culty and some have gone out of business has nothing 
to do with the level of airport charges.  This is the most misleading aspect of the airlines’ argument.  Zero 
charges would not have saved these airlines. 

The reality is that airport charges are a relatively small proportion of airline costs.  Europe’s network 
carriers estimate them at about 4% on average over the last 30 years.  Even if you quibble with this 
fi gure, which is not our fi gure, it is a small percentage. Labour and fuel generally make up almost 50% 
of airlines’ operating costs.

The main reason airlines are in diffi culty has more do with the airlines themselves and their internal 
workings and effi ciencies. 
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Students at Harvard asked Herb Kelleher what was the secret of Southwest’s success.  He said well we 
normally don’t talk about that because it is our competitive advantage.  But as I am in Harvard I will tell 
you.  We spend less than we make.

Many airlines have gone through signifi cant restructurings and are profi table again and I congratulate 
them for that. 

The emphasis on attacking airport charges, while understandable in that they are a soft target is 
misguided and if successful can starve airports of much needed capital for new capacity.  If airports do 
not have funds and they can’t take on more borrowings they will stop investing and no one else will do 
it either.  This is clearly not in anyone’s interest.

Airport operators make long-term decisions about investment.  Airport planning cycles are upwards of 
ten, twenty, even thirty years.  Airlines, however, have much shorter planning cycles and may not even 
be around by the time an airport’s plans are implemented, or if they are - they may well have changed 
their own strategies a number of times. 

According to data compiled by Momberger Airport Information, European airports plan to invest some 
USD 60 billion in new infrastructure and facilities by 2025.  At London Heathrow USD 9.2 billion will be 
invested in the new Terminal 5 together with improvements of the other four terminals.  Other examples 
of airport investments are: 

USD 5.4 billion at Madrid Barajas - new passenger and cargo terminals and two new runways; 
USD 5.0 billion at Frankfurt - expansion of Cargo City, third terminal and a fourth runway; and 
USD 3.0 billion at ADP airports - terminal and runway work. 
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In 2002, Capital expenditure at a sample of 19 airports on security mainly equipment and physical 
restructuring was Euros 170m over 5 times what it was in 2000. 

Airports also have substantial operating expenditure on the day-to-day running of their business. 

A signifi cant part of the operating expenditure has been uncontrollable over recent years as a result of 
additional safety, security and insurance requirements. 

The increase in security particularly post-9/11, has massively increased the level of costs.  No other 
mode of transport has had such a rigorous and costly burden imposed upon them. 

To give you an example, the European Commission’s study on Civil Aviation Security Financing from 
December 2003, shows that security-related operational expenditure rose from 457 million to 743 
million Euros between 2000 and 2002 for a sample of 34 airports - representing 43% of European 
passenger throughput.
 

This slide shows is that airlines are huge organisations much bigger than the airports they serve and 
they are more than able to look after their own self interest when it comes to dealing with airports and 
don’t need additional protection from regulators. 

Airlines have immense power and lobby very successfully in their own interest.  My colleagues here do 
a very good job.

Airlines regularly threaten to withdraw services and often use this as a bargaining tool when negotiating 
with airports.  Airports have real competition for these services.
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The biggest difference between airports and airlines are the planning horizons.  If this were a marriage 
there would be serious grounds for incompatibility.

It is frequently not in the interests of the airport or the travelling public to provide dedicated facilities for 
specifi c airlines.  Neither is it in the existing airlines’ interest (particularly the home based carriers) to 
have new airline entrants and competitors.

Consequently, much needed investment is blocked which may be in the short-term interest of the airlines 
but not necessarily the long-term interest of the community or the travelling public and ultimately the 
airlines themselves.  But then it’s too late because capacity cannot be switched on overnight.

Airport charges are already regulated.  The reality is that charging systems are, in most cases, imposed 
and regulated by national authorities.  Details are given in our study Building for the Future.

These authorities, regardless of whether it is a public or private airport, not only defi ne the procedure 
that the airport has to follow for submitting proposals, but also have a fi nal say on the amount that users 
are to be charged.

Depending on national legislation, civil aviation authorities or the government have the fi nal say.

I would appeal to regulators to worry less about airlines in the future and give much more weight to 
airport concerns about fi nancing capacity, particularly given the economic impact of airports and the 
consequences of not providing capacity. 

Apart from regulation we have European Community competition law, competitive pressures and the 
power of the airlines as already mentioned. 

On behalf of Europe’s airports ACI requests regulators and industry partners to recognise the realities of 
the current airport charges systems. We need key people in our industry to understand that regulation 
at the appropriate level must take into account the complex and diversifi ed nature of the airport industry 
and not impair the effi cient management of airport enterprises.
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With the interests of airlines and airports so clearly divided on the matter of charges, we must ensure 
that a rational balance is maintained between both parties.  Not easy but what alternative do we 
have?

Processes and procedures used to set airport charges must be both recognised and understood by 
everyone involved.  Only in this way will a logical, coherent debate take place.

This sense of joint cooperation is essential if we are to successfully navigate the future as a stronger, 
more robust and more confi dent industry. 

I hope you fi nd the dialogue over these two days both interesting and useful.  Thank you.   
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It is indeed a pleasure for me to be here today.  I wish to thank ECAC, and in particular Raymond Benjamin, 
for having organised this event in this venue.   Edinburgh is a fascinating city, in terms of its history, its 
culture and its remarkable visual impact - a bit like Lisbon, in fact, give or take ten degrees celsius.

It is also an interesting city from an aviation point of view.  On arrival I was struck, looking at the 
information boards, by the wide range of destinations, and the broad mix of network, regional and no-
frills services, not to mention transatlantic links.

I am sure that ten years ago, the activity on the apron would have been much less busy, less colourful and less varied.  
There would have been far fewer airline names on the sides of the aeroplanes, and no Web site addresses.

Surely this must be a sign that our industry is in robust health?  Speaking on behalf of the AEA, I am 
pleased to report that the member airlines collectively made a profi t of 600 million Euros in 2004 - the 
fi rst positive result since 1998.  Passenger traffi c grew by 9%, which not only recovered the losses of the 
previous year due to the Iraq War and SARS, but added a measure of true growth on top.  Load factors 
are running at or near record levels.  So why am I standing here, and why are we in any way concerned 
about the future?  Why do I believe that this Conference is not only nice to have, but crucially important?

Because, as I am sure you are aware, our industry is emphatically not in great shape.  Although the 
airlines have been able to reduce their internal costs, their external costs - those which are outside their 
control - are rising faster than ever.  Some of these costs arise from structural features of the industry which 
require regulatory oversight and intervention.  Others arise precisely because of regulatory intervention 
which we believe to be inappropriate or unduly burdensome.

In short, the title of this Conference spells out why it is so important.  It is a Dialogue, and a dialogue - 
between the EU regulators, the Member States, the airports and the airlines - is badly needed if effi cient 
carriers are to be able to improve their profi tability in a sustainable way.

As AEA Chairman, one of my key priorities is to establish a consensus on the role and importance of 
aviation for Europe.  I recently met the Commission’s President - it so happens we speak the same language 
- and of course we discussed the Lisbon Agenda, which is of course about European competitiveness.  
Now we are really speaking the same language, both because European business needs an effi cient 
and comprehensive airline network to reach into global markets, and because the airlines themselves are 
competing in those global markets.  So my question was and is:  how can we enhance the competitiveness 
of the European aviation sector?

Competitiveness means that regulators have established the framework for a level playing fi eld in which 
the players understand, and abide by, the rules of a free market. In such a competitive environment, size 
is not an issue, but the ability of the airlines to meet customer expectations is. This should not be about the 
survival of the fattest, but the survival of the fi ttest.  Do we, in Europe, have such a competitive landscape?  
No, I do not believe we do.

I spoke earlier of inappropriate and burdensome regulation.  In order to stay dialogue-friendly I shall not 
dwell too long in this area, but I must mention two issues which have been very prominent in the early 
months of this year.  

The fi rst of these is the Denied Boarding Compensation Regulation which came into force on 17th 
February.  This was an unfortunate introduction date because within days a series of bad-weather 
incidents around Europe had caused the kind of service disruption that the airlines dread.  Airports were 
closed or capacities severely reduced, the EUROCONTROL Flow Management Unit was struggling to 
allocate slots, and aircraft were stranded out of position throughout the networks.

Amidst all this, we had passengers who were not only inconvenienced, but who had expectations of the 
new Regulation which far exceeded the reality.  We believe that the DBC Regulation is an over-regulation 
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of the airline/passenger relationship which confuses both parties and creates substantial additional costs 
for European airlines.

Then, at the ECOFIN Council meeting just two weeks ago, a proposal was discussed to raise funds for 
development aid by means of a ticket tax and a kerosene tax.  Leaving aside the very questionable 
environmental arguments, this would have a very heavy impact on Europe and its citizens.  

Tourism would be particularly hard-hit, since that is a particularly price-sensitive part of the market, but 
all countries on the periphery of Europe would suffer; the distance-related element of the fuel tax would, 
in effect, further distance the regions from the centre.  Would we still see so many destinations on the 
Edinburgh departure boards?

Let me move on to infrastructure questions.  We have - on paper at least - fi nally arrived at a Single Sky 
for Europe.  The patchwork of national ATC systems, with its consequent ineffi ciencies, has for long been 
a fi nancial burden on European airlines, a source of delay for their passengers and, because of the extra 
fuel burn it produces, a negative impact on the environment.  The industry urgently needs its regulators to 
vigorously pursue the potential benefi ts of the Single Sky, to the benefi t of all.

Airports, too, raise a series of regulatory dilemmas.  The network carriers need access to Europe’s major 
airports, and in particular need unconstrained access to their hub airports, and they need it at an affordable 
price.  It has not escaped the airlines’ attention that, during the recent years of heavy fi nancial losses and reduced 
service, the major airports have managed to maintain their profi tability through their pricing mechanisms.

At the same time, we have seen the paradox of certain communities which are prepared to pay airlines to 
fl y to their regional airports.  Of course, subsidies to no-frills airlines affect the viability of parallel services 
operated by the network carriers.  The resulting distortion of competition is evidently something which must 
be addressed through regulatory action.

Let me address a third issue.  Environment.  Since aircraft emissions became a ‘live’ issue some ten years 
ago, the AEA airlines haves never shirked their responsibility to face this challenge.  In  acknowledging 
environmental concerns as a factor impacting mid-term growth, the AEA airlines are committed to an 
Emissions Containment Scheme.

In our view, emissions can and must be contained most effectively by bundling the factors which drive 
emissions.  One such factor is infrastructure.  Ineffi cient or inadequate infrastructure unnecessarily increases 
emissions.  Therefore one pillar of our containment scheme addresses infrastructural requirements, both 
in the air and on the ground.

Another pillar is technological development.  Noise and emission per aircraft have been signifi cantly 
reduced from one generation of aircraft to the next.  Manufacturers should be encouraged to maintain 
progress in this direction, and airlines should be encouraged to continue to invest in modern fl eets  - but 
of course they must have the fi nancial resources to do so. 

A third pillar is the market-based option of emissions trading schemes.  Now, we do not yet know how such 
a trading scheme would work in an industry where the ‘factories’ have wings and move around the world. 

There are numerous questions to be answered, as to how a Scheme could be devised which could become 
the template for a global solution and, ultimately, not least how much would it cost and what would it bring?  
We are committed to developing a model for a scheme which we want to discuss with governments, with 
the EU, with ECAC and of course within IATA, and with ICAO.

In a nutshell, infrastructure and environment are the key aspects which will drive the viability of aviation 
for the next decade. Both must be addressed, but not by pointing fi ngers. We must achieve consensus on 
the objectives, and on the means of securing a viable European aviation industry. 

That, ladies and gentlemen, is why I believe the issues this Conference has on its agenda are timely, 
important and, indeed urgent.  I wish this Conference the success it deserves, and I hope it will provide the 
orientation we all need.  Thank you.   
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Thank you for giving me the opportunity to give a key note speech here and convey some of the thinking 
within the Commission regarding the environmental challenges facing the air transport sector.
 
In 1961, the British physicist & author Arthur C. Clarke pointed out that: “Any suffi ciently advanced 
technology is indistinguishable from magic.”  I am sorry to admit that this quote does make me think 
about the subject of our session — the challenges we seem to be facing when trying to reconcile the 
demands of the air transport sector and the environment.

The prospects of continued strong growth in air transport and the growing concerns about the 
environmental impacts of aircraft operations can seem like a hard nut to crack – a very hard one. 

On the other hand, the same Mr Clarke also said that “When a distinguished but elderly scientist states 
that something is possible, he is almost certainly right. When he states that something is impossible, he 
is very probably wrong.”

We can hope that this also goes for aircraft engineers. In the Commission we certainly don’t want to 
be accused of pessimism, and I think there are ways ahead that have yet to be explored to their fullest 
potential. But this clearly requires additional efforts compared to business-as-usual.

In my intervention I am going to address 3 environmental issues – noise, air quality and climate change 
– in that order. While the programme said I will focus on the fi rst two, I will pay substantial attention 
to aviation’s climate change impact because the Commission is currently developing its position on this 
issue.

I would like to emphasise here that the environmental impact of aviation is an issue with a high profi le 
in the general public in Europe and where citizens get directly involved and have strong views. The 
spontaneous formation of environmental groups around the major European hub airports and the 
numerous letters from individual citizens to European Commissioners witness this.

NOISE

As you are probably aware, the recent years have led to the adoption of two Community Directives that 
are of specifi c relevance to airport noise issues.  The one you probably know best is Directive 2002/30/
EC on the establishment of rules and procedures with regard to the introduction of noise-related operating 
restrictions at Community Airports. The rules and procedures enshrined in that Directive implement the 
so-called “balanced approach” to noise management, a concept which was introduced with the adoption 
of Resolution A33/7 on aviation and the environment at the 33rd ICAO Assembly in 2001.

The second is Directive 2002/49/EC on the assessment and management of environmental noise, 
which is a horizontal measure covering all modes of transport. It requires competent authorities in 
Member States to draw up harmonised noise maps and implement action plans to tackle noise around 
the main transport infrastructures, including airports. Specifi c attention will have to be paid to noise 
exposure during the night, with the establishment of specifi c night-time noise maps.

These two Directives now need time to work. In the light of the experience gained in the implementation of 
these two Directives, the Commission will assess the need to take further action to address environmental 
noise, including around airports at night. 

As you are probably aware, there is a lot of pressure from some camps for Europe-wide night fl ight 
bans. It is not obvious how such a demand could be consistent with the balanced approach and the 
airport-by-airport way of dealing with the issue underlying it. On the other hand, it would be wrong to 
ignore the fact that airports, in some cases, do compete on a European scale and that this competition 
might deter local authorities from taking appropriate measures to address airport noise. It’s only 
reasonable to consider whether a level playing fi eld exists for such competition, or whether some form 
of further harmonisation at European level would be appropriate.
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My colleagues in DG TREN have commissioned a number of studies to look at these issues which have 
recently been published on DG TREN’s Web site. However, no policy conclusions have been drawn at 
this stage, and I would expect that any changes would be dealt with in the context of the reviews of the 
two directives that the Commission will undertake.

AIR QUALITY

Moving to air quality, I’d like to start by pointing out that I am speaking to you at a moment when we 
are about to make signifi cant new proposals in this area. In DG Environment, where I am responsible 
for the EU air quality policy and legislation, we are currently fi nalising a so-called Thematic Strategy on 
Air Pollution. This was called for in the Community’s 6th Environment Action Programme adopted by the 
Council and the European Parliament in 2002, and we are expected to deliver before this summer.

Air quality is in many respects a success story. Emissions of conventional pollutants from a number of 
major sources including road transport have been curbed or will be so in the years to come. To a very 
large extent thanks to European legislation. The introduction of 3-way catalysts and cleaner fuels have 
contributed a lot, but are far from being the only measures.

The good news for you is that in this context aviation is not the main focus. Emissions from road transport, 
from ships and from stationary sources are still of greater concern. However, you may consider it bad 
news that this is not to say that there is no problem.

Let me remind you of ECAC Recommendation ECAC/27-4, which wisely recognised that aviation also has 
a part to play in air quality. The recommendation starts by stating that: “Increasing air traffi c and its impact 
upon the environment could lead to breaches of NO2 limit values in European regulations designed to 
maintain local air quality and thus increase pressure upon regulators to introduce mitigation measures”

This is exactly what we can see emerging on the horizon. Authorities, particularly around the major hub 
airports, expect that compliance with NO2 limits could be challenging when they become binding in 2010. 
You may have read in the press that a number of cities in Europe are experiencing problems to respect 
the European air quality standards for fi ne particulate dust in the air. Fine particulate dust is estimated to 
be the cause of currently more than 300,000 premature deaths in Europe. And part of the reason why 
the issue is becoming so diffi cult now is that in many places, in spite of the fact that the standards have 
been known since their adoption in 1999, it is only now – in the 11th hour – that action is beginning to 
being taken leading to draconian measures which might not otherwise have been necessary.

Within the Commission we are currently considering whether any EU level action could help Member 
States in addressing this issue. Economic instruments providing incentives to reduce NOx emissions, 
such as NOx-differentiated airport charges, are an obvious option that more and more airports in 
Europe seem to fi nd attractive.  We would be very interested in what your views are on this.

In any case, I think it’s widely accepted that NOx problems around airports are due not only to aircraft 
movements but also to ground equipment and road traffi c to and from the airports. This is positive in the 
sense that a wider range of possible measures may be available to deal with the problem, some of which may 
be easier than tackling emissions from aircraft. But of course they still need to be taken to have any effect.

There is a clear choice to be made here. Either the responsible authorities start taking action now to mitigate 
the problem in order to have results by 2010 when the European air quality standard for nitrogen dioxide 
enters into force and resolves the issue, or else they do nothing and there is likely to be the same problem as 
currently experienced for fi ne particulate dust. In our view it would be in the best interest of the aviation sector 
to start working already now with the responsible environmental authorities to start solving the problems.
 
What seems fairly certain, however, is that air quality in the long run will be less of a challenge than the 
climate change impacts of aircraft.

CLIMATE CHANGE

There is little if any room left to doubt that climate change is one of the main challenges for sustainable 
development. Looking back over recent years we have all experienced what a changing climate may 
mean. In Europe we have seen some of the highest temperatures ever measured. The summer of 2003 was 
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exceptionally hot and ended up killing several thousand people here in Europe. Last year, an abnormal number 
of hurricanes hit the Caribbean and the United States, resulting in deaths and widespread destruction. 

While each of these individual events cannot be proved to have a cause-and-effect link with climate 
change, science does tell us that such extreme weather events will become more frequent and severe 
when global warming happens. Statistics provide food for thought in this respect: globally, the ten 
warmest years on record have all occurred since 1991. Looking ahead, simulations indicate that by 
the 2070s every second European summer is likely to be as warm as the summer of 2003. In short, we 
cannot ignore experience or dismiss the issue. 

And this is why tackling climate change is a major priority for the European Union. Earlier this spring, 
European Heads of State and Governments endorsed the conclusion reached by their environment 
ministers that reduction pathways for the group of developed countries in the order of a 15-30% 
cut in overall greenhouse gas emissions by 2020 must be considered. In the longer term, even more 
substantial reductions will be necessary.

It is in this overall picture that we need to see the need to do something about aviation’s contribution. 
There is no silver bullet to solve climate change. Many different contributions, small and big, achieved 
through different measures, will be needed to make suffi cient progress.

Before I explain what the Commission is doing to identify the best approach when it comes to climate 
change and the aviation sector, let me remind you fi rstly of aviation’s contribution to climate change, 
and secondly of the framework in which we are operating.

AVIATION’S CONTRIBUTION TO CLIMATE CHANGE

Aviation contributes signifi cantly to climate change in a variety of ways. It is responsible for emissions 
of carbon dioxide and nitrogen oxides and for the formation of condensation trails. In 1999, the 
Intergovernmental Panel on Climate Change (IPPC) estimated these effects, taken together, to contribute 
around 3½ per cent of human-induced global warming.  The IPCC further estimated that, on mid-range 
assumptions, this would rise to 5 per cent by 2050 if no action is taken.

However, these seemingly modest proportions do not include the potentially signifi cant effect of 
aviation-induced cirrus clouds. The science was not able to quantify with certainty the precise extent of 
the warming effect of these clouds. It still isn’t, but researchers are working on the problem. 

There is, therefore, more to aviation’s impact than simply the amount of fuel burnt. In the longer term, 
if policy is to be credible, it will have to take these other effects into account. And, when research has 
narrowed the uncertainty, the effect of aviation-induced cirrus will also have to be reckoned with. 

However, the immediate key concern, of course, is the predicted increase in emissions in the coming 
decades. We are of course aware that aviation has gone through a crisis in the wake of the attacks on 
11 September 2001, the outbreak of Severe Acute Respiratory Syndrome (SARS), the second Gulf War 
and the general economic slowdown. But for a long time before 2001, the aviation industry saw a strong 
growth. In the 1990s, intra-EU passenger traffi c grew on average by 6 per cent per year. More recent 
information confi rms it is safe to assume a general long-term growth trend in air transport, notwithstanding 
these set-backs. While this is understandably pleasing from a purely economic perspective, from an 
environmental perspective the effects of the emissions associated with this growth are very worrying. 
They mean that, as emissions from other sectors decrease – and emissions of greenhouse gases from 
most other sectors are decreasing in the EU – the relative importance of aviation as a source of climate 
change will rise even more rapidly.  Other sectors can hardly be expected to accept yet stricter measures 
if aviation is increasing its emissions unabated. And some sectors already subject to an emissions cap 
– such as steel production – are arguably more vulnerable to international competition than aviation.

Therefore, tackling aviation emissions is a key task in any strategy to manage air transport responsibly 
and sustainably.

Many of you are probably thinking that “the EU cannot do this alone – this is a problem that has to be 
dealt with at ICAO level – the EU as a region cannot solve this without other key countries and aviation 
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nations”.  I would remind you here that Climate Change has been identifi ed as a key issue for the Union 
by the Heads of State and Government and that there is a very clear consensus that the EU should be a 
front runner internationally in combating climate change.

INTERNATIONAL FRAMEWORK

Aviation nowadays is a global business. The role of the International Civil Aviation Organisation (ICAO) 
is therefore important and the EU has worked with ICAO for many years. Contracting States agreed at 
Kyoto in 1997 to work through ICAO to limit or reduce emissions from international aviation. But today, 
over 7 years later on, there is unfortunately no evidence of any such reduction or limitation. Indeed, 
the opposite is the case. Greenhouse gases from international aviation reported to UN Framework 
Convention on Climate Change by the EU 15 States between 1990 and 2002 increased by 67%.

The EU’s 6th Environmental Action Programme therefore foresees that the Community should act if 
necessary. It requires the Community to identify and undertake “specifi c actions to reduce greenhouse gas 
emissions from aviation if no such action is agreed within the International Civil Aviation Organisation 
by 2002.” The Action Programme was agreed by the Council and the European Parliament in 2002 
and it is legally binding on the Community.

Against this background, therefore, we have to consider European solutions. By moving fi rst we may be 
able to show the way for other parts of the world.

CONSIDERING THE INSTRUMENTS

At the core of the current debate is the question of the right economic instrument to involve aviation 
in efforts to combat climate change. There has been much recent discussion of the case for applying 
emissions trading to aviation. Before I talk about this option, I want to mention two other options 
– kerosene taxation and environmental charges.  While I am well aware that taxes and charges have 
few friends in the aviation community, they do have some clear strengths and any alternative would 
have to demonstrate advantages in terms of environmental effectiveness and economic effi ciency as well 
as political and practical feasibility.  And, needless to say, any action would have to be on the basis of 
non-discriminatory measures and in respect of the international obligations of the EU.

The exemption of aviation from excise duties on fuel is a special arrangement. In 2003, the Commission 
and EU Member States agreed that, as a matter of principle and in the interest of a consistent tax 
system, commercial aviation fuel should be taxed on the same basis as any other fuel. The 2003 
Directive restructuring the Community framework for the taxation products and electricity (2003/96/
EC) was a fi rst step in this direction. It allows Member States to tax kerosene on domestic fl ights and – on 
the basis of mutual agreement – intra-EU fl ights. The Commission and Member States are now investing 
considerable time and effort seeking to ensure a ‘level playing fi eld’ as bilateral air services agreements 
with non-EU countries are negotiated or renegotiated.

Secondly, the results of an analysis completed in 2002 on en-route emission charges could form the 
basis for a Commission proposal.  A key advantage of  such a charge is that it could better target all the 
different climate impacts of aviation, not only CO2, and that it could build on the existing infrastructure 
for route charge collection, so minimising administrative costs. It might also apply to both Community 
and third-country airlines without prior changes in the bilateral air services agreements, thereby 
avoiding distortion of competition. 

Such considerations have given rise to an interesting debate, both in Europe and more widely, which 
should help to provide answers to the important challenge of addressing aviation’s impact on climate 
change.

EMISSIONS TRADING IN AVIATION

Emissions trading, the third instrument often evoked, combines environmental effectiveness and economic 
effi ciency. Our reference point in thinking about emissions trading is the EU emissions trading system. 
The legislative framework for this scheme was adopted by the Council and the European Parliament in 
2003 and trading formally started on 1 January this year. Legislation has also been adopted (in 2004) 
to allow emission credits from projects under the so-called ‘Kyoto project mechanisms’ to be converted 
into allowances under the EU emissions trading scheme. 
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The EU scheme covers emissions from fi xed installations – more than 12,000 across the EU – in the most 
energy intensive and thus major emitting sectors. Member States may exempt installations until the end of 
2007 subject to strict conditions and approval by the Commission to protect fair competition in the internal 
market. The system initially covers CO2 emissions but from 2008 other greenhouse gases may be included, 
again subject to approval by the Commission. The Commission is required to report no later than the middle 
of next year on the possible inclusion of emissions from other sources, including transport for 2008 or later.

The key advantage of this instrument is that, because emission rights can be traded, emission cuts will 
be made where they are cheapest.  Emissions trading is a market-based instrument par excellence and 
it will reduce the costs of meeting the EU’s obligations under the United Nations Framework Convention 
on Climate Change (UNFCCC) and the Kyoto Protocol. 

The question now is: should emissions trading be applied to aviation?  And, if yes, how? 

Clearly this possibility merits serious consideration. Equally clearly, a number of diffi cult issues fi rst have 
to be satisfactorily addressed. 

Of paramount importance there would need to be assurance that incorporating emissions from aviation, 
with their special characteristics, would not impair the environmental integrity of the scheme. Other 
key considerations include how problems of discrimination on grounds of nationality and distortion 
of competition could be avoided. Another issue is the fact that aviation’s climate change impact is not 
allocated to Parties to the Kyoto Protocol. In this respect aviation would have to be treated differently to 
other sectors if it were to be included in the EU emissions trading scheme. Finally, let us also be realistic: 
Companies that are already participating in the Emissions Trading Scheme may not at all like the idea of 
aviation joining. They will certainly be concerned about the conditions under which that would happen.  

These are not simple matters and we are therefore studying them and discussing the implications with 
stakeholders. A specifi c study into some of these questions is currently being carried out for the Commission 
by specialist environmental consultants. They will be making a presentation to Member States and 
stakeholders on their provisional fi ndings in Brussels on 1 June. Their fi nal report is due early in July. 

I draw your attention also to the ongoing public internet consultation of the general public as well as 
interested parties which can be found on the Commission Web site and to which I would encourage you 
all to respond.

Any policy proposals and instruments will of course be subject to an Impact Assessment. This will look 
at impacts not just in the aviation sector but also wider effects on other industries and on society. The 
assessment will assess costs and benefi ts of policy options and help to lead us to the best way forward. 
This assessment is an integral part of arriving at the best option and therefore is already under way.

In parallel, the Commission is consulting stakeholders on their views on the three economic instruments 
– taxation, charges and emissions trading. I hope that you all will be putting your views forward in that 
consultation. The responses to the consultation, together with the results of the study on trading, will 
inform a Communication that the Commission hopes to publish in July. This will draw policy conclusions 
on all three economic instruments and recommend a way forward for the introduction of such instruments 
in EU. The precise timing and content of specifi c measures (such as any legislative proposal) will largely 
depend on the reaction of the European Parliament and Council of Ministers to this Communication.

CONCLUDING REMARKS

Ladies and gentlemen, dealing with environmental concerns is not an optional extra. The Commission’s 1999 
Communication on Aviation & Sustainable Development, proposed the following long term policy target: “to 
achieve improvements to the environmental performance of air transport that outweigh the environmental 
impact of growth”

It also proposed a wider use of economic instruments that allow to “reward the best” and “punish the worst”.

It is about time we get on with implementing this policy and I invite you to take a constructive approach!  
Thank you!
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I am pleased to have the opportunity of speaking to you this afternoon.  In particular, I am pleased to be speaking 
ahead of Roy Griffi ns, because in his previous role as UK DGCA he wrote the textbook on Constraints to Growth, 
which infl uences a great deal of our current thinking.  I look forward very much to hearing his comments.

‘Environment’, as it affects air transport, has a number of aspects.  I could very easily use my allotted time 
talking just about aircraft noise.  If I were an engineer I could concentrate on the technological challenges 
involved in meeting ICAO standards on local air quality.

I hope you will bear with me if I restrict myself today to an equally important aspect, namely global 
warming and in particular Carbon Dioxide emissions.

There seems to be a popular conception that the role of aviation in contributing to global warming is a 
recent discovery, and one that the airlines haven’t come to grips with yet.

It may surprise you that, since 1995, a number of European airlines  have been co-operating with 
international scientifi c agencies, fi tting aircraft with monitoring and analysis equipment and conducting 
high-altitude research into emissions and their effects.  

In every year since then, the AEA Yearbook has carried the same message - in order to continue growing, 
we must fi nd constructive solutions to the emissions challenge.

Let us try and break down the issue into its component parts.  Airlines burn fuel, and in doing so they 
create Carbon Dioxide, at a rate of 2.5 kg per litre of kerosene.  That sounds like a lot, but air transport 
in fact is estimated to account for just 2.5% of CO2 emissions from fossil fuels.  

So - let us fantasise here - if half the airline fl ying in the world were to stop tomorrow, the effect on the 
environment would be very small indeed.

Our problem is that we are a successful growth industry.  In the long term perspective, our growth rate 
is about 4% per annum, while our year-on-year fuel effi ciency improves by about 1.5%, so our CO2 
emissions increase by about 2.5% per year.  

If - and this is of course a big if - other sources of CO2 around the world succeed in making large 
reductions, then looking perhaps 20 years into the future, our share of the total would have increased to 
a level which we would fi nd very hard to justify.

There is another consideration.  For reasons which we in the industry do not really understand, we have 
an image problem.  We are seen as the great polluters.  

We are also an easy target.  Governments long ago discovered that taxes and levies on air travel are easy 
to impose, and generate impressive revenue streams.  They continue to believe, or appear to believe, that 
air travellers are a privileged elite and show little sign of understanding the essential role that air transport 
plays in sustaining Europe’s geopolitical cohesion and dynamics.

But this is not the time to complain or be complacent, we do need to take action.  In early March, the AEA 
Presidents’ Committee - it’s Board, if you like - requested the AEA Secretariat to develop a comprehensive 
‘Emissions Containment Policy’.

So... what are the elements of this Policy?  Firstly, it recognises the ongoing technological progress made in increasing 
CO2-effi ciency through investment in the latest generation of aircraft and engines.  It also involves the identifi cation 
and promotion of operational best practice which will serve also to reduce fuel burn and hence CO2 production.

A very important element in Emissions Containment is the infrastructure provision necessary to eliminate 
the huge amount of waste and ineffi ciency in the European system.  We estimate that in Europe each year, 
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350,000 fl ight hours are wasted due to Air Traffi c Management delays and non-optimal routings, which 
are not under the control of airlines.

Evidently, we have great hopes for the Single Sky project; I suggest that the environmental lobby should 
welcome it as much as we do.

All of these elements - technical, operational and infrastructural - aim to de-couple traffi c growth from 
emissions growth.  However, the aviation sector is aware that there is a residual gap to be bridged and 
this gap should be the topic for discussion on other measures.

When we speak of ‘other measures’, we refer essentially to two options:  a system of taxes and charges, 
or a market-based solution which falls under the general heading of Emissions Trading.

We in the airline sector are implacably opposed to the Taxes and Charges options, which we believe fail a 
whole range of tests.  They are aimed - let’s be blunt about this - at pricing passengers out of the market.  
With fewer passengers, there will be fewer fl ights, fewer fl ights means less fuel burn.

But - as I mentioned earlier - even high levels of taxation would have just a tiny effect on total greenhouse-gas 
emissions;  reduce demand by a few percentage points and the environmental impact would be minimal.

The impact would not be minimal, however, on the airline industry, on jobs, and on our customers.  Please 
more focus on positive impact of the aviation sector on economic growth and essential for the regional 
development/integration of EU.  One percentage point of the AEA’s market means three million fewer 
passenger journeys in a year, and let us not forget that we are talking about people who want to fl y, today 
they can afford to fl y, and tomorrow they cannot.  Further, there is no guarantee at all that the revenues of 
taxes or charges will be used by the authorities to reduce the climate change effect.

So let us move on to Emissions Trading.  ICAO recognised that this concept is the most cost-effective measure 
to limit or reduce CO2-emissions of aviation.  However, different regions in the world have different views on 
the need to implement an ETS.  We respect that the European Commission is committed to the Kyoto Protocol 
and as a consequence is considering if and how an ETS might be applied to aviation within Europe. 

However, this imposes quite a challenge for the European airlines!

Firstly, because aviation is a global business, a regional initiative will be much less effective than a global 
scheme, whereas European Airlines have to compete on a global level.  Further, ETS is more or less 
an untested approach in the aviation sector and a number of issues need to be resolved.  For all these 
unresolved technical or legal issues applies the rule that ‘the devil is in the detail’. 

We are confi dent that the European Commission will not take any ‘hasty’ decisions on ETS.

The main priority right now must be to defi ne and refi ne a scheme that everyone can understand, assess 
its impact, and buy into with enthusiasm.

In summing up, I would like to return to my brief references to noise and local air quality.  Both of these are subject to 
worldwide abatement programmes administered by ICAO.  In addition, noise is subject to a ‘Balanced Approach’ 
which brings in operational, technical and political considerations as well as straightforward reduction at source.

As I said, this does not mean that the problems have gone away, but at least there is a framework in place 
for addressing them.

No such framework exists at present for CO2.  Our Containment Policy echoes the Balanced Approach in 
its emphasis on technical, operational and infrastructural as well as regulatory solutions.

As for those regulatory solutions, we are open to work with the European Commission to explore and develop 
a consistent strategy which reconciles a number of different priorities - economic, social and environmental.

If the right decisions are taken now, we can plan for the future with confi dence.     
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I am going to talk about sustainable development: its green and its brown sides; and the challenges 
that this poses for Europe’s airports.  Challenges which have to be met: the brown, economic one; the 
green, environmental one, if airports in Europe are to develop sustainably; and if they do not develop 
sustainably, the will not develop at all. 

First the context: One of the biggest challenges facing Europe’s larger airports is providing capacity.

The fi gures speak for themselves:

European air traffi c is now expected to grow at the rate of 5% to 6% per annum - doubling by 2020 to 
2 billion passengers. 

By 2025, over 60 European airports are forecast to be congested.  Although few in number, these 
airports represent over 90% of commercial air traffi c in Europe. 

According to EUROCONTROL, in 2000, 23% of delays occurred at airports versus 77% of delays 
attributable to the en-route phase of a fl ight.  This ratio increased dramatically so that in 2003, 46% of 
delays occurred at airports while delays attributable to en-route went down to 54%.  With this trend, 
from this year onwards, airports are the bottleneck in the air transport chain.  

Will European aviation be able to cope?  Will passengers tolerate it?  I doubt it?
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We know that across Europe, you can divide airports into two main categories, those with insuffi cient 
traffi c and those with insuffi cient capacity.  Regional communities at Europe’s smaller airports greatly 
appreciate the role played by airports in boosting regional accessibility and social expansion, driving 
tourism development, and serving as national and regional economic motors.  Simple facts:

*  Total on-site employment at European airports was around 1.2 million in 2001 creating some 
1000 on-site jobs per million passengers per annum.  For every on-site job, another 2.1 jobs are 
created indirectly or through induced effects in national economies.  This means that once direct, 
indirect and induced employment is factored in: for every million passengers, each European 
airport supports around 3000 jobs nationally of which some 50% are generated in the immediate 
vicinity of the airport.   

*  Regional airports are equally important to their local and national economies.  In addition, in 
remote regions airports and air transport fulfi ls an essential social function, often connecting 
communities to key services, such as hospitals and further education.

These considerations put big ticks in the social and economic boxes of the sustainable development tests. 

Regardless of how far you squeeze the most out of existing airport capacity at Europe’s larger airports 
- the reality is that new runways and terminals are the only way to accommodate future demand.  But 
building new airports or expanding current facilities has become an increasingly diffi cult and lengthy 
task.  Getting permission and paying for the investment are massive tasks: they encapsulate the green 
(environmental) challenge; and the brown (economic) one.

Gone are the days of simplistic ‘predict and provide’ and of government largesse.  But to get the 
permission to grow, the aviation industry as a whole needs to tackle the environmental challenge.  Even 
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though airport operators are not the main polluters in the air transport sector, the industry must take 
these responsibilities seriously.  The benefi ts of technological progress must be harnessed to address 
noise and climate change.  Airport operators must have the fl exibility to impose local rules that address 
these concerns.  

The noise footprint of each aircraft movement must continue to be reduced over time.   Local air quality 
rules must be respected - and this involves more than just the aviation industry.  And global warming 
must be tackled through market mechanisms - notably the establishment of an open emissions trading 
system - and ways to address other global emissions must be researched.  Sustainable development is 
the key to future growth.

It is at airports - the interface between the sky and the human community - that aviation’s negative 
products are most noticed and measured.  Airports are always in the front line as targets for policies 
directed at reducing the environmental effects of air transport. 

Noise pollution is an emotive subject, as much a political issue as a technical one.  ACI EUROPE has been 
consistent in advocating the reduction of aircraft noise at source.  There is no better way to tackle noise 
pollution.  The very least the aviation industry ought to be able to offer to someone living beside an airport 
is the promise that the noise of each aircraft movement will reduce and continue to reduce over time. 

Airport operators must be able to apply and adapt local rules to address the noise challenge.  We must 
be able to force industry partners to embrace the notion that aviation as a whole will not be able to grow 
unless we are serious about tackling noise now and in the future.  The technology exists. 

Aviation’s contribution to air pollution and global warming poses different problems. 

Although aviation’s share of greenhouse gas emissions is currently only 2-3% - compared with 25% for 
energy production - it is the potential increase in aviation’s contribution that must be addressed if airports 
are going to be able to grow infrastructure in line with anticipated demand.  The Intergovernmental 
Panel on Climate Change has estimated that aviation’s climate change impact could rise to between 
5% and 15% if action is not taken to tackle emissions. Indeed, if other industries achieve their reduction 
targets, then aviation’s share of the remaining emissions could grow by 2050 to represent the single 
biggest contribution to climate change.

Without doubt, some progress has been made.  Today’s aircraft are 70% more fuel-effi cient than the jets 
of the 1960s.  But Europe’s airports have recently endorsed a plan to include the climate change impact 
of aircraft in fl ight in the European Union’s Emissions Trading Scheme (ETS) from 2008.  ACI EUROPE 
believes that the best prospect for controlling aircraft emissions is through economic instruments - 
especially the establishment of an open emissions-trading system. 

Why are airports getting involved?  Because if we cannot get permission to grow our facilities sustainably 
- then the entire industry collapses, stranding passengers, communities and commerce.
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The ETS - intended to enable European countries to meet their carbon dioxide (CO2) emission reduction 
targets under the Kyoto Protocol - came into operation in January 2005 and currently covers energy-
intensive industries such as electricity generation and the production of ferrous metals, cement, bricks, 
glass and paper, but not transport.    

The ETS covers about 12,000 industrial plants across the EU’s 25 Member States accounting for 
approximately 46% of Europe’s carbon dioxide emissions and 30% of total greenhouse gas emissions. 
The heart of the ETS is a system of allowances.  One allowance entitles the holder to emit one tonne of 
carbon dioxide.  These allowances are granted by national governments to companies free of charge. 
The vital point, however, is that the total number of allowances is capped, to refl ect each Member State’s 
Kyoto reduction target.

Aviation’s inclusion in the ETS will have a direct and benefi cial impact on the environment.  In contrast, 
taxation is a crude, blunt and unacceptable way of tackling the problems with no appreciable gain for 
the environment, unless you go so far in pricing people out of air travel that you abandon, even destroy, 
aviation’s economic and social benefi ts. 

Restricting airport capacity or pricing off air travel demand would have severe economic and social 
consequences.  Research shows that failure to provide increases in airport capacity could cost between 
2.5% and 3% of national or regional GDP, respectively.

We must build the political will to recognise the social and economic impact of airports and aviation.  At 
Europe’s larger airports, access to markets and external and international transport links are regarded as 
“absolutely essential” to enterprises making location decisions.  Large airports are seen as fundamental 
national economic motors, for example the role of Amsterdam Schiphol, London Heathrow, Paris CDG, 
Munich, Helsinki and Vienna. 
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These benefi ts are often overlooked.  But industry has a role to play, too.  To build for the future (mention 
study) - we must get the growth versus environment balance right.

Airport operators must be able to build the terminals and runways to accommodate future demand 
otherwise air travellers will soon face widespread delays as massive congestion and poor service 
standards cause chaos at Europe’s main airports.  Without capacity, there will be less competition, less 
choice, higher air fares, less economic growth, fewer jobs, more social exclusion.  Policy makers and 
national legislators must recognise these pressures and give the social and economic benefi ts delivered 
by Europe’s air transport industry their rightful weight in the debate on sustainable growth.

And, as a quid pro quo, Europe’s air transport industry must be ready to meet the environmental 
challenge: locally, with noise reduction per aircraft movement and tight air quality controls; and globally 
by joining the battle against climate change through entry into Europe’s, and hopefully soon the world’s, 
emissions trading scheme, as soon as possible, and certainly no later than 2008.

Thank you.        
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I start this speech with two aphorisms.
(i) Governmental policies are subject to the dictates of fashion.  Over a longish period fashions, by which I 

mean the intellectual basis of policy, swing from one theory to another.
(ii) No governmental policy can or should even try to anticipate all its consequences.  The success of its policy 

will not, however, be known until those consequences become clear.

I will start with history which you will all know but which is necessary for the logic of what comes later.

Governmental policy towards scheduled transport, from the 19th Century in the case of liner shipping, from 
the 1930s in the case of surface transport, from the post-war 1940s in the case of aviation was broadly 
based on the intellectual view that it was necessary, in the interests of safety and of the provision of services 
which met the public interest, that the effects of competition should be mitigated by some sort of system 
designed to approximate the supply of and the demand for services.

In inland transport, this principle was codifi ed in the UK in the Road Traffi c Acts of 1930, 1933 and 1934.  
Similar legislation existed in most, if not all, European countries and in the USA.  In shipping and civil aviation, 
which were essentially international services, it was necessary to fi nd other means to achieve the same ends.

In shipping, the conference system was broadly accepted by most governments as doing this without the 
need for a governmental system of regulation.  In aviation it was achieved by the negotiation of Bermuda I. 
Its principles were adopted in the domestic legislation of the countries of Europe and in the US, though the 
methodologies differed.

The Chicago/Bermuda system and the philosophy that underlay it had two confl icting characteristics: it 
chimed in with the then accepted policy on protection for infant industries, but its inherent infl exibility, 
aggravated by the growth of national policies of self-protection, led to increasingly restrictive agreements.  
For many years, Governments regarded the latter as an acceptable price to pay for the former.  It was not 
until the 1980’s (in Europe) that the balance of opinion began to change.  This sort of development is in fact 
a normal characteristics of such system of restrictive regulation.  In time they become too rigid and provoke 
a reaction in the other direction.  The concept of competition as a doctrine effectively superseded the concept 
of co-operation on which the Bermuda system was based.

As a result, we now have, within the EU and within each Member State, a market to which access is free 
to airlines owned and controlled within the EU.  It is diffi cult to say that this came about as a result of a 
fully thought-out rejection of the previous philosophy.  The fi rst two packages were the consequence of 
Memorandum No. 2 which was produced in 1984.  This was a reaction to events in the USA and the 
realisation that the same concerns existed in Europe and that unless the system was made more fl exible 
it would break.  By the time of the third package adopted in 1992, Delors’ policy of creating a proper 
internal market for goods was in full swing and the fi nal step on aviation policy was as a sort of automatic 
consequence.  There was, as far as I know, no serious consideration of whether the economics of scheduled 
transport lent themselves to a market to which entrance was unregulated.  It scarcely mattered, however.  By 
that time the fashion had changed and anyone who argued against it would not have been listened to.

By legislating for free access, the Community avoided one diffi cult problem.  For any other sort of policy, in 
particular for a policy which attempted to equate supply and demand in some way and to some degree, 
there would have had to be some sort of mechanism for allocating rights among competing applicants. 
Creating this at a Community level and working out the principles on which it would operate, would not have 
been easy.  It is a problem, however, which the Commission will soon have to face.

As the Community gradually takes over the process of negotiating bilaterals, it is bound to fi nd countries 
who do not favour unregulated access to the market.  This will entail a mechanism for distributing a limited 
number of rights to competing EU carriers.  If for example a Japanese carrier is given rights to, say, Frankfurt 
in return for rights for an EU carrier from, say, Milan, who gets the rights.  Alitalia, presumably best placed to 
maximise the value of operating them, or Lufthansa who will have to face extra competition? Or Air France, 
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or BA, who will no doubt argue that they can produce a better service linked with their own hubs.  I hope 
Ludolf van Hasselt will say something about this obscure but critical problem.

As will be apparent from what I have said, the swing of fashion from benignly regulated markets to free 
access took, in Europe, about 45 years.  Will it take another 45 years for fashion to swing back? Things move 
faster these days so probably not.  Whether and when fashion changes will depend on the conclusions of my 
second aphorism.  What are the consequences of existing policy and how are people reacting to them?

You will, I hope, have noticed that I have nowhere used the words ‘unregulated market’.  This is because the 
market is not unregulated.  Markets are rough places.  Some people gain, some lose out, and this applies both 
to airlines and their customers.  The result is political pressure designed to ensure that no one suffers from the 
consequences of the market.  We heard some manifestations yesterday.  One speaker wanted access to hubs 
at affordable prices.  This implies that the market price is not affordable.  But if we have a market, why should 
the market price not be paid?  The Commission has faced a series of state aid cases, some respectable, some 
not, designed to remedy what are seen as weaknesses in the workings of the market.  This trend has already 
started.  The French Government persuaded the Commission to approve USD 3.7 billion of aid to Air France.  
There are cases involving Olympic and Alitalia.  The Charleroi case has caused the Commission to produce 
guidelines covering state aid to airports.  And there will be more.  A number of issues thus arise.

The fi rst, and probably the most serious, stems from the importance which civil aviation now has for the economic 
development of a country.  If the European airline industry is to benefi t from the existence of a Europe-wide market, 
it will probably have to go through the same sort of process that the American airline industry went through, i.e. a 
process of amalgamation.  All economic theory predicts that this will happen. In the US, with a single government, 
this can be managed politically.  In the EU, how will a government react if it fi nds its economy dependent on 
communication via a hub in another country?  Even apart from the loss of political prestige, will it accept that its 
links with the wider world depend on airlines over which it has no infl uence?  Or will it seek to preserve its links 
by subsidy?  Subsidy in these circumstances would undermine the benefi ts of a large internal market, but will the 
Commission be able to resist the pressures it will face? State aids are probably the most political aspect of competition 
policy.  Politicians involve themselves.  Prime Ministers, or more usually Premiers Ministres, come to see the President 
of the Commission, in particular when they are of the same nationality.  But behind all the less reputable motivations, 
there is a real one.  Can a government realistically be expected to reply to complaints from its businessmen that fi nd 
themselves not at the hub of a system but at the end of a spoke, that that is what a free market entails?

Linked to this is the effect on the airlines themselves.  The AEA has produced papers which show that over a 
business cycle there is a marked tendency for the network carriers to fail to maintain the value of their equity, 
whilst their suppliers - CRS, air traffi c control, caterers, airports - seem to do very well.  The ACI paper makes 
the same point though ACI would probably deny that airports do very well.  This is apparently true in Europe 
as it is in America.  There, of course, the most frequent comments relate one way or another to Chapter 11. 
(I wonder how many people here have actually read Chapters 1 to 10.)  I am not sure whether, in Europe at 
least, this phenomenon is because the market is working or because it is not.  In aviation, Europe tends to be 
3 to 5 years behind the USA.  I suspect that if the single market worked properly, the consequent mergers and 
acquisitions would produce cost savings which would keep the industry going for a while.  But would it, in the 
end, fi nd itself in the same predicament as the US airline industry?  In short does this tendency demonstrate 
that scheduled air transport is, in the long term, unsuited to an unregulated market?

Can the Commission resist the temptation to mitigate the effects of the market?  Competition in the market is based 
on price and on quality of service.  DG Competition tends to insist on price competition; but DG TREN tends to seek 
to remove competition on service by rules such as those on denied boarding and by seeking to insist on a code 
of practice which would homogenise the service provided.  This of course is what IATA used to do.  The fault with 
the system that existed in Europe until the early 1980s was not that the service provided was bad but that it was 
uniform and expensive and made no provision for variations in the nature of the demand.  Does the Commission 
realise, I wonder, that some of the legislation it proposes is the lineal descendant of the rules on the IATA sandwich?  
Has the Commission the political will to resist the temptation to interfere in the workings of the market?  Can 
political leaders resist the temptation to regard the aviation industry as a source of money to rescue Africa?

And since this conference is about airport capacity, what are the infrastructural consequences of current 
policy?  There is no doubt that the liberalisation of the market has signifi cantly increased the number of people 
fl ying and consequently the demand for airport capacity, the constraints on which stem sometimes from 
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shortage of terminal capacity and sometimes of runway capacity.  It is getting increasingly diffi cult to build 
new runways and new terminals, partly because of people’s concerns about the environmental consequences 
and partly from a natural reluctance to see capacity expanded from those whose lives would be most affected 
by it.  In this country airports tend to be privately owned or if they are not at least try to behave as if they 
were.  As demand increases is it in the interests of their shareholders to try to meet it?  As capacity acquires 
a scarcity value can they increase their profi ts and in consequence their dividends?  Their charges are subject 
to regulation but any self-respecting commercial organisation can fi nd ways around a regulation.  John Burke 
said that airports do not make money on their investments but the public interest requires new capacity to be 
built.  But does it?  It is equally arguable that the public interest is synonymous with the allocation of resources 
by the market.  He also talked about intense competition amongst airports. I f you want to see what inter-port 
competition is like, look at the seaport industry.  The degree of competition is in a different league.

It was clear yesterday, however, that the allocation to airports of resources by the market is not widely 
accepted.  David Rowlands said that the market could not be relied upon to provide new airport capacity 
in time.  And there is no doubt that the stimulation of economic activity by airports is regarded as a reason 
to subsidise them.  We see some evidence of this in the Charleroi state aids case, which I see Ulrich Schulte-
Strathaus is going to speak on.  In many countries both airports and sea ports are seen as generators 
of economic activity.  Regional development is seen as a reason, or at least an excuse, for state aids. 
Infrastructural developments for general use are regarded as acceptable recipients of state money.  But 
should they be?  On the short-seas between Great Britain and the Continent there is a serious risk that state-
aided ferry operations - the aids often given by way of the port facilities - will undermine the economics of 
fully commercial operations. Is there a risk that the same will happen in civil aviation? Will the acceptance of 
a degree of state aid for regional airports and the no-frills carriers which tend to serve them in fact deepen 
the problems of the network carriers and have an impact on the airports which they tend to serve?

There is also another aspect to all this. The internal market in aviation was created by Community legislation. 
The Community has started to take over the negotiation of bilaterals. The demand for infrastructure will thus 
be the result of Community policy; the supply is, at the moment, the responsibility of national, regional or 
local governments and in some cases private companies. It is not a wild piece of imagination to envisage 
a situation where the Community negotiates an agreement which stimulates services to an airport which, 
for political, social, environmental or other reasons, does want to have them. Then what?  The Commission 
uses its power on Trans-European Networks (TENs) to stimulate investment in railway infrastructure and (just 
a little) in that of other modes which it regards as in the wider Community interest. There is pressure in the 
European Parliament for a policy on seaports.  Shall we see the same in respect of airports?  Will airports 
ever attract commercial money the way seaports do?

This has been a very interrogative speech. But there are two basic questions which we should keep in our 
minds in today’s debate.

The fi rst is that underlying all these questions is a much more fundamental one. Civil aviation policy is moving 
from the old philosophy of co-operation and market regulation to one of competition and free markets. 
Yet we see the Community behaving as though aviation was still a cartel which had to be regulated. Is this 
because the acceptance of a free market philosophy has still some way to go? Or is it because governments 
have seen its social and political consequences and do not like what they see? Has the pendulum begun 
to swing back or is it still moving along its original course. Is the free market an end in itself? Or is it just a 
measure to shake out the rigidities of the previous system?

The second is that the answers to these questions will be given, ultimately, by politicians. So, of course, they should 
be. There is a serious debate to be  conducted on whether it is sensible to write competition policy into law and 
leave it to be administered by lawyers and courts. But the nature of political decisions is not always conducive 
to longer term philosophies. The point is well put by Gibbon in The Decline and Fall of the Roman Empire. He 
is discussing why Constantine adopted Christianity as the offi cial state religion. He argues that the reason was 
not spiritual conversion but short-term political interest. He introduces this argument with the following sentence: 
“But the counsels of princes [for which in the present context read Ministers and Commissioners] are more often 
infl uenced by views of temporal advantage than by considerations of abstract and speculative truth.”  
      
I think that we should listen to today’s debates with these thoughts in mind; and that it is high time that I sat 
down and let the debates begin.  
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Managing Director, BAA Edinburgh 

SETTING THE SCENE - THE GLOBAL PICTURE

World aviation industry has had a rough ride, particularly our airline partners.  Confl ict, terrorism and 
rising oil price all taking their toll.  Now an unprecedented need for change, consolidation and cost-
effectiveness and control.

SO, DO AIRPORTS GENERATE ECONOMIC ACTIVITY?
Yes they do.  I have no doubt about that and I’m sure most people in this audience agree.

We know, for example, that more than one million people work at European airports, with twice that 
number of jobs created indirectly elsewhere in the economy – those fi gures speak for themselves. 
Furthermore, it is now accepted that for every million passengers, each European airport supports some 
3,000 jobs, approximately half of which are generated in that airport’s immediate neighbourhood.

So it is clear that the international aviation industry remains a powerful catalyst for social and economic 
development across the world.  However, there are signifi cant challenges for the industry, and for 
policy-makers, if this catalyst is to work.

Today, we live and do business in what we call a global economy.  That well-worn term tends to paint 
a picture of some enormous community and market place.  But in reality, the underlying growth of the 
world’s aviation industry means that the world has never been smaller and it has never been easier to 
do business on that international stage.

I am here today to outline my view, BAA’s view, that airports and aviation will remain key economic 
enablers and increasingly effective conduits for the movement of information, talent and travellers 
around the globe.

In any country, be it Scotland or any other place, fast international connections are more valuable than 
ever before, for a number of reasons.

I want to look in some detail today at the key areas where growing and sustainable airports can support 
economies and communities and, as I go through these, outline where I think the key challenges lie if this 
industry is to grow and stimulate economic activity in the years ahead.  In particular, I want to discuss 
three specifi c areas and the potential barriers to success which may lie therein.  These include: -

• Connectivity and access to markets
• The development of regional airports to deliver much-needed capacity and bolster regional economic 

development
• And fi nally, a subject close to my heart: the future economic impact of tourism on the world’s economies

FIRST, CONNECTIVITY…
There is little doubt that companies looking to invest, i.e. locate, in countries want fast and effective 
access for their people and goods to markets in every corner of the world.  This can be delivered 
through effective partnerships between airports and local planning authorities, tourism and business 
organisations and Governments.  

I want to make two points… First, Government can and should promote strategic inward investment and 
economic development policies which encourage businesses to locate close to large hub airports such 
as Heathrow, Paris CDG or Schipol and close to fast-growing airports such as Edinburgh, if I might be 
parochial for one moment.

In a few weeks, the Royal Bank of Scotland’s world headquarters will open, sited no more than a couple 
of miles from Edinburgh Airport.  It is no secret why RBS chose that site and, before the decision was 
taken by RBS to locate in West Edinburgh, we were in no doubt that the future development of Edinburgh 
Airport, and its route network, was in a key consideration for the bank.
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Second, effective partnerships can work to secure new international routes.

In Scotland, BAA is investing £15 million a year in a long-term, £95 million route development fund, 
through which we offer signifi cant discounts to airport charges (an issue to which I will come back) 
and high levels of fi nancial support for route marketing campaigns.  This route development fund has 
delivered nearly 60 new services, international and domestic, since we launched it in 2002.

Here in Scotland we are backed by a similar fund, run by the Scottish Executive - Scotland’s devolved 
Government - and we work closely with the local authorities and tourism agencies around our airports 
to build working partnerships which deliver the connections and help sustain them.

The need for fast and reliable access to markets will not go away, indeed as companies like RBS grow 
their business interests across the world, it will become even more important than it is today.  And for 
the record: today, according to research carried out recently for ACI Europe, some 40% of goods (by 
value) travel by air.

So you can see how our business is relied upon to grow, sustainably, in support of international business 
and commerce, in turn delivering valuable benefi ts back to communities and the wider society.

However, this too brings challenges.

We can only grow with the support and trust of those communities and we must grow responsibly.  
Again, I will come back to that point.

As I have suggested, there are important economic roles for hub and regional airports.

DEVELOPMENT OF REGIONAL AIRPORTS

Which brings me to the second of my key points.  And I address this to all policy-makers, Government 
and industry.  One of the most signifi cant threats to airports’ continuing ability to deliver social and 
economic benefi ts on the scale currently being seen is congestion at major airports.

It is not yet such a major issue at regional airports, although we need only look to the hubs to learn 
valuable lessons for the future.

It takes a long time to approve such major and contentious developments as new runways.  Some will 
argue that long periods of consideration represent the right approach.  I certainly agree with the need 
to engage with communities and those affected by such developments, but with good, focused long-term 
planning, it need not take as long as it does today and we should avoid, at all costs, running short of 
capacity where it is needed and where it is important.

Similarly, we should be mindful of the need to make the best use of existing capacity before we build 
more.  Future generations will not thank us for putting down runways nobody uses.

I should say at this point that the UK Government’s 2003 White Paper, The Future of Air Transport, was an 
excellent example of what can be done in terms of strategic long-term planning.  Never before has the United 
Kingdom had the clarity around the future of our airports that we have now and we have commended the 
Government for delivering a policy document which was badly needed and never likely to be popular.

But, whatever your view on the planning processes in place around Europe, it stands to reason that regional 
airports will play a more important role than ever before in supporting regional and national economies.

Regional airports support local trade, commerce and industry.  They provide excellent, skilled 
employment opportunities for local people and inject money directly into the local economy.  These 
airports support local tourism businesses and the hospitality industry.  But they also support national 
economies, through the provision of much-needed airport capacity.

Look at the UK for example - our principal hub airport, Heathrow, is nearly full and the next new runway 
to be developed in the UK will be at Stansted in 2012.  So between now and 2012, it will be for regional 
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airports to provide the capacity needed and, with the White Paper, we have a detailed framework for 
responsible growth.

SUSTAINABILITY AND RESPONSIBLE GROWTH

Let me dwell on the word responsible for a moment.  There lies another real challenge for us all.  

In the UK, the Government has put in place a long-term vision, which allows responsible and timely 
growth, in the best interests of economies, the environment and our communities.  With airport 
development comes the need for great balancing acts around sustainability.

By sustainability, I mean realistic pricing of capacity and environmental sustainability and our ability 
and willingness to do something about our impact on the earth’s climate.

Let me discuss the latter fi rst.  Striking a sensible balance between growth and impacts is hugely 
important but we must acknowledge there are actual environmental limits which cannot be traded off.  

LIMIT TO PLANET’S ABILITY TO HANDLE GREENHOUSE GASES

CLIMATE CHANGE

One only needs to look at the rise and rise of climate change on the global political agenda, to understand 
that aviation faces one of its most stern tests yet.  If we are to grow, then we must do so responsibly.

We have a responsibility to protect future generations from the actions we take today.  Nobody, certainly 
nobody in this room, should step back from that responsibility.

Our share of total greenhouse gas emissions is small but it is growing and we are no different from any 
other industry in terms of our duty to do something about it.

BAA’s chief executive, Mike Clasper, who was due to address you today, told a climate change conference 
in Brussels last week that, in his view, the aviation industry faces two “potential and divergent futures”.

One, a market-driven future, will see aviation grow, providing the important connections our businesses 
and economies need to be successful on the world stage.  The alternative is not nearly as attractive.  It 
is a world of over-regulation, where aviation is constrained by the burdens of regulation, legislation 
and fi scal measures, all designed to contain the damage to the world’s climate.  Surely nothing puts the 
social and economic benefi ts of aviation at greater risk.

So the future for which we should aim is the market-driven world where environmentally credible and 
market-based measures are used to encourage innovation, drive improvements in performance, at least 
cost, and, most importantly, deliver genuine reductions in greenhouse gas emissions.

I am here today to discuss the role of airports as generators of economic activity.  The issue of 
climate change and how we manage our impact is, arguably, the most significant barrier to our 
ability to drive economic activity and I would urge you all to join the debate, be vocal and aim the 
entire industry at the sensible, market-driven future which is clearly in all our long-term interests.

The second sustainability challenge revolves around pricing and airport charges.

The main theme of this conference is “airport capacity – facing the crunch in Europe.”  It is, as we are 
fi nding, a relevant theme which has inspired many interesting views.  I spoke earlier of the need for 
great balancing acts and sustainability.

For me, the word sustainability applies as much to the pricing of airport capacity as it does anywhere 
else in our business.  I have already outlined how BAA in Scotland supports route development through 
discounted charges and fi nancial support for marketing campaigns.

As I am sure my airport colleagues understand, we are under pressure sometimes to cut our prices 
further, often to the point where airlines are expecting to pay nothing for the facilities they use.  That is 
a dangerous scenario and is not in the best interests of any airport, nor any economy.  Why?  
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To give away airport capacity is to handicap future generations and compromise the future investment 
and development programmes which generate economic value for communities and economies.  Put 
simply, airport charges refl ect an airport operator’s ability or otherwise to invest in its future.

If airports bow to the pressures of some airlines and reduce charges to unrealistic levels, then how is 
the necessary investment in new capacity funded when the same airlines demand better facilities for the 
ever-increasing numbers of passengers they are delivering?

We need to keep our heads.  Yes, negotiate.  But keep one eye on the future.

Our route development fund, and our partnerships with the Scottish Executive, airlines, tourism bodies 
and local authorities have delivered new services and our airports are handling more travellers than ever 
before.  At the same time, BAA is investing £500 million in a ten-year capital investment programme which 
allows the airports to grow to cater for more passengers and more airlines, serving more destinations.

It is the right approach.  Right for our business, right for our airlines and right for the communities in 
which we operate.  And, of course, it is the right way to deliver back to the economy.

TOURISM

Finally, before I offer my conclusion, I want to briefl y consider the future economic impact of tourism and 
how airports can support that valuable industry.

Tourism is worth billions to the world economy.  In the UK alone, the industry accounts for 3.5% of the 
country’s economy, is worth more than £74 billion and employs 2.2 million people.  These fi gures are 
expected to increase.

There is no doubt in my mind that the tourism industry is a key economic lever and that airports are in 
effect facilitators of its future growth.  At Edinburgh, for example, our 25-year master plan, due to be 
published in May, will forecast a signifi cant increase in the number of international passengers arriving 
in Scotland through our airport.  I cannot be exact ahead of publication.

But what these forecasts tells us is that in-bound tourism to Scotland is going to increase dramatically 
and that Edinburgh Airport will play a fundamental role in terms of its international connections and 
its facilities.  The challenge here encapsulates what I have already said about route development and 
sustainable pricing policies which promote our ability to invest in the future.

Think about it - here we have an extraordinarily important industry – tourism - which in the future will 
rely more on airports and air travel than ever before.  So the decisions we as an industry take today will 
infl uence now only how we develop but how other industry’s evolve.  It’s a sobering thought.

In conclusion, airports will clearly go on generating economic activity for many years.  However, there’s 
a challenge or an obstacle pretty much every way we look, ranging from the climate change debate and 
the need for responsible airport development policies, which we can infl uence, to the effects of world 
terrorism and confl ict, which unfortunately we cannot.

On balance, I am sure we are equipped to meet those challenges and look forward to playing my part 
in our exciting future.

Thanks for listening….   
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CONCLUSIONS

This has been one of the most interesting and, I believe, successful Dialogues.  So my first duty 
is to thank all of you who participated, and in particular our speakers and moderators. 

I would like to highlight some of the more interesting points of view that we heard yesterday 
and this morning.

Let me start with a request addressed to myself and my fellow regulators.  The airports appealed 
to us to worry less about airlines in future and more about airports in terms of the imperative 
need to find money to provide additional capacity.  We are reminded quite rightly, I believe, 
of the importance of airports as generators of economic activity.

We heard that 75% of European airports see no possibility of adding new runways in the next 
20 years.  That gloomy outlook makes us sit up and take notice, particularly as we are also told 
that within 5 years the top 20 European airports will have severe capacity shortages.

You might think that with our airports filling up or bursting at the seams that our airlines are 
making huge profits.  This is far from the case.  Although passenger traffic is growing very fast 
and load factors are at near second levels, European airlines’ profits this year - their first since 
1998 - are very small.  They are so small indeed that no self-respecting business would accept 
them as adequate over the long run.

Although airport charges represent a smallish part of airline’s overall costs, they are 
nonetheless important.  It is essential that Governments exercise their role - whether directly 
or by appointing an independent regulator - to ensure the balance between airports’ genuine 
needs for funding and the levying of appropriate charges on their clients, the airlines.  A 
healthy airline industry is also vital to Europe’s economic growth.

On a brighter note, we can congratulate our industry and in particular EUROCONTROL on the 
vastly improved delays situation - particularly delays imputed to airspace problems. 

On capacity, therefore, it is clear that we must strive to squeeze the last drop from the current 
system, given the difficulties of increasing it either by new airports or new runways.  On the 
last point, we pin some of our hopes on the ideas to be outlined by the European Commission 
in a Discussion Paper we eagerly await.  The Commission will also we are told shortly publish 
its ideas on the next phase in Slot Allocation and here we can expect secondary slots trading 
and perhaps auctioning of new slots where new capacity is created.  Innovative thinking is 
essential. 

The second strand in our Dialogue was the environment.  We heard different points of view 
on aviation’s environmental record.  What may be true is that air quality problems attributed 
to aviation will pose less of a challenge in the long run than its role in contributing to global 
warming.  Aviation causes about 3% of human induced global warming.  If we do nothing, that 
figure will be 5% by 2050.  That is unacceptable to all of us - airlines, regulators and society 
itself. 

We may see aviation joining the European Union’s emissions trading scheme.  The Commission 
will have in July a report from a specialist team of environmental consultants on the impact of 
aviation joining the scheme.

Airlines are very well aware of their responsibility to all of us.  They take their role in ensuring 
a clean environment very seriously.  AEA, for example, has its own emissions containment 
scheme.  Any temptation to put airlines on one side of the environmental argument as the cause 
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of a problem must be resisted.  We are all in this together and solutions must be arrived at by 
co-operating and a joint recognition of the size and importance of the challenge.  

To be quite clear, when I say joint I am looking beyond Europe.  This is a worldwide challenge.  
We heard from the FAA of very interesting and innovative work on the next generation air 
transport system.  We should take up the FAA offer to share expertise and ideas on this 
promising approach.

A word about liberalisation in Europe.  We heard this morning an appeal against too many 
burdensome regulations from the Commission which would have the effect of putting EU 
carriers at a disadvantage vis-à-vis third country competitors.  We should listen very carefully 
to that point.

That’s it.  My sincere thanks to all of you for a successful Dialogue.  A particular word of thanks 
to our sponsors BAA, Manchester Airport and the AEA for last evening’s wonderful meal and 
entertainment.   

May I add a final personal note of appreciation to John Steele who managed to my amazement 
to introduce into a discussion on capacity and environment Gibbon’s Decline and Fall of the 
Roman Empire.  That was worth waiting for!   
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