
 

 

Rt Hon Phillip Hammond MP 

Chancellor of the Exchequer 

HM Treasury 

1 Horse Guards Road 

London SW1A 2HQ 

 

 

27 September 2016  

 

Dear Chancellor 

 

Transport taxation 

 

I write, as I have done in the past, on behalf of an established Transport Taxation Group of environmental 

and transport organisations and researchers. We make some suggestions below for consideration for your 

Autumn Statement and, later, for your 2017 Budget. 

 

Air quality 

Recent research and vehicle testing experience have shown some of the consequences for air pollution of 

rising numbers of diesel vehicles, encouraged by previous government policies concentrating on carbon 

emissions. As a result of such policies, over half of new vehicles and four fifths of company cars are diesel. 

We suggest the following fiscal and policy measures to respond to last year’s Supreme Court judgement: 

1. Increases in the differential between duties on diesel and petrol and higher VED on diesel vehicles 

2. Increases in differentials on company car benefit rates 

3. Adoption of a system of feebates (a combination of fees and rebates). Such a system has been used 

in the USA and recently adopted in France. A particular benefit of its introduction in the UK at the 

present time would be the stimulus for electric and other low carbon vehicles. The scheme design 

can incentivise vehicle manufacturers to innovate to attract buyers. We have prepared a report on 

this which we should be pleased to share with officials. 

 

Climate change 

Transport remains the biggest obstacle to conformity with obligations under the Climate Change Act. 

Increases in road fuel duties and VED must be at the heart of measures to decarbonise transport. Oil prices 

in sterling well below their peak levels provide an opportunity for such measures. We urge you, Chancellor, 

to grasp this opportunity. Such increased duties would reinforce other measures to meet the Government’s 

policy objectives, including air quality and control of public expenditure. 

 

Public expenditure 

We urge you to redirect expenditure from expensive inter-urban road schemes to less costly and more 

effective local expenditure. The former generate congestion; the latter relieve it. Again, we have prepared 

reports on this which we should be pleased to share with officials. 

 



 

 

Freight transport is heavily subsidised. VED on heavy lorries has remained unchanged since 1990. Apart 

from distortion of transport policy, subsidising VED directly increases road maintenance costs. HGVs are up 

to 160,000 times more damaging to road surfaces than the average car. This is because of the mechanics of 

operation (axle weight to the fourth power) and should be reflected in user charges through taxation. Such 

charges should be higher VED and/or distance based charges. 

 

VED increases should not be confined to heavy lorries, but extended to vans. Their use is expanding fast, 

frustrating efforts to cut congestion and providing, in the case of larger vans, alternatives to lorries. These 

consequences of economic growth should be curtailed by increases in VED, based similarly to cars. The 

‘showroom tax’ on cars and the link with CO2 emissions have supported the industry’s technological 

improvements in emissions and should be extended to vans. 

 

Runway capacity and aviation 

As you will know, we and others in the environmental movement contend that new runways are not needed. 

The strong tendency towards larger planes and reduced holiday demand because of exchange rate changes 

offset pressure on runways. 

 

Demand for air travel is highly skewed. 15 per cent of passengers account for 70 per cent of flights from the 

UK. We are suggesting the replacement of Air Passenger Duty by a Frequent Flyer Levy. This would be 

designed to provide one flight each year free of tax, and an escalating scale of charges for those taking 

frequent flights. We appreciate the need for administrative simplicity and are exploring possible means to 

take into account flights by different airlines. In view of the pressing political pressures for decisions on 

aviation and runway capacity, we would welcome an opportunity for discussion with your officials. 

 

Aviation emissions were remitted by the COP21 Paris conference for consideration by ICAO at their AGM in 

October. We urge the British Government to press for ICAO to support effective curbs on emissions through 

carbon trading. The scale of aviation’s growing emissions of carbon and other climate changing gases at 

high altitudes demand such curbs. Reliance on unrealistic forecasts of technical improvements is a 

dangerous diversion. 

 

We hope you will find these representations helpful. We are copying them to your colleagues, the 

Secretaries of State for Transport and for Business, Energy and Industrial Strategy. We should be pleased to 

discuss with you, your Ministerial colleagues or with officials. 

 

We are issuing a press release reflecting the terms of this letter. 

 

Yours sincerely 

 

 

 

Stephen Joseph 

Chief Executive 

 

 

 

 


