No new airports! No newly-built runways
It can be done, and done soon, 

using the simple proven method of Slot Auctions:

In brief, here are the benefits of airport slot auctions:

(a full technical explanation is given at the end)

( Makes the most efficient use of existing airport capacity

( No need for any new airports in the UK

( No need for any new runways at any  airport

(Auctioning airport landing slots is possible—the 3G auction showed that.

( The Treasury has known about air-slot auctions since 2001—and has done nothing.

( It is easy to do but does require a proper design—ask the economists who did 3G.

( It can be done quickly—within a couple of years.

( This could be a popular tax, because it does not cost the passengers a penny—this tax only cuts into the excess profits of the airlines. 

( The tax revenue from auctions could be £1 bn or maybe up to £5 bn.--Compare this with the £0.9 bn raised by Air Passenger Duty the flat-rate air-ticket tax.(To be replaced in Nov 2009 by a tax on aeroplane take-offs, better but still problematic)
( Part of this revenue could be used to cut the cost of flying for ordinary folk --  abolishing this regressive flat-rate Air Passenger Duty. 

( It encourages airlines to be more efficient -- especially with their fuel costs.

( Airlines will serve a wider spread of airports -- more convenient for their customers.
( In future, any government wishing to reduce the ‘carbon footprint’ of the airline industry could simply adjust the number of available slots downwards.

(This could also apply to noise-reduction early and late in the day.  

Technical explanation:

Auctioning airport landing slots is an example of Land Value Taxation. The limited resource of airspace is at present given away for free to airlines who acquire a sort of squatter’s right. (Sometimes this giveaway has even been organised as a lottery
). These slots are valuable: At Heathrow a single slot changed hands for £10 mn
. One of the reasons for Ryanair’s bid for Aer Lingus was to acquire Heathrow landing ‘rights’.

Who owns these slots? Doubtless the airlines would ague for ‘grandfather rights’, the airports would claim that they own the tarmac (this is further complicated by the ownership of some airports by local municipalities). What is clear, and could easily be clarified by an act of parliament, airspace is publicly owned. This was established in the 2002 3G auction of the right to rent airspace for telephony. 

Once the number of slots available at each airport had been established, then airlines could be invited to bid for them for the following year. Slots would be identified by day of the week and time of day, with some slots being more valuable. Even at regional airports some slots will have a positive value, although some could even be dispensed for no charge (for example to low-cost airlines or for freight operations). Queuing or ‘stacking’ as it is called in airline parlance indicates excess demand, which should be reflected in reduced availability of slots in the following bidding round.

The total revenue generated: The amount that could be generated by slot-auctions is  substantial. McCarty & McDonnell (2004) report that a single slot-pair trade (between airlines) netted £10 million (and this on the basis on doubtful ownership). They estimate the slots at Heathrow alone have a total imputed value of at least £1 bn. One surprise result of the 3G auction was that the full extent of the value of rights to a limited resource turned out to be far greater than expected. A similar result could be expected from a slot-auction. It is important that the auction be properly designed – Binmore & Klemperer (2002) explain how it should be done, and how other auctions elsewhere, badly designed, let huge sums elude the Treasuries and were captured by commercial interests. The annual revenue from a slot-auction in the UK could well be in excess of £5 bn. This compares with the yield from the Air Passenger Duty (a flat-rate tax on each ticket sold) of £900 mn for fiscal 2005/6 reported by H M Customs & Excise, 2006. (Note: An announcement of the doubling of APD was made in December 2006 by the then Chancellor of the Exchequer, Gordon Brown. Anticipated Revenue of £2 bn is shown for 2007/8 in the 2007 Autumn Statement, as a result of the new level of this tax.)

Won’t the price paid for slots increase fares? No! Any first-year student of economics could explain the difference between economic rent and production costs. Economists from Ricardo onwards have identified ‘economic rent’ as the free bonus which the land (or resource) owner extracts from the users of land and resources. The amount of resource is fixed—only a given amount of land or airspace for landing slots is available, and its cost of production is virtually nil. Ceding ownership of the slots to the airlines boosts their profits—a windfall bonus to the shareholders. Taxing away this economic rent claws back this windfall to its rightful owners—the public. The price of airfares is unaffected because they are determined by supply and demand in the competitive airline market.
Air Passenger Duty (APD) does cause airfares to rise. Again basic economic theory supports this. The costs to the passengers do not rise to the full extent of APD. The exact effect depends on the elasticity of demand for air travel—usually considered quite elastic, as a luxury item. One particularly malign effect follows from the flat-rate nature of APD: This ensures is hits cheaper fares harder that the more expensive, creating a regressive effect for the less well-off. 

APD axed!: In the October 2007, the Chancellor of the Exchequer’s Pre-Budget statement says that “from 1 November 2009, the Government proposes to replace APD with a duty payable per plane rather than per passenger, and will begin a consultation shortly. The consultation will consider ways to make aviation duty better correlated to distance travelled and encourage more planes to fly at full capacity. In introducing this duty, the Government will also take into account the impact on freight and transit and transfer passengers, consistent with its wider economic and social objectives. In advance of the introduction of a per plane duty, APD rates will be frozen at their current level for 2008-09”.

(Replacement of APD with a per-flight tax, with consultation on its exact form  is a great  opportunity to campaign for air-slot auctions. Why should the take-off tax be the same for Heathrow as for, say, Cardiff or Benbecula? How will different rates of tax be worked out? (if differences are to be made). Why not let the market decide?) 
But is this a green tax? It can certainly be seen as a way to reduce the carbon footprint of air travel. In the post-slot-auction world, airlines have to compete to reduce costs, instead of capturing the economic rent from unwarranted ownership of landing slots. This can be done by using (and filling) larger, more fuel-efficient planes. They can seek more efficient aircraft, or operate in more fuel efficient (slower flying?) means. Remember that all this comes as a benefit to the customer, not a cost (although some jobs may go). If the fuel efficiency gains are insufficient for governmental target CO2 reductions, then a reduction in total number of slots can be arranged in a very short time-frame. This is a much more effective method compared to taxing aviation fuel. Indeed it could be argued that the price of a landing slot at auction—its economic rent—captures all the various tax advantages enjoyed by air transport. (for a list of the unwarranted advantages enjoyed by airlines see the paper by McCarthy)

Could this be an environmental tax?  Environmental harm in the case of aircraft movements usually means noise at unsociable hours. This too can be limited in a simple direct way, with the benefits/costs being re-distributed over the remaining slots. Total revenue should be undiminished, as the remaining slots become more valuable.  
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The Proposal: That existing UK airport capacity be capped and then shared out amongst competing airlines, not on the basis of prior ‘rights’, but by an open competitive bidding process. The proceeds of this auction (estimates range from £1 bn up to £5 bn p.a.) for the use of our national airspace would accrue to H M Treasury. This would be like the 2002 auction for the use of  bandwidth for 3G mobile phones which raised £22 bn.








Policy Option: Cancel all plans to build new airports, or to expand provision at existing airports. This is not an inevitable consequence, but such a politically popular move would be made eminently feasible by slot-auctioning. (‘Popular’ in this context relates to anti-airport noise pressure groups, green lobbying groups, but not of course the airlines or their advocates in the government)








Policy Option: (Use the revenue from slot auctions to axe Air Passenger Duty. This will cut the cost of air travel and help the moderately less well off.) 











Policy Option:  The total number of slots available can be manipulated up or down at short notice, without massive disruption to airlines or their passengers (within limits). This could be in response to ecological concerns to reduce CO2 emissions or to curb environmental harm from excessive or unsociable noise. Both  can easily be contained in predictable ways unlike the effects of fuel taxes.








� see � HYPERLINK "http://www.conallboyle.com/lottery/06NYlaGuardiaAirptSlots.doc" ��http://www.conallboyle.com/lottery/06NYlaGuardiaAirptSlots.doc�
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